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EXECUTIVE SUMMARY

On the road towards the post-2015 development framework, the “Development Futures in Kenya and Tan-
zania Beyond 2015” book presents views from Kenya and Tanzania to complement the post-2015 debate
that thus far has taken place mostly at the international policy circles. The book is based on over fifty inter-
views in Kenya, Tanzania and Finland and ten workshops carried out in the first half of 2013. The research
has been commissioned by the Ministry for Foreign Affairs of Finland. All views presented in the text are
those of the research team and do not represent the views of the Ministry. Finland Futures Research Centre
is continuing the research themes of sustainable energy and alternative development futures in the NEO-

CARBON ENERGY project (www.neocarbonenergy.fi).

MDGs, SDGs and African post-2015 expectations

The discussion around the post-2015 international development framework emerges from two tracks: the
expiration of the Millennium Development Goals (MDGs), which are a result of the UN Millennium Decla-
ration in 2000; as well as the initiative of Sustainable Development Goals (SDGs), with emphasis on a holis-
tic approach to environment and development. In September 2013, the UN General Assembly decided to
continue negotiations on a post-2015 development agenda through a ‘one-track’ approach, where the
MDGs and SDGs would be merged.

The MDG experience has shaped the expectations of countries about ‘development cooperation’. The
MDGs have focused on human development and social service delivery, and endorsed the principles of re-
sults-based management to monitor aid outcomes and achieve better aid effectiveness with quantitative tar-
gets and indicators. Over the years, the MDGs have received both praise and criticism. There have been
high expectations and optimism on the ability of the MDGs to deliver poverty reduction, appreciating their
value in public and political mobilization. A profound critique has been that the MDGs left untouched the
systemic causes of poverty, including the impoverishing structures of the global economy, the drivers of
inequality, the dynamics of global wealth accumulation as well as the main drivers of ecological damage in
many forms.

Another key driver of the post-MDG discussion is the concern related to environmental sustainability.
An important policy response to this has been the suggestion to address sustainability issues through a set of
universal SDGs. The merging of the MDGs and SDGs raises several questions with regards to rights, re-
sponsibilities, and capacities related to North-South relations. Many Southern countries have raised con-
cerns on how the principle of common but differentiated responsibilities should be interpreted in the post-
2015 context and whether a new framework would undermine “the right to develop” of the poorer nations.
Especially amongst LDCs there are concerns that the SDGs could divert the already declining resources
from the more ‘traditional’ targets of ODA, such as healthcare and education.

In the post-2015 debates, the emerging positions of African countries, as reflected for example in the

African Union reports, highlight the importance of Africa’s own strategic visions and African countries set-



ting their own priorities that international frameworks should respect. There has also been a clear emphasis
on putting economic growth and industrialisation back on the international agenda. The focus is not only on
growth, but also on economic transformation that would benefit the whole society with jobs, greater local
value addition and retention, agricultural development and access to markets, and better infrastructure.

In practice, however, the measures taken by governments have focused on major infrastructure projects.
African civil society groups worry that this way future development is not becoming more inclusive, equita-
ble and sustainable. Concerns have been raised over governments not paying sufficient attention on how to
ensure that people are not deprived of their livelihoods and that inequalities will not deepen. Another im-
portant discussion point for the post-2015 negotiations raised by both governments and civil society in Afri-

ca is the need of tackling illicit financial flows.

Tanzania: A preference for a MDG+ agenda

Many aspects of the MDGs were relatively effortlessly integrated into Tanzanian development policies. Both
the issue-focus of MDGs (socio-economic development) and their approach (outcome-based management) were already
present in Tanzanian development policies. Tanzania has long been viewed as a forerunner in international
development policy processes; it also became the first country to produce a MDG Country Report in 2001.
The MDGs have been especially prominent in Tanzania’s National Strategy for Growth and Reduction of
Poverty I and II (known as MKUKUTA I and II), with performance-based indicators for key targets set in
the development policy. Also the Tanzanian Development Vision 2025 focuses on human development and
macroeconomic indicators.

However, the more recent development plans, the Five Year Development Plan (2010) and Big Results
Now (2013), have focused more on the productive sectors of the economy. Compared to earlier develop-
ment policies where the influence of donors was strong, these policies have been viewed as more Tanzanian.
They also indicate Tanzania’s increasing interest to partner with non-traditional donors. For example the Big
Results Now initiative is based on the Malaysian growth model. However, as the MDG-influenced plans are
also still operational, the influx of overlapping policy approaches creates confusion at the expense of priori-
tization.

The MDG performance of Tanzania is mixed and raises several different concerns. As it stands, Tanza-
nia is expected to achieve two of the MDGs on time: MDG 2 (primary education) and MDG 6 (HI1"/ AIDS,
malaria and other major diseases). Tanzania will likely meet some of the sub-goals on MDGs 3 (gender equality), 4
(child mortality) and 7 (environmental sustainability). However, Tanzania will not meet MDG 1 (hunger and poverty
eradication) ot MDG 5 (maternal mortality). Despite successes in for example enrolment in free primary educa-
tion, the MDGs have created an overt focus on quantitative targets. The MDG experience in Tanzania
suggests that the post-2015 framework should look at the qualitative side of development.

Tanzania was amongst the first countries to initiate national post-2015 consultations, which took place
during the first half of 2013. The results were synthesized in a National Report that presents ten goals for
Tanzania to consider in a post-2015 framework. A majority of these goals are similar to the ones outlined by

the MDGs. Also some new issues, such as governance, peace, security and sustainable development, are



raised. The focus on social issues such as health and education was still seen as relevant in Tanzania. This
suggests that Tanzania is likely to prefer an “MDG+” type of approach to the post-2015 framework. The
question of merging the SDGs with the MDGs was viewed critically. The fact that the MDGs have not yet
been achieved has been emphasised. The post-2015 consultations have been criticized for lack of follow-up
on the formulation of Tanzania’s national position, especially by the civil society actors. Whereas the new
constitution, due in 2014, has been prominently discussed in Tanzania, the post-2015 consultations have not

raised significant public debate.

Kenya: Challenges in the mainstreaming of MDGs and ambitious economic vi-
sions

The Kenyan government’s relationship with the donor community has undergone several incarnations dur-
ing the last thirty years: from non-cooperation to grudging accommodating to deliberate re-alignment. So-
cio-economic issues such as education and healthcare have featured in Kenya’s national development agen-
da since the country’s independence in 1963. In this sense, the MDGs do not present a break from previous
policies. However, the structural adjustment policies in the 1980s and 1990s resulted in cuts in social sector
spending. The introduction of MDGs coincided with the beginning of Mwai Kibaki’s presidency that
launched progressive reforms, including free primary education.

The first MDG event in Kenya was organized in 2002 and following it the MDGs were integrated into
Kenya’s Economic Recovery Strategy (ERS) in 2003. The ERS laid the basis for Vision 2030 (released in
2008), which is Kenya’s main development blueprint today. It aims to transform Kenya into a “globally
competitive and prosperous country with a high quality of life by 2030”. Vision 2030 is currently viewed as
the main tool for incorporating and mainstreaming the MDGs into national development planning!. While
the MDGs have been considered a major criterion for resource allocation, the ERS and Vision 2030 are
both growth-oriented development strategies focused on productivity and infrastructure rather than on so-
cial sector spending. The Vision 2030 includes large-scale infrastructural development projects such as the
Lamu port or Konza city. However, there are no corresponding policies that articulate how such projects
can run alongside environmental sustainability, deliver for poverty alleviation, and protect the rights of those
who are affected by the projects. In sum, it is unclear how these ambitious projects will contribute to pov-
erty reduction. Another challenge in the mainstreaming of the MDGs into development policies in Kenya is
related to the perceived donor-driven nature of the MDGs. In Kenya, it is considered that the mainstream-
ing and acceleration requires continuous efforts and this is carried out by a separate MDG Unit.

After more than a decade since the introduction of the MDGs, it seems that Kenya has experienced
progress on some of the targets, but not without stark shortcomings. Kenya is likely to achieve goal 2 (uni-
versal primary education), 3 (gender equality) and 6 (combat HIV'| AIDS, malaria and other diseases) but is falling far

behind with others, especially goals 1 (eradicate poverty and hunger), 4 (reduce child mortality), and 5 (improve mater-

! Kenya’s Vision 2030 has been translated in to action plans and implemented with the 1%t Medium Term Plan (2008-
2012) and 274 Medium Term Plan (2013-2017).



nal health). The success in MDG 2 can largely be attributed to the domestic efforts such as the introduction
of free primary education during Mwai Kibaki’s regime in 2003 and significant government attention and
resourcing ever since. In the case of MDG 6 efforts from development partners are significant, especially
the US-led PEPFAR initiative on HIV/AIDS. As in Tanzania, despite high enrolment rates, education suf-
fers from low quality, lack of teachers and a high amount of dropouts and an outdated curriculum.

Several problems remain in the health sector despite successes in MDG 6, and more attention and re-
source allocation would be needed from both government and development partners. This is especially so
with the MDG on maternal mortality. A lack of commitment on financing the MDGs exists with both the
government and development partners. In recent years, while the total government MDG spending has
increased, the proportion of MDG allocations in government’s budget has decreased. Although the donors
have increased their MDG funding in recent years, they still remain below the promised levels.

A series of post-2015 consultations have been organised in Kenya, mainly by the government and
NGOs. While the consultations have pointed to the importance of new concerns — e.g. employment, youth,
energy, security and conflict and agriculture — in general, there seems to be a preference also in Kenya for
the continuation of the MDGs in a modified and improved form, as “MDG+”. Stronger emphasis on ad-
dressing the qualitative aspects of education, health and social services was raised as a concern. The Na-
tional Consultation also specifically pointed to the need for better data practices, including disaggregated
data, and for more participatory approach in data monitoring and evaluation. With regards to integrating
environmental issues into a post-2015 agenda, Kenya has recently taken a pro-active stance towards the
SDGs. For example, the Second Medium Term Plan 2013-2017 (MTP) of the Vision 2030, released in Oc-
tober 2013, already includes a section on the SDGs. However, a strict SDG regime may not be easily aligned
with many of the proposed developments under Vision 2030, especially the mega-infrastructure develop-
ments and the new focus on the extractives sector. It could be interpreted that the second MTP (2013-2017)
opens the door for development partners to support the realization of SDGs in Kenya.

Generally, the post-2015 consultations and discussion in Kenya have not received wide public attention.
The elections in 2013 and their aftermath, including the implementation of a devolved government, are un-
derstandably the main focus of domestic public debates. Part of the civil society organisations that could
have been expected to be more active in post-2015 discussions have been less so, possibly because of their
main concerns being diverted to the narrowing space for NGOs by the new government. In addition, the

national post-2015 debates have limited outreach and only gain the attention of selected target groups.

Achievements and challenges in domestic resource mobilisation (DRM)

The role of domestic resource mobilisation (DRM), and the ability of countries to finance their own devel-
opment, is an intensively discussed issue in the post-2015 discussions. In recent years, both Kenya and Tan-
zania have experienced significant economic growth, but this has not translated into poverty reduction
and remains far from inclusive. Changes in the structure of the economy are needed in order to strength-
en the productive sectors of the economy, create more employment and broaden the tax base for domestic

revenue collection. In Tanzania, the lack of a functioning private sector that could advance such develop-



ment is a major concern, as many industries lack linkages that would add local value and benefit the econo-
my as a whole. Also the extractives sector, in which both governments are showing increasing interest, lacks
backward and forward linkages to the local economy, which suggests that it is highly unlikely to contribute
to employment creation, or benefit the broader economy. In both countries it is necessary to carefully con-
sider strategies for economic transformation to enable inclusive growth and pro-poor mechanisms of reve-
nue collection and public spending.

Both countries have undergone tax reforms, which continue to spark heated public debate. Kenya has
been one of the most efficient African countries to collect tax revenue. Then again, while it is able to finance
its recurrent expenditure, typically half of the development expenditure has been externally financed. Alt-
hough the Kenyan tax reforms including the introduction of a new VAT (value added tax) system have
meant improvements there are also concerns that the taxation is not being developed into more progressive
direction. There is room for improving the taxation so that the poorest segments of society would bear rela-
tively lower burden than the richer ones.

Tanzania has in recent years also showed promising signs of improved domestic resource mobilization
(DRM) albeit starting from a modest base. This is in part explained by a public realization of the unprofita-
ble agreements with multinational companies particularly in the mining sector, and by the efforts that have
been taken to improve their taxation and in tackling illicit financial flows.

Challenges in resource mobilisation have led to increased debt-taking. Many view that the debt levels
in Kenya are still at a sustainable level. But also concerns over the sustainability of the debt levels in both
Tanzania and Kenya have been raised. Economic expediency is further driven by the pressure to advance
the large infrastructure projects, which in turn may increase the urge to exploit natural resources. Cuts in
public expenditure to control the debt have been proposed, supported by the IMF. Such decisions could
have adverse socio-economic impacts due to detetioration in the quality of public services and further de-
preciation of public sector wages.

An important DRM aspect is how equitably and in a pro-poor manner the budget allocations and
government spending are designed. In both countries, civil society has expressed concerns about the gov-
ernment’s ability to spend its money efficiently, and in the right areas. Both countries have had difficulties in
reaching the commitments in expenditure in health (Abuja Declaration, 15% of national budget), and agri-
culture (Maputo Declaration 10% of national budget). In education (Dakar Declaration, 9% of GDP), gov-
ernments have invested particulatly in free primary education to broaden school enrolment, but the spend-
ing gap to improve the quality of education remains considerable. In Tanzania, health sector spending has
reached the Abuja Declaration thanks to considerable donor-funding. The benchmark of national govern-
ment budget remains low. In Kenya health expenditure has been only 6% of national budget.

Both Tanzania and Kenya state in their country Visions that they have strong aspirations to become aid-
independent, but both governments, and Tanzania more than Kenya, still experience serious budget deficits.
Taking into account the challenges described above, official development assistance (ODA) will still
play a crucial role in the short to medium term in both countries. Public-private partnerships (PPPs) have

been promoted as a cost-effective form of development investments from both public and private sources.
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However, the discussion about the PPPs largely ignores the environmental and social impacts of
these investments, including in the case of large-scale infrastructure projects, and the potential regulatory
measures that could be adopted to ensure that sustainability concerns in development cooperation are ad-

dressed in a systematic manner.

Concerns related to the interest in the extractives

In the past two years more hydrocarbons have been discovered in East Africa than anywhere else in the
world. In both countries, high expectations are placed on the revenue potential from the extractives sector.
Tanzania has a history in mining, complemented with recent findings of natural gas, whereas in Kenya,
large-scale energy and mineral resource extraction is only commencing. The governance of the extractive
industries, including illicit financial flows and low tax revenue from the industry, has been raised as priority
issues also in the post-2015 debates. In Kenya and Tanzania, there are unsolved contradictions in policies
about land, surface and mineral rights.

To address some of the concerns, Kenya and Tanzania have recently reviewed, or are reviewing, their
oil, gas and mining legislation and policies to retain more of the resource rent domestically. The oil and gas
industry are seen as important due to their ability to reduce the fuel import bill, increase government reve-
nue and to release government funds to other areas of need. The changes aim to increase the government
involvement in the industry and attract more investments, but it is unclear to what extent they address issues
related to benefit sharing, contracts, ownership, and rights.

Unless the local economic sectors and activities are connected with the extractive industries, the industry
is typically able to generate very little employment or value addition locally. Large-scale operations demand
considerable technological expertise, which Kenya and Tanzania do not currently possess. More worryingly,
emphasis and expectations on extractives-based growth can easily divert investments from other economic
sectors such as agriculture and support for SMEs. In mining, the role of artisanal miners has been down-
played although in Tanzania it employs at least 500 000-800 000 people compared to the formal mining sec-
tor that only employs around 15 000 people. If adequate attention was paid to this sector, artisanal mining
could bring considerable benefits to the society and improve the tax base.

Ambiguity over contractual agreements has raised tensions in communities and also between the coun-
ties and central government. In addition, large-scale operations negatively affect the environment and local
livelihoods. In large-scale mining, the principle of sustainably managing the extraction “from the process
cradle to the grave” has been pootly followed. Governments have not paid enough attention to ensure that
the companies pay for the decommissioning of their operations. Much more remains to be done to bridge
the gap between the principles and actual practices in the extractive industries sector.

Voluntary international initiatives have addressed some of the remaining challenges in the industry. The
Extractive Industries Transparency Initiative (EITI), which Tanzania has signed into, addresses the non-
transparent manner of business between government and industry. This has mitigated some of the problems
with tax governance but the lack of country-by-country reporting prohibits the monitoring of potential mis-

use of transfer pricing practices. Corporate social responsibility (CSR) schemes that have been applied in
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many mining projects have also been problematic. CSR schemes, which are often limited in their scope,
should not be taken as a substitute for the development of legislation and policies of the industry. A further
issue of contestation is how the mining sector can minimise its local environmental impacts — from the cra-

dle to the grave.

Investments in fossil fuels are undermining the potential of renewable energy

Extractive industries could dramatically change the energy landscapes of Kenya and Tanzania, and possibly
lock both countries on a fossil fuel intensive development path. At the same time, improving access to ener-
gy has been less debated, even if it remains poor in both countries and affects the quality of life and the op-
portunities for the poorest. The governments of both countries are prioritizing increasing energy generation
from gas, oil and coal to meet industrialisation aspirations, infrastructural development plans and demands
by, for example, the extractive industry. There are also expectations with regards to the export potential of
fossil fuels from the energy sector.

In 2014, Tanzania will double the country’s power generation capacity of 1 500 MW to 3 000 MW using
natural gas. Kenya in turn expects to increase its current capacity also of around 1 500 MW-1 700 MW to
generate around 5 000 MW by 20172, In the new energy mix, coal is likely to play an increasingly significant
role. Renewable energy technologies (solar, wind, geothermal, and biomass) are expected to remain part of
the national energy mix in both countries. Yet, while Kenya has been more advanced in increasing the share
of renewables, the recent political pronouncements suggest a decreasing interest in renewable energy com-
pared to the drive for fossil fuel based energy. Previously the reforms in the governance of the power indus-
try allowed independent power producers to support the growth of the renewables sector in Kenya. In 2013
the suspension of issuing new licenses for renewable energy until 2017 could undermine the scaling-up of
renewable energy in Kenya. Achieving the industrialisation targets with renewable energy is viewed as both
difficult and costly.

Both countries would benefit from supportive policies for renewable energy if they do not want the
boom in natural gas and oil to create long-term lock-in in fossil fuels. Rural energy provision powered by
renewables could be the best way to enhance access to energy in remote areas, and would benefit from more

systematic planning and concerted efforts.

Conclusions

MDGs have shaped the way that most actors, both at the international level and nationally in Kenya and
Tanzania, view the ongoing discussions related to a new global development agenda. In Kenya and Tanza-
nia, the MDGs have influenced national policies and governance approaches. Social sector development is
monitored in a more systematic and results-based manner. Also in both countries the MDGs have been in-

tegrated to key national policies, but the mainstreaming seems to present different challenges for both Ken-

2 Kenya expects to generate 17 000 MW by 2030.
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ya and Tanzania. Although the MDG framework has increased budgetary allocations and donor support to
the social sector, high resource deficits remain especially in the health sector, and poverty alleviation remains
clusive.

The desire of citizens and governments to design their own priority goals for development and post-
2015 has been strongly articulated in both countries. In Tanzania the formal consultations imply a prefer-
ence towards the continuation of the MDG framework, albeit in a modified form. A key message from the
MDG experience and the national post-2015 discussions in both countries is the need to address the overt
focus of the MDG framework on purely quantitative targets for development, and a better definition of
what is meant by the achievement of certain goals.

In Kenya and Tanzania, the merging of the MDG and SDG agendas raises certain concerns over a pos-
sible diversion of resource flows away from local development priorities. Despite an appreciation of global
environmental goals, environmental concerns locally are mainly related to the sustainable management of
natural resources, and social concerns stem from the tensions related to the equitable distribution of the
derived benefits.

Another major issue to rethink is the role of the Global North. In the previous MDG framework the
role of the North was narrowed to providing financing for the MDGs in developing countries. Simultane-
ously, various dimensions of a global partnership have not been addressed. Currently especially civil society
actors are highlighting the responsibilities of the North in addressing impoverishing illicit flows and other
unequal global resource flows, trade relations, and ecological debt by industrial countries.

Despite a more consultative post-2015 process than perhaps ever before (including selected national
consultations and international online consultations), it seems that there still remains the possibility that the
future development agenda is interpreted as an externally driven process that reaches only chosen local, re-
gional or national groups. Therefore, new action-oriented messages should be developed and, new mediums
for communication established closer to social platforms. The local political processes, such as Kenya’s 2010
constitution and the consequent devolution process and Tanzania’s constitutional review process (draft due
in 2014, are the key arenas for local debate as well as political and civic engagement in national development.
High expectations are placed on these political processes. Especially in Kenya, the messages of post-2015

discussions could be better embedded in the deliberations driven by the devolved local governments.
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1. INTRODUCTION

1.1. Background and motivation

The Millennium Development Goals (MDGs) ate a set of eight internationally agreed upon goals estab-
lished as a result of the Millennium Summit of the United Nations in 2000. As the MDGs are expiring, the
international debate is weighing the options on what will follow the MDGs as a global “development agen-
da”. Different actors, including the EU and the UN, are acknowledging that there have been drastic changes
and new realities in the economic and political landscapes compared to the situation when the MDGs were
initiated. The debate about the post-MDG agenda emerges from two institutional tracks within the United
Nations System: 1) the MDGs, which were primarily set for poverty eradication and; 2) the initiative for Sus-
tainable Development Goals (SDGs), which places a much greater emphasis on environmental concerns. The
post-2015 Development Agenda has become an umbrella term for both of these processes (see Table 1).
Member States at the United Nations (UN) and global stakeholders are currently discussing these processes
and options, and there is an on-going debate on how the MDGs should and could be merged with the
SDGs (SWP 2012). One issue that the discussions are in agreement on is the need for a post-2015 frame-
work that is informed by the shortcomings of the MDGs. In the post-2015 discussions to date most of the
talk continues to take place at the international level, dominated primarily by United Nations officials and
well-resourced international development and environmental organizations. In contrast, there have only
been some country-specific reflections and analyses on the issue. The Ministry for Foreign Affairs of Fin-
land commissioned research project “Kenya and Tanzania Beyond 2015: Exploring domestic debates and
envisioning development futures” (BEYOND 2015) aims to narrow this gap through analysing the experi-
ences of the implementation of the current MDGs in Kenya and Tanzania, and examining how the devel-
opment goals have been interpreted, integrated, improved or changed to better meet the new global and
East African realities and development challenges post-2015. This book is based on the report for the Min-
istry for Foreign Affairs of Finland, but all views presented in the text are those of the research team and do
not represent the views of the Ministry. The book is based on over fifty interviews in Kenya, Tanzania and
Finland and ten workshops carried out in the first half of 2013. Finland Futures Research Centre is continu-
ing the research themes of sustainable energy and alternative development futures in Sub-Saharan Africa in
the NEO-CARBON ENERGY project (www.neocarbonenergy.fi).

Both countries have developed their own country visions (Vision 2030 for Kenya and Vision 2025 for
Tanzania) as blueprints for national development. The Visions, along with other policies, also act as the in-
terface for the domestication of international policies, such as the MDGs. In relation to MDGs and post-
MDGs agenda, a key question is how these domestic targets or goals have been functioning and how they
would complement, support or synergise with the post-2015 development framework. The two countries,
Tanzania and Kenya, also enable interesting comparisons respectively as one is a heavily aid-dependent least

developed country (LDC) with a close relationship with donors; and the other is less aid dependent and has
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a more contentious relationship with donors. Both countries are part of the resurgent East African Com-
munity, with a common regional vision of being donor independent and middle-income countries within the
next decade.

Both Kenya and Tanzania are in the middle of a rapid social, economic and political transformation.
Both are witnessing new development dynamics arising from the boom on explorations, discoveries and
extraction of minerals and fossil fuels. They are also undergoing governance reforms. Kenya has a new con-
stitution and is going through devolution where powers from central government are transferred to local
counties. Tanzania is about to have a new constitution in 2014 — the process is still on-going. Interestingly
the two countries also exemplify many of the key features and drivers that have been observed to differenti-
ate the current development landscape from the one at the turn of the millennium when the MDGs were
negotiated. Firstly, the rise of the BRICS (Brazil, Russia, India, China and South Africa) countries has had
significant influence in shaping Tanzanian and Kenyan development dynamics, especially through the in-
creasing presence and influence of China. Secondly, the emergence of other transitional economies and new
development partners is changing the equation of Official Development Assistance (ODA) to the countries,

especially as the role and influence of the more traditional donors has been diminishing.

1.2. Obijectives and scope

This book looks more specifically at:

e The past experiences and performance of achieving the MDG targets in Kenya and Tanza-
nia, with a specific focus on different stakeholders’ views on the MDG framework, its relevance
and what can be learned from the past experiences.

¢ The domestic MDG related policies and discussions on post-2015 initiatives and how they
compare to the international MDG discussions and the proposed post-2015 framework:

o In domestic discussions, specific attention is placed on views on ODA and the resourcing
of development; the views and roles of Kenyan and Tanzanian key stakeholders and insti-
tutions in setting the post-2015 agenda; and the views on how the SDGs should or could
figure in the new post-2015 framework.

o Within the MDG and post-2015 frameworks, the research examines the stated needs, op-
tions and challenges in Kenya and Tanzania with regards to energy and environmental tar-
gets and taking into account the current dynamics and developments in the sector of ex-
tractive industries.

The principal timeframe for the research and analysis is the year 2013, with relevant historical back-

ground given. As the post-2015 discussions are continuously advancing and new developments emerging,
the analysis has attempted to take these into account as much as possible. However, it is not possible to fully

address all the most recent developments and their consequences.
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1.3. Methods and materials

The research began in early 2013 and consisted of a desktop review, fieldwork in March-April 2013, and was
followed by analysis in the latter part of the year.

The desktop review began with a look at the background history and politics of the Millennium Devel-
opment Goals, of which there is plenty of academic literature and critique. This was followed by a review of
the different post-2015 discussions and proposals, focusing on proposals and issues relevant to Kenya and
Tanzania. An essential part of the desktop review was reading and analysing the Tanzanian and Kenyan pol-
icy documents, including the Vision 2025, Vision 2030 and the national post-2015 documents. This was
complemented with donor, NGO, academic policy papers, and print and social media articles. The field-
work for the research was carried out in March-April 2013 in Finland, Tanzania and Kenya. In terms of in-
terviews, the research team conducted six interviews in Finland, twenty-five interviews in Tanzania and
twenty-six interviews in Kenya.

In Finland, the interviews carried out were with MFA representatives responsible for UN affairs, de-
velopment policy and the Kenyan and Tanzanian country desks. In addition, interviews were carried out
with Finnish civil society organisations (Kepa, Kehys) following the post-2015 agenda.

In Tanzania, the different interviewees consisted of:

¢ Government representatives: Ministry of Energy, Constitutional Review Commission

e Non-governmental organisations (NGOs): Children’s Forum, Tanzania Youth Alliance
(TAYOA), Agenda Participation 2000, Development Impact, Tanzania Youth Coalition (TYC),
Getting Old is to Grow (GOIG), Tanzania Media Women’s Association (TAMWA), Tanzania As-
sociation of NGOs (TANGO), Community Aid and Small Enterprises Consultancy (CASEC),
Lawyer’s Environmental Action Team (LEAT)

e Academics and research centres: Mzumbe University, University of Dar es Salaam, Policy Re-
search for Development (REPOA), Uongozi Institute

e Industry: Confederation of Tanzania Industries (CTI), Tanzania Chamber of Minerals and Energy
(TCME)

¢ Development Partners: World Bank, UNDP, Embassy of Finland, Embassy of Norway

e International standards: Extractive Industries Transparency Initiative (EITT)

In Kenya, the different interviewees consisted of:
¢ Government representatives: Ministry of Information and Communications, Vision 2030 Office

¢ Non-governmental organisations (NGOs): Kenya Young Men’s Christian Association (YMCA),
Kenyan Climate Youth, World Wildlife Fund (WWTF), The Open Society Initiative for Eastern Afri-
ca, ActionAid, Columbia Global Centres Africa (formerly the MDG Centre), Seed Institute (Beyond
2015 Co-Chair), Twaweza Communications, Tax Justice Network, Kenya Land Alliance (KLA),
Centre for Enhancing Democracy and Good Governance (CEDGG)
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e Academics and research centres: University of Nairobi, Jomo Kenyatta University

¢ Industry: Kenya Chamber of Mines, Inkubate Ltd.

e Development Partners: World Bank, International Finance Corporation (IFC), Embassy of
Finland, UNDP

¢ Development Consultancy: NIRAS

In addition, one national-level workshop was held in both Tanzania and Kenya, bringing together a
range of participants from ministries, academia, NGOs and donors. The futures workshops included
presentations to set the background of the MDGs and post-2015 discussions in Kenya and Tanzania. These
were followed by futures exercises, moderated by FFRC staff, on four topics:

¢ Resourcing and financing of development and poverty reduction

e The Kenyan/Tanzanian model for the post-2015 framework

e Future of the energy sector and ways to address energy poverty

e Natural resources and extractive industries

The aim of futures workshops is not to present a general, consensual and singular view of the future,
but to open a space for understanding the varieties and sources of different images of the future held by
different people (cf. Dator 2009). In the workshop, the futures wheel was first used to identify a preferred
future for the group and the elements that could help in creating such a future. The preferred future was
then systematically analysed through a PESTEC table (Political, Economic, Social, Technological, Environ-
mental, Cultural), which looks at the different measures, steps and preconditions necessary for the preferred
future.

In addition to the larger national workshops, smaller and more thematic workshops using similar or
slightly adapted futures methodologies were held with different groups in the capitals and provinces: five in
Tanzania and three in Kenya.

In Tanzania, the smaller workshops consisted of:

e Students of development studies at University of Dar es Salaam

e Representatives from different youth organisations at Tanzania Youth Coalition, Dar es Salaam

e  Artisans, artists and musicians in Bagamoyo

¢ Youth groups in Arusha

e Small-scale artisanal mining brokers in Arusha

In Kenya, the smaller workshops consisted of:

e Community members in Lamu Islands

e Local and regional stakeholder forum in Narok county

e Students of environmental studies at Jomo Kenyatta University, Nairobi

The different research material presented above (policy documents, interviews, workshop material) has

been analysed using content analysis, focusing on the different conceptual themes present in the material.
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The analysis looked specifically at stakeholder’s reflections on the MDG experience and the domestic post-
2015 discussions. The aim has been to contextualise these views within the broader international debate on
lessons learnt from the MDGs and current post-2015 discussions.

The analysis in the different chapters of this book employs a qualitative case study methodology, while
also drawing on the concept of policy narratives (cf. Leach et al. 2010). The history of development policy
has largely been shaped by simplistic models of modernization and ‘one size fits all’ policies (cf. Ferguson
1994; Cowen and Shenton 1996). There is a tendency for especially powerful actors in development policy
and practice to appreciate and focus on certain narratives of what development is and what it means. Such a
generalizing approach can result in promoting one account over others, and closing down the space for al-
ternatives. In this book, the aim is instead to appreciate concepts such as ‘development’ and ‘sustainability’
as contested issues, which can open up discussions on different preferred futures and how to achieve these
(Leach et al. 2010). This was the approach employed also in the futures workshops organized in Kenya and

Tanzania.

1.4. Structure of the book

The book is structured around different chapters addressing the above objectives in the context of Kenya
and Tanzania. Chapters 3-5 are country-specific, whereas the latter chapters make some comparative re-
marks on the different contexts and situations in Kenya and Tanzania.

Chapter 2 sets the scene to the international debates on the MDGs and the post-2015 agenda by looking
at the MDG negotiation process in the early 2000s, the literature evaluating the significance of MDGs and
the entrance of the sustainability agenda and Sustainable Development Goals (SDGs) to the post-2015 dis-
cussions. The Chapter also looks at some recent formulations of an ‘African position” within the post-2015
discussions.

Chapter 3 takes the discussion to the country-level and presents the Tanzanian MDG experience
through an overview and discussion of Tanzania’s development policies and the role of the MDGs within
them. While several shortcomings were identified in the MDG framework, Tanzania has integrated most
aspects of the MDGs within national development policies, and is likely to favour such an approach in post-
2015 discussions.

Chapter 4 by Kenyan writer Rasna Warah takes a different approach than the other chapters of the
book in providing a historical overview of the political and economic landscape in Kenya over the last thirty
years. Warah discusses the at times tense relations between donors and the Kenyan government, focusing
on the aftermath and impact of recent events that have shaped Kenya such as the 2007 and 2013 elections.

Chapter 5 looks more specifically at the role and implementation of the MDGs as well as their influence,
and related challenges of mainstreaming MDGs into Kenya’s national development policies. Also the Ken-

yan MDG performance and views behind it and the resourcing of the MDGs are discussed. The chapter

18



also discusses the evolution of development cooperation in Kenya. The chapter suggests that the post-2015
consultations could be argued to be informative rather than transformative in nature.

Chapter 6 provides an overview of questions on resourcing development in Kenya and Tanzania. In
their national visions (Vision 2025 and 2030), both Tanzania and Kenya have expressed a desire to be aid
independent in the medium-term future. An overview of taxation and revenue collection, debt levels, gov-
ernment budget allocations and social spending as well as the role of ODA flows is provided, and the pro-
spects to improve domestic resource mobilisation (DRM) discussed.

Chapter 7 looks at the extractive industries and energy sector in Kenya and Tanzania, the recently
heightened expectations of both governments to benefit from their natural resources and how these issues
may be relevant to the discussions on the post-2015 development framework. It discusses economic, social
and ecological concerns as well as the importance of expectation management. The chapter analyses the
possibilities and limitations of the sector to contribute to development locally and nationally. An important
role is given to the different governance mechanisms in this sector, which are reviewed in the light of their
benefits, shortcomings, and identified improvement needs.

In the Conclusions (Chapter 8), some comparative remarks and common issues for Tanzania and Kenya
are brought forth with regards to views and domestic debates on the MDGs and the post-2015 discussions.

These are followed by Policy Recommendations aligned with the focus areas of the book.
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2. THE INTERNATIONAL DEBATE ON MDGS,
SDGS AND EMERGING TENSIONS

It is relevant to reflect how the Millennium Development Goals (MDGs) were negotiated and implemented
when thinking of how the new post-2015 global development agenda should be built and how it should
look like. The debate is connected to the discussion about the global development architecture and the
transformations needed to promote sustainability. While the rest of the chapters in this book will focus
more on the local Tanzanian and Kenyan MDG experience, this chapter is based on a literature review and
presents the international background to the MDGs and current debates on future post-2015 proposals. The
chapter firstly outlines the history of the MDGs, and their subsequent critique. Secondly, the Sustainable
Development Goals (SDGs), which have been significant in shaping the post-2015 discussions, are intro-
duced. The post-MDG and SDG debates are then contextualized from the African perspective, and relevant

aspects of the emerging African positions in the post-2015 negotiations are presented.

2.1. Negotiating and implementing the MDGs

The Millennium Development Goals did not arise out of thin air — rather, the development of the MDGs
should be understood as a continuous process evolving through multiple channels and actors that had no
clear beginning or end (Hulme 2009a). According to Hulme (2007) it is, however, possible to identify two
key ideas that have been significant in shaping the MDGs: human development and results-based man-
agement. The MDGs were developed in the context of the 1990s, where the end of the Cold War had di-
minished the amount of ideologically-motivated aid, and aid levels were generally decreasing. At the same
time, development was argued to have lost a decade in the 1980s to the structural adjustment policies of the
International Monetary Fund and World Bank. By the mid-1990s there was, as Fraser and Whitfield (2009;
77) state, “widespread acceptance, including amongst donors, that the reforms prescribed by structural ad-
justment programmes had entailed high social costs and failed to generate growth”. Structural adjustment
programmes (SAPs) were criticized especially by the UN agencies and international NGOs for their high
social costs and disproportionate effects on the poorest. The MDGs with their focus on human develop-
ment and the delivery of social services can be seen as a response to this particular strand of SAP criticism
(Waage et al. 2010). At the same time, the MDGs were a reflection of the increasing popularity of results-
based management, which had already been adopted in public policy by key donor countries, such as the
UK and Germany (Hulme 2008). The MDGs were also influenced by the need of donors to develop a sys-
tem able to monitor aid outcomes and improve the coherence of development approaches in order to re-
solve problems with aid effectiveness (Collier and Dollar 2004: 245).

Overall, the background to the MDGs can be found in a series of international summits from the late

1980s to the 1990s. These include, for example, the World Summit for Children in 1990 and the Rio Earth
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Summit in 1992, which set important baselines for the educational and environmental goals of the future
MDGs. The most significant antecedent for the MDGs and the discussions of poverty reduction in the new
millennium, however, was Shaping the 215t Century: The Contribution of Development Cooperation, a report pub-
lished by the OECD’s Development Assistance Committee (DAC). In the report, several targets for devel-
opment, termed the International Development Goals (IDGs), were set out. The IDGs came to strongly
influence how the MDGs were shaped as a set of goals with quantified targets and indicators instead of hav-
ing another form (Fukuda-Parr 2012). The interaction between the different international organizations,
such as the UN and the OECD, over the late 1990s was contentious and heated, with both agencies strug-
gling for the lead in the global aid policy processes (Hulme 2009a). It was with We the Peoples: the role of the
United Nations in the 215t Century that the UN stated its role in the debate on global poverty reduction, and in
its report took a more human rights based approach to development than the OECD. The document also
formed the basis for the negotiation of the Millennium Declaration, which was unanimously approved at the
UN General Assembly on September 8th 2000.

The Millennium Declaration is a broad, normative document which declares a strong commitment to
certain universal values such as freedom, equality, solidarity, tolerance, respect for nature and shared respon-
sibilities (Saith 2000). It is most often interpreted as a normative declaration that does not provide operative
guidance for action. Following the approval of the Millennium Declaration in September 2000, there was a
series of negotiations over how to measure and track progress on the broad goals set out in the Declaration.
The negotiations were carried out by technical experts from the UN, OECD, IMF and WB rather than min-
istries and political representatives, and thus presented political negotiations over global public policy as
technical issues over targets and indicators (Hulme 2009a; Fukuda-Parr 2012). In these negotiations, the
IDGs strongly influenced how the broad values of the Millennium Declaration became specified into eight
goals with measurable sub-targets (Fukuda-Parr 2012; Saith 2000).

The MDGs had a quick and rapid uptake after 2001 and have since become a global reference point for
poverty reduction efforts. Global organizations, such as the UN and World Bank, set up monitoring facili-
ties for measuring MDG progress, political leaders spoke of the importance of meeting the targets, and local
and international NGOs restructured their programmes against the MDG targets. Since their uptake, how-
ever, the MDGs have faced both praise and criticism. The opinions range from those overtly optimistic on
the ability of the MDGs to deliver global poverty reduction (Sachs 2005) to those who view the MDGs as a
‘major distracting gimmick’ (Antrobus 2003) or as a ‘veil of neoliberal initiatives” (Amen & Bosman 2006; cf.
also Amin 20006). Key proponents argue that the main limitations are low aid levels and material commit-
ment from the international community (Sachs 2005). Some appreciate the MDGs for their value in political
and public mobilization and see the potential for modifications and improvements (Fukuda-Parr 2008;
2012), including better-defined operational means for implementing the MDGs (Saith 2006). The more pro-
found critique is based on a view that MDG processes are leaving untouched the systemic causes of poverty,
including the impoverishing structures of global economy, and the ‘fixes” MDGs atre proposing do not ad-
dress the key drivers of inequality nor the dynamics of global wealth accumulation that is causing impover-

ishment (e.g. Boullard et al. 2003, Harcourt 2007).
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Despite disputes on the effectiveness of the MDGs for poverty reduction, the effect of the MDGs on
international development policy discourse has been significant and it is difficult to imagine discussions on
global development agendas that do not make reference to the MDGs. The MDGs have at least to some
extent become institutionalized as a norm in global public policy, an achievement largely explained by the
unifying characteristics of the MDGs. While global organizations, governments and NGOs disagreed on the
policies for development (especially structural adjustment of the World Bank and IMF) of the 1980s and
1990s, the MDGs provided a unifying narrative for many of these widely varying actors. They allowed the
different actors to “agree on the purpose of development while disagreeing on the means” (Fukuda-Parr
2012; 37).

The measures adopted to support the MDGs consist principally of finance, policy reforms and practical
action. The rich countries are expected to focus on financing the MDGs whereas the poor countries are
expected to formulate policies, programmes and projects to deliver on the MDG goals. After signing up to
the MDGs, the rich countties reaffirmed their commitment to increase ODA funds to at least 0,7 % of
GDP through the Monterrey Consensus in 2002. There is no unanimity amongst donors over the preferred
aid modality with the MDGs, the donor practices have varied from general budget support to more tightly
conditioned sectoral engagement through non-governmental networks. The poor countries in turn are ex-
pected to formulate policies, programmes and projects to demonstrate advancement on the MDGs. This
includes measures for improving governance and reducing corruption. Aligning recipient country policies
with the MDGs often became a condition for increased finance from the donor side. The recipient govern-
ment is also expected to address and report on all the MDG indicators through regular reports.

Importantly, the MDGs were launched at the turn of the new ‘partnership era’ in development discourse
and practice. This entailed new aid principles, of which the most important one was the Poverty Reduction
Strategy Paper (PRSP) process of the World Bank. The PRSP process was intended to serve as a novel
model of partnership-based cooperation. However, it did not signify the end of donor conditionalities to
developing countries, since producing the PRSP was an integral part of qualifying for debt relief under the
Highly Indebted Poor Countries (HIPC) initiative. The same time period marked an increased focus on
ownership in for example the Paris Declaration in 2005. Ownership in the declaration rests on the idea that
the recipient government would design its own policies and priorities, while the donor would support these
through the recipient government’s existing development financing mechanisms. There remained, however,
several ways for donors to influence policies extending from the final say over which policies to fund, to
more subtly influencing the policy formulation process as stakeholders (Fraser and Whitfield 2009). Similar
ideas are embodied also in the MDGs, where the meeting of the goals is supposed to be recipient-led, but at
the same time the internalization of the MDGs to national policies and poverty reduction strategies is a
condition for support from the donor side. The major responsibility for attaining the MDGs is placed on
the recipient country, while in the same framework the rich countries do not bind themselves to very tangi-
ble commitments. The central paradox that Fraser and Whitfield (2009; 93) find in ownership more general-

ly, applies also to the MDG framework: “it is characterized by an ambitious, externally defined project for
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the transformation of African countries, but it requires local actors to drive the project and has little confi-
dence that they are willing or able to do so.”

The relevance of the chosen targets and indicators within the MDG framework has been one reason for
concern. The articulation and accountability of MDG 7 (environmental sustainability) and MDG 8 (global
partnership for development) are seen to be undermined by vague and meaningless indicators (Hulme
2008). In particular MDG 8§ that is supposed to address the responsibilities of OECD countries has been
monitored with less precision than the other seven MDGs. In practice, there has been little oversight on the
performance of donors compared to the relatively large efforts to monitor developing countries. At the
same time, the monitoring mechanisms have been geared towards the international community rather than
the population of an aid-recipient country. As Olukoshi (2013; 16) states, the MDG architecture has “fa-
voured a vertical accountability to the global at the expense of the local”.

Whereas the progress of developing countries to report on the achievement of MDGs 1-6 has improved
since the inception of the MDGs, aggregate headline figures problematically have hidden disparities based
on ethnicity, gender, income and regionality (Vandemoortele and Delamonica 2010). In addition, the lack of
baseline data as well as the contested reliability of data from some of the developing countries that have lim-
ited statistical capacity has been articulated as a challenge that needs to be tackled (Jerven 2013). Finally, the
MDGs represent Africa especially in an unfavourable light due to technical, statistical design and choices
made in target-setting® which partly obscures significant progress that has been ‘in line with or above histor-
ical or contemporary experience of other regions’, and thus makes some of the important achievements ap-
pear like failures (Easterly 2009).

Coming closer to the expiration of the MDGs, many acknowledge that the framework is a reflection of
the era of its inception and there have been dramatic changes since. The MDGs emerged at a time when the
wortld economy, development policy and aid were influenced by a neoliberal ideology that emphasized free
trade and economic growth (Hulme 2009). The MDGs wete a response to specific policies that had in-
creased the social costs of development and eroded the delivery of basic social services. The MDGs do not
depict a coherent analysis based on actual development priorities, but instead reflect an assembly of sector-
specific and rather narrowly focused social targets (Waage et al. 2010), though. In addition, development of
the productive sectors is visibly absent from the MDG framework (Lopes 2013, ECE et al. 2013)4. For these
reasons, some consider the aid-focused MDGs a distraction from tackling more fundamental global power
structures and dynamics associated with capitalism and inequality (Saith 20006; cf. Hulme 2009), and more

effective policies for development than aid (Easterly 2006, Kenny and Sumner 2011). These gaps or blind

3 E.g. the decision on the baseline year and the decision to look at relative change in poverty rates instead of absolute
change in poverty rates (cf. halving poverty from 10% to 5% looks more of a success than cutting poverty from 50%
to 35%).

4 The total amount of ODA from donors to social infrastructure and services increased from less than US$20 billion
in 1990 to more than US$60 billion in 2010 globally. At the same time, the amount of ODA allocated to production
sectors increased only from US$12 billion to US$13.4 billion (ECE et al. 2013). (Of course, other international

financial flows to and from developing countries are also significant to take into consideration in such calculations)
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spots in the MDG framework, as well as its more fundamental critique, have come to strongly influence the

discussions on what should follow the MDGs as a global development agenda.

2.2. Post-2015 Processes: Sustainable Development Goals and
Emerging Tensions

The post-2015 agenda discussions have been marked by a series of international processes and reports, to

which also the SDG discussions belong. While the list of different processes and reports is extensive, some

of the key ones are highlighted in Table 1 below.

Table 1. Post-2015 Processes and Reports
Process

Outputs and reports

UN HLP A New Global Partnership (31.5.2013)

Open Working Group for SDGs

High-level Political Forum on Sustaina-
ble Development (HLPF)

UN Task Team on Post-2015

Global Consultation on Environmental
Sustainability in the Post-2015 Devel-
opment Agenda

UNSG

UN-NGLS

Interim report to the UN General Assembly (UNGA)

UNGA has formally adopted the format and organisational
aspects of HLPF (9.7.2013)

Replaces the Commission on Sustainable Development

(CSD)

Realizing the Future We Want for All

Final report: Breaking Down the Silos: Integrating Envi-
ronmental Sustainability in the Post-2015 Agenda

A life of dignity for all (26.7.2013)

Advancing regional recommendations on the post-2015 de-

velopment agenda: A consultation with civil society (Sep-
tember 2013)

Some of the key issues that have arisen from the post-MDG discussions are the concerns related to envi-
ronmental sustainability as the foundation for human welfare (cf. Rockstrom et al 2009). An important poli-
cy response to this has been the suggestion to address sustainability issues through a set of universal Sus-
tainable Development Goals (SDGs). The institutional framework behind the SDGs stems from the Rio
1992 Earth Summit (UNCED), the consequent work of the Commission for Sustainable Development
(CSD), and the follow-up conferences in Johannesburg (WSSD 2002) and Rio de Janeiro (UNCSD 2012),
which is also commonly known as “Rio+20”. One of the main outcomes of the Rio+20 Conference was the
proposal to establish a process to develop a set of ‘sustainable development goals’, which were to be univer-
sally applicable and coherent with the post-MDG agenda (e.g. Morrow 2012). The SDGs are being pro-

posed as a bridging solution to the issues of climate change and biodiversity loss as well as plugging the sus-
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tainability gaps of the MDGs (Evans and Steven 2012, UN 2013). While the full extent of the integration
still remains to be seen, the UN General Assembly decided in September 2013 to continue negotiations on a
post-2015 development framework through a ‘one-track’ approach where the MDGs and SDGs would be
merged.

The issues related to the financing of the new post-2015 development framework are already being de-
picted amongst the most difficult areas of countries to find a negotiated solution. Global ODA flows have
stagnated and actually dropped (between 2010 and 2012, ODA had dropped by 7%, and in the fifteen years
since the MDGs, the landscape of the global economy has also dramatically changed. An increasing propor-
tion of the poorest on the planet (in monetary terms), in need of support, are actually not only in the poor
countries, but also within the middle-income countries (MIC). With the Western economies in stagnation,
BRICS and other emerging economies have been experiencing steady growth increasing their role in devel-
opment politics. At the same time, the pressure and demand for mobilizing domestic resources and effi-
ciently utilizing them for development in the developing countries has increased (see Chapter 0).

The SDGs and the related green economy agendas form an arena in which longstanding questions of
rights, responsibilities, and capacities related to North-South power relations are resurfacing (e.g. UN-NGLS
2013), especially about the different views on whether, and/or how, the principle of common but differenti-
ated responsibilities should be interpreted in the post-2015 context. In some policy texts the expectations
related to the SDGs and green economy opportunities for developing countries are optimistic®. At the same
time the merging of the two tracks presents several dilemmas. Some Southern countries like Brazil have
been opposing the integration of the MDGs and SDGs, and the group of Least Developed Countries
(LDCs) has expressed serious concerns on this. Some see risks in that the new framework would undermine
“the right to develop” of the poorer nations. Within the current aid governance architecture, international
development actors and finance will be influential in the implementation of SDG objectives and initiatives
especially in the aid-dependent LDCs. There are fears among Southern actors of new protectionist trends,
conditionalities and sources of international inequalities (Khor 2011). One of the concerns is that SDGs
may divert (the already declining) resources from the more ‘traditional’ targets of ODA, such as healthcare
and education. These are similar to the concerns known in climate policy, that an increase in climate finance
will reduce the availability of ODA for non-climate issues (See e.g. Stadelman 2010, OECD 2012)¢.

The ways of integrating climate change objectives, currently negotiated in the UNFCCC, to the post-
2015 agenda has also been under critical discussions. One of the underlying tensions is whether the post-

MDG framework can address the issue of emissions that are negotiated separately under the UNFCCC

5 It has been argued that the SDGs could enable the developing countries to seize the opportunity to jump-start a
transition towards a green economy by the sustainable use of their vast natural resources (UNEP, UNCTAD and UN-
OHRLLS 2011). In the past, the idea of 'environmental leapfrogging' (Watson and Sauter 2011) has gone further to
suggest that developing countries could avoid the 'dirty’ and fossil fuel based stages of development compared to the
industrialized countries that already have an infrastructural lock-in on polluting technologies.

¢ Climate change and environmental degradation bear consequences on all countries globally, but the developing
countries disproportionately (WB 2010). For example, in Africa climate change adaptation could cost an additional
USD 30-50 billion on top of traditional ODA (ACORD et al. 2013; 3).
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structure with a possible global agreement due in 20157. Policy-wise in terms of national and international
policies, the timeframe to mitigate climate change is closing IPCC 2013). In order to find a joint effort to
address climate change, some proposals (see e.g. UN Global Compact 2013) have suggested steps towards
universal carbon pricing and downplayed the significance of the principle of ‘common but differentiated
responsibilities’, that has been central e.g. in the Kyoto protocol. For instance, a report by the (UNGC) does
not pre-determine a North-South divide and suggests an internationally coordinated price on carbon®. Such
proposals could meet resistance from countries and groups that endorse the right to ‘traditional’ develop-

ment paths or demand better articulations on the principle of common but differentiated responsibilities.

2.3. African positioning and the emerging voices from within

Both the international MDG experience and the post-2015 discussions up to date have influenced how Af-
rican nations view and position themselves in negotiating a future development agenda. Looking even fur-
ther, through history, many ideologies (socialism and neoliberalism), policies (PRSPs, MDGs) and sectoral
level policy frames® have been externally imported to African countries (see also: AU 2013). Before and
post-independence, foreign interest has played a major role and influenced the design of national policies.
More recently, neoliberal structural adjustment programmes (SAPs) left many African countries disappoint-
ed (cf. Bracking 1999; Mohan et al. 1999). Criticism also includes that external policies (like the WTO trade
rules) have compromised Aftrica’s right to develop and that foreign economic interests have failed to benefit
Africans (e.g. Austin 2010), as earlier explained. What is more, recent policy reports (see: e.g. AU 2013) hint
that in the past, the policies of the North could have been perceived as superior to domestic visions in the
process of facilitating development. These aspects form an important background for the emerging views
from African governments and civil society actors on the post-2015 negotiations that are briefly described
below.

The official governmental and African Union (AU) statements on post-2015 have highlighted the need
for a reformed global development agenda. The vision and voice of the AU sees a radically different ap-
proach for an “integrated, prosperous and peaceful Africa, driven by its own citizens and representing a dy-
namic force in the global arena” (AUC 2009). Africa's strategic interests are put at the centre of the devel-
opment agenda especially at the interface of aid and non-aid policies, where the emphasis is on African
countries designing their own policies to improve the lives of African citizens. A recent report on the Africa

post-2015 position emphasizes areas of structural economic transformation and inclusive growth, innova-

7 The issue of emissions is noted for instance by the UN System Task Team Report on the Post-2015 UN
Development Agenda “Realizing the Future We Want for All”

8 A post-2015 report by the UN Global Compact (UNGC)

9 For instance: Finnish forestry experts designed the first forestry master plan for Kenya (1995-2020), see also
Luukkanen 2003
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tion and technology transfer, human development, financing as well as partnerships that are able to realise
these aspirations!”.

An important feature of many African countries is that they still remain (overtly) reliant on a single
commodity export strategy (UNCTAD 2013b; AU 2013), which typically has struggled to catalyse larger
socio-economic development. Partly for this reason, the African Union has expressed strong concerns about
the impact of illicit financial flows, not least because many African countries (including Tanzania and Ken-
ya) have, or have recently discovered, natural resources. Typically, countries with extractives industries have
also been found to have high levels of illicit financial flows. According to conservative estimates (see: GFI
2013), cumulative illicit flows from Africa amounted to USD 865 billion between 1970 and 2008 (and the
figure could be as high as USD 1.8 trillion). In 2011, illicit financial flows from Africa were estimated at
USD 52 billion, and the outflows-to-GDP-ratio for Africa (at 5.7%) is the highest for any continent in the
world (GFI and AfDB 2013)!1. The African Union hopes to reduce illicit financial flows from Africa by half
in the next ten years (AU 2013); and the African civil society has underscored how 60 per cent of these
flows are derived from commercial activities, and mainly from international trade-mispricing and transfer
pricing (ACORD et al. 2013; Kar and Cartwright-Smith 2010). Because capital movements internationally
these days are largely unregulated (apart from the OECD guidelines!'?), private sector flows have been limit-
edly monitored and issues such as transfer pricing and tax evasion have not yet come under serious scrutiny.
Only more recently, it has been argued that Africa actually should be viewed as a net creditor to the rest of
the world for a period of several decades (GFI and AfDB 2013; GFI 2013), rather than an aid-receiving
continent.

The African Union vision statements emphasise the growth aspirations of African countries. These are
present in the current Vision paper (AUC 2009) and also repeated in its more recent Vision 2063 Draft
Framework, which envisions an aid-free Africa and underlines how “Africa must do things very differently
to take advantage of the current momentum” (AU 2013). These include also strategies for stronger industri-
alisation. Nkosazana Dlamini-Zuma, head of the AUC has stated that 'Industrialisation cannot be consid-
ered a luxury but a necessity for the continent's development' (Igbohor 2013). The strong focus on econom-
ic growth led by industrialisation is one aspect that raises questions on how well such an African position
can be aligned with the future SDG framework.

The perspective of African civil society has aligned with the AU statements on many issues. However,
their concerns on inclusiveness, sustainability and equitability of future development have been more
strongly articulated than those of the AU statements. African-based CSO networks have criticized outputs

from the likes of the High-level Panel on Post-2015 Agenda (HLP) for promoting growth- and market-

10 In addition to this, innovative processes such as mobile money that allow an easy flow and access to capital are
acknowledged within this framing

I Depending on the methodology, annual outflows from Africa have been estimated between USD 30 billion
(conservative estimates), and USD 148 billion (according to the African Union)

12 OECD Guidelines for Multinational Companies and OECD Transfer Pricing Guidelines for Multinational
Enterprises and Tax Administrations
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driven development but for not specifying how this growth should be qualified, tracked, and how distribu-
tive impacts will be attained while respecting people’s rights (UN-NGLS 2013: 90-104; ACORD 2013). In
order to address inequalities, African civil society groups advocate for a democratic developmental state that

exercises fair and accurate taxation of transnational corporations and progressive taxation of citizens.

2.4. Conclusions

The experience of the MDGs has strongly shaped how most actors view the ongoing discussions related to
a new global development agenda. Importantly, many from the developing countries felt that the MDG
agenda was externally-driven and did not significantly consult developing countries. In the post-2015 agenda
there have been attempts to address this by organizing consultations and initiating discussions at the interna-
tional level well in advance of 2015. However, many tensions and concerns still arise, especially from the
merging of the SDGs with the MDGs. While it is visible that African nations are advancing their own agen-
da through the AU, these visions could be in conflict with the SDG agenda and the concerns of local civil
society and communities. Similarly, the changes in the development finance landscape from the ODA-
driven MDGs are apparent and many questions remain unsolved. The subsequent chapters of this book will
move from the international level to the national and local discussions in Tanzania and Kenya, and how the

emerging questions and tensions are developing in their contexts.
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3. MDG RELEVANCE AND POST-2015 DEBATES
IN TANZANIA

Tanzania has often been viewed as a forerunner and poster child in responding to international develop-
ment policy processes. At the turn of the millennium, Tanzania was the first country to produce an MDG
Country Report in 2001. The review of Tanzania’s development agenda prior to the MDGs shows that there
have already existed various policies, strategies and initiatives that targeted goals similar to the MDGs, and
thus the MDGs had a good footing given the past development initiatives in the country. In the post-2015
processes, as well, Tanzania was one of the first countries to initiate national post-2015 consultations. How-
ever, at the same time, there have been concerns over the ownership of these processes and how they have
been linked to national development agendas and priorities. The influence of donors, particularly the World
Bank and IMF, has been distinctive in shaping Tanzanian development policies and their implementation,
especially since the SAP process in the mid-1980s (Harrison 2001). Tanzania remains a heavily aid depend-
ent country and as such aid is at the centre of the Tanzanian political system, and the management of aid
flows dominates the work of many government institutions.

The following section will first briefly introduce Tanzania’s history and outline the context of Tanzanian
national development policies prior to and since 2000, reflecting on how the MDGs fit into this context.
Second, the MDG performance of Tanzania will be presented along with reflections on the Tanzanian
MDG experience and how this could inform future development questions. The third section outlines the

process, significance and concerns related to the post-2015 consultations in Tanzania.

3.1. Tanzanian development policies in the context of MDGs

After independence in 1961 and forming the United Republic of Tanzania (through the Union of Tanganyika
and Zanzibar) in 1964, Tanzanian politics was long marked by one-party rule and the presidency of Julius Nye-
rere. The 1967 Arusha Declaration established the principles of Nyerere’s #jamaa socialism, which focused on
nationalization, communal agriculture and self-reliance (Harrison et al 2009). Importantly, already the Arusha
Declaration called for the government to mobilize resources towards the elimination of poverty, ignorance and
disease. As discussed later in the chapter, the basis for Tanzanian engagement with the issues of socio-
economic development, similar to those in the MDGs, was laid already quite early.

Tanzania was subject to both economic and political crisis in the late 1970s and eatly 1980s. While Tan-
zania was able to secure IMF loans following the extensive impacts of the 1973/1974 oil crisis, after the
second oil crisis in 1979 the IMF demanded extensive economic and political reforms as conditionalities to
its loans (Harrison et al 2009). In the eatly 1980s, the impacts of the crisis had deepened and the perfor-
mance of various sectors in Tanzania went down with the economy experiencing negative growth. While

some donors, notably the Scandinavian countries, were still supportive of Nyerere’s policies in the eatly
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1980s, they soon began to side with the World Bank and IMF by the mid-1980s to demand for political and
economic reform. By 1985, aid levels had fallen sharply and Nyerere stepped down as President. The new
President, Hassan Mwinyi, quickly initiated negotiations with the World Bank and IMF to begin Structural
Adjustment Policies (SAPs) and qualify for loans. From that point on, the country began to switch its poli-
cies and programmes from state-led socialism into neo-liberal policies. This included opening up space for
the private sector, relaxing foreign trade regulations and foreign exchange control, and later on increasing
private investments and property ownership. Some of the companies that had been nationalized following
the Arusha Declaration were re-privatized. The state also withdrew from doing business and activities,
which were no longer viewed as core state functions. At the same time, more space was opened for the pri-
vate sector and other non-state actors, such as CSOs, to act in these areas. Tanzania continued as a one-
party state, dominated by the CCM (Chama Cha Mapinduzi) till 1992. The importance of the CCM party in
setting the government agenda has been significant through the party’s heavy presence in the state up until
and 1992 and beyond.

Following the SAP reforms of the late 1980s, Tanzania became increasingly viewed as a ‘good adjuster’
by international donors. The warm donor government relationship continued until the mid-1990s, when
both donors and the government felt increasingly dissatisfied with one another. Behind this was the uncov-
ering of a corruption scandal within the Ministry of Finance in 1994, which led to donors implementing a
harder line in aid and loan conditionalities (Harrison et al 2009). The government was not, however, satis-
fied with the more stringent donor conditionalities, thus resulting in in an impasse in donor government
relations. The relations changed markedly after the publication of the Helleiner report in 1995, which gave
recommendations for their improvement and marked the beginning of a new period of donor government
relations (Gould & Ojanen 2003). The publication of the Helleiner report marked the beginning of the Ben-
jamin Mkapa presidency, which also created the political space for a new type of government-donor en-

gagement.

Tanzanian Development Vision 2025: helping the domestication of the MDGs
The Tanzanian Development Vision 2025 (TDV 2025) was developed soon after the publication of the Hel-
leiner report, with financial support and encouragement from donors. The process for the formulation of a
new vision began in 1995 by a team of experts from the Planning Commission and was complemented by
consultations with different stakeholders. In 1999, the Vision 2025 was ratified and adopted as the main
development framework. The Tanzanian Development Vision 2025 (TDV 2025) is the most important
framework policy document guiding the county’s national development. The Vision spells out that by the
year 2025 Tanzania should move from a low income into a middle income country.
The TDV 2025 focuses on growth and human development. It presents an outcome-based approach

for following up performance. The more specific targets of the Vision are clustered into three groups:

e high quality livelihood

e good governance and rule of law

e astrong and competitive economy
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The first target of the Vision 2025 addresses questions similar to the MDGs, whereas the latter two tar-
gets address macroeconomic questions related to economic growth and stability. The growth target for Vi-
sion 2025 is a sustained 8% GDP growth per year. The livelihood target of the Vision 2025 carries signifi-
cant resemblance to the MDGs, with “access to primary health care” and “life expectancy comparable to the
level attained by middle income countries” as the only two targets (out of nine) that are not present in a di-
rect form within the MDG framework (see: Table 2). The issues and questions arising from the MDG
framework are thus not new for Tanzania, and had been adopted into the national development agenda pri-
or to 2000. To some extent, the similarities between the two frameworks could also have served to depoliti-
cise the domestication of the MDGs into the Tanzanian context as a donor and expert-led process since the
issues raised in the MDG framework did not seem too new or different for Tanzania (cf. Olukoshi 2013).
The Vision 2025 also demonstrates how elements of results-based management, which had been on donor
agendas since the mid-1990s and formalized in the MDGs, had already also been incorporated into the na-

tional development framework in Tanzania (cf. Hulme 2008).

Table 2. Tanzanian Vision 2025 and MDGs compared.

Vision 2025: 3.1 High quality livelihood Millennium Development Goals

Food self-sufficiency and food security MDG 1
Target 1C: Halve, between 1990 and 2015, the pro-
portion of people who suffer from hunger

Universal primary education, the eradication of | MDG 2

illiteracy and the attainment of a level of tertiary | Target 2A: Ensure that, by 2015, children everywhere,
education and training that is commensurate with = boys and gitls alike, will be able to complete a full

a critical mass of high quality human resources course of primary schooling

required to effectively respond and master the

development challenges at all levels

Gender equality and empowerment of women in | MDG 3

all socio-economic and political relations and Target 3A: Eliminate gender disparity in primary and

cultures secondary education, preferably by 2005, and in all
levels of education no later than 2015

Access to primary health care for all N/A

Access to quality reproductive health services for  MDG 5

all individuals of appropriate ages Target 5B: Achieve universal access to reproductive
health

Reduction in infant and maternal mortality rates | MDGs 4 & 5

by three-quarters of current levels Target 4A: Reduce by two thirds, between 1990 and
2015, the under-five mortality rate
Target 5A: Reduce by three quarters the maternal
mortality ratio

Universal access to safe water MDG 7
Target 7C: Halve, by 2015, the proportion of the
population without sustainable access to safe drinking
water and basic sanitation

Life expectancy comparable to the level attained | N/A
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by typical middle income countries

Absence of abject poverty MDG 1
Target 1A: Halve, between 1990 and 2015, the pro-
portion of people whose income is less than $1.25 a
day

The development agenda in Tanzania after 2000 has been informed by a variety of processes, the first being
the Poverty Reduction Strategy Paper (PRSP) from 2000/1 — 2003/04; the second the National Strategy for
Growth and Reduction of Poverty (NSGRP, known more commonly in Swahili as MKUKUTA 1) from
2005/6 — 2009/10, and NSGRPII which spans from 2010/11 — 2014/15 (MKUKUTA II). In addition, re-
cent initiatives such as the Five Year Development Plan 2011-2016 (FYDP) and Big Results Now (BRN)

from 2013 onwards are targeted plans assisting in the implementation of development policy.

PRSP and MKUKUTA key in the adoption of the MDGs

The localization and implementation of the MDGs began with the development of Poverty Reduction
Strategy Paper (PSRP), which was a medium term strategy of poverty reduction developed by the Tanzanian
government with consultations with local and international stakeholders (URT 2000a). The paper was de-
veloped in the context of Heavily Indebted Poor Countries (HIPC) initiative. The PRSP process was the
first one after the inception of the MDGs to take place in Tanzania. The PRSP period is often described as
opening a new era of development cooperation with an increased focus on human development and notions
such as ‘partnership’ and ‘ownership’ (Fraser and Whitfield 2009). In Tanzania, the PRSP process did not
mark such a significant change from previous donor relations, however. Tanzania was one of the first coun-
tries globally to engage in the PRSP process and there was a significant amount of pressure and expectations
exerted on the process (Harrison et al 2009), thus heavily directed by donors, especially the World Bank and
the IMF. At the same time, the link to USD 2 billion in debt relief meant that the Tanzanian government
had few incentives to oppose the process. While the MDGs had already been globally accepted as the
framework to development, they were not explicitly mentioned as a part of the PRSP. However, at the same
time, the Tanzanian PRSP can be seen as the first policy that laid the foundation for the implementation of
the MDGs in Tanzania. Compared to the previous SAPs of the World Bank and IMF, the Tanzanian PRSP
contained a stronger focus on the social side of development and on the non-income aspects of poverty
reduction (Gould and Ojanen 2003).

Following the PRSP was Tanzania’s National Strategy for Growth and Reduction of Poverty (NSGRP),
which is more commonly known by the Swahili acronym MKUKUTA L. It is often referred to as a domesti-
cated PRSP, as in comparison to the PRSP, no debt relief strategy was included and donors were able to
give only comments to the document (Nilsson 2007). Key focus areas under the MKUKUTA were attaining
an average GDP growth rate of 6-8 %, improved domestic revenue capacity, equitable allocation of public
resources, better public service reform and social sector reforms. The MKUKUTA was adopted in 2005 and
its main focus was geared towards strengthening the macroeconomic improvements and stability gained

following the implementation of the PRSP. More than the PRSP, the MKUKUTA employs an outcome-
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based approach and can be interpreted as an example of how the outcome-based approaches embedded in
the MDGs had been adopted into national development (cf. Hulme 2008). The human development aspects
linked to the MDGs are mainly addressed in cluster II of the MKUKUTA, with the other clusters address-
ing growth and macroeconomic stability. According to the Tanzanian government, the MKUKUTA pro-
duced positive results to the economy as the economy grew at 7%, which was in line with the 6—8% target
per annum. There were also improvements in public service delivery in the areas of health, education, water,
energy, telecommunication and infrastructure (URT 2010). The first MKUKUTA expired and was reviewed
in 2010 to be followed by its successor MKUKUTA 1I, which contained a greater emphasis on growth and
productivity aspects. Similatly to the first one, the MDGs were incorporated into MKUKUTA 11, but with
even more detailed performance-based indicators for the key targets to be followed up and reported in the

Poverty and Human Development Report?.

Five year development plan and big results now: Shifting towards more Tanza-
nian and growth-oriented development?

Shortly after MKUKUTA II was initiated, however, the government began work on a Five Year Develop-
ment Plan (FYDP), which was released already in 2011. The primary motivation for the FYDP was the real-
isation that the long-term plans do not respond adequately to changing market and technological conditions
in the region and the global economy, and do not adapt to changes in domestic socio-economic conditions.
At the same time, the government realized that there were multiple national development strategies in place,
leading to incoherence and a lack of focus in implementing the Vision 2025. The time-frame for achieving
the goals of the Vision 2025 was deemed off-track. While the Vision 2025 was originally thought to be im-
plemented through five year development plans, it was only after a review of the Vision 2025 in 2009-2010
that the process to initiate the FYDPs began. The review pointed out that despite achieving GDP growth in
the early 2000s, the sources of growth had been narrow, and did not cover poor people in rural and peri-
urban areas. Resulting from this, very little had happened in translating growth into poverty reduction (see
also: Kessy et al. 2013).

As an official from the Planning Commission commented, the main aim of the FYDP is to “wnlock the
growth potential” in Tanzania that was not sufficiently addressed in previous policies. While the PRSP has been
seen as a donot-driven process (Gould and Ojanen 2003) and the MKUKUTAs as Tanzanian responses to
the PRSP, the FYDP is viewed as more fully Tanzanian. As an interviewed academic involved in drafting of
several of Tanzania’s development policies commented, “Ten years later we reviewed the 1 ision, where are the five
_year development plans and pushed for it... Maybe we listened too much to donors on the PRSP, putting aside our own vision”.

The latest development policy spearheaded by the government of Tanzania in early 2013 is called Big
Results Now (BRN). BRN is based on the Malaysian growth model of focusing on key sectors with time
and performance based indicators. The BRI priority areas are energy and natural gas; agriculture; water;

transport; education and mobilization of resources. BRN is considered innovative by many, as it gives the

13 The latest Poverty and Human Development Report was published in 2011 (URT 2011)
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government the opportunity to focus on a few key sectors rather than taking too many priorities. It is also
presented as corresponding very well with the FYDP, as they both give priority to only a few sectors. At the
moment, however, BRN was unfamiliar to many of those interviewed, especially civil society members.
While the BRN process has so far been largely a closed-door process and unknown to the wider public,
there have, however, been critical articles in the media specifically questioning the logic of borrowing for-
eign models of development and expecting them to work in untested contexts (Citizen 11 April 2013). BRN
has also been criticized on the selection of the six focus areas, and for leaving out critical areas such as
health. In August 2013, only two ministries — the Ministry of Energy and Minerals and the Ministry of Edu-
cation had launched their BRN initiatives. Due to the novel nature of the initiative, many are still waiting to
see its outcomes after a period of implementations.

As the BRN, based on a Malaysian model, demonstrates, the role of the traditional Western donors has
in recent years been somewhat more limited. As a Western donor commented on the BRN: “There were sever-
al months that it was not discussed and we wondered what is this. And I stil] wonder what this will mean in practice”. Do-
nors have been involved in the process at a much later stage, when the strategies had already been devel-
oped further by the Tanzanian government. DfID' has, however, recently indicated its support to the initia-
tive and to ensure that it is incorporated into the Tanzanian government’s strategies. At the moment it is
unclear how the latest strategies in Tanzania will relate to the other development policies: will they be a
method of implementation for previous strategies such as the Vision 2025 or will they once again re-align

national development priorities?

Views on the MDGs in Tanzania’s development framework

Since 2000 the MDG framework has influenced the different development policies of Tanzania in varied ways.
On the one hand, many saw that the MDGs had been fully integrated into Tanzanian development processes
through the MKUKUTASs and thus had been internalized in Tanzania. Even the continuity of the MDGs was
taken as given, as a civil society representative commented, “You see, we would continue anyways with the goals even if
not reached in 2015, we have them in onr own strategies as well”. On the other hand, the MDGs were viewed as fitting
into an array of different policies without clarity over which one had priority. Concerns related especially to the
new Five Year Development Plan, and its relation to the other already on-going development plans, such as
the MKUKUTA. A civil society representative captured the confusion well:
“Uf you have MKUKUTA, what about Vision 20252 Who is running that? Who is financing that, who is
monitoring that?... You have the MKUKUTA and you have the 5 year plan. Now depending on whom you
speak to, some will go for the 5 year plan, others are on the MKUKUTA. .. Now all the resources are going to
finance the 5 year plan. Is it financing MKUKUT.A? So the local debate now is, of these two, which one is

which, and where should we put a lot of efforts?

14 DAID is the UK government arm for British development aid
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The FYDP, of the newer development policies, has been criticized by industry representatives as the most
rushed development policy by the Tanzanian government so far, where consultation was limited and partial.
As the industry representative said: “zhere was a kind of rushing when the Five Year Development Plan started, so there
was a limited consultation of the private sector, so sincerely involvement of stakeholders in the Five Year Development Plan was
very low”. In the context of Tanzania, where consultation has been formalized since the early 2000s (cf. Har-
rison et al 2009), the lack of consultation and participation in the newer development policies was notewor-
thy.

The role of traditional donors has undergone changes since the early 2000s with the different develop-
ment strategies in place. The role of donors, particularly the multilateral institutions, was marked especially
in the first development strategies such as the PRSP, which were launched after the MDGs in 2000. In
comparison, the role of traditional donors has been more limited in the newer development policies such as
the FYDP and BRN. Also, the influence of non-traditional donors can be seen from the newer develop-
ment policies. Big Results Now is based on the Malaysian model and Tanzania has actively looked towards
East Asia in the new development policies. While the newer development policies could be interpreted as
examples of stronger government ownership, where traditional donors are invited to participate only at a
later stage, the limited consultations and the confusion over policy priorities point to shortcomings in own-

ership amongst a wider range of stakeholders.

3.2. MDG performance in Tanzania

According to the latest statements by the government of Tanzania (URT 2013), Tanzania is expected to
achieve two of the MDGs on time: MDG 2 on primary education and MDG 6 on HIV/AIDS, malaria and
other major diseases. Tanzania will likely meet some of the sub-goals on MDGs 3 (gender equality), 4 (child
mortality) and 7 (environmental sustainability). In MDG 3, the ratio of boys and girls in primary and sec-
ondary education is achievable, whereas there are problems in tertiary education and the proportion of
women in parliament. MDG 4 is largely achievable and infant and under-5 mortality is already above the
2015 target. However, the proportion of children vaccinated for measles remains below the target. Tanzania
will not, however, meet MDG 1 on extreme poverty and hunger or MDG 5 on reducing maternal mortality.
The trend is not that different from the African region as a block, as reports indicate that Africa is on-track
on MDGs 2, 3, 6 and 8 and off-track on MGDs number 1, 4, 5 and 7 (The Citizen 31 May 2013). Tanzanian

MDG petformance is summarized in the next page in Table 3.
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Table 3. MDG Performance in Tanzania

MDG Indicator Baseline | Current 2015 MDG Achieva-
1990 status  Target  bility
1. Eradicate 1.1 proportion of population 39 33.6 19.5 Not achievable
extreme pov- | below($1,PPP) (based on na- (2007)
erty and hun-  tional income poverty line)
ger 1.1 Propottion of population 21.6 16.6 10.8 Not achievable
below($1, PPP) (based on na- (2007)
tional food poverty line)
1.8 Under-5 Underweight (%0) 28.8 16.8% 14.4 Not achievable
(weight-for-age below — 2SD). (2009)
1.8 Under-5 Stunted (%) 46.6 38.9% 233 Not achievable
(height-for-age below — 2SD) (2009)
2.Achieve 2.1 Net enrolment ratio in pri- 54.2 95.4 100 Achievable
universal pri- | mary education (%) (2010
mary educa- 2.2 Gross enrolment ratio in 112.7 100
tion primary education (%o)
3.Promote 3.1 Ratio of gitls to boys in pri- 98 101 100 Achievable
gender mary school (%)
equality and 3.2 Ratio of girls to boys in sec- 105 100 Achievable
empower ondary school (%)
women 3.3 Ratio of females to male in 68.0 100 Achievement
tertiary education (%) probable
3.4 Proportion of women 30.3 100 Achievement
among members of Parliament (50%?) probable
%)
4.Reduce 4.1 Under-five mortality rate 191 81 64 Achievable
child mortali-  (per 1,000 live births) (2010)
ty 4.2 Infant mortality rate (per 115 51 38 Achievable
1,000 live births) (2010)
4.3 Proportion of children vac- 85 90 Achievement
cinated against measles probable
5.Improve 5.1 Maternal Mortality Ratio 529 454 133 Not achievable
maternal (per 100,000 live births) (2010)
health 5.2 Proportion of births attend- | 43.9 50.5% 90 Not achievable
ed by skilled health personnel (DHS
(%) 2010)
6.Combat 6.1 HIV prevalence, 15-24 years 2.5 <6 Achievable
HIV/AIDS, (2008)
malaria and HIV prevalence, 15-49 years 6 5.7 <5.5
other diseases (2008)
7.Ensure en- 7.8 Proportion of population 51 57.1 74 Not achievable
vironmental using an improved drinking wa- (2009)
sustainability | ter source (:% of rural popula-
tion)
7.8 Proportion of population 68 83 84 Achievable
using an improved drinking wa- (2009)
ter source (“% of urban popula-
tion)
7.9 Proportion of people with 2010 Not achievable
access to improved sanitation DHS
(Rural/Utrban) 13.3%
8.Develop a Achievement
global part- probable
nership for
development
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Tanzania is struggling especially with MDG 1 and MDG 5, where all of the sub-indicators seem unachieva-
ble by 2015. Agricultural productivity is identified as one of the severest constraints affecting the lack of
progress on MDG 1 (MDG Country Report 2010). While GDP growth in Tanzania has been relatively high,
and GDP grew from 4.9% to 7.1% in 2000 to 20007, the proportion of people below the basic needs pov-
erty line fell only from 36% to 34% (Mashindano et al. 2013). Mashindano et al. (2013) discuss several rea-
sons why growth, which has been in the target range of development policies such as MKUKUTA, has not
translated into poverty reduction. Firstly, population growth in Tanzania has been rapid, with the current
population standing at 45 million according to the 2012 census. Projections estimate the population to be at
51 million by 2015, posing higher demands on societal infrastructures and services. Secondly, budget alloca-
tions to important sectors such as education and agriculture have not been sufficient. Although education
allocations have increased in absolute terms, they have not increased in percentage terms. In education
problems relate especially to poor quality, which is discussed further below. In agriculture, the government
budget allocations have increased in both absolute and percentage terms. However, while agtriculture com-
prised 26% of the GDP in 2009, it received only 7% of the budget allocation.

The limited growth of agriculture is often identified as one of the main reasons why growth in Tanzania
has not translated into poverty reduction. Agriculture is the main source of employment in the country and
also where the largest proportion of poor people are employed. As growth and investments are largely oc-
curring outside the agricultural sector, it is not contributing significantly to improving the lives of people
involved in agriculture. The final reason behind the mismatch of growth and poverty reduction is the rising
cost of living in Tanzania, which can be divided into food inflation and the rising cost of services. Food in-
flation has had an impact especially on the poorest in Tanzania. In the provision of free services, such as
primary education, there are often hidden costs involved. In education these include informal payments to
teachers and the cost of, for example, school uniforms.

MDG 5 on maternal mortality is the one that is lagging significantly behind in Tanzania and the African
region generally. In Tanzania, only 43 per cent of pregnant women receive the recommended minimum of
four antenatal visits and about half of births are attended by qualified health professionals (Commonwealth
Foundation 2013). In Tanzania, maternal mortality is shaped by a complex array of issues, not merely the
availability of medical care. Especially important are the effects of malnutrition and the ability to access
health care. Improvements in these are affected by low incomes and limited female education, especially in
rural areas (MDG Country Report 2010). The structural questions that may be affecting the lack of progress
on maternal mortality are actually quite similar to what are discusses more in detail in Chapter 5 on Kenya.
The differences between the urban and rural population in Tanzania are visible in all of the MDGs, with
rural areas lagging behind in all of the MDGs. This is visible also in MDG 7, where there are stark differ-
ences in the proportion of urban people having access to safe drinking water (83% in 2009) in comparison
to the rural area (57%).

In the context of developing countries generally, the MDG agenda has to a great extent been restricted
to reporting on the achievements in the first six goals on human development, while discussions on the re-

porting requirements of developed countries on MDG 8 on global partnerships are non-existent. The ‘de-
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termination to deliver’ in monitoring and reporting on MDGs 1-6, as Olukoshi (2013) calls it, is present in
Tanzania as well. Consequently, the emphasis on MDG ‘achievement’ in Tanzania has also been on goals 1—
6. Reporting and discussions on MDG 8 in Tanzania are limited, and for example the Poverty and Human
Development Report and the National Synthesis Report on the Post-2015 Consultations contain no analysis
of MDG 8 at all. The MDG Country Report (2010) does report on Tanzanian progress towards MDG 8,
but contains some discussion on the role of donors in achieving their MDG 8 commitments. Civil society
has, however, been more critical of achievements on MDG 8. For instance, a civil society review of the
MDGs in Tanzania stated that it is unlikely for Tanzania to meet MDG 8 (Commonwealth Foundation
2013). Civil society actors point out to limitations of both donors and the Tanzanian government. For the
government, concerns are raised over debt levels. The report also points out that while it is generally diffi-
cult for civil society to assess donor-government relations, however, there are concerns over donor condi-

tionalities and late disbursements.

3.3. Reflections on the MDG relevance in Tanzania

The Tanzanian MDG experience and stakeholders’ views on the implementation of the MDGs provides a
platform for reflections on the options and challenges for future development frameworks post-2015. The
key concerns raised that are specific to the MDG framework in Tanzania were an initial lack of consultation,
limited discussion on global structures, an overemphasis on quantitatively defined targets and confusion
about links with national development processes.

Amongst the majority of the interviewees, the set-up of the MDGs was viewed largely as an internation-
ally driven, top-down process, in which developing countries had a limited role. The international agenda
was deemed external and difficult to follow, especially for civil society actors. As one civil society actor
commented, the potential for Tanzanian civil society to take an active role in the process was limited: “The
international processes always come down to them when something bas already started — and to catch up with what has hap-
pened takes time”.

Resulting from the general view that the MDGs were externally-driven, many felt that the MDGs as a
development framework did neither significantly address global questions, nor their influence on Tanzania.
As a civil society representative commented: “Ihere are 8 MDGs. In reality, we are not talking of all eight and put-
ting equal emphasis on them. In Tanzania, we are talking about MDGs 1-6 but partnership and global trade are not dis-
cussed.” As discussed above, the official Tanzanian reports on MDG performance have also mainly reported
and discussed achievements on MDGs 1-7.

A key globally identified shortcoming of the MDGs has been the outcome-based emphasis on quantita-
tive results (cf. Saith 2006; Jerven 2013). In Tanzania, this has been demonstrated in the provision of prima-
ry education. In the first half of 2013, Tanzanian public debate was centred on the shocking news of 65% of
students failing the Form 4 exams. While the explanations for Form 4 failure are varied and complex, for

many it sparked a discussion on the overemphasis of quantity over quality. One reason behind the decrease
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in the quality of education is that the rapid expansion in school enrolment has not been met by infrastruc-
tural investments and investments in supplies. Another concern is the quality of teaching and the actual time
spent by teachers in schools. Recent World Bank estimates say this could be significantly lower than ex-
pected in Tanzania (Reinikka 2013). The low pay of teachers is a significant factor affecting this. The em-
phasis on measurable outcomes can already be found in Vision 2025, but was more fully developed and ar-
ticulated in MKUKUTA 1, following the inception of the MDGs. Concerns how quantity had come to re-
place quality was directly linked by many to the outcome-based approach of the MDGs and also identified
as one of the first priorities to be corrected in any post-2015 framework. As a civil society representative
working on children’s issues commented: “Qualities! The MDGs were a purely economist thing. Numbers are not
applicable. It’s not about the number of students, but the quality.”

Another issue in education that has been critiqued in the MDG framework is the focus on only primary
education. In Tanzania, the Constitutional review process has provided an opportunity to discuss locally
relevant concerns related to education. One recommendation arising from the review is to extend compul-

sory education from primary school up until advanced secondary education.

3.4. Outcomes and concerns of post-2015 consultations in
Tanzania

Tanzania post-2015 consultations

Globally, Tanzania has been a forerunner in carrying out post-2015 consultations within the country. In effect,
Tanzania began the national post-2015 consultations even prior to the UN initiation of the consultations. Even
so, there have arisen concerns over the extent and representativeness of the consultations, the capacity of civil
society to follow the process, and about the official communication of the whole process.

Post-2015 consultations have been carried out by the Economic and Social Research Foundation
(ESRF) with Children’s Dignity Forum and the University of Dar es Salaam (UDSM). Parallel consultations
have been carried out by NGOs, such as Restless Development and TANGO. Following the consultations,
the Planning Commission released a National Synthesis Report of the consultations in May 2013. Tanzania
also hosted the regional East African consultation on energy in October 2012. The Table 4 below outlines
the different national post-2015 consultations held in Tanzania.

The findings from the national consultations have been consolidated into the National Synthesis Report,
published in May 2013 by the President’s Office Planning Commission. The report states that “zhe MDGs are
still relevant as there is an unfinished business, but there is a need to go beyond MDGs 1o take into acconnt new and emerging
issues and aspirations” (URT 2013; iv). The report outlines ten key goals to be considered for a post-2015 de-
velopment framework, which are (URT 2013; v):

e Eradicate extreme poverty, hunger and inequality

e Achieve decent and productive employment

e Ensure quality service delivery
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e Eliminate gender inequality

o Combat diseases

e Reduce child and maternal mortality

e Promote sustainable development

e Improve governance

e Enhancing effective development cooperation

e Promoting peace and security

Table 4. Post-2015 Consultations in Tanzania.

Target audience By whom Region Report

Vulnerable groups: ESRF with Children’s = Mtwara and Dar es  National Post-MDGs’ Devel-
youth, women, disa- Dignity Forum Salaam opment Agenda Consultations
bled, eldetly and peo- Report: on CSOs, LGAs and
ple living with vulnerable groups

HIV/AIDS

Zonal consultations ESRF Zones of mainland = National Post-MDGs’ Devel-
with district counci- Tanzania opment Agenda Consultations
lors; local government; Report: on CSOs, LGAs and
CSOs, farmers and vulnerable groups

pastoralists

Higher learning insti- | UDSM Bagamoyo and Report on the National Consul-

tutions; government
officials; private sector

Youth

Civil Society Organisa-
tions

Online Consultation

Restless Development
and UNFPA

Tanzania Association
of NGOs (TANGO),
CIVICUS: World Alli-
ance for Citizen Par-
ticipation. Funded by
Commonwealth
Foundation

Tanzania Knowledge
Network (TAKNET)
and ESRF

Arusha

Iringa, Dar es Sa-
laam, Morogoro,
Lindi, Manyara,
Arusha, Dodoma,
Mwanza, Simiyu,
Kilimanjaro, and
Mara

National

Online

tation Workshops for the Pri-
vate Sector, Officials from the
Central Government and Repre-
sentatives from Higher Learning
and Research Institutions

The World We Want: Tanzanian
Youth Perspectives on Devel-
opment Beyond 2015

A Civil Society Review of Pro-
gress towards the Millennium
Development Goals in Com-
monwealth Countries

Post MDG Development
Agenda: What future do we
want and how can we achieve it?
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Based on the interviews, concerns related to the post-2015 discussions in Tanzania can be separated into
those focused on the consultation process and those over the content of the outcomes of the consultations.
Generally in Tanzania there seemed to be little discussion over the post-2015 agenda and few civil society
groups were directly involved in negotiating and discussing questions related to post-2015 (see also Com-
monwealth Foundation 2013). As a civil society person said “Awareness has not been that high among civil society
on post-2015. .. The few NGOs that are dealing with the agenda mainly do it from their international branches and not really
Sfrom the country”. Similatly, a Finnish NGO worker commented that Tanzanian NGOs did not have sufficient
resources to follow the post-2015 consultation processes and give due comments on the government’s re-
ports. For several, the post-2015 discussion raised questions whether a new process is necessary and what
has changed for new consultations to be relevant? As an NGO worker said: “Tangania had review reports on
MDGs, so we know where the gaps are. Why not build the new framework based on this knowledge on the existing gaps. This
new consultation process does not really make sense to me... We do not need a completely new process. .. I don’t think that our
development landscape is really that different now”. The role of the government in carrying out the consultations
was criticized for lacking a proper communication of the follow-up and inciting more discussion over the
content. At the same time, many acknowledged another, much more significant process, which was ongoing
at the same time as the post-2015 consultations: the drafting of the new Tanzanian constitution. For public
discussion and for civil society, the constitutional review process was seen as much more significant and
relevant in shaping the development future for the country.

Another concern that has been raised in Tanzania generally is the nature of consultation and participa-
tion. Tanzania is often criticized for having established a workshop culture and inviting consultation from
civil society, yet at the same time filtering and editing the voices and opinions from consultations (Harrison
et al 2009). The post-2015 process in Tanzania appears to contain some of these elements, and the National
Synthesis Report presents consensus view on a post-2015 development agenda. The limited scope of con-
sultation was acknowledged even by the consultants carrying out the consultations: “I# is true that we were given
guidelines Jon the consultation] by the UN through UNDRP which went through the government, the planning commission, and
which was given to us. There was very limited flexibility, 1 must say that’. However, at the same time, the extent of the
online post-2015 consultations in Tanzania has been higher than for other countries in the region, such as
Kenya. In Tanzania, around 32 000 votes were cast, and a majority of these respondents were between 16—
45 years of age, and more than half of the respondents had at least some secondary level education. In their
answers, they prioritize education, job opportunities, healthcare, protection against crime and violence, af-
fordable and nutritious food as well as clean water and sanitation'>. An obvious bias in the range of voices
and opinions in the online consultation is that they come largely from the educated middle-classes with in-
ternet access and literacy. Similar differences can be found as in the regional consultations. The online con-

sultations contained much more debate on aid dependency and natural resource management whereas the

15 World We Want National Consultations: The World United Republic of Tanzania Wants:
http:/ /www.wotldwewant2015.org/ regions/ 160400
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regional consultations outside of Dar es Salaam pointed to the importance of fundamental development
issues such as service delivery and food security.

The outcomes of the consultations presented in the Synthesis Report point to the Tanzanian govern-
ment’s position as promoting reformed MDGs or an “MDG+” approach. Based on the interviews carried
out this view is largely in line with many NGOs in Tanzania. Many saw the MDG process in Tanzania as an
incomplete one, which should build on past successes and failures: “So in MDGs we conld concentrate on what is
working in the MDGs, and build on that for maybe the new MDGs” Similatly, as mentioned above, the MDGs were
already seen as incorporated into and followed up in Tanzanian development policies through the MKU-
KUTA, and it would seem pointless to abandon these efforts halfway. This has been the approach the Tan-
zanian government has adopted in its public statements on the MDGs as well. While discussions over the
quality of the goals have to some extent been incorporated in the national Synthesis Report through discus-
sions on the quality of education, the goals presented in the Synthesis Report still reflect an outcome and
goal based approach. As such, they do not differ from the MDG framework greatly. Since the publication of
the Synthesis Report in May 2013, Tanzania has taken a more active role in stating its preference for contin-
uing the MDGs. Even after the UN General Assembly decided in September 2013 to continue negotiations
on a post-2015 agenda with a one-track approach merging the MDGs and the SDGs (see Chapter 2), Tan-
zania has publicly stated it will continue with the MDGs (e.g. The Citizen 5 November 2013).

The question of SDGs and merging the MDGs with the SDGs raised doubts amongst both civil society
and government. The Synthesis Report acknowledges the shortcomings of the current MDG?7 in terms of
addressing environmental issues. However, in for example climate change, the national priority lies explicitly
in adaptation to climate change whereas mitigation and a stronger commitment to the already on-going in-
ternational climate processes such as the Kyoto Protocol are seen as the concern of the industrialized coun-
tries. Since the publication of the report, the Tanzanian government has taken an ambiguous approach to
the SDGs. On the one hand, it has stressed the importance of continuing with the MDGs, whereas on the
other, the importance of especially natural resource management has been continuously stressed. Similatly,
civil society organisations wanted to keep the MDGs and SDGs as two different issues: “I don’t think it is a
good idea to combine MDGs and SDGs. This would just create confusion. These are two different things that have been created
in two different contexcts and processes... SDGs may become a limiting factor for the weaker nations. They may bring condj-
tionalities to us. And conditionalities do not make us progress.” The fear of increased conditionalities for aid seemed
to be the highest concern behind the merging of the MDGs and SDGs. At the same time, environmental
concerns did feature especially in the consultation with vulnerable groups (ESRF 2013). The environmental
issues identified through the consultations highlighted especially food security and climate change impacts
on agriculture as concerns for the vulnerable groups. In comparison, the extractives sector and how it could
be incorporated into a future development agenda was highlighted much more in the consultations with

higher learning institutions.
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Tanzania post-2015 futures workshop

In reflection to the official post-2015 debates in Tanzania, a futures workshop in Dar es Salaam was organised

to discuss contemporaty development themes. The summary of this discussion is desctibed in Table 5.

Table 5. Tanzania Beyond 2015 futures workshop (Dar es Salaam — April 11, 2013)

Envisioning local benefits, economic development and transparency — Tanzania 2030

“Beyond 2015” futures workshop in Dar es Salaam examined Tanzania’s national futures through three
themes: the resourcing or financing for development and poverty reduction; the use and distribution of
natural resources-based wealth; and energy poverty. Three visions until the year 2030 were formulated:

Financing 100% of our own development

e Main issues: Government transparency, locally-relevant education, promotion of entrepreneur-

ship and SMEs, wider tax base (end of tax exemptions, taxation of multinational companies)

e Supportive steps: 10% annual GDP growth, formalisation of informal sector, investments in
science and technology (R&D), local investment, public-private partnerships, removal of import
duties, sustainable use of resources, mindset change, removal of trade barriers

Natural resources equitably contribute to sustainable economic development

e Main issues: Fair benefit-sharing through revenue transparency and tax collection directly from
production (i.e. royalty) through involvement of locals in negotiations, mining contracts passed
by the parliament and transparent to citizens, also employment and skills creation

e Supportive steps: Environmental management (Environmental Impact Assessments, regulation,
compensation of harm), promotion and fostering of culture of questioning and transparency,
government a major shareholder in extractive industries, investment back in the country, natural
resources to benefit future generations, preference of high technology, protection of Tanzanian
culture and historical sites, well-defined CSR in the mining policy

Accessible, affordable energy produced for the majority of urban and rural population

e Main issues: Agency of local communities, diverse energy sources for all groups and customers,
energy sector decentralisation: removal of state monopoly to resolve TANESCO-related prob-
lems of distribution, maintenance, generation, management and responsibilities

e Supportive steps: Access to legal documents in Kiswahili and local languages, management of
natural gas (domestic use vs. export, re-investment of revenue), household-relevant energy infra-

structure, renewable energy against deforestation, government and donor transparency

3.5. Conclusions

In Tanzania, the MDGs have been integrated into national development policies and strategies. This began
with the implementation of the PRSP, but was more fully advanced in the following MKUKUTAs, which
formalized an outcome and goal based approach to socio-economic development. For many, the MDGs did

not represent a break from previous development policies, and the focus on education and poverty was
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traced back even to the Arusha Declaration of 1967. Both aspects have shaped the Tanzanian positioning
towards the MDGs and also the post-2015 discussions. While there were many concerns with the overt fo-
cus of the MDG framework on quantity over quality, many saw that the focus on social issues, such as
health and education, was relevant. Therefore many referred to the MDGs as still an ‘unfinished project’.
This is in line with the Tanzanian governments’ official position, as well. While making some acknowledge-
ments towards the sustainability agenda, Tanzania has firmly stated its preference for continuing to imple-
ment the MDGs post-2015. Time wise, the implementation of the post-2015 agenda, whatever form and
shape it takes, will coincide with Tanzania’s second Five Year Development Plan. If Tanzania continues to
implement international policies as it has up to date, the second FYDP is a likely platform for the localiza-
tion of a post-2015 development agenda.

At the same time, Tanzania’s role as a ‘donor-darling’ seems to be undergoing changes. The influence of
traditional donors has been less marked in the formulation of the newer development policies, and Tanzania
has actively ‘looked East’ for new development models. Yet, at the same time, the logic of looking East was
questioned and as one of our interviewees commented, Tanzania needs to find a “#hird way — or fourth, or fifth
way”. Finding a Tanzanian way was related especially to the financing of development (see Chapter 6) and
how to manage the extractive industries (see Chapter 7). These views were, however, mainly present in the
online consultations and the consultations with higher education institutions and the private sector. The
consultations with vulnerable groups and rural areas still stressed the importance of basic services, health,

education, and food security.
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4.  SHIFTING ALLIANCES: THE EVOLUTION OF
DONOR GOVERNMENT RELATIONS IN KENYA

The donor government relationship in Kenya has undergone various incarnations, with both donors and the
government changing goal posts over the years when it has suited them. This chapter examines the changing
and evolving relationship between the Government of Kenya and donors since the 1980s and through the
presidential regimes of Moi, Kibaki and Kenyatta. In compatison to the other chapters of the book, this
chapter by journalist Rasna Warah!S presents a historical and contextual overview to the political and eco-
nomic landscape of Kenya. It is based on a literature review and an analysis of media debates and discus-
sions in Kenya, especially on the recent political events such as the new Constitution, the Kenyatta presi-
dency and the ICC trials.

In Kenya, Western donors’ engagement with the country’s political processes, governance in particular,
has seen donor aid being pegged on key political and economic reforms. However, in the last ten years, non-
traditional donors, such as China, have been playing an increasingly important role in the donor landscape in
Kenya, a development that has led to massive infrastructure projects, but often at the expense of more fun-
damental changes in governance. This chapter examines the various political events in the country that have
shaped the rather tenuous relationship between the Kenya government and Western donors under different
leaderships, and looks at some critical issues that may impact this relationship in the future. The chapter
proceeds chronologically by firstly looking at the Moi era (1980-2002), moving on to the two terms of the
Kibaki administration (2002-2013) and finally to the recent elections and the Kenyatta presidency (2013—
present). While the Kenyan government has recently been promoting a rhetoric of shifting alliances from
Western donors to increasingly looking East, it can be questioned to what extent this is actually reflected in

donor government engagement.

4.1. Donor-state relations during the Moi era (1980-2002)

Under Moi, Kenya’s economy stagnated as a culture of repression, impunity and political patronage took
root. In the early 1980s, as Moi tightened his grip on the country by making Kenya a de jure one-party state,
which was followed by a failed coup attempt in 1982, a number of underground organisations and advocacy
groups emerged to oppose his leadership and to fight for the enlargement of the democratic space. The
government violently cracked down on dissidents, many of whom were detained without trial while others
went into exile. In 1988, Moi introduced the w/olongo (queue voting) electoral system amid much controversy

and opposition.

16 Warah’s has authored several books, and her columns are published frequently in The Daily Nation, one of Kenya’s
leading newspapers.
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During that time, President Moi’s government also had to deal with a balance-of-payment deficit precip-
itated by falling prices for coffee, one of Kenya’s main exports, in the late 1970s, followed by an oil shock.
The government approached the World Bank for a loan in 1980, which it received in the form of structural
adjustment lending (SAL). SAL and the complementary structural adjustment programmes (SAPs) that en-
couraged privatization, industrialisation and a reduced role of the state in service delivery, led to a significant
rise in poverty and inequality levels and the numbers who were “unserviced” by the state. Government data
shows that between 1992 and 1997, some regions in the country had experienced sharp rises in poverty and
inequality, partly because of skewed allocation of government resources that favoured some regions over
others (Kiringai 2000). Privatisation of institutions of higher learning and state withdrawal from funding of
universities saw a rise in civil unrest, such as student demonstrations and street protests. However, the eco-
nomic crisis did not abate, which prompted the government to apply for another loan, this time from the
IMF, in 1982.

Widespread opposition to SAPs (which often translated into opposition to the Moi regime) and the real-
ization that the economic crisis was having a serious impact on people’s living conditions, led to some seri-
ous re-thinking by bilateral donors and multilaterals on how to present these austerity programmes with “a
human face” (Manji 2008). Funds were set aside to “mitigate the social dimensions of adjustment”. From
the mid-1980s, therefore, official aid to Kenya began increasing, rising from USD396 million in 1983 to a
high of USD1.18 billion in 1990 (OECD 2013).

In the eatly 1990s, as pressure on the Moi government mounted, the country witnessed the emergence
of what can be termed as democracy and governance NGOs that focused on civic education, human rights
advocacy, research and dissemination. Some of the largest funders of these NGOs included Sweden (SIDA),

USAID (USA), DANIDA (Denmark), NORAD (Norway) and the Ford Foundation (Maina 1998).

Grudging acceptance of donor conditionalities
When it became increasingly apparent that Moi’s regime was no longer politically tenable, Western donor
countries began imposing stricter conditionalities on aid. In 1991, donors decided to subject Kenya to a
wide range of conditions. Some Western diplomats, such as the US ambassador to Kenya, Smith Hemp-
stone, openly supported opposition politicians, activists and journalists, and provided safe havens for them
within the US embassy compound when their lives were under threat. During this time, the US government
was providing direct grants to civil society organisations that were at the forefront of reforms. In 1990, the
United States tied its aid to Kenya on political and legal reforms. (However, the official US policy towards
Kenya remained conciliatory as Kenya hosts US naval and air force bases, and has strategic interests in East
Africa and the Horn.)) Denmark followed suit by suspending aid to the Rural Development Fund on
grounds of corruption and mismanagement (Maina 1998).

However, despite the appearance of speaking with one voice, donors were not united in their approach
to the Kenyan government. France, Italy, Switzerland and Japan decided not to make political reform a con-
dition for aid in the 1990s, while the United States, Denmark. Sweden, Canada and Nordic countries tied aid

to political changes. Britain and Germany supported projects that they thought could advance political re-
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forms, but did not explicitly voice their opposition to the government, preferring instead to exert behind-
the-scenes pressure. For these countries, the primary concern was “the avoidance of any path that could
lead to a breakdown of the political and economic order”, especially in a country in which they held eco-
nomic and security interests (Brown, 2007). Moi, while grudgingly accepting donor conditions, also viewed
them as too closely allied to opposition activists, and in numerous speeches (mostly delivered in Kiswabhili),
would deride wazungu (whites) for interfering in Kenya’s internal affairs.

When the World Bank-led Consultative Group for Kenya suspended balance-of-payment support to
Kenya in November 1991, the government grudgingly re-introduced multi-party democracy and released
political prisoners (Maina 1998). President Moi believed that multi-party elections in 1992 would unleash
donor commitments to the country, but this did not happen. On the contrary, the mid-1990s saw a signifi-
cant decline in donor funding; the amount of ODA fell from $1.18 billion in 1990 to just USD310 million in
1999, the lowest in two decades (OECD 2013, see Box 1). While net ODA was relatively high (USD914
million) in 1993, it steadily declined over the next years. This could partly be due to the fact that some do-
nors did not view Moi’s reforms to be adequate, and were putting additional pressure on the government in
light of the fact that despite the introduction of political pluralism, Moi kept winning successive elections,
thereby blocking any chances of real reform. To make matters worse, revelations in the early 1990s of a fi-
nancial scandal popularly known as “Goldenberg” that involved the Central Bank of Kenya and that ap-
peared to have the blessing of senior government officials convinced many donors that the government was
not committed to ending corruption or implementing economic reforms. For some donors, a regime change
was preferable; many thus actively started supporting advocacy NGOs working in the governance and de-
Mmocracy sector.

The Moi era could thus be described as a period where donor and state interests did not always con-
verge but also as one where some donors started exerting increasing influence on the political sphere by ty-
ing aid to political reforms and by actively supporting opposition groups. At the same time, the country was
undergoing painful austerity measures that resulted in more engagement with development partners. SAPs
led to increased donor funding, but they failed to make the economy more resilient, and may have even
fuelled political unrest and dissent as poverty and inequality levels increased. Meanwhile, a repressive state
that was only willing to introduce minimal reforms forced many donors to reduce funding in order to put
more pressure on the government to widen the democratic space. The donor government relationship dur-
ing the Moi era has been aptly described by the Economist (in Ayittey 1999):

“Over the past few years Kenya has performed a curious mating ritual with its aid donors. The steps are: one,
Kenya wins its yearly pledges of foreign aid. Two, the government begins to misbebave, backtracking on economic
reform and bebaving in an anthoritarian manner. Three, a new meeting of donor countries looms with exasper-
ated foreign governments preparing their sharp rebukes. Four, Kenya pulls a placatory rabbit ont of the hat.
Five, the donors are mollified and the aid is pledged. The whole dance then starts again.”
However, it is also possible that traditional donors were suffering from “donor fatigue”, and did not view
ODA as a priority, a scenario that would change in 2000 with the adoption of the Millennium Development

Goals (MDGs). As shown later in this chapter, ODA levels would dramatically increase after the 2002 elec-
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tion when a coalition ousted Moi’s Kanu party from power, and as donors renewed their efforts at devel-
opment cooperation, particulatly in relation to the MDGs and in response to the “war on terror” precipitat-

ed by the terrorist attacks on New York and Washington in September 2001.

An overview of aid to Kenya

Aid to Kenya has increased especially in the last few years (see Graph 1), and in 2011 Kenya ranked 34
out of the top 10 ODA recipient countries in Africa, receiving about the same amounts of funds
(roughly $2.5 billion) as Tanzania and Mozambique (OECD 2013). This is a marked change from 2008,
when Kenya received roughly $1.3 billion in aid, around the same as Egypt, Ghana, Nigeria and Liberia,
but much less than Tanzania ($2.3 billion) and Ethiopia ($3.3 billion) (UN 2010).

ODA as a percentage of GNI has rarely exceeded 10 per cent in Kenya and has hovered around the 5
per cent mark in the last decade, compared to more than 10 per cent in neighbouring Tanzania. It is
estimated that international aid accounts for between 5 and 7 per cent of the national budget. ODA
comprises about 5 per cent of the country’s recurrent expenditure and around 24 per cent of central
government expenditure in 2007.

A review of donor assistance to Kenya shows that the largest share of international assistance to Kenya
goes towards four major sectors: health (including HIV/AIDS); infrastructure; education and agticul-
ture. Less than 10 per cent goes to democracy and governance activities. In 2007, bilateral donors con-
tributed 84 per cent of ODA to Kenya, while multilaterals provided 16 per cent (Zeeuw p. 3—4)1.

Graph 1: Net ODA to Kenya 1980-2011
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The USA is the largest bilateral donor to Kenya, followed by Japan, the UK, Germany, France and the
European Union institutions:

e The United States disbursed more than $700 million in 2011. US disbursements to Kenya have
steadily been increasing since 2001. In 2003, Kenya received $119 million from the US government.
By 2009, this figure had increased more than five-fold to $612 million. Mote than half of this aid
comprises the President’s Emergency Plan for AIDS Relief (PEPFAR), which is channeled through
the US State Department. USAID, the US international development agency, contributed $110 mil-
lion to Kenya in 2011. US funding also provides support to the security sector, including military
training and counter-terrorism activities, which jointly accounted for about $7 million in 2008.

e The United Kingdom is the second largest donor to Kenya after the United States. In 2008/9, the
U.K. gave more than £102 million to Kenya; of this £10 million was devoted to emergency relief fol-
lowing the 2007/8 post-election crisis. The UK Department of International Development (DFID)
contributed about £50 million to Kenya; most of this aid focuses on health, education, social protec-
tion and pro-poor growth. The UK has also supported free primary education, but has in the past
withdrawn funding to this sector after revelations of misappropriation. After the 2007 election crisis,
DFID began supporting public sector reform and continues to fund election monitoring and civic
education. It was a leading contributor to the “basket fund” set up by donors to ensure that the 2013
elections were free and fair.

e Germany’s aid budget to Kenya in 2007 was EUR 45 million. Its aid programmes are managed
through a number of specialized agencies such DED and GTZ. Its aid has tended to focus on pri-
vate sector development, water, sanitation and health though after 2007 it began focusing more on
governance and democracy issues.

e The contribution of the Nordic countries (Sweden, Norway, Denmark and Finland) is not as
large of that of the USA, UK or Germany, but these countries nonetheless wield influence in Kenya

as members of the European Union. These countries
the kinds of sectors they fund.

social democrat” tradition has also impacted

¢ Sweden contributed EUR 34 million to Kenya in 2008, of which about a third was spent on democ-
racy and human rights activities. Sweden has also been providing technical assistance to the public
sector and public finance management reform in Kenya.

e Norway has kept a low profile in Kenya after it was expelled from the country by the Moi regime
for being vocal about human rights abuses. Its contribution in 2008/9 was a mere EUR 4 million,
most of which went towards governance-related activities and gender issues. It has in recent years al-
so increased its funding to civil society organisations. It is also among the few bilateral donors that
supports political party secretariats and branch structures.

e Denmark has an aid budget similar to that of Sweden (around EUR 30 million), of which the largest
part is devoted to sectoral reforms in the areas of health, water and agriculture. It also devotes about
one-tenth of its assistance to private sector development and has been promoting the participation
of marginalized Muslim communities into Kenya’s governance.

e Finland’s annual aid budget as been about EUR 10 million. Since 2004, it has been focusing on the
governance, forestry and energy sectors. The country is also the lead donor to the multi-donor Gov-
ernance, Justice Law and Order (GJLOS) programme. Since 2008, Finland has slightly increased its
funding to Kenya. In the period 2008-2011, Kenya was allocated EUR 63 million, or approximately
EUR 16 million a year. Finland has also supported the mainstreaming of the MDGs in Kenya
through support to the MDG Unit in the current Ministry of Planning and Devolution (see:
Chapter 5).

Box 1. An overview of aid to Kenya
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4.2. “Looking East”: Shifting alliances during Kibaki’s first term
(2003-2007)

An economic downturn coupled with a stronger and more vocal and united opposition that had the support
of many donors ushered in a new government in 2002. The constitution barred Moi from running for an-
other term, and his ruling Kanu party suffered a massive defeat at the hands of the National Alliance Rain-
bow Coalition (Narc) led by opposition leader Mwai Kibaki.

Kibaki, a trained economist, immediately set out to fix the economy through an economic recovery
strategy. He put together a team of economists and technocrats who could steer the country towards growth
and recovery. The result was the Economic Recovery Strategy (ERS) spearheaded by the reform-minded
Minister of Planning, Anyang Nyong’o. According to the Kenyan economist David Ndii, who formed part
of this team, the ERS was mainly a strategy for employment and wealth creation, and was not premised on
aid, but rather, on improving efficiency in the various sectors, reducing corruption and reviving the much-
neglected agricultural and industrial sectors (Ndii 2014).

In 2003, Kibaki’s government introduced free primary education; about one million children who might
not have received any education were thus enrolled in primary school. His administration also sought to
improve service delivery by introducing performance-based contracts in the civil service and by appointing
professional technocrats in key ministries (ibid.).

When Kibaki assumed office, donors were extremely supportive of his government, and contributed
funds to his campaign promises of ending corruption and introducing free primary education, among oth-
ers. However, the “honeymoon” would not last long, as notes political scientist Stephen Brown (Brown
2007; 322):

Despite initially positive signs, notably in measures against corrupt members of the police and judiciary, it be-

came clear in mid-2004 that large-scale corruption was still a considerable problem in Kenya. Scandals emerged

over the procurement of passport-matking and police forensic laboratory equipment. In July, donors became more

vocal in their dismay with continued bigh-level graft. British High Commissioner Edward Clay’s public pro-

nouncements earned him severe criticism in Kenya. The EU suspended some assistance over the matter. As evi-

dence grew, the media added its voice, more donors joined in and the problem became increasingly difficult to ig-

nore or deny. Western diplomats alleged that corruption had cost the treasury USD1 billion since Kibaki took

office.
Revelations of corruption, particularly in relation to a scandal known as “Anglo Leasing” forced Kibaki to
suspend three of his ministers in 2006 (Wrong 2010). However, determined to continue with his economic
recovery strategy, and perhaps increasingly influenced by the “developmental state” philosophies of emerg-
ing Asian economies, such as Singapore, Malaysia and China, his administration sought to engage with non-
traditional development partners in the East. This led to a paradigm shift that fostered a different type of
relationship with traditional donors. Kibaki, itked by the scolding, paternalistic ways of Western donors,
adopted a “look East” policy that began wooing countries, such as China, not only as trading partners, but

as partners in development, particularly in large-scale infrastructure projects.
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Kibaki’s economic recovery policies also promised to end the country’s donor dependence by increasing
domestic revenue collection. During his first administration, annual economic growth rates rose to between
4 and 7 per cent. This, combined with the establishment of a more efficient revenue collection authority
and improved financial management systems, saw public revenue collections rising six-fold and donor con-
tributions to the national budget for recurrent expenditure dropping to a mere 5 per cent.

However, as Ndii (2014) notes, Kibaki’s Narc government soon relented to internal and external pres-
sure, and resumed its relationship with Western donors:

We strongly advised Nare against going in for a big aid funded programme too early, as these had the habit of
unraveling and destabilizing the budget and the economy. We argned that a ‘governance dividend’ of reducing
corruption, inefficiency and wastage wonld be sufficient to finance the recovery. The donors and the mandarins in-
sisted that the economy conld not recover without a massive infusion of aid. We fought bard. In the end we got
our way, or so we thought. The ERS was lannched, and we returned to our private lives. The bureancrats were
down but not out. Soon the Narc government relented, and agreed to mobilize massive amonnts of aid.

Thus, traditional donors continued to finance the development budget by up to 50 per cent and to en-
gage with the government and NGOs. Despite the government’s emphasis on self-reliance and revelations
of corruption (see Wrong 2010), Kibaki’s first administration (2003—2007) saw a sudden surge in donor
funding. ODA more than doubled from USD523 million in 2003 to USD1.3 billion in 2007 (OECD 2013).
The increase in aid was very likely a response to international targets set out in the MDGs, which increased
aid flows to developing countries. Security concerns also shifted donor priorities, with military assistance
towards anti-terrorism activities in Kenya and its neighbour Somalia becoming more important in the after-

math of 9/11.

Changing donor landscape

The donor landscape had changed considerably during Kibaki’s administration’s first term. With the adop-
tion of the MDGs in 2000, donors had made a renewed commitment to substantially increase ODA to help
developing countries achieve the MDGs. New programmes, such as PEPFAR initiated by US President
George Bush and the Global Fund for Aids, Tuberculosis and Malaria (GFATM), wete specifically geared to
achieving the MDG health targets. Private philanthropic organisations, such as the Bill and Melinda Gates
Foundation, had sprung up and were contributing as much as USD53 billion in aid to developing countries
by 2008. International debates on aid effectiveness and efforts such as the Paris Declaration on Aid Effec-
tiveness of 2005 and the Accra Agenda for Action of 2008, were also influential in changing donor and re-
cipient countries’ perceptions about foreign aid. On the one hand, there was a push to increase aid, while,
on the other, there was increasing skepticism about aid’s ability to deliver development (cf. e.g. Moyo 2009

and Warah 2008). Rising economic growth rates in several African countries, the discovery of oil and other
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minerals, increased foreign direct investment (FDI) and diaspora remittances'” would also make aid less im-
portant as a source of external finance.

At the same time, emerging economies, such as China and India, were playing a larger role as donors
and trading partners. It is estimated that “South-South” cooperation stood at USD15.3 billion in 2008, or
9.5 per cent of total development cooperation (UN DESA 2010). The largest emerging economy donors,
namely China, Saudi Arabia, Venezuela and India, accounted for 75 per cent of total South-South coopera-
tion. The emergence of China, especially, lessened the political influence of traditional donors on the Ken-
yan government, even though in absolute terms, aid from Western donors far exceeded that of countries
such as India and China.

Kibaki’s “Look East” policy would significantly alter the government’s relations with its traditional do-
nors, but as previously shown (Graph 1 in Box 1), it did not lead to reduced aid from OECD countries.
Hence, while the government appeared to be looking East rather than West, ODA levels in fact increased
dramatically during Kibaki’s first term. While Western donors worried about their reduced influence and the
increasing influence of China in Kenya, the latter’s contributions remained well below those of Western do-
nors. According to AidData, China provided Kenya with USD1.4 billion in aid between 2001 and 2011
(Daily Nation 2 May 2013). Road building and other transport projects accounted for nearly half of China’s
assistance. Energy generation is another big sector that China is financing. In addition, the emergence of the
other emerging economies as development partners was changing the equation of development assistance to
the country.

The government’s increasingly cozy relationship with non-traditional donors threatened to topple the
comfortable paternalistic relationship traditional donors enjoyed with the country’s leaders. The appeal of
China was irresistible, not only because China did not impose stiff conditionalities on loans and grants, but
China’s engagement with African countries, including Kenya, appeared, on the surface at least, to be mutual-
ly beneficial i.e. Africa’s natural resources in exchange for massive infrastructure projects, such as roads,
that had immediate visible and tangible impact.

Kenyan journalist Parselelo Kantai (2011; 146) says that as the economy in the Kibaki era divested itself
of a donor conditionality regime and donor dependency, donors found themselves increasingly squeezed out
of the centre: “If donor dictates were central to policy-making, particularly in the 1990s, and more broadly during the two
decades of economic austerity, today the donor community finds itself struggling for relevance. Donors have to rethink many of
their programmes as a fiscally expansionary state reclaims policy territory it had lost to the non-governmental sector.”

However, the elections of 2007 and their aftermath would again shift donor-state relations from re-
alighment towards the East to active engagement with the West. The surge in aid did not help in addressing
underlying issues which the Kibaki administration had promised to tackle, and which would lead to conflict
and political unrest later. The ERS and the infusion of aid (both traditional and non-traditional) failed to

alleviate the yawning gap between the rich and the poor. As Ndii (2014) explains, Kibaki’s first term ended

17Tt is estimated that the Kenyan diaspora remits roughly $1 billion to Kenya annually.
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the promise of an inclusive, people-centred agenda, whose repercussions would be felt after the 2007 gen-

eral election:
While the economic growth rate of Kibaki’s first term more than dounbled to 5 per cent from 2 per cent in Moi’s
last term, employment growth actually slowed down from 15 per cent to 9 per cent. The poor did not share the
growth, but they bore the brunt of inflation. During Moi’s last term, inflation for the low income and middle in-
come gronps had increased more or less equally, by 24 per cent and 28 per cent, respectively. During Kibaki'’s
[frst term, low income group cost of living rose 70 per cent as compared to 40 per cent for the higher ups. Farm-
ers’ purchasing power as measured by their agricultural terms of trade (prices of inputs versus ontputs) was erod-
ed by 20 per cent. The gasoline was all over the floor. All it required was the spark that the 2007 election fias-
co provided. The only people who conld not have smelled it were the pin-stripe brigade whose heads were up there
in the stratosphere with the NSE (Natrobi Stock Exchange) Index.

4.3. Renewed engagement (2008-2012)

The 2007 elections and their aftermath

By 2005, the coalition government that brought Kibaki to power was severely fractured. A referendum on a
new constitution had pitted pro-reformists against those who wanted the status quo to remain. Kibaki’s
former coalition partner Raila Odinga had formed his own political party, the Orange Democratic Move-
ment (ODM) that ran against Kibaki in the December 2007 elections. Disputed election results declaring
Kibaki as the president led to widespread violence in the country; more than 1,000 people were killed and
some 600,000 were displaced.

Economic activity virtually ground to a halt in January and February of 2008 as African Union media-
tors sought to bring about a compromise between the declared winner Kibaki and his political opponent
Odinga. After intense pressure from the international community, led by the African Union’s chief mediator
Kofi Annan, a coalition government was formed on 28 February 2008, with Kibaki as the President and
Odinga as the Prime Minister. This ended hostilities but left the government with the task of healing the
nation while ensuring that economic recovery was back on track. Vision 2030, a blueprint to make Kenya a
middle-income country within two decades, with its focus on public-private partnerships and infrastructure
development, was implemented. This saw an increase in infrastructure development, particularly roads.

What the 2007 elections made clear, however, was that an exclusive focus on the economy, without ad-
dressing governance issues, was a recipe for disaster. And as Ndii argues, the lack of an inclusive and peo-
ple-centred economic agenda fuelled the violence of 2007/2008, which was viewed by many as the culmina-
tion of pent-up anger against historical injustices, particularly those related to land, and economic inequali-
ties that the first Kibaki administration had failed to reduce. The stated agenda of the new coalition gov-
ernment was to fast-track governance reforms that had been largely neglected during the first Kibaki admin-
istration. The main focus of these reforms was a new constitution that would alter the way the country was

governed, and a revamping of the judiciary, which had been severely compromised during the Moi era.
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The aftermath of the 2007 general elections severely impacted the economy of the country, and offered

<

Western donors an opportunity to reclaim the “sphere of influence” they seemed to have lost during
Kibaki’s first term. The 2007 elections and their violent aftermath forced donors to re-assess their aid pro-
grammes; many focused their attention on the implementation of legal, institutional and constitutional re-
forms. The post-election violence led to increased funding towards peace and reconciliation efforts in the
country through civic education and humanitarian support to displaced families. Donors also intensified
their efforts towards ensuring that the country had a new constitution, which was finally adopted through a
nation-wide referendum in August 2010.

Keen to continue funding their “good governance” agenda through NGOs and the coalition govern-
ment, donors began increasing their aid to Kenya. In 2010-2011, net overseas development assistance
(ODA) to Kenya increased substantially to nearly USD2.5 billion. With a progressive new constitution in
place, and the establishment of constitutionally-mandated commissions'® that provide an oversight watch-
dog function and check the excesses of the state, plus a devolved system of governance that is more ac-
countable to people at the grassroots, donors may have no choice but to acclimatise to the changing reali-
ties. Their role as watchdogs and advocates for good governance, have, in a sense, been usurped by the new
constitution, which spells out cleatly the political, economic and social rights and freedoms that Kenyans are
entitled to; their new role would possibly entail responding to the new demands of the constitution, and not
focusing so much on the leadership of the country, whose powers have, in any case, been significantly cur-
tailed by the new constitution. After the new constitution it seemed that donors’ focus will be on assisting
the government in implementing the new constitution, rather than pegging aid on political and economic

reforms.

The Uhu-Ruto Conundrum: 2013 and beyond

Since 2007, donors have continued to support the government’s efforts to improve governance and to sup-
port key sectors, such as health and education. This support, and intense domestic pressure, resulted in far-
reaching and tangible results, most significantly the promulgation of a new constitution in 2010 that includ-
ed a Bill of Rights and devolved power and resources to 47 counties.

However, donors’ intentions were severely tested in 2013 with the election by a slight margin of Uhuru
Kenyatta as president and William Ruto as his deputy; both face charges of crimes against humanity related
to the post-2007 election violence at the International Criminal Court ICC) in the Hague. Their election
was preceded by warnings by some donor countries, notably the United States and Britain, that the country
would suffer “consequences” if ICC indictees were elected. This led to a highly successful campaign by the
Kenyatta-led Jubilee Alliance party to paint Western donors as “imperialists” out to undermine the sover-
eignty of the country, a campaign message that was partially aimed at discrediting the ICC, which was also

portrayed as being anti-African.
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The Uhu-Ruto campaign, as it came to be known, employed a clever strategy that used the ICC as their
main selling point — their candidature became more appealing because they were indicted by the ICC (Warah
11 March 2013). In many of their speeches, the duo branded the election and their intended victory as a
“referendum against the ICC”, implying that a victory would nullify the ICC’s charges against them as the
people of Kenya would have endorsed their leadership through the ballot, a view that was also endorsed by
some African Union member states and Ugandan President Yoweri Museveni, who described the Uhu-Ruto
victory as a “rejection of the blackmail by the ICC and those who seek to abuse this institution for their own agenda” (Daily
Nation, 10 April 2013). The campaign also argued that by bringing together the Kikuyu and Kalenjin ethnic
groups (that had clashed in the 2007 elections) under the banner of the Jubilee Alliance, Kenyatta and Ruto
had resolved the hostilities that led to the violence following the 2007 elections.

Kenya’s civil society, which had been at the forefront of the call for reforms throughout the 1990s and
had pushed for a new constitution after the mayhem of 2007/8, were now being labelled “gratuitous rabble
rousers”, dancing to the tune of their masters, the Western donors that funded them (Opalo, 2013). Kenyat-
ta’s inaugural victory speech on 9 April 2013 served to reinforce the message that perhaps civil society activ-
ists and donors had failed to read the mood of at least half the country, which was ready to “move forward”
and embark on the path of peace, prosperity and self-reliance (The Standard, 10 April 2013)". Alex Perry (9
March 2013), writing for TIME on the day the election results were to be announced, stated that “a win _for
Kenyatta wonld represent the most stunning articnlation to date of a renewed mood of self-assertion in Africa.”

One possible outcome from these tensions has been the introduction of a bill on Public Benefits Organ-
isations (PBO) into parliament under the Miscellaneous Amendment Bill 2013, published on 30 October
2013. The bill, which was finally rejected by patliament, sought to cap the amount of foreign funds that
NGOs could receive to 15 per cent of their budget. There has been opposition to the bill from civil society
organisations that accuse the government of being oppressive and placing the voice of civil society under a
tighter control of the state. However, the government has since defended the amendments saying they were
meant to bring transparency and accountability to the civil society groups. The bill was defeated in parlia-
ment after sustained pressure from stakeholders. If the bill had passed and been enacted into law, it could
have negatively impacted on CSOs working in especially sensitive and contested ateas, such as the extrac-
tives. These also happen to be the target growth areas of the government. The Kenya Information and
Communications (Amendment) Bill (KICA Bill) has raised similar concerns with potential to curtail free-
doms of the press; if the bill is enacted, dissenting voices within civil society and the media would be cut-
tailed significantly, giving the government (through a tribunal chaired by the information cabinet secretary)

the upper hand in determining what can and cannot be published or aired.?

19 The supposed “peace” that was supposedly maintained, however, is not reflected in social media, which Kenyans
have been using to hutl insults at each other. The ethnic bigotry displayed in some of the postings reflects a country
that is still deeply divided ethnically and politically

20 The bill is being contested by media houses, and it is likely a decision on whether it violates the constitution will be
made by the Supreme Court soon.
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The Jubilee Alliance, which claimed that it offered a new 215 century “digital” way of doing things, with
a heavy focus on youth, economic growth and poverty alleviation, is appealing to the Kenyan people’s up-
wardly mobile aspirations and their need for economic and social security — e.g. the Jubilee Alliance prom-
ised free laptops for primary school students, free maternal health care in public hospitals and business loans
to women and youth, among other incentives. However, public confidence in the new government appears
to be waning. An opinion poll in December 2013 found that 6 out of 10 Kenyans felt that the government
was taking the country in the wrong direction; 56 per cent of those polled cited the high cost of living and
inflation as the most serious problem facing Kenya, followed by unemployment (14 per cent) and insecurity

(9 per cent) (The Standard 25 December 2013).

Doublespeak from donors

After threatening all manner of “consequences”, including sanctions and “minimal contact” if the two can-
didates were elected, Western donor countries, notably Britain, quickly recanted their positions, particularly
after the Supreme Court declared the election free and fair in a petition challenging the election results.?!
Many Western donor countries were in a conundrum as the Independent Elections and Boundaries Com-
mission mandated to run the elections was partly financed by them, so they were hardly in a position to
complain about an entity that they had funded. In public, most stated that they were “satisfied” with the
conduct and transparency of the poll, though privately some expressed reservations (Africa Confidential 15
March 2013).

The United States took a more cautious approach. President Barack Obama skipped Kenya on his 2013
Africa tour, but the US government, at the time of writing, had still not made an official statement about
whether or how it would handle the Kenyan leadership. Given that Britain and the United States” have huge
security and economic interests in the country and in the Horn of Africa, it is likely that a compromise posi-
tion will be arrived at, and that normal relations will resume if the ICC cases against Kenyatta and Uhuro are
dropped. The United States remains the biggest donor to Kenya, with much of the aid going towards health
and security.

Meanwhile, no country has threatened to reduce aid or cut ties with the new government. On the con-
trary, most seem eager to engage with the government and keep aid levels high. Average official develop-
ment assistance to Kenya has amounted to an average of USD1.5 billion a year between 2007 and 2010, and
rose to USD2.5 billion by 2011 (the highest level in recent decades) and could rise as Kenya seeks to in-
crease donor support to the development budget under a devolved system of governance? (see Box 2 on

the challenges of devolution).

2 'The European Union did jointly issue a statement that warned Kenyans of adverse consequences if Kenyatta and
Ruto are elected but did not come out openly to state its position after the elections.
2 Data from www.oecd.org/dac/stats/idsonline Accessed on 15 June 2013.
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The challenges of devolution

In August 2010, Kenya’s citizens voted overwhelmingly for a progressive new constitution through a
nation-wide referendum. The most far-reaching impact of the new constitution is the devolution of
power and resources to the county level. Governors now head the forty-seven (47) counties and work
with County Assemblies to chart each county’s development agenda. It is hoped that this system of
governance will balance development efforts and bring government closer to the people.

However, the devolution faces several problems. As pointed out by Wolfgang Fengler, the World
Bank’s out-going lead economist in Kenya; one problem is that there are too many counties with too
few people in them. On average, each of the 47 counties have a population of less than one million
(about a quarter of Nairobi’s population), which is not economically viable because the cost per per-
son of providing services and infrastructure to such a small population is extremely high, especially in
counties where the population is not concentrated.! There is also another risk why devolution might
not guarantee a service delivery improvement. A rush to devolve key services such as transport and
health to the county level may actually see deterioration in these services in the short- to medium-term
simply because counties either lack capacity to carry out these services, or accountability measures to
ensure that funds are not mismanaged. If the ills of a centralised system of governance are replicated at
the county level, counties will not be able to carry out their functions effectively.

In his book Realizing the Kenyan Dream, Fengler predicts that design flaws and practical obstacles
could further derail the devolution process and that the transfer of funds from the central government
to the counties will remain a key area of contention. A possible risk is that the central government re-
neges on its commitments, although this is unlikely because the constitution will not allow it. An even
greater risk, however, is that the devolution process will fail. This would force the government to “re-
centralise” power and resources, and create a constitutional crisis (Fengler 2013).

This could happen, if the counties are given too many responsibilities and cannot bear the burden of
implementing them all at once. Following the 2013 general elections, counties have a dedicated level of
independent budgetary power — something they never had in the past. There are concerns that if fi-
nancial management systems are not adhered to and counties fail to make developmental issues a pri-
ority, this newly-given independence could affect service delivery. The first budget assessments indi-
cate that counties are spending large proportions of their budgets on recurrent expenditure rather than
development activities. Unless stricter budget control is enforced, this situation will likely create disaf-
fection locally. A deterioration of services could create a backlash against devolution. Unhappy and
under-serviced county residents could either protest, or become apathetic. This would not augur well
for the long-term prospects of devolution.

Box 2. The challenges of devolution

On the other hand, the new government has strengthened its ties with non-traditional partners, especially
China. In August 2013, President Uhuru Kenyatta signed a USD5 billion deal with China to construct a
railway line and an energy project®. It is not clear however, if the funds are in the form of a loan or a grant,

or a combination of both (Reuters 19 August 2013).

2 Questions regarding the legality of the tender awarding the Chinese government the railway contract have since
surfaced. As with most bilateral deals with China, the terms and conditions of the repayment of the loan extended by
the Chinese bank have also not been revealed or debated publicly.
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4.4. Conclusions

The Kenyan government’s relationship with the donor community has undergone several incarnations,
ranging from passive-aggressive non-cooperation to grudging accommodation to deliberate re-alignment. In
the 1980s, the relationship oscillated in the face of SAPs and a declining economy. Donor pressure in the
1990s forced the government to introduce political reforms, which ushered in a new era in 2003 that saw a
significant improvement in governance and the economy. However, unresolved historical injustices and eq-
uity issues led to a violent election in 2007, which forced donors and the government to re-focus their atten-

tion on these issues. The main changes in Kenyan government-donor relations are described in Table 6.

Table 6. Government-donor relations in Kenya 1980-2013.

Government-donor Domestic political and ODA /Fund levels
relationship economic environment

1980s Relatively high depend- Balance-of-payment deficit and ODA levels treble, ris-
ence on aid, particularly | declining economy increase bor- | ing from $396 million
World Bank and IMF rowing. SAPs introduced, fol- in 1983 to $1.8 billion
loans. lowed by austerity ’with a human | in 1990. Aid focused on

face”. Government cracks down | alleviating consequenc-
on political dissidents and makes  es of austerity.
Kenya a one-party state.

1990-2002 | Grudging accommoda- Multi-party democracy re- ODA declines, from
tion of donor demands introduced in 1991, followed by $914 million in 1990 to
to introduce political re- elections in 1992. President Moi a low of $310 million in
forms. Donors suspend | retains power but fails to improve = 1999.
balance-of-payment sup- | economy. Opposition groups
port to Kenya in 1991. unite to oust ruling party. Gov-

Some countries tie aid to = ernance and democracy NGOs

political and economic become increasingly vocal. Mwai

reforms. Kibaki wins the 2002 elections in
a landslide victory.

2003-2007 | Government’s increasing | Economic recovery strategies see | MDGs provide new
engagement with non- economic growth rates rise to impetus to ODA,
traditional donors and between 4 and 7 per cent. Per- which more than dou-
emerging economies, formance contracts improve pub- | bles from $523 million
particularly China. lic service delivery. Chinese en- in 2003 to $1.3 billion
Kibaki’s “Look-East” gagement with Kenya focused in 2007. Initiatives
policy takes shape. Gov- | mainly on large-scale infrastruc- such as PEPFAR inject
ernment emphasizes self- | ture development. large amount of funds
reliance, infrastructure However, low and middle income = into the health sector,
development and in- groups do not share in the particularly for
creased domestic revenue growth. Inflation and high cost of HIV/AIDS.
collection to reduce aid living bite low and middle income
dependence. groups hardest.

2007-2012 | Donors re-focus atten- New coalition government focus- | In 2010-2011, ODA
tion on governance and es on bringing about a new con- | increases substantially
reconciliation issues fol- | stitution while bringing the econ- | to nearly $2.5 billion —
lowing 2007/8 election-  omy back on track. Vision 2030 almost double that of
related violence, thereby  to make Kenya a middle-income ~ 2007.
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2013

re-gaining some of the
influence they lost in the
first Kibaki administra-
tion.

Donors take a back seat
as the new government
of Uhuru Kenyatta takes
a more cautious ap-
proach towards Western
donors, who he accuses
of neo-colonialism, pat-
ticularly in relation to the
ICC, where he faces
charges related to the
2007 election. Uhuru
continues to strengthen
Kibaki’s “Look-East”
policy, while appearing to

country begins implementation.
New constitution adopted in
2010.

Some donors threaten sanctions
if Uhuru Kenyatta and William
Ruto, both ICC indictees, win the
2013 elections, but recant their
positions after their victory. De-
volution begins in earnest as re-
sources as devolved to 47 coun-
ties. However, wrangles between
senators and governors and fail-
ure of some counties to use funds
appropriately may derail the de-
volution process in the near fu-
ture. In addition, civil liberties are
increasingly under threat as par-

Donor levels presumed
to be at 2012 levels as
no country has threat-
ened to withdraw fund-
ing yet. though the ICC
trials of President Ken-
yatta and Ruto may
impact economy and
prove to be politically
destabilizing. In August
2013, Kenya signs a
deal worth $5 billion
with China.

shun Western aid. liament passes regressive media
bills and as civil society organisa-
tions face increasing pressure
from the government to be more
transparent about their sources of

funding.

The nature of Kenya’s relationship with donors has changed significantly, with Kenya taking more charge of
its development priorities and being more in the “driver’s seat”, so to speak, regarding where and how it
gets finance for development. Nationally, the Government has been emphasizing the significance of self-
reliance through domestic borrowing, government bonds, syndicated loans and increased revenue collection
to fund the government and the planned projects. In this regard, Kenya, is perhaps more determined in this
development attitude compared to Tanzania. A Kenyan scholar mentioned: “So if you talk to people in the na-
tion, in their mind they are convinced Kenya will be a middle income economy, and if there was no political hitches to hold the
projects back, then it’s a very optimistic process.”

One key driver to the “Look East” policy of both the current and previous governments is mainly
linked to the unconditional access to loans, a focus on infrastructure development, markets for most of the
minerals, closer business ties with BRICs, and ICC. As the country has become less donor-dependent com-
pared to the southern neighbour Tanzania, the traditional donor influence has also been waning. The new
international policies have gradually focused on a higher interaction with the BRICS, Africa, other emerging
economies and the Arab countries. For years, and based on the change policies of the 1980s to eatly 2000,
the country has increasingly been looking towards China and other partners for developmental loans, but
especially amongst critics there is caution in the air towards looking Fast, which could bring forth new ques-
tions related to equity and environmental sustainability.

The most significant change in the country in the last decade has occurred in the area of governance.
The enlargement of the democratic space and the introduction of several progressive reforms since 2003
have significantly altered the way citizens engage with the state and made the government more accountable.

Setbacks, such as a contested election in 2007 and its violent and devastating aftermath, not only negatively
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impacted the economy, but also forced the government to fast-track much-needed reforms with the adop-
tion of a new constitution in 2010 through a nation-wide referendum. The new constitution establishes a
Bill of Rights and allows for a devolved system of governance, which took effect in 2013. This should make
governance more accessible to people at the grassroots, and allow for a more equitable distribution of na-
tional resources. The country has also adopted its own blueprint for economic growth and recovery, encap-
sulated in Vision 2030, with a focus on public-private partnerships and infrastructure development with a
view to making the country a middle-income country within the next two decades.

The current government led by Uhuru Kenyatta is under pressure from not just the Kenyan public, which
has high expectations, but also the international community that is watching the ICC (where he and his deputy
William Ruto face charges related to the 2007-2008 violence) with keen interest. President Kenyatta not only has
to deal with his case at the ICC, but faces devolution pressures (see: Box 2). With a mounting wage bill necessi-
tated by devolution, and 47 restless counties eager to lay claim to their share of the national cake, it is likely that
the energies of the Jubilee government will be focused on finding the resources to fund its various commitments
and activities, which could give traditional and non-traditional donors (particularly the BRICS countries) more
bargaining power and increase their influence in shaping the political and economic future of the country, both as
investors and as development partners. However, it is clear that the nature of the donor government relationship
has changed in Kenya, with the government being more selective in the kinds of assistance it will accept and from
whom, and being more assertive in stating its priorities, which are once again focused on the economy.

In the longer term, and beyond 2015, indications are that Kenya’s relationship with traditional and non-
traditional donors will be re-established and re-aligned, but this time focused not so much on governance issues,
but issues related to infrastructure development and implementation of the constitution, in particular issues re-
garding devolution and the funding required to make it a reality. A new focus on climate change and the energy
sector will also mean that donors will be keen to make environmental sustainability a core part of their donor
packages.

The recent discovery of oil and natural gas in the country could further strengthen Kenya’s relationship
with donors as key Western and other investors seck to gain a foothold in the country’s extractive industries
sector. Donors will be more willing to work with the government and fund its programmes if they believe it
is in their national economic and security interest. Moreover, it is likely that Kenya will continue be of stra-
tegic value to countries waging a war against international terrorism and that military and other forms of
assistance will continue as long as the threat of terrorism remains a concern in East Africa and the Horn.

However, as one Western diplomat in Nairobi remarked, “Donor engagement with the Kenya government in the
near future is pegged on one critical issue — whether or not Kenyatta attends his trial at the Hagne”. 1f the president is seen
to renege on his commitment to attend his trial, donor government relations could enter another phase of

non-cooperation — or grudging acceptance — and the “mating ritual” will most likely start all over again.
P gruaging p g y g
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5.  EXPERIENCES WITH MDGS AND DOMESTIC
DEBATES AROUND POST-2015 IN KENYA

This chapter looks at the expetiences telated to and the relevance of the MDGs in Kenya. It also explores
the views of different stakeholders on the post-2015 development framework. The chapter first sets the
context for the MDGs and how they have been adopted in other policies in Kenya. The adoption of the
MDGs coincided with the new government of Mwai Kibaki, and as such renewed focus to the delivery of
social services. Secondly, the chapter discusses the current status of the different MDGs in Kenya. Thirdly,
the performance of Kenya in attaining the MDGs as well as the probable reasons behind the successes of
some goals and the factors contributing to non-advancement of others, are discussed. The chapter then
moves on to the post-2015 framework, including the consultation processes and their outcomes. The pro-
cess of MDG implementation and the identified blind spots of the framework can be seen as the foundation
for the current debate and views. The chapter ends with a discussion on how the new SDG agenda may

align or contradicts with the government’s priorities.

5.1. MDGs in the context of Kenya’s national policies

The MDGs are meant to bring about social change in terms of human development. It is worth remember-
ing that socio-economic issues such as education and healthcare have featured in Kenya’s national develop-
ment agenda since the country’s independence in 1963. An overview of Kenya’s key development policies
and strategies is provided in Box 3.

The government’s first development blueprint, the 1965 Sessional Paper No. 10 "African Socialism and
Its Application to Planning in Kenya”, aimed for poverty eradication and the improvement of literacy levels
and healthcare services. The 1970s, in turn, were characterized by market-based policies and state interven-
tionism. At the end of the 1970s and beginning of the 1980s, Kenya became increasingly reliant on World
Bank and IMF loans. Structural Adjustment Programmes (SAPs) that encouraged privatisation and a re-
duced role of the state in service delivery followed. This lead to a significant rise of people “unserviced” by
the state as well as high levels of poverty and inequality.

As a consequence, in the year 2000, when the world governments were adopting the MDGs, Kenya’s
political and economic prospects looked grim. More than half the country’s population remained below the
poverty line, and rates of inequality were among the highest in the world (State of East Africa 2006). Similar
to the situation in other developing countries, the adoption of the MDGs can therefore be interpreted as a

means to address the social and human development crisis that had been precipitated by the SAPs.
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Key development policies and strategies in Kenya

Sessional Paper No. 10 of 1965: Aimed at addressing the inequalities from the pre-independence
period, in the areas of education, poverty and services. The Sessional Paper balanced market-based policies
with state interventionism. Its implementation was affected by the political and economic crisis, including
the oil crisis and fiscal deficit. In the 1980s, the ensuing economic crisis led to increased reliance on World
Bank and IMF loans. The policy was geared at encouraging public investments in the most productive are-
as and sectors of the country and the economy, which left many marginalized groups out of the benefits of
development, leading to high levels of inequality.

Sessional Paper No. 1 of 1986: Was aimed to re-orient national development priorities in response
to the economic crisis of the 1980s. The introduction of SAPs reduced the role of the state in service de-
livery. However, SAPs failed to deliver economic growth or industrialization. The Sessional Paper was de-
veloped on the background that development was not only influenced by domestic challenges but also
external factors, particularly the realities of liberalisation and globalisation. In addition, the poor implemen-
tation of economic policies, mismanagement, and weak institutions of governance were creating a chal-
lenge for development. These realities led to the drawing up of Sessional Paper No.1, which proposed sev-
eral fiscal and monetary reforms aimed at economic recovery and growth through market liberalisation.

Economic Recovery Strategy for Wealth and Employment Creation 2003: Aimed to accelerate
economic growth and employment by infrastructure, equity, poverty reduction and improved governance.
The growth strategy focused on sectors that generated employment most rapidly, including agriculture,
tourism, trade and industry, ICT, forestry and mining. This strategy would form the basis of Vision 2030.
However, the promise of inclusive growth and reduced donor dependence has not been realized as antici-

pated and poverty and inequality levels remain at similar levels prior to the implementation of the policy.

Vision 2030: is Kenya's long-term development blueprint (2008), and the ERS successor, to make
Kenya a middle-income and “globally competitive and prosperous nation with a high quality of life” by
2030. The Vision constitutes of three key pillars: economic, social, and political. Infrastructural develop-
ment, fostering of ICT, public sector reform and macro-economic stability are the key enablers for the
development of the three main pillars. The Vision has a heavy focus on infrastructure development, in-
cluding a new port in Lamu and road networks linking the country to Ethiopia, South Sudan and central
Africa. The Vision 2030 has been operationalised for implementation by separate five-year Medium Term
Plans (see below).

The First Medium Term Plan (MTP) 2008-2012: “Globally competitive and Prosperous Kenya”
aims to realise higher and sustainable growth of the economy in a more equitable environment, accompa-
nied by increased employment opportunities. A large part of the financing and investment of the pro-
grammes and projects is expected to come from the private sector through the Public Private Partnerships
(PPPs).

The Second Medium Term Plan (MTP) 2013-2017: “Transforming Kenya: Pathway To Devolu-
tion, Socio-Economic Development, Equity And National Unity” coincides with the term (2013-2017) of
the Jubilee Government. Its emphasis is on the full implementation of devolution in the context of a rap-
idly growing economy, promoting equity, inclusiveness, and employment to meet the needs of the youth.
The 2rd MTP aims to build on the successes of the 15t MTP, particularly in increasing the scale and pace of
economic transformation through infrastructure development, and emphasizes priority sectors under the
economic and social pillars of Vision 2030. As an addition, the 224 MTP includes the extractive sectors of
mining, oil and gas. The 2rd MTP also already includes a paragraph about the emerging international sus-
tainable development goals (SDGs) and aims to articulate how they will be adopted to the Kenyan devel-
opment policies.

Box 3. Key development policies and strategies in Kenya
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The first major MDG-related activity in Kenya took place in September 2002, with a national stakeholders’
workshop on the MDGs. The objective of the workshop was to seek consensus and promote understanding
of the significance of the MDGs and their links to national development planning frameworks. This led to
the establishment of a national MDG Task Force to spearhead the MDG campaign and prepare the first
status report on the MDGs in Kenya.

In 2003, the new government of Kenya’s third president Mwai Kibaki (2002—2013) introduced several
progressive reforms, including free primary education, boosting enrolment by about one million children
who might otherwise not have received any education. While this renewed attention to the education and
health sectors does coincide with the first years of MDGs, it is difficult to attribute this merely to the
MDGs. It is likely that the leadership of Kibaki was also influential. Kibaki had played a significant role in
the drafting of Kenya’s first constitution, and together with Tom Mboya was instrumental in developing the
Sessional Paper No 10 of 1965, which had literacy, education, health and poverty eradication as key devel-
opmental goals. Donors were supportive of Kibaki’s government (in comparison to Moi’s) and contributed
funds to his campaign promises of ending corruption and introducing free primary education, among oth-
ers.

Around the same time, in 2003, the government launched the five-year Economic Recovery Strategy
(ERS), which was to steer the country away from economic stagnation through accelerating economic
growth; poverty reduction through job creation; investment in people and social protection; improving gov-
ernance and the physical infrastructure. The MDGs became embedded in the ERS and Kenya’s first MDG
Country Report was produced in 2005. To align with the ERS the Cabinet directed in 2005 that the MDGs
were to be provided for in the specific budgets of ministries, departments and sectors with adequate funds
for implementation (GoK 2005). In the Budget Strategy Papers, the MDGs were considered a major criteri-
on for resource allocation. The official MDG Report (ibid.) suggests that in the areas of health, education,
agriculture and infrastructure, this shifted resource allocations to MDG-related programmes and areas with
‘a pro-poor focus’. The links between the ERS and the MDGs as mapped out by the Planning Commis-
sion’s MDG Unit are presented in Table 7.

The focus of the ERS is largely on macroeconomic stability, growth and infrastructure, and less on the
‘human development” objectives. From the Table, it is also possible to question how extensively the MDGs
were actually mainstreamed in the early 2000s. For example, it is not always self-evident that investments
into infrastructure directly translate into poverty reduction. The focus areas of the Economic Recovery
Strategy could be a reflection of the government’s priorities on growth and productivity rather than social

spending or the assumption that economic growth addresses the social dimensions of development.
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Table 7. MDG Equivalents for the ERS Pillars as presented in MDG Status Report 2005 (p. 10)

ERS Pillars MDGs Equivalent

Rapid growth with macroeconomic stability Investments- public and private; foreign and domestic-with
strong national facilitation and regulation.

Transportation (roads and rails), housing, energy, water and
sanitation.

Education; gender equality; child mortality; maternal health;
HIV, TB and malaria; health systems.

Rehabilitation and expansion of infrastructure

Investment in human capital

Strengthening institutions of governance Declaration to improve governance.
Revitalizing productive sectors: Agriculture, Tourism Trade Approaches to meet the Millennium Goal on hunger, create
& Industry jobs and increase incomes.

In 2008, the Vision 2030 was launched and replaced the ERS. The Vision was designed to introduce long-
term development planning and to limit the influence of self-interest driven party politics. The Vision 2030
is also viewed as the main document that incorporates and mainstreams the MDGs into the national devel-
opment policies and planning. The Vision aims to transform Kenya into a “globally competitive and pros-
perous country with a high quality of life by 2030, and is independent of aid. It aims for an annual growth
rate of 10% through a focus on six priority sectors that constitute 57 % of the Kenyan GDP: tourism, agri-
culture, wholesale and retail trade, manufacturing, IT-enabled services (previously: business process off-
shoring) and financial services. Vision 2030 also seeks to improve health, education, housing and the envi-
ronment, and to reduce inequalities by increasing the participation of women, youth and vulnerable groups
in all sectors of the economy. MDG-related social dimensions of development and poverty are articulated in
Vision 2030, but somewhat similar to the ERS, the main priority of the Vision is the acceleration of eco-

nomic growth.

5.2. Influence and challenges of mainstreaming MDGs
to national policies

As described above, the MDGs have been included in the main national policy papers. The mainstreaming
has had its challenges. According to many of the interviewed stakeholders the challenges in the early period
related to how the MDGs were introduced as a donor-driven process in spite of Kenya’s political commit-
ment to the Millennium Declaration. As a senior development expert stated: “Well, they are not saying they were
thrown to their faces because they are signatories to it... but it was not... or the eight development goals were not drafted on the
background of a profound discussion among common men on what they were supposed to achieve. And there is a certain will in
this conntry... that this should not happen again [with post-2015 framework-setting].”

Since the early stages there have been many efforts to sensitize various stakeholders and advocate for
the MDGs to be considered and incorporated in terms of government policy, planning, and budgeting. It
appears that the MDGs and these efforts have led to increases in budgetary allocations especially to primary
education as well as child and maternal health. As shown and reported in the various MDG Update reports,
the government has been adopting parts of the MDG framework into national programmes where they

have seen a strategic fit. It also seems that ‘results-based planning’, a key component of the MDGs, has been
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influential. Results-based planning is visible in, for example, the Vision 2030 and further articulated in the
shorter-term MTPs. According to the MDG Progress Report (2010), MDG mainstreaming has contributed
to a more rigorous and performance-focused planning approach, which has in turn contributed to a strategic
approach to many of the goals; and specifically the goals on health and addressing poverty. The MDG pro-
cess also seems to have fostered an improved data collection on the social sector that previously was not
monitored, thus enabling better resource allocation and evidence-based policy-making?. MDGs and the use
of quantitative data could have supported social sector development, but a robust system of data collection
has progressively evolved in Kenya, also beyond the health sector.

At the government level, the MDGs are at the core of government policies, but have a supportive Pro-
ject Implementation Unit (PIU), mainly a donor-funded unit under the Ministry of Planning. The MDG
Unit has operated as a full department since 2010, and is now under the Ministry of Devolution and Plan-
ning. However, the MDG-PIU unit was established under a tripartite agreement between the Finnish gov-
ernment, the UNDP and the Government of Kenya, and is supported by all three. The unit has been sup-
ported in two phases with Phase II coming to a close in 2014. The unit’s mandate is to mainstream, coordi-
nate and accelerate the MDGs in Kenya. The importance of the MDG Unit cannot be understated, as the
unit is strategically located to guide the evolution process of the MDGs into the next development frame-
work.

Another way to look at the extent of how the MDGs have been mainstreamed is through a closer re-
view of Vision 2030. The MDGs are presented as being incorporated into the Vision 2030, but it is not clear
what role they played in its development, and to what extent the two are consistent. The Vision is predomi-
nantly about accelerating economic growth, focused on massive infrastructure development, including a new
port in Lamu (see: Box 4 in the next page), railway line, road networks linking the country to southern Su-
dan and central Africa, and new ICT cities as part of the flagship projects. How these development paths
will acknowledge environmental sustainability (MDG 7 and the future SDGs) has not been explained.
While the government has indicated its commitment to sustainable development and to respect environ-
mental integrity, considering that natural resources contribute 45% of the GDP (IMF 2010), Vision 2030
does not give environmental sustainability (cf. MDG 7) the prominence it deserves.

What also remains unclear are the plans to make infrastructure projects deliver in terms of poverty re-
duction or how the accrued benefits from the projects are equitably distributed. As one of the interviewed
experts in our study noted:

“It is clear that we need new infrastructure and the Vision has contributed to the feeling of optimism on this.
And a lot has been done and lot is still there at the store. But the big question remains how people are able to
tap into the benefits and promises related to the infrastructure projects. We don’t have any assessment on this,

and no indicators related to that. My feeling is that no trickle down has been happening, at least not yet.”

24 This is also in line with the African Union’s Social Policy Framework (SPF), which was endorsed by all African heads
of state in 2009 supported by the World Bank and echoed in the United Nation’s Social Protection Floor Initiative.
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Vision 2030 emphasizes the role of public-private partnerships (PPP). Because PPPs feature also in
healthcare services, this poses serious concerns for the accessibility of quality services in the future. Another
interviewed informant, representing an NGO working on good governance, stated:

“The projects like the Lamu Port and many of the elements in the Vision represent the development paradigm
of the 1970s, with big bulky things guided by aspirations of bureancrats who want to do Big Projects. 1 feel that
these easily end up being part of the problem rather than the solution. My take on this is that I say yes to devel-

opment but not without considering how, for whom, and with what kind of costs.”

Lamu Port and Lamu-Southern Sudan—Ethiopia Transport Corridor — LAPPSET

The Lamu Port and Lamu-Southern Sudan-Ethiopia Transport Corridor (LAPPSET) is a key flagship
project of the Vision 2030. The transnational transport and infrastructure project aims at linking South
Sudan and Ethiopia to a planned deep-water port in Lamu archipelago on the Kenyan northeast coast. Ac-
cording to the national project profile, LAPPSET is expected to foster socio-economic development in
East African countries by enhancing regional trade and also by opening up regions of Northern Kenya that
have long suffered from particular underdevelopment due to a poor infrastructure. The project was muted
back in the 1970s but was recently brought back to attention by the former Kenyan president Mwai Kibaki.
Ultimately, the LAPPSET project aims at contributing to a larger vision of opening up a land bridge be-
tween Cameroon and Kenya and thus significantly transforming Africa’s maritime trade by joining the In-
dian Ocean to the Atlantic.

The LAPPSET corridor will form Kenya’s second transport corridor and thus cut over-dependence on
Kenya’s current main port of Mombasa. Construction of the port of Lamu began in March 2012 when the
project’s vision was launched by the Kenyan President Mwai Kibaki, the late Prime Minister of Ethiopia
Meles Zenawi and President of South Sudan, Salva Kiir. Lamu was seen as an ideal location for a port already
in the 1970s with its natural depth and a wide entry point allowing multiple ships to enter the port simultane-
ously. An agreement on the construction of the oil pipeline linking Lamu with the oil fields of Southern Su-
dan was signed between the two nations in January 2012. South Sudan has agreed to finance the oil pipeline
while Ethiopia has expressed its financial support for the railway line.

Explaining the mega-project approach in Lamu

In addition to the East African countries involved, the mega-project has piqued interest of many ex-
ternal stakeholders. With estimations up to USD 25 billion, the LAPPSET project’s financial demands are
comparatively large especially when compared to the national budgets of the partner countries. Therefore,
the Kenyan government has approached private equity firms, long-term lenders and banks to invest in the
initiative. For example China, India, South Korea, Turkey, Brazil and the European Union have been ap-
proached in hope of mobilising investments. The World Bank has also contributed to the project by fi-
nancing the feasibility study and design of the transport corridor linking Kenya to South Sudan, although
Kenya has mainly looked to the East for major infrastructure support. China has been particularly active in
the project with the China Communications Construction Company (CCCC) responsible for the berth
construction of Lamu Port. Also President Kibaki’s “Look East” policy and the changing geopolitical dy-
namics have guided Kenya’s interests to seek support from the Asian markets rather than from the West.
After Kenyan president Uhuru Kenyatta stepped into office in 2013, there have been speculations of how
the LAPPSET project will develop; where the main financiers come from; and whether the project can be
completed by 2030.

The port of Lamu is due to open in 2016 but to date only the Lamu headquarters have been complet-
ed and concerns over the visible delays have been expressed. China is also involved in a competing port
construction project in Bagamoyo to target the same landlocked markets in East Africa. Even so, the ob-
jective of the LAPSSET project is to open up northern Kenya and provide a reliable transport corridor for
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Ethiopia and Southern Sudan. The following components are planned to be constructed:

e A standard gauge railway line;

e A new road network;

e An oil pipeline, crude oil pipeline and refined oil pipeline from Lamu to Jubaa and Ethiopia;

e An oil refinery at Lamu with capacity of 120,000 barrels per day;

¢ A modern oil terminal at Lamu port to facilitate tanker loading and offloading;

e A refined petroleum products pipeline from Lamu connecting to the existing Mombasa-Kampala
pipeline;

e International airports at Lamu, Isiolo and Lokichoggio;

e A free port at Lamu (Manda Bay) including three berths to handle container, conventional and
bulk cargo vessels,

e Lamu Port Management Building, Lamu Port Police Station and staff housing, and dispensary
and a club house;

e Three resort cities in Lamu (at Manda Bay), Isiolo and on the shores of Lake Turkana; and

e 1,420km 220 KV double circuit electricity transmission line along the LAPPSET Corridor

A tsunami of change in Lamu

The LAPPSET project will cover 28 500 hectares on land and sea (10 000 hectares on land and 18
500 hectares on sea). Compared to a population of 101 539 (2009 census), the metropolis would grow to
500 000 people in a period of only three years, an increase of almost 500 per cent, and in ten years’ time,
the city is expected to inhabit 1.25 million people, which ‘%o put it mildly —it is like a tsunami”, according to
the statement of a government official during a workshop called “Envisioning Lamu Metropolis”. Under-
standably, the project has provoked civil society reactions. Findings from our research and field visit indi-
cate that most civil society organisations from the Island of Lamu felt that the government of Kenya has
not paid attention to their demands to involve them in the consultation process.

A representative of the ‘Save Lamu’ association stated that: “In principle, people are not against the port,
(but) our main concern has been the lack of consultation. It is a way of getting people to feel that the project concerns them and
(allows them to) take ownership of it”. One of the activists was far more critical in his remarks: “First, the port does
not have an ELA [Environmental Impact Assessment], and yet the dredging activities have started, and the beadgnarters
have already been constructed. The port is also in the middle of the channel that supports all traffic to and from the many iso-
lated islands. The people use the channel to access bealtheare; (but) it is also used by tourists for visiting the marine park. The
local boats ferry students to and from schools. Importantly, the channel is the lifeline for hundreds of fisherfolk”.

In the workshop discussion, most respondents were of the view that the government has a deliberate
policy of impoverishing the local inhabitants, “%he government bas a policy of impoverishing the people from the coast,
we wonld like a future where we control onr destiny”. The “government has been creating settlement schemes in the coast for
people from upconntry with the legal title to the land, (and) yet the locals have remained as squatters”.

This disenfranchisement has made youth from the region to cross over the border to Somalia to join
“Al-Shabaab” and the fervent secessionist campaign of “Pwani si Kenya”, which signifies that the Coast
(geographical area of Eastern Kenya, bordered by the Indian Ocean) does not belong to Kenya. Considera-
tion of this security issue will be critical for the planned developments because they may create a high level
of disaffection, and ultimately, protracted insecurity.

The loss of cultural identity is also seen as a major threat. Lamu is a unique area, where multiple in-
digenous peoples will be affected by the Lamu plans. According to a member of the UN Permanent Fo-
rum on Indigenous Issues, many indigenous groups will experience significant changes in their lifestyles
due to the LAPPSET project. An opinion article by Hadija Bwanaadi discusses some of the unanswered
questions on the roll-out of the Lamu project plan after a meeting by the Physical Planning Office (PPO):
“will we simply be following a script written in Nairobi or will local stakebolders hold sway to envision the county in their own

way and to ensure that whatever is developed is sustainable environmentally and socially?”.
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The Kenyan government strongly supports the Lamu project plans. The government has also devel-
oped a plan to deal with issues such as land tenure conflicts. In August and September 2013, 2 000 title
deeds were issued to Lamu residents. However, within a few weeks of the issuance, it was claimed that
many of these deeds had already been sold to speculators at a throwaway price. In an article “A week later,
villagers in Coast sell their land” of Daily Nation (September 13, 2013), most of the interviewed people
who had sold their land blame economic hardships.

Main sources: Daily Nation (2013), LAPPSET Tracker, Monde Diplo (2013), The East African (2013)

Box 4. The situation in Lamu

5.3. MDG performance in Kenya

After more than a decade since the introduction of the MDGs, it seems that Kenya has experienced major
achievements, but not without stark shortcomings. Kenya is performing well particularly with goals 2 (uni-
versal primary education), 3 (gender equality) and 6 (combat HIV/AIDS, malatia and other diseases) but
falling far behind with others, especially goals 1 (eradicate poverty and hunger), 4 (reduce child mortality),
and 5 (improve maternal health) (ECA et al. 2010). The progress on the MDGs in Kenya is summarized in
Table 8 in the next page.

In terms of the perceived MDG successes, Kenya has performed well in combating HIV/AIDS and
other diseases (MDG 6), in part thanks to intense donor funding geared towards these issues. Especially the
US-led PEPFAR initiative has geared significant funds towards the attainment of MDG 6 in Kenya . Kenya
is also on-track to achieving MDG 2 on education. This is attributed to a great extent to the introduction of
free primary education during Kibaki’s first presidency in 2003. Also in the recent years it has received the
highest proportion of government’s funding allocations to the MDGs. Kenya is not very likely to achieve
MDG 3 on gender equality. Yet, some progress has been made there. Gender parity in primary education
has been high during this decade and even in recent years it has somewhat increased. The public sector ap-
pointments of women have somewhat improved, possibly assisted by the new Constitution of 2010, which
guarantees a representation of at least two thirds of either gender in all public sector appointments. Still the
last elections (2013) were not very encouraging in terms of women’s representation as only 19% of parlia-

mentarians are currently women.
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Table 8. MDG Performance in Kenya (UNDP MDG report 2013) (UNDP Country Report 2005) (The

World Bank 2011)
Millennium | Indicator Baseline Current 2015 target = Remarks
Develop- Kenya Kenya Kenya
ment Goal (1990)
Goal 1: Not achievable
Eradicate No progress made during past 5 years
extreme
poverty and 1.1 Proportion of population | 44.7% 34-42% 21.7% Not achievable
hunger below $1,PPP (based on na- (1992)
tional income poverty line)
1.2 Proportion of population 48,7-45,6% Not achievable
below $1, PPP (based on na- (1997-20006)
tional food poverty line)
1.3 Under-5 Underweight (%) = 20.1% 22.-22.9% 16.26% Not achievable
(weight-for-age below — 28D) (1997-20006)
16.4% (2009)
1.4 Under-5 stunted (%) 36.9-34.7% 3.09 Not achievable
(height-for-age below — 2SD) (1997-20006)
1.5 Achieve full and produc- High Not achievable
tive employment and decent
work for all
1.6 Global Hunger Index, 20.7 19.3 (2012) > 4.9 Not achievable
UNDP Regional Report 2013
Goal 2: Achievable, progress on this has been made during the last decade, including the very recent
Achieve years
universal . . .
fima 2.1 Net enrolment ratio in 95.7% in 100 Achievable
p ry primary education (%) 2012 Primary comple-
education .
tion rate 83.2
(2008) to 97.8% in
2009
2.2 Gross enrolment ratio in 116% in 2012 | 100
primary education (%)
Goal 3: Not achievable, but some progress has been made during past 5 years
Promote
gender 3.1 Gendef parity ir}de.x for. 02.?)(6)—80.29312 Achievable
equality and gross enrolment ratio in pri- ~ ( — )
mary education (2015 target =
empower gender parity index between
women 0.97 to 1.03
3.2 Gender parity index for 0.85-0.88 Achievable
gross enrolment ratio in sec- (2008-2012)
ondary education
3.3 Gender parity index for 0.67-0.78 Achievable

gross enrolment ratio in ter-
tiary education

3.4 Proportion of women
among members of Parlia-

(2008-2012)

19% in 2013

Not achievable
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ment (%)

Goal 4: Not achievable, during recent years the results have been very poor even to the extent of re-
Reduce gressing
child }
mortality 4.1 Under-five rno.rtahty rate 100.6-72.9 90% <1 SS% 2012
(deaths per 1,000 live births) (2004-2012) likely achieve tar-
get of 90%
4.2 Infant mortality rate (per (NNMR?3) Not achievable
1,000 live births) 31% 2009)
4.3 Proportion of children 100
vaccinated against measles
Goal 5: Not achievable, during recent years the results have been very poor even to the extent of re-
Improve gressing
maternal _ . . .
health 5.1 Maternal Mortality Ratio 147 Not achievable, in
(per 100,000 live births) recent years ma-
ternal mortality
rate has actually
been increasing.
5.2 Proportion of births at- 42-56% 100
tended by skilled health per- (2003-2007)
sonnel (%)
Goal 6: Achievable, good progress has been made on this one
Combat
HIV/,AIDS’ 6.1 HIV prevalence, 15-24 3.8% — Probably
malarla. and years 2.9% achievable
other diseas- (2007~
es 2011)
6.2 Prevalence, 15-49 years 7.4% — Probably
(estimated number of new 6.3% achievable
HIV infections per year per (2007—
100 people) 2011)

Goal 7:
Ensure envi-
ronmental
sustainabil-

ity

Not achievable, the results have been mixed
e In terms of water supply first some progress was made but in recent years the results
achieved have been poor
o  Forest cover has increased somewhat.
e  The CO2 emissions have been reduced, but may increase in future

7.1 Proportion of population Not achievable
using an improved drinking

water source (%o of rural pop-

ulation)

54% (2011)

7.2 Proportion of population Not achievable
using an improved drinking

water source (%o of urban

82.7% (2011)

population)
7.3 Proportion of people with 19.4 % — 81 Not achievable
access to improved sanitation 22.6 %

%5 Neonatal mortality rate
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(2003~

2008/2009)
Goal 8: Most likely not achievable. The challenge is that there is lack of data/record, except for the na-
Develop a tional data on market access, ICT penetration and access to mobile phones which have shown
global part- good progress but are not very indicative for the achievement of the main elements of the Goal 8.

nership for
development

Much of the assessment of Kenya’s MDG progress, however, depends on how one counts “success”. For
example, despite success in MDG 2, there are many concerns still remaining in the education sector. The
concerns over MDG 2 relate to regional disparities and the low quality of education. While primary school
enrolment has increased, there has been a dramatic fall in the quality of education (Bold et. al. 2011a, Bold
et. al. 2011b). In Kenya, schools have become overloaded, with a perennial deficit of teachers (in 2013
standing at a deficit of around 80,000 compared to 60,000 in 2008), and the private schools that have mush-
roomed to meet the shortfall have received mixed ratings (ibid.). Further, secondary schools are suffering
from a high (and increasing) number of dropouts (Achoka 2007). Similarly, despite success in MDG 6, many
challenges in improving the health sector still remain, as indicated by the problems with maternal health.
The current challenges in the health and education sectors also speak for paying more attention to the quali-
ty of the services, not simply to the quantitative targets. In the Kenyan context it is of increasing importance
to discuss how health service delivery will be affected by the devolved county structures. One of the key
lessons learned, at least according to the Kenyan MDG update reports, has been the realisation that devel-
opment goals are inter-connected, dependent on multiple actors and sectors and the success level depends
on how all these different factors are synergistically working together.

On the MDGs that Kenya is lagging behind, the most concerns have been raised on MDG 1 on poverty
and hunger and MDG 5 on maternal mortality. In terms of poverty eradication (MDG 1), absolute poverty
has decreased only marginally and inequalities between the counties remain stark. Between 2006 and 2010,
the Human Development Index of Kenya fell from 0.535 to 0.470, showing a decline in the quality of life.
The HDI started to increase again in 2009 and in 2012 it had improved to 0.519. At the launch of the
Global HDI, the AfDB leadership pointed out, “that despite the impressive economic advances shown in
the report, inequalities remain in gender, location (rural versus urban areas) and wealth (the rich and poor)”
(HDR 2013; see also Standard Media 2013). Absolute poverty figures have declined, but remain considera-
bly higher than in other countries in the region: currently 47.8 per cent of Kenya’s population still lives be-
low the poverty line (HDR 2013). Income inequality is high between regions (PBO 2013), and again, con-
siderably higher than in other East African countries.

Maternal health and maternity services (MDG 5) are in precarious condition. According to WHO
(2012), the main causes of maternal mortality include haemorrhage, infection, high blood pressure, unsafe
abortion, and obstructed labour. Other research (Magadi et al 2001; 2004; Rush 2000) has pointed to the
importance of women’s health and nutrition prior to pregnancy. Further, in Kenya, cultural practices like
early childhood marriage have also been shown to influence the likelihood of maternal mortality. The dis-

parity due to different social conditions, provision of obstetric care, health-related behaviour, nutritional or
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health status, or a combination of these factors might add to the list of many variables that influence the
likelihood of meeting this MDG (see Rush 2000). Specifically in Kenya, the causes of maternal mortality
have been associated with maternal age, antenatal clinic attendance and educational attainment (Magadi et al.
2001).

Maternal health has been pootly funded both from the government and from the side of development
partners. To accelerate the meeting of the maternal mortality goal in Kenya, the Jubilee government intro-
duced in June 2013 free maternal care, which increased the access to maternity facilities by between 10-
50%. A “Beyond Zero” campaign aims to improve maternal health care and deploy mobile clinics across the
country to provide better prenatal, delivery and postnatal services to the underprivileged. The World Bank
currently estimates that Kenya’s maternal mortality ratio is 360 per 100,000 live births®* (compared to less
than 10 in most of the developed world). However, the Demographic Health Survey 2008-2009 (KNBS
2010) has previously shown that the main reasons for women not delivering in a health facility were related
to: too far away services (42%); consideration that it was unnecessary (21 %); inability to access services in
time for labour (18%); high cost of services (17%). While significant, the government’s initiative of free ma-
ternal care will mainly assist those whose barrier to the service was cost, while still not addressing the other
equally important aspects mentioned above, and which the Beyond Zero initiative aims to address. This also
highlights the importance of considering the various aspects and the synergies between other goals when
attempting to address maternal mortality. As an interviewed donor partner to Kenya commented, "Free
maternity service as a government programme, is quite a challenge. ... You need more staff, medicine, financing, you need every-
thing. 1t’s not so easy. There are no facilities and services available for that.”

In Kenya, as elsewhere, the greatest challenges in assessing MDG progress have been with MDG 7 (to
ensure environmental sustainability) and MDG 8 (global partnerships) (AfDB-ADF 2008). The success of
MDG 7 is often viewed from the narrow perspective of environmental health and sanitation as opposed to
the broader concept of ecological integrity, it has also been measured against the increased forest cover, but
whose statistics have been found wanting. MDG 7 also presents the disparities between rural and urban are-
as in e.g. access to clean drinking water. All in all Kenya has one of the lowest access rates to clean water
sources in the whole world. Concerted actions are needed and some have already been taken especially in
addressing the water supply situation in the urban slums. MDG 8 reporting has been equated with mobile
technology as a measure of its success, this is hardly indicative of global partnerships. Kenya’s MDG Status
Reports and updates by the MDG Unit have, however, discussed the constraints to achieving the MDGs,
including the inability of developed countries to fulfil their commitments in ODA and the unfair global
trading systems. At the same time, the MDG Unit further pointed out in an interview that it was tired of
making references to the non-attainment of MDG 8 by the North, and has therefore instead focused on
reporting Kenya’s achievements in ICT with regards to the goal.

A relevant issue that has been raised in discussions on MDG performance in Africa generally and also in

Kenya specifically is the reliability of statistics. For example in maternal mortality, according to Betran et al.

26 Modelled estimate
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(2005) the goal aiming at reducing by three-quarters the maternal mortality ratio between 1990 and 2015 has
significantly increased the demand for measuring maternal mortality at national and subnational levels.
However, only a few countries have comprehensive registration of deaths and causes of death, which can
result in a significant underreporting of maternal deaths. On the other hand, Kenya has shown progressive
improvements in the use and publication of data by the government through the Open Data Initiative,
launched in 2011, which makes e.g. census, expenditure and public service data available through an online

portal.

5.4. Resourcing the MDGs in Kenya

In Kenya, it is estimated that financing poses a serious challenge to the achievement of the MDGs?. In
2005, the MDGs Project Implementation Unit (PIU) undertook a “Needs Assessment and Costing Study”

to estimate the resources required to finance the achievement of the MDGs in the country. The study esti-
mated that the country needed to spend USD 61 billion between 2005 and 2015 — or USD 5.547 billion an-
nually — to achieve the MDGs by 2015 (GoK 2005, 38—40; see also: Wanjuhi and Tervo 2013, 11). In es-

sence, the study identified fundamental challenges, of which the lack of resourcing was beyond any single
actor (government, development partners, private sector, faith-based organisation or others), and therefore a
major constraint to the successful implementation of MDGs. The study suggested that the bulk of MDG
related expenditures should be financed mainly by donor support in the form of grants in the initial years.
Consequently, the Kenyan government could finance these costs to a maximum of 22% in the first year, and
then increase its share in subsequent years. The total government budget for the MDG related expenditure
has increased from USD 3.5 billion (financial year 2002/03) to USD 12.6 billion (financial year 2012/13).
However, a recent report (Wanjuhi and Tervo 2013, 11) outlines that the government allocations to MDGs
increased slower (21%) than allocations to all sectors (89%). What is more, the proportion of MDG-related
allocations has decreased from 20% in 2008/09 to 15% in 2012/3 (ibid.).

Earlier studies suggest that Kenya subscribed to the Millennium Declaration with a conviction that part-
nerships were to be built around mobilizing resources and instituting policy measures to implement the
MDGs (Mbuthi et al. 2007). In spite of donor promises, though, Kenya is still facing a financing gap to meet
the MDGs (MDG Unit 2012). This has led to resentment towards donors in some of Kenya’s ministries,
and a feeling that donors are not sufficiently committed to delivering resourcing for the MDGs. As a high-
level ministry official commented: “T'he MDGs were simply delivered to us withont consulting and without real resonre-
ing’. Some of the donors will, however, have a more critical view on this claim, and would rather emphasize
the role of the Kenyan government in administering funds. Unlike in Tanzania, aid in Kenya has not typical-

ly been provided through a general budgetary support, because previously, when donors had allocated funds

27 How Kenya has succeeded in achieving the MDGs is affected by the amount of resources dedicated by both donors
and the Kenyan government to the key MDG areas.
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through sector-wide approaches, it was found to lead to the misuse of funds. Thereafter, many donors in
Kenya have operated within a project modality. The challenge of the project approach in supporting the
MDGs is the fact that it fragments financing and planning efforts, creates coordination challenges between
the different initiatives that are targeting separate MDGs as well as is undermined by delays by the govern-
ment to sign development projects such as those supported by the EU and USAID. The project modality
may create competing organisational structures and lead to the duplication of actions, and thus the silo ap-
proaches might miss synergies and supportive opportunities. As discussed above, the largest allocations of
MDG support from development partners has been for the Goal 6 — and this has also been translated into
success. At the same time, other health sector goals have not significantly benefitted from donor support.
Out of the different MDGs, the government focus in terms of resourcing has been on primary educa-
tion (42% of proportional MDG allocations in 2008/09 and 45% in 2012/2013) whereas the biggest pro-
portional reductions have been in the health related sectors (Goals 4-6) decreasing from 20% in 2008/9 to
11% in 2012/13 (Wanjuhi and Tervo 2013). In total, Government spending (both recutrent and develop-
ment) for the whole education sector (not only primary education) seems to have ranged between 23.7%
and 29.6% over the last five years (PBO 2013; Institute of Economic Affairs 2013) and the education sector
has consistently received among the largest budgetary allocations in the government. Spending for primary
education comprised 9.9 % of the education budget, whereas spending on the new ‘one laptop a child’ pro-
gram was 40 % of total education spending (PBO 2013)%. In comparison it seems that the other critical
goals are highly under-resourced. However, especially in education, the importance of the quality of services
over quantity has become critical in recent years. While looking at the budgetary allocations to different sec-
tors might oversimplify the full picture, it could be relevant to discuss in detail the possible correlation be-
tween the reduced government funding emphasis on the MDGs in recent years and the perceived lower-
than-average performance in MDGs in Kenya. Especially significant seems the correlation between a very
low funding emphasis to maternal health from the government as well as the development partners and the

stagnation, or even regression of the maternal health indicators.

5.5. Post-2015 consultations in Kenya

Post-2015 agenda and national consultations

A series of post-2015 consultations have been carried out mainly by CSOs and the government in Kenya
(Table 9). The MDG Unit held post-2015 dialogues in 12 counties in April 2013 and a National CSO Con-
sultation in June 2013. The results from these consultations were presented and discussed further at a Na-
tional Stakeholders Forum to produce the National Consultation Kenya Report. These consultations should

form the basis of the national Kenya position for the post-2015 negotiations (at the time of the writing this

28 Out of total education budget of 130 billion shilling, Kshs 12.9 billion was dedicated to free primary education and
the school feeding program. In turn, Kshs 53.2 billion was allocated to the ‘one laptop a child’ program.
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report, it had not been publicly discussed). The National Consultation highlighted several points for Kenya

to bring into the post-2015 negotiations (GoK 2013; 15):

Table 9. National post-2015 consultation report.

National Post-2015 Consultation Report of Kenya

The Kenya national consultation report emphasizes five themes:
1. Agriculture and food security; 2. Employment and enterprise; 3. Health; 4. Universal education and

gender; and 5. Environment — that have been elaborated into specific areas in policy recommendations:
e Economic growth;
e Inclusion, empowerment and meaningful active participation;
e Human rights approach;
e Equality and equity in the delivery of services;
e Tackling challenges of rural-urban migration;
e Appreciation and use of local knowledge in the solutions to development problems;
e Adequate investment in infrastructure development to support all sectors;

Governance — as a standalone goal or target;
Peace and security;
Conlflict management; and

Mainstreaming of old age and disability.

On the other hand, the Second Mid-Term Plan 2013-2017 (MTP 1II) of Kenya, the tool for implementing
Vision 2030, already has included a section on the SDGs, and here, the interpretation of priorities — under a
section about ‘MDGs and Harmonisation with the Global Sustainable Development Goals (SDGs) in the
post 2015 period’ — is slightly different. The 2rd MTP lists ten (10) goals that are supposed to indicate the
integration of the SDGs and the post-2015 agenda to the national political agenda, as listed in Table 10:

Table 10. SDGs in the 2rd Medium-Term Plan (2013-2017) (Government of Kenya)

SDGs in the 2rd Medium-Term Plan (2013-2017)

e Ending extreme poverty and hunger;

e Achieve development and prosperity for all without ruining the environment;

e  Ensure learning for all children and youth;

e Achieving gender equality and reduce inequalities;

e Achieve health and wellbeing at all ages;

e Increasing agricultural production in an environmentally sustainable manner, to achieve food security
and rural prosperity;

e Make cities productive and environmentally sustainable;

e Curb human-induced climate change with sustainable energy;

e Protect ecosystems and ensure sound management of natural resources; and

e Improve governance and align business behavior with all the goals

Other national dialogues on post-2015 (see Table 11 below), including ones organised by the SEED In-

stitute have focused on the rights based approach in development and post-2015 (funded by the Ministry
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for Foreign Affairs of Finland). The special interest civil society organizations, especially youth groups, have
also held different discussions. OAYouth Kenya Chapter held a three-day African Youth Conference on the
post 2015 development agenda in Nairobi to make youth voices count in the post-MDG and post-2015 de-
bates. Our research team attended a post-2015 workshop in Nairobi organised by Kenyan youth NGO
groups and coalitions in April 2013, which aimed to design an interactive mobile platform through which to

raise awareness about the post-2015 agenda and involve the youth across the country?®.

Table 11. Post-2015 Consultations in Kenya.

Target By whom Key messages
audience
World We UN and civil Out of around 6 100 online votes submitted, almost 75% wete
Want — The society between 16-30 years and 85% had received or finished secondary
World Kenya education. These respondents prioritized education, healthcare,
Wants (online jobs, clean water and sanitation, honest and responsive
discussion) government as well as protection against crime and violence
(Data from 19.12.2013)

Women Women Post- N/A

2015

consultation

report (UN

Women)
Private sector Inclusive and N/A

Equitable

Growth

(Sweden, Kenya
Association of

Manufacturers)

CSO Government of | Traditional knowledge; infrastructure; needs of disabled, elderly
deliberation Kenya (Nakuru, and youth; gender-based violence; governance; creation of
June 2013) sustainable opportunities; rights-based approach
National Government of | Economic growth, inclusion, human-rights, equality and equity,
consultations Kenya, MFA rural-urban  migration, infrastructure, local knowledge,
on the Post- Finland, UNDP  governance, peace and security, conflict management, old age and

2015 (June 2013) disability.

Development 1. Agriculture and food security: climate-smart agriculture,

Agenda (in 12 infrastructure, marketing, 2. Job opportunities: agro-based

counties) growth, peace and security, 3. Education and gender: quality,
universal access (and include ECDE and post-primary education),
gender-based violence 4. Health: quality, access, rights-based
approach, non-communicable diseases, traditional knowledge,
maternal and unborn health, 5. Climate change, forest cover to
10%, waste management, disaster preparedness

National CSO | Global To be transformational, global post-2015 agenda should:

Deliberations ~ Campaign 1) Be guided by human rights, equity and non-discrimination,

Workshop Against Poverty | inclusion, empowerment, participation and joint responsibility for

? In the workshop, there was intense discussion how to reach the marginal communities and whether different people
would have equitable access to text messages as means of communication. These groups, however, voiced the con-

cerns about the dependency of the implementation of the technological platform on donor funding.
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Report

Kenya (3.-
4.6.2013)

social change.

2) Be universally binding but contextualized and integrated to
national development frameworks to appreciate local knowledge,
using disaggregated development criteria and indicators. It should
strengthen South-South cooperation, promote public-private
partnerships, “end dependency” in ODA and seek fair terms of
trade.

3) Focus on poverty, needs, opportunities, rights, education
quality, infrastructure, water and sanitation, healthcare, secure
income, decent work, distribution of resources, while reducing
natural resource consumption of developed countries.

Rights-based

SEED Institute

Southern voices want post-2015 to be ambitious, realistic, global

approach to (April 2013) and agreed by international consensus. Southern voices fear that
Development - post-2015 process is only a technocratic exercise (like the MDGs).
Workshop The agenda should take into account local development contexts,
Report address causes of poverty, include environment and climate
change, and include areas neglected by the MDGs to connect
development movements and keep governments accountable. If
good governance succeeds, priorities are: 1. Food security and
agriculture, 2. Health, 3. Security, 4. Education, 5. Infrastructure,
6. Environmental sustainability, 7. Poverty reduction, 8. Trade and
industrialization, 9. Gender Equality, 10. Empowerment of
Vulnerable Groups
Disability EDAN, SSI, The disability sector states as priorities that
Sector VSO, UDPK, 1. Disability should be included with with clear indicators in post-
National HI, UN MDG agenda, 2. Improve conditions for children with disabilities
Consultations | Millennium and their families, 3. Implement provisions of Disability Act, 4.
Campaign Seize collaborations and Partnerships, 5. Gender and disability, 6.
(Africa, Demystity terminologies, 7. Focus on refugees and disability, 8.

23.-24.1.2013)

Elderly people, 9. Focus on early childhood and post primary

education, 10. Employment and disability, 11. Environment for
disabled people, 12. Accessibility to health

Quality education, involve local resources and communities,
establish  social enterprises, establish linkages between
government agencies, commit to Iintergenerational activities,
engage the youth in politics

Report on the
Youth
Consultation

Youth groups
(16.11.2012)

Substance-wise, certain key messages do seem to emerge from those discussions that have taken place. In
general, there seems to be a preference in Kenya for the continuation of the MDGs in a modified and im-
proved form, which might be interpreted as a “MDG+” type of approach. The goals in which Kenya is lag-
ging behind (such as maternal health and maternity services) have been presented as in need of strong future
commitment and action. Furthermore, despite some progress in reducing the number of people living in
absolute poverty, it still remains high. The same goes for intra-country inequality. A concern arising from
the MDG experience is that many feel that the problem with the MDGs has been the overt focus on the
quantitative aspects of the targets, which do not necessarily reflect or give justice to the challenges on the
ground. Stronger emphasis on addressing the qualitative aspects of education, health and social services
was a recommendation that was repeated in many of our key-informant interviews.

In the national MDG-related events and discussions, both the state and civil society have emphasized
the need for new topics such as employment, youth, energy, security and conflict and agriculture (which are

also seen as key areas of importance and included in the SDGs — within the MTP II). Another message from
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the consultations is the hope that individual countries, including Kenya, are able to design their own priority
goals, in line with their own national visions (in line with the African Union Vision 2063). The National
Consultation also specifically pointed to the need for better data practices, including disaggregated data, and

for more a participatory approach in data monitoring and evaluation (cf. Easterly 2009; Jerven 2013).

Kenya post-2015 futures workshop

In reflection to the national and civil society post-2015 debates, our research team also organised a futures
workshop in Nairobi to discuss four development themes: financing for development, natural resources,
energy issues and what should be expected from a future national and international development vision. The

summary of this discussion is described in Table 12.

Table 12. Kenya Beyond 2015 futures workshop (Nairobi — April 25, 2013)

Equitable growth under devolution process and the new Constitution

“Beyond 2015” futures workshop in Nairobi examined Kenya’s national futures with four themes: resourc-
ing or financing for development and poverty reduction; the use and distribution of natural resources-
based wealth; energy poverty; and the post-2015 framework®. Four visions until 2030 were formulated:

Sustainable financing for development
e Main issues: Community involvement in decision-making, implementing the Constitution (2010),
invest and skills leverage of jua kali economy (informal sector) and SMEs, fair revenue-sharing to
include citizens, governance for development
e Supportive steps: Control of the public sector wage bill, cultural preservation and promotion,
embracing ICT and technology, environmental policy, elimination of negative social practices,
women empowerment, elimination of the dependence mindset (including NGO handouts), pri-

vate sector which is not dominated by the wealthy, reduce interest rates below 5%

Prosperous extractive industry that adds value, creates employment and protects environment

e  Main issues: Mining policy that jointly addresses land use and mining, benefit-sharing and local
rights, strengthens local processing systems for employment creation, and recognises the econom-
ic value of pastoralism in respect of their lifestyles

e Supportive steps: Education of marginalised communities about rights in resource-rich areas,
environmental management (clean-up of mining activities, deforestation, industry-relevant higher
education, land and water degradation, environmental accounting, material recycling), fair land
use, protection of cultural heritage and indigenous governance systems

Accessible, affordable and locally accommodated energy for all
e Main issues: Access and affordability of energy

e Supportive steps: Access to clean technologies in rural areas, acknowledgment of cultural fac-
tors, appropriate regulation, breaking the electricity monopoly, policies or subsidies for renewable

30 The futures workshop was organised to identify drivers of development that are conforming to or defining the
future trends in Pride Inn Hotel, Nairobi. The workshop methods were designed to encourage ‘out-of-the-box’

thinking and to stimulate new development futures scenatios

78



energy, tackling impacts on environmental health, sustainability perspective

Vision 2030 adjusts or incorporates the international development agenda after the MDGs
e Main issues: Avoiding national vs. county level conflicts, contextualising development beyond
MDGs, post-2015 agenda to complement Vision 2030, tailoring the post-MDG agenda
e Supportive steps: Access to technology, equitable wealth creation, equitable voice of all stake-
holders, gender issues, laws that reflect public policies, nationally relevant measurement of pro-
gress, social media that supports cohesion, youth employment locally

With regards to the SDGs, at the international level there has been a general agreement at the UN that in-
stead of a two-track process, one focused on MDG+ and the other on SDGs, there is going to be a one-
track process, which integrates the MDGs and SDGs (see Chapter 2). Here, the Kenyan position towards
the SDGs could be interpreted from many viewpoints. On the one hand, as described above, there seems to
general agreement on continuing with the moditied MDGs, while taking into consideration some environ-
mental aspects and the significance of economic growth. However, in general, developing countries have
been wary about merging the MDGs and SDGs, as this could lead to diminishing resources previously
meant for targeting poverty reduction. There are fears also that eventually not enough global resources
would be allocated to the “externally imposed” environmental sustainability standards.

During 2013, the Kenyan Permanent Representative to the UN, Macharia Kamau, took a positive stance
towards the SDG agenda, claiming that it would bring together poverty eradication and fuse it with the
equally urgent agenda on sustainability. In his opinion piece to the Daily Nation (27 June 2013) he stated, “I
have come to fully appreciate the following: That it is singularly imperative that African governments and
civil society do not stand aside in this global, historic effort to design and adopt the SDGs”. He goes on to
add, “Yes, the unfinished business of the MDGs must be completed in the next couple years; this is not
negotiable. But after that, the world must and will commence on the SDGs”.

Adhering to a strict SDG regime could create obstacles to some of the proposed developments under
Vision 2030, especially the mega-infrastructure developments and the new focus on the extractives sector.
How these development paths can run alongside environmental sustainability has neither been explained in
the Vision 2030 nor in the new Medium Term-Plan 2013-2017 that includes the SDGs. Nor have plans for
the equitable distribution of accrued benefits been articulated. In the area of renewable energy, the new fo-
cus on the SDG agenda does not seem to be influencing the government’s decisions on energy policy.

In the recent past Kenya has made progress in renewable energy. It has been one of the pioneering de-
veloping countries with a feed-in-tariff system and made progress e.g. in wind energy and especially geo-
thermal energy. In 2012, the percentage of energy from geothermal stations was 20%. Very recently, howev-
er, the government seems to have reversed the course by stating that it will no longer give renewable energy
licences on solar or wind until 2017 (Bloomberg 27.11.2013). The government argues that the energy mix
that will eventually lower the cost of energy cannot be achieved, if solar and wind are included at the current
purchasing power agreements (PPA). Therefore, about 80% of the additional output required will be met

through coal, liquefied natural gas (LNG) and geothermal. This is justified by the needs to reduce electricity
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costs. But as the SDGs and renewable energy are articulated in the new MTP, this could signify that at least

there is room for development partners to be active in this sector.

Local development debates in Kenya — case Narok and Turkana

A research workshop about local perspectives and expectations about the future local, national and interna-
tional development frameworks was organised with local community leaders from diverse backgrounds in
Narok County, 144 kilometres from Nairobi (see: Box 5). It is one of the poorest areas in Kenya despite

natural resources, rich farmlands and attractions such as the Maasai Mara Game Reserve (The Star 2013).

Citizenship and education matter in Narok county

The following five points summarize the main discussions in the Narok workshop:
e The process of devolution has brought new responsibilities such as budgetary power to counties.
This is an opportunity to bring decision-making closer to citizens from the central government.
Citizens and community leaders have high expectations of the county leadership to champion the

process and manage this challenge.

In the county-level, and especially natural resource-rich areas (such as Narok) transparent decision-
making in political matters is important for accountability. Civic engagement, education and
empowerment can support the way citizens perceive their local politics and also makes them ac-

tive stakeholders in shaping it.

High poverty levels in the Narok area could, in part, be explained by the fact that only a small per-
centage of revenue generated stays in the area. For instance, although there are many farmers in
Narok, farmers mostly sell raw produce, whereas processing is made outside Narok. Value addi-
tion to agricultural produce is only possible in the capital (Nairobi) or large cities in Kenya. The
structure of the hospitality industry in Narok is also similarly skewed. It is seen that since colonial
times, regional politics has shaped Kenya’s economic landscape (see also: Wrong 2009).

Another fact is the limited connection of the Maasai and other groups with nomadic lifestyles
with the state administrative machinery. This finding may encourage the state to re-think some of

its development strategies to better adapt the variety of lifestyles of its citizens.

Similarly, also certain international development projects have failed in their interaction with
the local key stakeholders. In Narok, the local decision-makers complained that they had received
little communication of the project aims and implementation of an on-going multi-million World

Bank infrastructure project.

See also: Wrong (2009), The Star (2013)

Box 5. Kenya Beyond 2015 local workshop (Narok — April 21, 2013)

Our research team also examined another controversial development debate, namely related to the Tur-
kana County (see: Box 6 in the next page), a semi-arid region of 77 000 km2 in the Northwestern Kenya.
Inhabited by some 850 000 people and bordered by Uganda, South Sudan, Ethiopia, and Lake Turkana, for
Turkana people, their nomadic lifestyle has provided access to resources as a survival strategy in a drought-
stricken environment. The area is known for its particulatly strong winds, and the Lake Turkana Wind Pro-
ject, a World Bank supported plan, is expected to provide electricity to the national electricity grid in the

future, and to become the largest wind farm in sub-Saharan Africa.
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The dilemma of development interventions in Turkana

Respect of Turkana people lifestyle. Pastoralists have trouble defending their right to a mobile lifestyle.
Some of the ‘development’ approaches of the government and non-governmental organisations are forced
upon pastoralists. If consultations are not representative of local interest groups, and if development poli-
cies are implemented by non-local development experts, their relevance may be weak. In Turkana area,
food relief has increased not only aid dependence of locals, but when herders with their livestock arrive to

food distribution points, also land degradation has increased.

Questions of natural resource management. In 2012, oil deposits were discovered in Turkana — an area
of no previously known mineral resources. Only one year later, large groundwater reserves were located.
Foreign oil companies such as the UK-based Tullow Oil are already active in the Turkana area. Oil drilling
and production has raised concerns of the ability of the government to ensure that the benefits of the nat-
ural resource wealth are allocated equitably. The government has sold ‘trust land’, which is constitutionally
defined as community-owned, with no consultation of the Turkana people to local private investors.

Post-2015 framework and indicators: how to measure progress in a locally meaningful way? In
conventional economic theory — and related GDP-based measurements — ecosystem-based goods and set-
vices have been of limited value. On the contrary, land-based resources such as natural vegetation and
herbs are highly valued by pastoralists because their lifestyles depend on them. This is why the newly dis-
covered oil is so problematic. Not only is the exploitation of oil as a sub-surface resource feared not to
benefit locals, oil fields are likely to also jeopardize the use of surface resources. These trade-offs raise dif-
ficult questions on how international development frameworks can support the rights of marginalized

groups and what development indicators should be employed to measure progress — or wealth.

Sources: Based on an interview with a Turkana-based Kenyan development expert. See also: KNCHR
(2012), LTWP (2014), The Star (2012), UNESCO (2013).

Box 6. The dilemma of development interventions in Turkana.

Lack of motivation to actively discuss the post-2015 agenda?

Generally the post-2015 consultations and discussion in Kenya have probably not been as visible and not
received wide public attention and discussion, for various reasons. These reasons include the prominence
and relevance of other discussions in Kenya such as the 2013 elections, projects related to Vision 2030, the
Jubilee manifesto and its budgetary implications, the ICC court case and devolution, as discussed below.
There is cleatly a divide between the articulation of the global development agenda at the international, na-
tional, and the local level. It is important to understand why this may be the case and what contributes to it.
In the case of Kenya, the explanation seems to lie partly in the donor-driven nature of MDG and post-
MDG agendas, the aspirations to decrease the influence of donors, and the priorities perceived and stated as
more urgent in the national political and development agenda.

In 2013, the elections and the debate about post-election results were at the centre of public attention.
Also, after the elections, Jubilee government took a hardline position against advocacy-oriented CSOs. The
Jubilee Alliance and their “Uhu-Ruto” campaign derided foreigners for meddling in Kenya’s affairs and
condemned donor-funded CSOs for being on the payroll of foreign masters. Understandably, this generated

concerns of what future place is there for CSOs in Kenyan domestic politics. It is also possible that these
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domestic tensions have taken the priority over other issues (such as the post-2015 debates and the interna-
tional discourse), especially in those CSOs that are heavily reliant on foreign funding.

Key interests of Kenyan citizens have centred on how the new government will implement the new
Constitution, adopted in 2010, to decentralize power to the counties through the process of devolution. The
progressive constitution limits presidential powers and introduces a devolved system of governance that
increases the role of counties and the possibilities for local participation. A process of the devolution of
power and resources to the county-level is seen by many as a crucial factor for the success of any develop-
mental agenda, and many hope that the process will bring the government closer to the people. In our study,
we encountered views that expected the new constitution and the process of devolution to influence and
contribute to the shaping of the social sector more than any donor-led initiatives. Illustrative to this, one of
the interviewed CSO representatives was of the view that “in order to take the country to great heights, it is enongh to
have the Vision 2030, the related 5-year mid-term plans (MTPs) and the new constitution”. In Kenya, the public opin-
ion is shaped through issues of local relevance deliberated in the regional mass media, and in particular ra-
dio, which broadcasts in vernacular. Development-related local messaging is also closely knit to faith-based
forums, which have a strong foundation in Kenya. It is possible that the MDG messages, although known
to some, have been delivered within a rather technocratic frame through advocacy bodies (government offi-
cials, CSOs that are connected to development issues and aid agencies). These groups rarely interact in the
local areas beyond their official capacity, and therefore it may be that the MDG narrative has not been able
to cross this communication barrier. Similar challenges can be found in the outreach of the post-2015 de-
bate. There have been attempts to raise issues related to the MDGs and the post-2015 discussions in for
example print, radio and electronic media (see National Post-2015 Consultation Report). But there has been
very little critical discussion on the content and process with the exception of individual opinion pieces like
the one written by the Kenyan Permanent Representative at the UN, as eatlier discussed. This poses the
question about the legitimate contribution of the broader society in developing or informing the construct
of the future agenda, and how the local voices have been addressed or will be articulated in the new agenda.

The already decreased donor-dependence could possibly explain why processes perceived as donor-
driven also may have lower political buy-in than before. As discussed in Chapter 6, the Kenyan government
is already funding a significant part (95%) of its recurrent expenditure, fuelling a decreasing role of donor

influence on government policy and development agendas.

5.6. Conclusions

There have been marked differences in the management and running of government since the start of the
MDGs. During that period, Kenya has advanced economically and found a renewed optimism in sectors
that were previously not contributing to the economic development of the country. While the Vision 2030
did not have oil, gas and minerals as economic drivers initially, these sectors are now central to the second

MTP, and the source of high expectations (see Chapter 7). While the content of the MDGs and the focus
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on the social sector appears to be known by many, the ‘MDGs’ as a concept remain unfamiliar. In compari-
son, the national Vision 2030 has been intensely discussed by the wider population, and especially by those
living in or near areas likely to be impacted by the activities from the Vision (e.g. Lamu). The MDGs have
been seen as useful by the donor community to structure their actions and activities. At the same time, the
focus on results-based management present in the MDGs has also entered into Kenya’s other development
strategies, such as Vision 2030. In contrast to the focus on human development in the MDGs, the solution
to development promoted in the Vision 2030 by the government is infrastructure-led and promotes indus-
trialisation, including the creation of technology cities that would become hubs of economic growth, and the
development of the extractive industries as a means to generate revenue for the government.

In general, the position of Kenya based on the post-2015 consultations and our own research so far is
one of mixed signals. On the one hand, Kenya seems to have a general preference for the continuation of
the MDGs, albeit in a modified and improved form, with both the state and civil society actors emphasizing
the need for new topics such as employment, youth, security and agriculture. It can also be seen that the
Kenyan government has been alert to some of the issues that have become topical at the global level already
prior to the post-2015 consultations. For example, back in 2009, the MDG update report already shows that
the government was considering measures to be undertaken to improve quality in services, especially in edu-
cation. Kenya has also been progressive in the collection and publication of data through the Open Data
Initiative. On the other hand, while Kenya has pointed to the need to continue with the MDGs, it has also
been very vocal in raising the issue of local resource mobilisation, industrialisation and independency from
donors. Furthermore, in the national context, the public discussion is oriented around the new constitution,
and the process of devolution. If successful, the devolution of power and resources to the county level will
influence the shaping of the social sector more than any donor-led initiatives.

In Kenya, the changing nature of donor-government relations is presenting some interesting questions
with regards to the MDGs and the post-2015 agenda. On the one hand, it is considered highly important
that the national budget is principally domestically funded (see also Chapter 8). And yet, in Kenya, where
donors are less influential than in Tanzania, there are simultancous allegations of donors not fulfilling their
promises on MDG funding. Another open question is the rapid adoption of the SDGs to the recent Second
Medium-Term Plan and how this will actually align with governmental positions. In some ways, this could
also be interpreted as a position of having a nationally defined development agenda with economic growth
and industrialisation at the centre; while the sustainable development framework would offer a role for do-
nors to engage in. There remain unresolved questions in the approach of the government towards poverty
reduction. It can be questioned whether the focus on infrastructure-led development, promoting growth
and developing extractives to raise revenue will automatically deliver pro-poor, social development. The in-
frastructure agenda is also putting the government under immense pressure to borrow, and the growing
debt levels are exposing the country to external shocks that could easily compromise the expected gains

from the new revenue sources and create challenges for domestic resource mobilisation (see Chapter 6).
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6. VIEWS AND FUTURE PROSPECTS FOR
RESOURCING POVERTY REDUCTION IN
KENYA AND TANZANIA: ROLE OF DOMESTIC
RESOURCE MOBILISATION AND ODA?

This chapter discusses the current situation and future prospects of financing development, especially in
terms of poverty reduction in Kenya and Tanzania. In their national visions (Vision 2025 and 2030), both
Tanzania and Kenya have expressed a desire to be aid independent in the medium-term future. Kenya espe-
cially but increasingly also Tanzania have already improved their domestic resource mobilisation and re-
duced the reliance on external resources to fund their development plans. At the same time, many challeng-
es remain. Also, Kenya and Tanzania have recently rapidly increased their debt levels®.

The chapter provides an overview on the possibilities in both countries to generate inclusive growth and
enlarge the national budgets. The different dimensions of taxation as well as revenue prospects from extrac-
tive industries are discussed along with the government’s budget allocations and spending, especially on ed-
ucation, health and agriculture. Furthermore, the current and future role of official development assistance
(ODA) is explored.

In relation to the debates on the post-2015 development framework, the focus of this chapter is very
topical because the role of domestic resource mobilisation in financing the new framework has been one of
the intensively discussed issues. The chapter is centred mainly on the social sector funding in relation to its
relevance for the MDGs, rather than really covering the financing of SDGs. However, it is important to
bear in mind is that ecological and energy concerns — and investments in sustainable development™ — are

likely an area loaded with very strong expectations in the future negotiations (see also Chapter 7).

6.1. The context of post-2015 negotiations

The political backdrop to this assessment stems from the negotiations about financing for development in
the post-2015 negotiations, in which the Means of Implementation (Mol) will possibly form one of the
most difficult areas of the international negotiations. One of the international post-2015 policy processes is
the work by the Open Working Group on Financing for Sustainable Development for post-2015, co-
chaired by a Finnish H.E. Ambassador Pertti Majanen, that is looking at the world economy and how dif-

ferent financial flows impact sustainable development. Negotiations about financing will be sensitive be-

31 The national debt burden for Kenya is at USD 21.8 billion (KSh 1.9 trillion) (June 2013) in a USD 34 bn economy,
and for Tanzania at USD 13.6 billion (TSh 22.0 trillion) (Nov 2012) in a USD 24 bn economy.

32 UNFCCC Christina Figueres has called for a ‘tripling of clean energy investment from the current levels’, for them
to reach USD 1 trillion annually, as soon as possible and latest by 2030 (The Guardian 15.1.2014).
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cause of the expectations of different actors as well as because of the changes that have taken place in the
global economic landscape. At the turn of the millennium, the presumption that underpinned the MDG
paradigm was that development was to be financed with official development assistance that flows from
donor countries to recipient countries. On the road to the post-2015 negotiations, it is increasingly under-
stood that ODA can (at most) play a supportive role and donors are also aware that on the donor side, the
harmonization of aid has not happened as expected. There are also hopes to better define how to engage the
private sector into sustainable development, and in this respect address the public-private partnerships
(PPPs) frameworks.

To assess a country’s ability to supportt its development agenda (and understand the economic context
of Kenya and Tanzania), there is a need to assess a complex interaction of financial flows around ‘develop-
ment’ — a task that also faces data quality issues. Economically, this includes an accounting of the balance in
trade relations and foreign direct investment (FDI) with the regional trade partners - that is mainly, the East
African community (EAC), and for Tanzania also the Southern African Development Community (SADC);
the West; BRICS countries; and increasingly the Arab countries and transitional economies - while also not-
ing how illicit financial flows leave the economy. Nevertheless, typically in human and social development
assessments, the donor-recipient relationship and the role of ODA have only been emphasized.

In our summary, resource flows to and from Kenya have been narrowed down to an overview of the
sectors in the national economy and an overview of the national budgets to focus on the issue of revenue
mobilisation, which includes a glimpse of the sectors of interest to governments and donors. The rate and
quality of economic growth are considered as a baseline for the potential of resource mobilisation from do-
mestic sources i.e. ‘financing for development’.

Problematically, there has been little tracking how much developing countries are spending on their na-
tional development goals or the MDGs. This also poses a challenge for the monitoring of national invest-
ment on the future post-2015 goals. Even so, it is known that most African governments have not met their
targets to meet Dakar (2000), Abuja (2001) and Maputo (2003) Declarations on allocating government
spending to education, health and agriculture respectively (see: Table 12), despite various declarations on
social development. This may be interpreted as an indicator of the limited ability of the governments to allo-
cate adequate resourcing towards social progress such as the MDGs (health and education) issues, but also
hints about the actual priorities of the countries and the modifications they may want to see in the post-2015
framework. This situation sits against an on-going discussion in the OECD about a re-assessment of the

role of official development assistance (ODA) and a potential restructuring of its calculation methods™.

3 For a quick glance on the ODA calculation debate, see The Guardian (2013a, 2013b)
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Table 12. Government commitments to development spending

Declaration Target Kenya Tanzania
Dakar Declaration (2000)! Education: 9% of GDP 7% 6%
Abuja Declaration (2001)? Health: 15% of budget 6% 11%
Maputo Declaration (2003)3 Agriculture: 10% of budget 2-3%, 3 7—8%

Y In 2000, 164 governments adopted the Dakar Education for All Declaration, with targets for African region of allo-
cating at least 7% of their GDP to education by 2005, and to increase it to 9% by 2010 (UNESCO 2000). Figures:
WDI (2013)

2 In 2001, the AU heads of states set a target of spending 15% of national budgetary resources on health, while also
urging donors to fulfil their 0.7% ODA commitment, highlighting the shortage of resources in low-income countries.
Figures: WHO 2011

% Tn 2003, the AU heads of states set a target of spending 10% of national budgetary resources on agriculture (AU
2003). By 2013, only eight countries had met the target. A second target sets an annual growth figure of 6% for the

agricultural sector (only nine countries have been able to meet this goal). Figures: Allocation to the Ministry of Agricul-
ture, Livestock and Fisheries in the 2013/14 budget (PBO 2013). See also Curtis (2013)

6.2. Emerging African and East-African dynamics

The need of an economic transformation in Africa has been recently expressed by the UN High-level Panel
on the Post-2015 Agenda as well as African-led initiatives such as the process towards AU Agenda 2063.
These positions have also emphasized the considerable negative impact of illicit financial outflows from the
African continent (see: Chapter 2), which are conservatively estimated to have reached USD 52.0 billion in
2011 (GFI 2013). This level of flows out of the continent is higher than the levels of ODA to the continent
the same year (USD 51.3 billion) (OECD-DAC 2013). Estimations of African resource flows are depicted in
Figure 1, and concerning Kenya and Tanzania summarized in Table 13.

The economic and social policies of the harshly criticized structural adjustment period were character-
ised by privatization and budget cuts, which produced “very peculiar African economies” (Mkandawire
2013). In recent years, many of the African countries have witnessed rather high aggregate rates of economic
growth: six of the fastest growing economies are in Africa, while Western economies have been in stagna-
tion. Nevertheless, it is important to bear in mind that African growth rates since 1995 are no higher than
the initial growth rates of the post-independence era. What is more, despite the immense agricultural poten-
tial of Africa, there has been an increase of food imports to Africa over the last two decades, and currently
the continent is a net importer of food (over USD 22 billion per year).

Predictably, ‘business-as-usual’ economic forecasts typically expect Sub-Saharan African economies to
grow and assume them to remain heavily dependent on agricultural and mineral commodities. Consequently,
this would still leave African countries vulnerable to volatile global commodity prices. This is, of course,
unless governments were to take decisive steps to transform and diversify productive capacities to make the
continent more competitive (UNCTAD 2013).

In terms of recent trends, a significant change in the regional dynamics of the continent has been the

emergence of trade relations with BRICs and especially China. Africa-China trade has expanded from a
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mere USD 10 billion in 2000 to around USD 130 billion in 2012, and Africa-BRICS-trade to around USD
180 billion (2012). Another factor is the growth of the intra-African trade in the East African community in
the recent years, which may be seen as a positive factor. How these dynamics will change Africa’s position in

the world economy remains to be seen.
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Figure 1. Illicit financial flows from Africa 1980-2009 (in millions of 2005 USD) (GFI and AfDB 2013)

In East Africa, the Kenyan economy is the “anchor” of region’s economy. Kenya accounts for 40% of the
GDP of the East African Community (EAC), followed by Tanzania at 28%, Uganda at 21%, Rwanda at 8%,
and lastly Burundi at 3% (Foreign Policy 2013). Tanzania has been an aid-dependent country, and a “donor
darling” (not least of the Nordic countries), but also in Kenya loans and grants play a significant role in
funding the government’s development expenditure. In the 2000s, aid levels in Tanzania remained high, alt-
hough a reduction can be noticed from USD 2.9 billion in 2010 to USD 2.44 billion in 2011 (OECD-DAC
2013). In the ‘less aid-dependent’ Kenya, aid flows increased during the past decade to reach USD 2.48 bil-
lion in 2011.
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Table 13. Resource flows in Africa, Kenya and Tanzania (annual figures, billion USD)

Description Kenya Tanzania Africa
National debt burden -21.8 -13.6

National budget 18.4 11.3

Official development assistance +2.48 +2.44 +51.3
licit financial flows (** ? -1.25 -52.0
Infrastructure financing gap -3.7 2.4 N/A

Explanations: 1) National debt burden (figrures from 2012-13); 2) Budget: 2013/14 budgets; 3) ODA (OECD-DAC
2011); 4) There is considerable vatiation in estimates of illicit financial flows. Illicit flows for Tanzania based on recent
press statements (USD 1.25 billion a year), see also GFI (2013). GFI (2013) lacks figures for Kenya 2008—2011. For
further details, GFI and AfDB (2013) 5) Financing gap (GoK 2012 and Shkaratan (2012)

In Kenya, only 4-6% out of recurrent expenditure in Kenya’s budget is donor-funded, and the role of the
donor community has decreased. Our interviewees and the donors suggest that more recently in Tanzania,
where the budget in the past has been highly donor-financed (35-50%), the share of donor financing could
have dropped to about 20%. One of the key differences in domestic resource mobilisation (DRM) between
Kenya and Tanzania has been the amount of collected tax revenue: in the past Kenya has collected consid-
erably more tax revenue than Tanzania.

In recent years, there has been a trend in the East African region towards a determination to be less reli-
ant on donor support. The 2013 budgets for Kenya, Tanzania, Uganda and Rwanda, for instance, show that
the East African governments are making deliberate choices to reduce donor dependence, and are planning
to raise money through a raft of measures including external borrowing, issuing of bonds, and taxes such as
VAT and import duties (The East African 15-21.6.2013). Cross-border investment has become increasingly
important and East African banks (such as the Bank of Africa or Kenya Commercial Bank) are going re-
gional. Intra-regional trade in the East African Community, which in the past has been only 10%, has been
suggested to increase to 20%. The EAC countries recently agreed on a common tourism visa, and there is
also talk of a single East African passport by 2015. Future talks could include the harmonization of tax rates
and even aspirations of a monetary union maybe in the next 10 years (The Citizen 2.12.2013). In particular,
the determined direction taken by Rwanda has been considered a good example. “We bave to think regionally,
and think like everyone else in this game”, as stated by Professor Thandika Mkandawire in his public speech to an
audience of a Tanzanian development experts, when they were asking how to reduce aid dependence
(Mkandawire 2013). These alliances are based on political and economic interests. In late 2013, there were
talks about Rwanda, Uganda and Kenya wanting to move more rapidly ahead in integration, and the three

countries signed an agreement on a Single Customs Territory (SCT) (The East African 21.11.2013).
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6.3. Kenya: Mega-infrastructure projects amidst high income
inequality

Fact sheet

In 2012, the size of Kenya’s economy was USD 34 billion. The majority of Kenya’s

e exports went to Uganda 10.5%, Tanzania 10.2%, Netherlands 7.1%, UK 6.7%, US 5.8%, Egypt
5.2%, Democratic Republic of the Congo 4.5%

e imports came from India 20.7%, China 15.3%, UAE 9.5%, Saudi Arabia 6.7%

Source: Indexmundi (2013a)

Box 7. Size of the Kenyan economy, exports and imports (2012)

In Vision 2030, Kenya targets to be a middle-income country by 2030 (see: Chapter 5)**. Rather than econ-
omies centred on natural resource extraction, Kenya has one of the most diversified and resilient economies
in Eastern Africa. Kenya has significant trade with other East African countries as well as with Asian coun-
tries (see: Box 7). The manufacturing sector contributes 10% of the GDP, agriculture 25%, and wholesale
and retail makes 30%. After the 1990s, during the last 20 years national growth rates have turned positive
(1995-2000: -0.5%, 2000-2005: 1.4%; 2005-2010: 1.9%) (McKay 2013), and in 2012 economic growth
reached 4.6% (WDI 2013).

Kenya is perceived as one of the most advanced countries in the continent, and a leader in user-led ICT
innovations. There is optimism that this will further be harnessed across the economy and within the gov-
ernment (see also: Daily Nation 19.11.2013). Mobile money technology has created an ease of money trans-
action to remove past obstacles to local liquidity. Safaricom, the main mobile operator, suggests that in
2013, 43% of Kenyan GDP flows were generated through M-Pesa (the mobile money system). Also, finan-
cial inclusion, that is the access to and affordability of financial services to the poot, could reach 80%,
whereas without mobile money it might only stand at 23%. There are 20-21 mobile phones and 18 million
M-Pesa users, compared to 8-10 million unique bank accounts. KCB estimates there to be USD 2.3 billion
in informal savings, "like under the mattress" (Yeoman 2013). Banking and communication industries have
rolled out ICT packages that serve particular niches in the society from micro-loans to savings. Already,
mobile money is challenging the high interest and transaction costs associated with commercial banks. As
new frontiers are broken, there is a constant need to develop new regulations.

And at the same time, income inequality is high, an estimated 43% of Kenyans (or 15 million people)
(2005 figures) live under USD 1.25 dollars a day (Devint 2013)*, and unemployment is a major challenge.

According to recent KBS statistics, out of a 16-million strong workforce, just over two million work in for-

3 Vision 2030, mainly focuses on six priority growth sectors: tourism, agriculture, wholesale and retail trade,
manufacturing, ICT (Business Process Outsourcing, BPO), and financial services. The 2nd Medium-term Plan (2013-
2017) adds oil, gas and the extractives sector as a strategic interest, in the light of recent findings.

% See chapter 5 for measures of poverty levels in Kenya
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mal establishments (1.5 million in the private sector and 650,000 in the public sector), 4 million are small-
holder farmers and pastoralists, and 10 million engage in the informal sector (jua fali) economy (Ndii 2013).
The structure of some of the key economic sectors raises a few doubts. For historical and political rea-
sons, most value addition in Kenya takes place in Nairobi and its surroundings. In turn, there is limited in-
vestment in local processing industry to boost economies evenly across counties, which is harming many in
the agricultural sector. The extractives sector, in which the government is showing increasing interest, lacks
backward and forward linkages to the local economy and suffers from poor value chain development, which
suggests that it is highly unlikely to contribute to employment creation or meaningfully benefit the broader
economy. Problematically, several flagship projects in mining and energy are planned in areas that belongs
to its traditional owners. Out of Kenya’s landmass, community land makes up 75%, and it is the most valu-
able local resource for most Kenyans. However, there is a very weak legal mechanism that guarantees the
rights and access to this land to the masses. Youth employment is another major concern. The government
rolled out a Ksho billion fund (USD 70 million) to provide interest free loans to persons under the age of 35
to address the issue (Business Daily Africa 7.10.2013), but this is not strategically linked to capacity devel-
opment or mentorship programmes, and is thus highly ineffective. Finally, plans on establishing business
services or tax-free financial centres have in practice included significant tax breaks to international compa-

nies and investors that could endanger the tax base and contribute to capital flight (TJN-A 2011).

Dilemmas related to large projects and public-private partnerships

Mega-infrastructure projects, a key area in Vision 2030, seem to increase government pressure to either bor-
row or attract investment. The government targets to spend USD 62.1 billion against a USD 25 billion avail-
able capital, based on a calculation of a 10-year expenditure framework by the Ministry of Finance. In its
plans to finance infrastructure and social services, the government has estimated a financing gap of
USD 37 billion (Table 14). Demand on the improvement of the quantity and quality of infrastructure is
high, a position which has been repeated also in several African post-2015 commentaries, as it is argued to
stimulate local economies as well as improve access to social services. Infrastructure investments such as the
Thika Highway, started under President Mwai Kibaki’s two terms (2002-2012), have mostly been appreciat-
ed. The presence of BRICS countries in particular has broadened the government’s resourcing options. In
August 2013, Kenya entered into a USD 5 billion deal with China to build infrastructure. Kenya's cash
crunch and recent natural resource findings (gas, oil, coal and rare earths) seem to be making the govern-
ment continue its engaging with the willing, and “Look East” policy adopted by President Kibaki. The Chi-
nese who dominate most road projects in Kenya have agreed to conduct satellite mapping of the mineral
deposits in Kenya, and are also involved in the building of the Lamu port. China is also funding the Mom-
basa-Nairobi-Malaba railway line. For this particular contract, three senior state officials of Kenya, including

a former Cabinet minister, are suspected by the Kenyan media of inflating the public tender by 46 % and the
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taxpayer could stand to lose KSh110 billion (USD 1.3 billion) (Opala 2013, Standard Media 3.1.2014 and
14.1.2014).

Table 14. Projected infrastructure investments in Kenya 2012-2020 (GoK 2012)

Sector Financing gap?’
2012—2020 (USD million)

1. Energy (power and others) 19,808

2. Ports 4,800

3. Roads 9,000

4. Water and sanitation 4,567

5. Railways 7,248

6. Airports 906

7. Tourism 2,050

8. ICT 7,850

9. Local government 2,000

10. Housing 2,901

11. Public works 1,000

12. Lamu Transport Corridor 3,723
Total needs 62,176
Available (by Government of Kenya) 25,000
Funding gap 37,000

Large infrastructure projects bear considerable risks. One of them is their complexity and their economic
burden. The debt level of Kenya has been reported to increase, and recently plans on moving ahead to con-
struct a future technology hub (Konza City) were delayed (Business Daily 19.12.2013). Also, a procurement
process of the Mombasa-Malaba railway line was facing a crisis amidst allegations of irregularities at the
highest level, with some legislators calling for the cancellation of the awarded tender (Daily Nation
5.1.2014). In the case of the Lamu Port Southern Sudan-Ethiopia Transport (LAPSSET) project (see Chap-
ter 5), instability in South Sudan is a major concern. The impetus to realize these plans may tempt the state
to execute the projects with whatever resources and means available.

One of the architects of the Economic Recovery Strategy (ERS) has argued that a focus on mega-
infrastructure and the extractives sector can never deliver jobs and has suggested that instead, the focus
should be on improving agriculture with less borrowing (Ndii 2014). Others fear that the plans to modernize
African cities could actually turn blueprints of “smart cities” into “white elephants” (Watson 2013). Mega-
projects also tend to bear large ecological impacts, and can increase poverty locally because of loss of liveli-
hoods due to displacement. More broadly, similar concerns apply to the implementation of development

projects, when foreign financing or public-private partnerships (PPPs) are used as means to support the na-

36 Opala (2013) claims this could be "the most expensive bribe in Kenya’s history", surpassing the Anglo Leasing scan-
dal of early 2000s or the "Sh13-billion Goldenberg infamy of the 1990s". The Standard Gauge Railway Construction
project is a major initiative to develop a 485 km railway line under an agreement between Kenya and China, involving
Kenya Railways

37 The financing gap and investment needs ate a calculation by the Ministry of Finance based on Vision 2030 needs to
”transform Kenya into an industrialized middle income country by 2030” (Koimett 2012)
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tional development agenda. Like a Kenyan NGO representative commented: “Vsion 2030 is a brilliant docu-
ment (...) but should not be done at the cost of fundamental human rights and diversion of due process.”

The ability of the state to service its debt is a result of increased revenue collection, combined with do-
mestic borrowing, government bonds and syndicated loans. So far, the IMF (2013) and the Central Bank of
Kenya (CBK) have judged the Kenyan debt level sustainable (Irungu 2013), although in 2013 the Kenyan
national debt burden was projected to increase from KES 1.2 trillion (or USD 13.8 billion) to KES 1.9 tril-
lion (or USD 21.8 billion) (2012). Between 1998 and 2012, Kenyan debt-to-GDP averaged 51.4% (mini-
mum: 45.5% in Dec 2008; maximum: 60.6% in Dec 2003), and this is taking the government debt-to-GDP
ratio steadily up towards 56 %. Most of the 2013/14 budget is spent on recurrent expenditure (94% from
domestic funds financed with tax and non-tax revenue; aid is pegged at 6.12% of the available revenue). In
the development expenditure, there is a larger financing gap of 16.2 % relative to the available revenue
(PBO 2013). Typically, half of this gap has been donor-financed. A Parliamentary Budget Office report rec-
ommends a reversal of this budget skew on recurrent expenditure, because it is considered to undermine
employment opportunities, strain basic social services, undermine food security and heighten insecurity

(ibid.).

Challenges in taxation and devolution

The Kenyan state has been able to actively collect tax revenue. Kenya Revenue Authority (KRA) has per-
formed well (see also Waris et al. 2009) and Kenya is rather aggressively seeking to further improve revenue
collection. The Kenyan tax system does have some progression (according to income levels), but some con-
cerns have been raised on whether the recent changes in taxation have adequately acknowledged the poor.
In 2013, the government applied a 16% value added tax (VAT). Initially, the VAT included essential com-
modities such as basic food items as well as other necessities that were previously zero-rated (school text-
books, farm chemicals, fertilizers, ICT hardware and software (see also: Musumba 2013). It should be noted
that the list was later revised by the government, though. Some experts have considered the application of
VAT as an improvement to the tax system. However, there are concerns that the very poorest are the ones
to be most affected by the VAT, and that the tax system is not moving into a more progressive direction.
The introduction of mobile money has also brought new dynamics into tax issues. While the mobile money
system has granted the poor an unforeseen access to finance, they have also become easy targets of in-
creased taxation when they are making mobile money transfers. Locally, overzealous taxation has already
created disaffection and made some suggest that the Jubilee government is moving in the wrong direction.
The devolution process is provoking additional concerns, as earlier described in Chapter 4. A local poli-
tician and development actor commented: “In #his new devolved system, strong governors matter and a wise president is
needed — being development-oriented, and generating resonrces. But if they (county governors) run to Nairobi for royalty, we are
doomed.” The devolution encourages the county governments to raise also their own resources, as it is seen
that central government funding alone will not suffice to fund their services and development. Although it
may be too eatly to judge, the 1st budget report 2013/14 showed counties spending KSh 7.2 billion on sala-
ries and emoluments against only KSh 0.9 billion on development (GoK 2013). This could suggest that
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counties who are expected to assume more duties will struggle to do more than pay their own employees.
Many counties may have limited capacity to collect their own revenues or ensure that the tax system stays
regressive (World Bank, 2012b, 58-68; quoted in Vazquez 2013). In 2013, Kenya’s National Commission on
Revenue Allocation (CRA) threatened to sanction 25 counties for failing to balance the first budgets they
produced, in what could be early proof of their knowledge limitations with regards to public revenue man-
agement (Vazquez 2013). At the same time, counties are struggling to cover the duties they are being dele-
gated, and different public sector employee groups have feared for salary cuts or the threat of early of forced

retrenchment under the austerity programme aimed at taming the runaway wage bill.

Public social sector funding

The public wage bill of KSh465 billion (USD 5,4 billion) consumes half of the total government annual tax
revenue of Sh908 billion (USD 10,5 billion) (The Star 9.12.2013). The Kenya Vice-President William Ruto
recently stated that: "I# is not sustainable for the conntry to continue paying salaries (...) to public officers, which translates
to 70 % of the country’s resources’, because it leaves only 30 % of the resoutces for development (The Star
9.12.2013). Ruto stated that in the future the government aim is instead to have 60 % of government re-
sources going to development expenditure. The government has already decided to reduce civil servants by
100 000 to make savings — an idea which the IMF has supportedss. However, such cuts could have adverse
effects on social sector service delivery, for instance in education, where Kenya still has an estimated short-
fall of 80 000 teachers.

Education receives one of the highest proportions from budgetary allocations. The government has
provided substantial financing to free primary education, and between 2008/09 and 2012/13 donor alloca-
tions have decreased (Wanjohi and Tervo 2013). In spite of this high proportion of spending, in addition to
the teacher shortfall, the educational sector is plagued with difficulties that directly affect the quality of edu-
cation. Recently, the Teachers Service Commission requested KSh 4 billion (USD 46 million) to compensate
for the promotions after in-service training, but the Treasury only gave KSh0.6 billion (USD 6.9 million),
leaving a shortfall of Sh3.4 billion. Promises of the Jubilee campaign to “deliver a free laptop to every child
in Kenya joining standard one” (EI 24.4.2013) are creating budgetary pressure, tender delays and growing
pessimism amongst the public.

Allocations to the health sector have averaged at only 4-6% of the government budget (Wanjohi and
Tervo 2013, WHO National Health Accounts 2013, DSW and IED 2011). According to WHO (2013), in
2011 healthcare was 61% domestically funded, and 39% of funding came from abroad. The issue of mater-
nal and child mortality has not received substantial funding either from the government or the donors (8%
of their cumulative funding to the MDGs); and perhaps consequently, these figures have not improved
much (Wanjohi and Tervo 2013; 42, 51, 62). The Jubilee government did roll out free maternity services in

2013 to address maternal mortality concerns. But devolution is bringing additional complexities and creating

3 In turn, the members of the patliament (MPs) who have earned around €10 000 on a monthly basis and receive

other generous benefits have refused cuts, provoking disappointment in ordinary Kenyans.
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ambiguity over responsibilities and payments. In the health sector, nurses fear that new county governments
do not have the resources to pay salaries and already claim that after being transferred to counties, they have
seen their salaries drastically reduced. They also accuse the government of failing to create a promised
Health Service Commission that would protect the rights of the health workers and have as a result sought

to block the government from devolving the health services.

What role for the ODA in Kenya?

In terms of official development assistance, aid figures have seen a rise from USD 523 million in 2003 to
USD 2.4 billion in 2011 (OECD-DAC, see also: Nation 19.11.2013). Kenya continues to receive ODA for
certain sector support, but it is increasingly independent of donors. There is no general budget support
(GBS) to Kenya, and therefore large parts of what is counted as ODA to Kenya follows the funding priori-
ties decided by the donors or the broader international community. These types of development partner-
ships include the likes of PEPFAR, the U.S. Partnership to Fight HIV/AIDS, at around USD 517 million
annually. Despite such targeted interventions, in terms of resourcing to achieve the MDGs, already the very
first Needs Assessment in 2005 deemed the financing gap too large for the MDGs to be met by 2015 in
Kenya (see Chapter 5). Even so, donors have argued in favour of a project-based approach due to their fears
of inefficient spending and evidence of sector-wide funding leading to the misuse of funds. As earlier dis-
cussed, the project approach is typically criticized for a weaker fungibility of aid and fragmentation. In Ken-
va, the agricultural sector is an example where hundreds of plans and thousands of development projects are
being implemented.

One interviewed academic described the change of mindset over the years from aid begging to aspira-
tion of self-sufficiency: “Donors at some point said ‘you [the Government of Kenya] either do this or [get] no money’. And
they said — ‘to hell with your money’”. In public discussions strong views have been expressed that aid is a wrong
way for Kenya. Ndii (2014) has suggested that already in the early 2000s, the Narc government decision to
accept aid money from donors was a wrong choice, because aid money can destabilize the budget and there-
fore have a negative impact on the economy as a whole. Another interviewee suggested that the influx of
ODA to Kenya in the 2000s might have actually discouraged the government from investing more in the
national health system. If, however, the Kenyan government aims to succeed in delivering in all the sectors
that are operating in deficit, it will still need substantial external resources, even if these gaps were not neces-

sarily plugged with aid money.

94



6.4. Tanzania: Challenges for the achievement of economic
transformation

Fact sheet
In 2012, the size of Tanzania’s economy was USD 24 billion. The majority of Tanzania’s

e exports went to India 14.1%, China 11%, Japan 6.1%, Germany 5.0% and UAE 4.9%

e imports came from China 21.1%, India 16.1%, Kenya 6.6%, South Africa 5.6%, UAE 4.8%
Sources: Indexmundi (2013b), Foreign Policy (2013)

Box 8. Size of Tanzanian economy, exports and imports.

Tanzania’s Vision 2025 expresses an aspiration of Tanzania of becoming a middle-income country like the
Vision 2030 for Kenya. In 2009-2012, economic growth in Tanzania averaged at 6—7% (see also Box 8),
which is a considerably higher rate compared to the preceding 15 years (1995-2000: 1.6%, 2000-2005:
4.0%; 2005—-2010: 3.8%) (McKay 2013). A steady surge in the price of gold in the past five years has tripled
Tanzania’s gold export earnings to an annual USD 1.5 billion (Mining Weekly 16.7.2013). Inflation has also
recently dropped from 18.2% (2012) to 6.3% (October 2013) (World Bank 2013). Looking only at a set of
selected macroeconomic indicators, one might be tempted to assume that Tanzania is not doing too pootly.
In reality, however, the picture is much less rosy. It has been estimated that 68% of Tanzanians (or 28 mil-
lion people) lived under USD 1.25 dollars a day in 2007 (Devint 2013)”. Because Tanzania is aspiring to
increase its independence of aid, it is necessary to consider some of the structural problems in the national
economy that could be undermining such aims.

The lack of a functioning private sector that could catalyse development is seen as a major concern in
Tanzania. Many industries lack connections that would benefit the economy as a whole, meaning backward
and forward linkages, and value addition locally. Around 75-80% of the Tanzanian labour force works in
agriculture, yet it only contributes 28% to the GDP. Agtriculture attracts limited investment, and the unre-
solved issue of land tenure is a major constraint in the development of the sector. Tanzania also exports to
its East African neighbours less than Kenya. Partly for these reasons, the picture and challenges of Tanzani-
an economy are very different to the ones in Kenya.

As argued by one Tanzanian interviewee, Tanzania suffers from a "missing middle". This means that
there are only very large companies and numerous very small companies in the Tanzanian economy. There
is also limited local ownership in various sectors such as tourism. Because linkages between the industry and
the educational system are weak, few Tanzanian companies are able to invest in research and development
(R&D). Recent poor learning results are only adding to these concerns because already many businesses
struggle in hiring Tanzanians. The industry representative noted: “I'here are many graduates and young people, but
they are not of high enongh quality — education does not prepare them.” According to the Tanzanian industry repre-

sentatives, an additional problem is that the government does not adequately support the local industries.

¥ See Chapter 3 for measures of poverty levels in Tanzania
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For instance, when the Confederation of Tanzanian Industries (CTI) offered to form a consortium of Tan-
zanian companies to build the Mtwara gas pipeline, a major infrastructure project (see: Chapter 7), the Tan-
zanian government refused and preferred to contract the project to the Chinese instead.

The lack of reliable electricity supply is hurting most industries, following the volatility of hydropower*’
and pertinent problems in the state power company (TANESCO). One of the industries hurting is the Tan-
zanian textile sector, which also faces a threat from Chinese products. The Chinese are even accused of un-
fair under-valuation of their products. An interviewed industry representative suggested that “one &ilogram of
Chinese garment is sold in Tanzania with a lower price than one kilogram of cotton”, and added that “%he whole sector may
die, if the government doesn’t do something”. Many interviewees also mentioned Tanzania’s poor bargaining capaci-
ty in trade deals and international negotiations as well as the negative effect of illicit financial flows and tax
evasion by multinational companies. Many Tanzanians see that while foreign companies have benefited
from generous tax incentives; local companies, for instance in the manufacturing sector, have had little gov-
ernment incentives. Ironically, these factors may in part explain why recent aggregate growth has neither
contributed to poverty eradication or improved food security and local livelihoods. The most important
change in the economic landscape perhaps concerns the high expectations placed on natural gas. The con-
tribution of extractive industries to the GDP has been at around 3.5%, but the government is targeting to
make the sector contribute at least 10% of the GDP by 2025. On some estimates, Tanzania could be making
as much as USD 25 billion every year as export revenue only. In terms of taxation, a donor representative
suggested that the country could earn up to 70=75% of the profits in the future*'.

Recent developments could actually be signs of widening income disparities. The main interest of the
government and investors seems to be on mining, tourism, construction and services — sectors that have
limited employment capacity®. Therefore, many of our interviewees saw a radical transformation of the
economy as a priority. “Yeah, you can grow? 8 % this economy, but even if you grow at 8 % persistently for five years, that
will not significantly do us much. It will not, because we are starting off from the very wrong premises”, underscored a Tan-
zanian development expert who works with the government. In order to increase employment and to con-

tribute more to tax revenue, the Tanzanian economy would require a vast array of structural changes.

Three threats of revenue mobilisation: weak capacity, tax breaks and illicit flows

In the past, Tanzania has been constantly operating on deficit. But in the recent years, the share of ODA in
the government budget has dropped by almost half — from the levels of around 35-50% down to now
around 20% of the budgetary support. As donor financing has been replaced with commercial loans, do-

mestic resource mobilization (DRM) in Tanzania is showing remarkable improvement. Public-private part-

40 In discussions with the locals, many suspect that changing weather patterns could be a contributing factor: ‘% the
past, we bad good rainfall and hydropower, (but) it’s no longer so, the dams do not have water rainfall, and reserves have depleted”

# Similar figures have been quoted elsewhere in East Aftica like in Mozambique where based on the current reserves
the country could earn an annual inflow of USD 60 billion dollars.

42 For instance, communication sector tecorded the highest growth rate of 20.6% in 2012/13, but only makes 2.3% of
the GDP and the financial sector grew 1.8% in 2012 compared to 1.7% in 2011.
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nerships represent a major means of development financing especially for infrastructure needs. After the
debt relief in 2006, Tanzanian debt was cut from 68% to 37% of the GDP, and the public debt has stood at
these levels (Indexmundi 2013b). Recent figures suggest the debt to have increased (Ngowi 2014): in March
2013, the national debt burden for Tanzania was TSh 23.7 trillion (USD 14.6 billion), an increase from TSh
20.3 trillion (USD 12.5 billion) in March 2012. This meant that the public debt-to-GDP ratio increased to
slightly more than 40 per cent, and before any future revenues, the fiscal space appears to be closing (World
Bank 2013).

The 2013/14 budget was planned at TSh 18.2 trillion (USD 11.2 billion), and out of this, an estimated
TSh 11.2 trillion (USD 6.9 billion) was to be collected from domestic revenues. Existing financing gaps are
to be funded mainly from foreign loans and grants, domestic borrowing, non-concessional borrowing and
general budget support (GBS)*®. Since 2005, Tanzania has been able to increase the mobilization from do-
mestic resources almost yearly*, and it has invested the increased revenue into public expenditure to raise its
share from a level of 18-19% to 28-30% of GDP. On the downside, for the latest budgetary years domestic
revenue collection still meets just about half of budgeted plans, and also last year, public expenditure was
higher than the targeted revenue collection (World Bank 2013, viii).

One possible explanation to increasing revenue collection is the removal of leakages from the tax sys-
tem. Local NGO representatives were vocal to raise this concern: “we are giving so many concessions”, repeating
the worties of academics and development experts who have constantly been questioning the extent of tax
exemptions in Tanzania (see also TJN-A 2011), especially in the extractive industries. This issue was also
raised in the post-2015 consultations in Tanzania, especially by people who had received higher education,
in the online consultation and the consultation for the private sector and higher education institutions (see
Chapter 3). At the time of the first EITT report in 2009, the tax revenue reported by companies represented
only 7% of the value of the mineral exports, as reported by Norwegian Church Aid (2012). Their report es-
timates that tax exemptions to multinational companies deprived Tanzania of USD 288 million yeatly be-
tween 2008/09-2010/11, and that the loss of tax revenue from illicit financial flows, including trade mispric-
ing, could have deprived the government an additional USD 300 million. The combined effect amounts to
around USD 590 million (TZS 1 trillion). For instance in fiscal year 2010/11, plugging this gap could have
brought an additional 17 percentage points of domestic revenues collected.

Tanzania Revenue Authority (TRA) has also had a weak enforcement capacity. For instance, the collec-
tion of value added tax (VAT) has faced many problems, including businesses not paying their VAT refunds

on time. At the time of the research, a new VAT Act was under planning. There are continuing efforts to

4 Foreign loans and grants (TSh 2.7 trillion), domestic borrowing (ITSh 1.7 trillion), non-concessional borrowing (T'Sh
1.3 trillion) and general budget support (T'Sh 1.2 trillion), and other sources

4 Previous years show an inctrease both in size of budgets and domestic tevenues. In financial year 2012/13, the
government spending was planned at TSh 15.2 trillion (USD 9.4 billion), with a target contribution from domestic
revenues of 7.2 trillion (USD 4.4 billion). In FY 2011/12, it was TSh 7.1 trillion (USD 4.4 billion); TSh 6.0 trillion
(USD 3.7 billion) in FY 2010/11; TSh 5.7 trillion (USD 3.5billion) in 2009/10, compated to only TSh 2.1 trillion (USD
1.3 billion) in 2005/06
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improve the capacity of the TRA, supported also by the donors such as Norway and the World Bank who
have provided technical assistance in tax modelling (see Fjeldstad and Heggstad 2012). Previous studies have
shown that if collected effectively, taxation could play an increasingly important role in financing for devel-
opment. Recent trends in Tanzania seem to be supporting these suggestions. This is not to say that there
would not be any problems. For instance, an industry representative claimed that because the central gov-
ernment has claimed all the important taxes, local governments have introduced their own taxes as a re-
sponse. This has weakened the predictability of the tax regime, much to the frustration of the private sector.
One development expert noted that while it might make sense to also tax entrepreneurs, some of them are
“the central funders” of CCM, the ruling party in Tanzania. It has been estimated that if those “relatively
non-poor” in the informal sector were taxed, this could bring in extra revenues of TSh 350—600 billion
(USD 220-377 million) (Norwegian Church Aid 2012). At the moment according to our interviewees’ esti-
mates, import duties still account for over 30% of domestic revenue collected. Other problems mentioned
in the interviews include smuggling, under-invoicing, counterfeit goods and tax evasion.

Government efficiency could be improved. According to our interviews, only 40% of the budget goes
for development expenditure and 60% of the budget on administration. In the past, Tanzania has been lack-
ing a cash flow management system to create a complete picture for the entire government revenue flows,
which has been reflected as problems also in investment planning and procurement in major sectors such as
roads, water, education and health (MoF 2009). The civil society sees that few government agencies have
been able to strictly comply with government policy to control unnecessary expenditures (Sikika 2013a,
2013b). In the health sector, a policy brief by Sikika (2013b) claims that in the 2013/14 health budget, there
are TSh 714 billion (USD 441 million) of "unnecessary expenditures" mostly consisting of sitting allowances
and travel budgets.

Infrastructure needs are vast in Tanzania. A 2012 World Bank study suggests that Tanzania would need
to invest USD 2.4 billion in infrastructure annually for a decade to catch up with the rest of the developing
world (Shkaratan 2012). This would absorb over 20 per cent of the country’s GDP, with three-quarters of
this going for investment. According to the study, more than one-third would be in the power sector where
2 046 MW of new generation capacity has been estimated to keep pace with demand. According to press
reports, the Mtwara pipeline and two additional natural gas pipelines could together cost an estimated TSh
5.9 trillion (USD 3.75 billion). Water and sanitation together as well as transport each account for a quarter
of the total spending requirement. This would place a substantial economic burden. Shkaratan (2012) argues
that the levels would be comparable to the similar high debt levels China sustained in the mid-2000s, but in
terms of its economic prospects one might argue that Tanzania cannot be compared to China ten years ago.

In terms of educational spending targets (Dakar Declaration), while education is the biggest expendi-
ture in Tanzania, it is also conceived as the least performing one. While 60% of state employees are teachers,
Tanzania continues to lack adequate resources for them. In our interviews, one senior international expert
expressed a further concern: “there is no pipeline for handover in education”, noting how many Tanzanian senior
officials in the sector were soon retiring and the government did not have a plan on how to address the aris-

ing knowledge gap.
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With regard to agriculture, although the development of the agricultural sector is stated as a govern-
ment economic priority, at the moment, the government’s share of the agricultural budget is only 10%
against the 90% contributed by development partners. On average, Tanzania has spent around 6% of its
budget relative to GDP on the agricultural sector. After the lowest recorded year of 4.6% in 2004/05,
spending has increased, reaching a high of 7.8% in 2011/12. In 2012/13, the share of agticulture allocation
again dropped to 6.8% (Policy Forum 2012).

According to WHO National Health Accounts 2013, the government spending on health has reached
11.1% of the GDP. In the recent years, the Tanzanian government has been seen able to achieve the Abuja
target of spending over 15% of its budgetary resources on health (WHO 2011). According to civil society
reports (Sikika 2013a), in 2013/14, the total health budget is estimated at TSh 753 billion (USD 465 million),
of which recurrent expenditure is TSh 283 million (USD 175 million) and development expenditure TSh
471 billion (USD 291 million). Development expenditure is 92% donor-funded, however, and highly de-
pendent on their allocations. Dependence on foreign funding has increased over the years, and in the light
of the economic pressure in donor countries, this is somewhat concerning. Services at risk include
HIV/AIDS, communicable diseases as well as heavily donor-funded maternal mortality reduction initiatives
(Sikika 2013a). Health budget allocations also do not meet actual demand in sector-wide strategic plans. In
the past years, government has both exceeded and fallen short in spending actual resources from the recur-
rent budget. For instance, in 2011/12, the Ministry of Health and Social Welfare failed to implement 28% of
the approved budget (TSh 102 billion or 63 million USD). This is perhaps another sign of larger manage-
ment problems within the government or in donor-government interaction. CSOs have recommended the
government to attract more medical doctors to rural areas, broadening community health insurance
schemes, cutting down wasteful expenditures, implementing focused activities for strategic results and im-
proving ministry's transparency in transfers (Sikika and Policy Forum 2013). Limited accessibility and availa-
bility of essential medicines and medical supplies persists. While WHO statistics suggest Kenya to provide
about 14 hospital beds per 10 000 people, Tanzania only has about 7 beds per 10 000 people. The highest
share Tanzania ever had was actually as long ago as in 1960 (14.9 beds per 10 000 people) (Sikika 2013c).

Some of our interviewees suggested that some of the basic services (health and education) could be even
less affordable than before. In healthcare, although the official health policy would say that healthcare is
free, these principles are seen by citizens not to apply in practice. One interviewee mentioned that in reality
when one goes to health delivery, “you need to have the delivery kit yourself”. Like in Kenya, while primary
education is supposed to be free, there remain many indirect costs to education for ordinary citizens in Tan-
zania. Our interviewees noted that for girls, even if they finish secondary school (or Form 4), they may have
trouble accessing loans to go to university. It was suggested that economic growth in Tanzania has not lead
to an increase in private, but only public spending. Therefore, while teachers might have been hired, the in-
comes of individual families have not risen. Some of the interviewees’ comments suggested that while “ome

may claim that the gap between rich and poor has been reduced, but in the local level the gap seems rather to be increasing”.
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Tanzanian ODA debates

In relation to the donor-government relations, a consultation on the budget support in Tanzania in
2005/06-2011/12 (see: ITAD et al. 2013) and related discussion in Finland (HAUS 17.12.2013) based on
the report findings reveal the Tanzanian government to have expressed its frustration with conditionalities,
the unpredictability of donor funding and weak coordination amongst donors. This evaluation gives a rela-
tively good score on the achievements of general budget support (GBS) in Tanzania, and even sees potential
for improvements. The findings also suggest that the donors may have overreacted to two public corruption
scandals in the 2000s, to the detriment of the trust between the donors and the government, and an increase
of aid administration.

In the public discussion regarding the role of donors’, the consultants also suggested that there may
have been a “supply problem” over the years on the donors’ side. Donors would assume but not explicitly
tell the Tanzanian government what officials should ask, even if the donors might know "a woman who can
solve your energy problem"'. Interestingly, the consultants suggest that there might have been equally a “demand
problem”, where after years of development cooperation based on project-management and monitoring, the
Tanzanian government did not have a vision of donors as partners who would be there to assist in solving
problems such as assist in delivering skilled personnel to help the government build its policies. Despite the
recommendations of the budget support evaluation, the current trend rather suggests that most donors in
Tanzania could be moving away from GBS following pressures for aid accountability at home, rather than
following the will of the Tanzanian government.

Then again, those outside the aid sphere criticise donors for their continued support of the Tanzanian
government. One criticism is that the aid rarely trickles down to the local people and translates into con-
crete, tangible improvements in their living conditions. Tanzanian NGO representatives claimed that the
central government had used too much aid “% buy air conditioners”, and that when aid money finally reaches
local people “there is not much left”. However, one of the evaluators of the Tanzanian GBS suggested that in
spite of numerous workshops organised by the donors and the NGOs, both sides actually might have failed
in engaging deeply enough with ordinary Tanzanians to learn about their needs in daily practice. This criti-
cism perhaps reflects both the limited results and poor level of interaction discussed above.

There was also more profound criticism on the role of aid and donors expressed in our interviews, espe-
cially by some civil society actors. As noted by a Tanzanian NGO representative: T don’t believe anymore in aid
which wonld be planned to mafke a difference”, referring to the structural inequalities in global economy and its re-
source flows. Another Tanzanian NGO representative mentioned, “I'here is no free aid to third world countries,
there is only expensive aid. What you call free aid today, 1 will have to pay one day or my child”. In terms of the ODA,
the aid dependent Tanzania increasingly sees that the donor strategy of using “carrot and stick” has reached
its end, and Tanzanians now more and more want to be less imposed on the donor influence. With regard
to recent developments, aid support to the achievement of the MDGs was contrasted with the increased
investment interests by Northern companies in the extractive sector. Another CSO representative noted that
“We have been receiving very “wrong aid”: for instance, the malaria billions, given money to buy mosquito nets. Sleeping in

mosquito nets is not a solution to end malaria.” and “(George W.) Bush spent 3 days in Tangania promoting mosquito nets
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but we donbt that bis main interests actually lied in lucrative mining investment deals... So we have an anecdote of receiving
mosquito nets in exchange of mining and gold.”

Even so, in spite of all the critical remarks, the role of development partners is valued and many see a role
for them, especially in near future. In terms of financing for development, one Tanzanian development expert
who advises the government mentioned that: “For example, technical assistance — you cannot get it that easily when it
comes to lending. Exim Bank [of China] lends money to Tanzania. [But,] when you look at fechnical assistance, it is not so much
there.” Perhaps donors have missed an opportunity to provide policy advice that is aligned with recipient gov-
ernment priorities rather than development partners’ own ideological beliefs, as suggested by the evaluators.
However, in the light of recent gas findings, and the changing development landscape, some practices seem set
to change. In early 2013, Heikki Holmads, the Norway Minister of International Development had mentioned
in his visit to Tanzania that: “after 2025, there should not be a big need of bilateral aid (grants) from Norway.

This does not mean cut of all aid, but different rationales and motivation”.

6.5. Conclusions

This chapter has explored Kenyan and Tanzanian situations and prospects for financing, especially in rela-
tion to the MDG experience and future development financing needs. The abilities of Kenya and Tanzania
to raise domestic revenue have been assessed in relation to tax collection, the structures of the national
economy, and the ODA. In relation to this, current government investment priorities and social sector
spending have also been reviewed. As argued in this book, both countries have wished for a set of improved
international goals, and hope that related financing would increasingly align with domestic priorities. Alt-
hough the aspirations for ODA independence and criticisms on aid are emphasised in the national level dis-
cussions, in the international level the tone is often different and there is more wariness in order to maintain
the achieved ODA levels at least for the shorter term. The international post-2015 debate has also discussed
about the role of public-private partnerships (PPPs), but while it has focused on the financing aspects of
development, it has neglected the environmental, social or other impacts that such investments might have.
The resource mobilisation has its challenges, and fears easily surface when a country increases its debt-
taking. Another issue is that when domestic taxation increases, so does the public debate on how it is con-
ducted. The recent introduction of the value added tax (VAT) in Kenya for example was speculated to have
hit the ordinary citizens and the poorest groups, and it remains to be seen whether the governments are able
to steer their taxation into a more progressive and pro-poor direction. This will, of course, be a political
question and also depends on public pressure. A further question is how equitably and pro-poor manner the
budget allocations and government spending are designed. Paradoxically in Tanzania, where the government
can be commended for its ability to raise increasing amounts of revenue from domestic sources (thus far
mostly by taxing more efficiently the multinational mining companies), the civil society has expressed con-

cerns about the government’s ability to spend this money efficiently, and in the right areas.
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In terms of social spending, health expenditure in Kenya has been low (around 6% of national budget-
ing), and it is seen as one of the reasons of limited health achievements. Tanzania has in the recent years
reached the Abuja Declaration (15% of government expenditure on health), but the health budget remains
heavily donor-financed. Education is the largest social expenditure in both countries, and governments have
invested in free primary education to successfully increase enrolment levels. However, large financing gaps
remain and educational attainment has been low, which might suggest that improved educational results can
only be attained in the long-term perspective. In terms of the issue of food security, in Tanzania 90% of
development expenditure in the agricultural sector has been donor-financed, which is clearly a challenge. In
Kenya, budgetary allocations to agriculture-related ministries stood at 7 per cent in 2008/09 (KEPCO and
CGD 2010).

For a sustained domestic resource mobilisation strategy, inclusive economic growth would be a key ena-
bler as such robust developments also provide opportunities for the state to raise more revenues. However,
“a number of African countries have been ‘developing’ without ‘transforming”, as noted by one Tanzanian development
expert. Currently a significant challenge is posed by the rising importance and focus of governments on ex-
tractive industries. As will be discussed in chapter 7, in spite of their attractiveness in terms of revenue earn-
ings, this sector is likely to neither provide significant employment, nor value addition opportunities that
would facilitate the transformation of the country’s economy. In both countries and especially in Tanzania,
agricultural sector remains to be of high importance and yet lacking in meaningful supportive efforts. A con-
tradicting positive example, in turn, is the development of the telecommunications sector in East Africa, and
mobile money (M-Pesa and alike) in Kenya in particular. These ICT-based innovations have transformed
many ways of operating and creating new structures, thus having multiple horizontal and vertical linkages,
creating big and small companies, in addition to an employment effect (Ndii 2013).

In reflection to the East African viewpoint, the ODA is increasingly viewed as only one revenue stream
amongst other financial flows. But while the role of foreign direct investment cannot be ignored, several de-
velopment researchers would argue that the strategy of offering tax incentives for foreign investment is not
beneficial because it has led to a dangerous "race to the bottom". Contrary to the expectations of national gov-
ernments of these investments benefiting their economies, tax competition and incentives have rather lead to
the erosion of the tax base across developing countries. For such reasons, coordination in a regional level
about taxation rates might prove beneficial.

The question of illicit financial flows was raised vocally by development experts, the civil society and aca-
demia especially in Tanzania. Internationally, capital movements have largely been unregulated, and apart from
the OECD guidelines, private sector flows have been limitedly monitored and issues such as transfer pricing
and tax evasion have not yet come under serious scrutiny. Disclosure of country-by-country accounting by
multinational companies could likely remove one leakage in the international system to remove unfair attempts
of transfer pricing. According to different estimates, annual ODA flows to Africa could actually be smaller
than illicit financial flows out of Africa (see GFI 2013, OECD-DAC 2013). Regionally, the African Tax Ad-
ministration Forum (ATAF) is a central forum where the improvement of tax administrations in Africa can be

promoted. Tanzania, Kenya, Rwanda and Zambia have also already supported a regional approach on taxation
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issues in the OECD Task Force on Tax and Development. In turn, in the United Nations system, the Com-
mittee of Experts on International Cooperation in Tax Matters under ECOSOC makes recommendations on
capacity-building and provides technical assistance to developing countries and countries with economies in
transition.

All of the issues mentioned above are relevant ingredients of the future debates on resourcing the post-
2015 development framework as well as of the economic transformation that e.g. the UN High-Level Panel
(HLP) Report has been highlighting in its discussions on the key transformative shifts towards the post-
2015 era.
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7. SUSTAINABLE NATURAL RESOURCE
MANAGEMENT AND ENERGY ISSUES
IN THE POST-2015 FRAMEWORK

The focus of this chapter is in the recent developments in oil and gas extraction as well as on mining (metals
and minerals) in Tanzania and Kenya®. Kenya and Tanzania have high expectations on tevenue from these
sectors. In the past two years, more hydrocarbons have been discovered in Fast Africa than anywhere else
in the world. However, it is known that most countries with natural wealth have typically failed to greatly
benefit from their resources. As it stands, Kenya and Tanzania lack highly-skilled local expertise and clear,
strategic plans for how the local economy would benefit, if these resources were harnessed. Consequently, in
spite of high government expectations, there seem to be significant challenges in linking the extractive sec-
tor to broad-based economic development and the development of local skills.

Certain measures have been already taken to address the situation. Within the past five years, both coun-
tries have revised their mining legislation and policies, and are in the process of developing gas and petrole-
um legislation. In addition, Tanzania signed into the Extractive Industries Transparency Initiative (EITI) in
2008 and at the time of this research had already published three EITI reports. Kenya, in turn, has not yet
expressed interest in joining EITI, as in the past resource extraction was not perceived as a significant na-
tional economic activity. It is relevant to note that EITI addresses only some of the sector’s challenges.
Alongside the issue of transparency, a key arising concern in both Kenya and Tanzania is how to organise
fair and appropriate benefit-sharing between all interested parties: communities, citizens and companies as
well as the county and the central government.

This chapter discusses how the recent developments in the extractive sector are shaping the future ener-
gy and development landscape of Tanzania and Kenya. It describes the major concerns over governance,
benefit-sharing, social development, environmental sustainability and how these concerns could be ad-
dressed through different safeguard and mitigation mechanisms. The chapter also discusses the kind of role
the different national and international actors could or should take in steering the current and future devel-
opments. Here, the opportunities and limitations of EITI and CSR are also explored. A key related question
is how these dynamics should be taken into account in the post-2015 development framework discussions.

The extractives sector in Kenya and Tanzania is related to the post-2015 policy formulation in several
ways. Perhaps most importantly, there are increased expectations and demands in Kenya and Tanzania to
break away from ODA dependence, and governments are seeking to improve their ability to utilise revenues
from resource extraction for the purpose of national development and also in domestic resources mobiliza-

tion (DRM) for 'human development' (AfDB 2013). Here, extractive industries both represents a significant

# Discussion on the so-called soft commodities of extractive industries i.e. timber and agricultural commodities was

excluded from the research scope.
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industry sector as a means of raising government revenue through taxation and royalties, but also one that is
imagined to support the industrialisation aspirations of both countries, which would further advance their
self-reliance. Secondly, the fact that governments are seeking alternative revenue may also be representative
of the ‘new’ international landscape of development financing (Greenhill et al. 2013). Thirdly, there is in-
creased focus on the role of the private sector in the future post-2015 agenda both due to its impact on all
the dimensions of sustainability and its political power. Fourthly, the sustainable use of natural resources is
rising in the international development agenda to challenge the non-transparent manner in which extractive
industries often are governed, linking with the issues of equity and fair benefit-sharing as well with the envi-
ronmental sustainability. Finally, ‘access to sustainable, affordable and clean energy’ (e.g. Casillas and Kam-
men 2010; UNDP 2012) has been called a “missing MDG”. UN agencies have stressed how none of the

MDGs can ultimately be met without a major improvement in the quality and quantity of energy services.

7.1. Kenya and Tanzania: Emerging countries in a globally
structured extractive industry

East Africa: Is there a threat of a resource curse?

The impressive growth rates shown by many African countries have primarily resulted from a boom in
commodity prices enhanced by foreign direct investment (FDI) to the region. In 2012, FDI flows to Africa
increased by 5.5% to USD 37.7 billion, and by 2015, they are projected to reach a record USD 54 billion,
however, mainly concentrated in the extractives sector (World Bank 2013b).

Especially in Fast Africa the recent discoveries of hydrocarbons are boosting the foreign investments
(see: Figure 2). Between 2011 and 2012, while FDI to East Africa increased from USD 4.5 billion to USD
0.3 billion, most of this is explained by extractive industries (UNCTAD 2013). Recent discoveries offshore
of Tanzania and Mozambique's waters have led to predictions that the region could become the wortld's
third-largest exporter of natural gas, with the country strategically located for exports to Asia%. According to
press sources?, Tanzania has signed 26 production-sharing agreements (PSAs) with several major compa-
nies.

Actually, both Kenya and Tanzania are currently viewed as interesting exploration destinations by ex-
tractive industries. For instance, in Tanzania, deep-sea petroleum exploration started in 1999; and Kenya is
planning to start a more detailed mapping of its natural resources in the next 2-3 years. According to a note
to investors by Deloitte (2013), by the end of 2012, there were more than 24 companies allocated oil blocks

for exploration in Kenya while in Tanzania there were about 20 companies.

46 Tanzania has been exploring oil since 1952. The first natural gas findings in Tanzania were made in Songo Songo
Island (Lindi region) in 1974 and Mnazi Bay (Mtwara region) 1982, but commercial production did not start until 2004
and 2006.

47 News reports of Reuters, The Economist and The Forbes in 2013
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Figure 2. Net Foreign Direct Investment (FDI) in Kenya and Tanzania (Wozrld Bank Databank)

In the era of globalisation, mining industries have been privatised and their regulation has changed towards
investment-attracting, with a view that the investor should keep most of the profit as a reward for invest-
ment risk (Bridge 2008). The contribution of extractive industries to the national economy is one of the key
issues to be addressed. For instance, Tanzania has benefited very little from the mining in the country, even
when compared with other African countries (Zambia, Ghana, South Africa or Botswana). There has been
very limited value addition, export revenue, and consequently mining has had an insignificant contribution

to national domestic revenue (DR) mobilisation in Tanzania, as shown by Table 15.

Table 15. Average annual contributions of mining to total GDP and domestic revenue 1998-2011 (Table
taken directly from Lundstél et al. 2013, p. 18.

Mining value added/GDP Mining export/GDP Mining
(% contribution) (% contribution) revenue®/DR
(% contribution)

Zambia 37 24 44
Tanzania 3.1 4.9 2.3
Ghana 45 12.5 3.1

South Africa 83 11.8 23
Botswana 38 32 50

Chile 12.9 17.1 14.9
Australia 6.4 12.2 4

Sources: National statistical bureaux, central banks, IMF reports, national revenue authority data and chamber of mines annual
reports for the seven countries.

106



Extractive industries in Tanzania

Table 16. Oil, gas and mineral reserves of Tanzania

Oil, gas and mineral reserves of Tanzania

Natural gas: Around 42.7 trillion cubic feet (TCF) of recoverable natural gas reserves (equivalent to
7.5 bn barrel of oil equivalent, or 55 times the present annual energy consumption in Tanzania) off its
coast. The government expects future discoveries to expand them to over 200 TCF

Coal: About 1.5 billion tons (revised from initial estimates of 5 billion tons)

Mining: Gold (1.55 million ounces), uranium (54 million pounds), coal (16,000 metric tons), tanzanite
(2.2 million carats)

In Tanzania, mineral resources have long been known to exist. Under the former president Julius Nyerere’s
regime, Tanzania had adopted a “keep it under” policy, based on the argument that if a country is not ready
to benefit from the mining activity, it is better not to exploit the resources. All this changed in the mid-
1980s, when the socialist economic regime was taken into the IMF and World Bank steered restructuring. In
the 1990s, a gold boom attracted an influx of foreign companies into Tanzania. Mining Development
Agreements (MDAs) were signed in secret between the government and the companies without any policy
to guide their minimum content. The agreements granted companies very favourable conditions, e.g. corpo-
rate income tax holidays, import duty waivers for equipment and capital deduction allowances*.

In natural gas, Tanzania has so far confirmed an estimated 42.7 trillion cubic feet of recoverable natural
gas reserves off its coast (Table 16). However, the government expects future discoveries to expand them
to over 200 trillion cubic feet. Oil and gas exploration activities are carried out offshore, along the coastline,
and in lakes and on onshore blocks. In addition to the Mtwara gas pipeline, two additional new gas pipe-
lines, covering a total length of 1 400 kilometres, are needed to serve the country. These would require a
total investment of USD 5 billion (Reuters 27.11.2013).

In October 2013, the government finally approved a new Natural Gas Policy to target mid- and down-
stream segments of the industry. Key features regarding national revenue collection are:

e tough conditions on foreign companies,

e the domestic market gets priority over exports, and

e anational fund for the revenues that should ensure transparency and accountability over collection,

allocation, expenditure and management of all natural gas revenues.

The policy also mandates natural gas processing to take place on shore, contrary to international oil and
gas firms’ lobbying for off-shore plants. According to the government, a separate policy will be drafted to
guide upstream activities such as exploration, development and production stages of oil and gas operations

(Reuters 19.11.2013).

4 Most of the mining companies came to Tanzania after mid-1990s, signing so-called Mining Development Agree-
ments (MDA) with the government.
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Production and exports of gas are estimated to start only in the 2020s. When in operation, the level of
profits will be determined by international gas prices. The government of Tanzania is trying to formulate
Production Sharing Agreements (PSAs) with gas companies. A report commissioned by UNECA (2011)
argues that it is important to have regulation in place over certain minimum principles that the contracts
should fulfil and preferably to publish them in order to reduce the bargaining power of the investor.

An interviewee suspects that Tanzania could be achieving a production sharing agreement where it re-
tains 70—75% of profits in natural gas. This would be a good achievement, as typically in the industry any-
thing above two thirds (2/3) of profit is considered good, and only some countries have been able to reach
over 80% shares of the profit.

Tanzania passed a new Mining Law in 2010. As a result, for instance the rate of royalties paid on miner-
als like gold increased from 3 per cent to 4 per cent. The Law also requires the government to own an equity
stake in future mining projects. In addition, mining companies have to list on the Dar es Salaam Stock Ex-
change (Mining Act 2010). Furthermore, diamond mining and trading must be conducted in a joint venture
with a minimum threshold set for Tanzanian participation.

The updated regulations effectively caused an outcry from the industry. The companies that had existing
MDAs were also affected by the changes, even though a common characteristic of the MDAs was that their
content cannot be unilaterally changed — even by legislation. The industry argues that the licence fees will
discourage exploration, which in turn will cause a decline in the overall industry, where “There are only two
mines in Tangania, one is closing down, and the last time a mine opened was in 2004. The big ones [companies] are not even

here”.

Extractive industries in Kenya

Table 17. Oil, gas and mineral reserves of Kenya

Oil, gas and mineral reserves of Kenya

Oil: Kenya’s hydrocarbon production has not started yet. There is a gradual progression towards com-
mercially viability with the current reserves standing at 368 million barrels of oil equivalent (BOE) re-
sources. The commercial pumping could start as early as in 2016. Kenya has five PSAs with Tullow Oil
and its partners that are not public.

Coal: The government has estimated coal deposits in Machakos-Mui basin to be valued at over KSh 3.4
trillion (USD 39 billion) and projects that successful exploitation of coal could provide up to 3,500MW
of cheap electricity.

Mining: Gold, titanium, fluorspar, rare earths (incl. niobium), coal. Mapping of resources to be conduct-
ed by 2016 or 2017 with support from China.

For a long time, the Kenyan government had little interest in the mining sector. In spite of a couple operat-
ing mines in the country, mining in Kenya has contributed less than a percentage to the GDP by 2011. Late-
ly, the government has increased its involvement in the mining sector. Kenya’s Vision 2030 has a clause for
Kenya to become a mining hub of the region; and mining has been integrated into the recently published

Vision 2030: Second Medium-Term Plan 2013-2017 (see Chapters 5 and 6). The Jubilee government found-
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ed a separate line ministry for mining separating it from the Ministry of Environment. In 2012 Kenya re-
newed its old Mining Act (1940, Cap 3006)*.

The new discoveries in Kenya of minerals and oil and traces of gas (Table 17) have awakened private
sector interest. In 2013 there were more than 300 local and foreign firms prospecting for minerals or pro-
ducing on a small scale (Business Daily Africa 2.6.2013). Kenya believes that it could have considerable po-
tential relative to her neighbours (Green 2013) and has signed a deal for a mapping survey with China (Daily
Nation 14.8.2013)%. The Ministry of Mining is planning to spend around USD 60 million for geographical
surveys to identify resources in the country, their quantities and locations. This is expected to take 2 to 3
years. This would improve the government’s negotiating power when engaging with potential investors or
explorers.

A new Mining Act (2013) will take effect in July 2014. The government has increased royalties for vari-
ous minerals to generate more government revenue. Royalties of rare earth, niobium and titanium, classified
as precious minerals, are now 10% of their gross sales instead of the prior 3%. Royalties on coal and gold
have been doubled to 8% and 5% of gross sales value, respectively (Mining Weekly 18.10.2013). One pro-
posal in the new Mining Act has received special attention. The Act sets a condition of a minimum of 35%
local equity participation in every mining licence issued in Kenya. The proposal received a chilling response
from the industry claiming it would deter investments in the nascent sector. The government has held fur-
ther talks with the sector players, and it is possible that the share of local shareholding will be pegged at
10%.

The Kenyan government has been involved in the oil development process from the beginning, and it
owns National Oil Corporation of Kenya, which facilitates and participates in the exploration for petroleum
products. The government has entered into five production sharing agreements (PSA) with Tullow Oil and
its partners, contracts of which none have been made public. Until now, oil and gas exploration licenses
were given by the Ministry of Energy as part of bilateral negotiations with companies, in a process largely
criticized by the civil society and oil and gas experts for its lack of transparency. Recently, though, the Ken-
yan government has halted the issuance of further licenses until it has better understanding of the magnitude
of the resource while at the same time upgrading the laws in the sector>!.

The legislation upgrade process by the government received technical assistance from the World Bank.

The review of the Petroleum Act aims to align the management of the sector to the devolved government

4 After 1940, the Act had only been revised twice (1972 and 1987)

%0 Kenya Mining secretary Najib Balala signed a memorandum of understanding (MoU) with Chinese government
agency, Geological Exploration Technology Institute of Jiangsu president Jia Xuetian 14.8.2013.

51 Kenya has engaged in the upgrading of the two main laws that govern the oil and gas sector: the Petroleum
(Exploration and Production) Act Chapter 308 1986 (the Petroleum Act), which regulates the negotiation of oil
contracts between the government and the oil companies; and the Energy Act of 2006, which sets the rules that

govern the country’s energy industry, including the controversial distribution of oil and gas revenues.
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system and increase the government’s share of revenue from oil and gas exploration and production’2. The
Petroleum Act sets out certain obligations to the contractor, covering the length, profit sharing, etc. between

the government and the producer (Freshfields 2013).

Drivers of the extractives sector in Kenya and Tanzania

Capturing a larger part of the natural resource rent is a key driver of the policies governing the extractive
industries in both Kenya and Tanzania. Both countries have plans to develop their economies based on the
oil and gas sector. They have plans to establish refining and processing industries around the sector and to
utilize the energy resources for domestic electricity creation for households, industrial and service sectors.
These plans are expected to facilitate the countries to move up the value chain away from the position of an
exporter of raw materials (UNCTAD 2013).

Some people question the feasibility of placing high hopes on extractive industries as a financier of de-
velopment in Kenya and Tanzania. Overall, it is too early to state whether the countries are facing economic
challenges like Dutch disease because of the influx of money. Planning and developing such institutions that
will govern the sector in an equitable and sustainable manner are much more important challenges, which

will be examined in the next sections.

lllicit financial flows and transparency — pertinent challenges of the extractives

The transparency challenge of the extractive industry can be broadly divided into two categories: firstly, the
transparency of financial flows to ensure the government and the citizens receive a fair share in royalties,
taxes and export revenue, and secondly, the visibility to citizens over what has been agreed between the
government and the company to ensure their participation in decision-making. The first section looks at the
challenge of illicit financial flows, and the second section moves on to discuss political accountability.

Illicit financial flows are defined as lost revenue from the commercial activities of transnational corpora-
tions. The target of mitigating illicit financial flows addresses international trade-mispricing and transfer
pricing, and the taxation of multinational companies (ACORD et al. 2013; Kar and Cartwright 2010)%.

It has been strongly suspected that transfer pricing practices have been conducted also in Tanzania by
multinational companies to avoid corporate tax. The illicit financial outflows from Tanzania in total have
been conservatively estimated to reach USD 444 million yearly (GFI and AfDB 2013). According to Zitto
Kabwe, chairman of the parliamentary committee on public accounts, Tanzania could actually have lost as
much as USD 1.25 billion a year in revenue — equivalent to 5 per cent of its gross domestic product (GDP)

— through corporate tax avoidance, evasion and corruption. To put these figures into perspective, the small-

52 Upstream (oil and gas exploration) activity is regulated by the Petroleum (Exploration and Production) Act which
dates back to 1984 and has been reviewed only once in 1986. The review is undertaken by the Energy Ministry hoping
to incorporate measures to deal with issues affecting the upstream sector

33 According to estimates, between 1970 to 2008, Africa lost nearly as much as US$ 854 billion to tax evasion and illicit
financial flows (GFI and AfDB 2013). In the AU Vision 2063, the African Union has set a target to reduce these flows
by half by 2023.
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scale smuggling of minerals from Tanzania might have contributed to a mere loss of USD 10-15 million
(Mining Weekly 16.7.2013).

Illicit flows are facilitated by various local and international factors which can be traced to the abuse of
local tax breaks and incentives, transfer pricing, international trade mispricing, tax avoidance, over generous
investment incentives, complex tax reporting systems, and importantly the global financial and business ar-
chitecture.

The global nature of the illicit flows stems from policy incoherence. While transparency is core to deal-
ing with illicit flows, the efficiency of the proposed global tools and legal instruments (which in Europe in-
cludes the EU Accounting Directive, and in the U.S. the Dodd-Frank Act Section 1504), the national laws,
and other supportive instruments such as EITT could also be further promoted to close the loopholes. Do-
nors can help to tackle the challenges of dealing with illicit flows by supporting the development of institu-
tions and capacity building that can help those institutions to effectively deal with the problem.

Transparency can be part of the solution and supported with strong legal backing and matching institu-
tions. At a practical level, there should be a closer working relationship between governments, the industry,
and established watchdog institutions operating within the sector. Using this approach, it is possible to de-
velop the business case that can be used as a benchmark. For example, the Norway-headquartered Statoil is
one of the main actors in the Tanzanian gas sector, and Norway is supporting the Tanzanian government
through its foreign policy with policy development such as tax revenue modelling (see: Fjeldstad and
Heggstad 2012). This can be an opportunity for Norway and Statoil to use Tanzania to showcase how the
industry can work to contribute effectively to the national economy of Tanzania.

Policy incoherence has been the gateway to illicit financial flows and tax evasion. Coherence between
development policy and other policy spheres, especially economic and trade policies, will be a key bench-
mark to the credibility of the post-2015 agenda in the eyes of Kenyans and Tanzanians. While the G20 and
OECD have condemned such practices, existing incoherent laws enable manipulation of accounts in many
ways so that taxable profit can be shown only in subsidiaries in tax havens. One method to align laws and
policies to meet these aspirations would be to account for costs and profits on a country-by-country basis.
The implementation and follow-through of the recent EU Accounting Directive and the Dodd-Frank Act
Section 1504 would help the EU, the U.S., and African countries make concrete strides towards actual poli-
cy coherence, and a more genuine partnership for development. This is one of the key transformative ac-
tions, which many interviewees emphasized as one of the structural reforms that can transform the global

economic and financial structures and make them responsive to social, ecological, and ethical concerns.
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7.2. Political, legal and social accountability towards citizens

Political and legal accountability to locals

In both countries, natural resources have been found in rural areas where awareness, means of political in-
fluence and the ability to benefit economically are fairly limited. At the same time, in some instances, the
means to invest back to the local communities have been formulated into complex packages that cross both
legal obligations on the delivery of social services and corporate social responsibility (CSR).

One common fear of local communities has been that money going to the central government will nev-
er come back to them — in part due to the sheer lack of communication by the government or the industry.
For instance in Mwanza, which is the main mining region of Tanzania, the communities have for long com-
plained over the lack of benefits from resource extraction to their area. The EITI report serves to expose
how much tax revenue has been transferred by the Tanzanian government. EITI Tanzania report (T-EITI
2013) shows that only 1 % of the revenue went to the local authorities. Hence, also the expected impact is
low. In Kenya, where local communities have voiced similar sentiments, there is a constitutional guarantee
in place that should provide 5% of the tax revenue to be allocated to the local community alone>.

There are various separate industry norms and obligations related to economic, social and environmen-
tal responsibility. Tax revenue distribution and environmental impact assessments (EIA) are typically de-
tined by national legislation, and corporate social responsibility (CSR) policies set by the private sector. In
Kenya, there have been cases of ambiguous interpretation about due procedure. This was exemplified by a
recent case where revenue distribution had been mixed with the CSR of the companies: In Mui Basin, Kitui
County, the local community will be affected by the mining of Fenxi Industry Mining Group, after the gov-
ernment signed a contract with the Chinese-owned company. Although constitutionally, the communities
should receive a guaranteed 5% of the mining revenue, it is unclear for the community, whether this benefit
was to come from the government, or from the CSR performed by the company. In a case when the indus-
try is left to negotiate with the communities, the communities themselves rarely have the appropriate tech-
nical and legal capacity to enforce their rights. Also, when inadequately defined by legal mandates, the dif-
ferent processes (revenue-sharing, EIA, CSR) can easily be ignored, or even deliberately misinterpreted.

As exemplified by the above debates in Kenya and Tanzania, EITI can contribute to the accountability
and transparency within the extractive sector at the national and international level. But, it does not cover
other critical areas concerning the value chain in the sector. There are rights, social and environmental issues
related to the exploratory and de-commissioning phase, value addition and the governmental level interac-
tion that deserve attention. These challenges related to EITI, including its scope, are outlined in Box 9 and

the employment of corporate social responsibility (CSR) is discussed in Box 10.

5 The Constitution Article 69 (1) (a) states that the State shall ensure the equitable shating of the benefits accruing
from the exploitation and utilisation of natural resources, where the benefit-sharing arrangement, is 70% to the central

government; 25% by the county government and 5% by the local community
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Extractive Industries Transparency Initiative (EITI) in Tanzania

History

Extractive Industries Transparency Initiative (EITI) was established in 2003. It is a tripartite engagement
between the extractive industry, governments and civil society. Tanzania signed into EITT in 2009 and
became EITI compliant in 2012. In Tanzania, three EITI reports have been published. Tanzania does not
have legal framework on EITI. Kenya has not signed into EITT.

The strengths of EITI:

e Provides transparency over payments made by companies and received by governments
e There has been observed change in raised revenue from industry since inception in Tanzania
e There is improved process and more and more companies are reporting year after year

e Creates a platform through which other additional initiatives can be developed to cover identified
gaps based on country-specific needs

The limitations or concerns about EITI:

Disclosed revenue cannot be compared to turnover, profits, costs, or other company metrics

Only shows government earnings / amounts paid by the companies

Does not tackle government transparency on usage of revenue

Does not measure government spending on Corporate Social Responsibility (CSR)
Does not address the value chain of extractive industry and the extent of local sourcing
EITI process needs skilled expertise to compile data even after a few years of operations

Does not cover social issues (employment effect, human rights) or environmental concerns

Does not provide critical information about the internal workings of the companies

Does not address the pre- and post-mining phases, which are important when dealing with resource

flows such as the minimization of environmental impacts

For more information: www.eiti.org

Box 9. Extractive Industries Transparency Initiative (EITT) in Tanzania

Corporate social responsibility in Tanzania

Corporate social responsibility has been considered to have potential to finance and catalyse develop-
ment, and the new Gas Policy (October 2013) in Tanzania highlights a "contractual obligation" of com-
panies to undertake community development programmes as part of their corporate social responsibility
(CSR). But the current CSR policies are seen too limited in order to make a lasting development impact.
Some of the interviewees have accused mining companies in Tanzania of preferring “social work™ ra-
ther than being genuinely subjected to auditing, of which the latter would ensure government revenue
collection. The CSR is conceived as an opportunity for publicity stunts rather than genuine and coher-
ent development exercises. As an interviewed Tanzanian academic commented, “They say that 1% can go
to CSR. But no one matkes a follow-up, if that 1% is really 1%.”

In order for the CSR to achieve a development impact, it requires a more strategic coordination by the
local and national governments: “CSR bas that potency to fund development, but we need regulations. CSR needs to
be regulated, otherwise it will not work. Each company has its own definition of what CSR is in Tanzania”, an aca-
demic stated. While CSR policies need coordination locally, they could also benefit from more rigorous
definitions regionally and/or nationally.

Box 10. Corporate Social Responsibility in Tanzania.
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In order to promote transparency and responsibility in the sector, an analytical process could be conducted
across all governance mechanisms in place in the extractive industry. This analysis should not limit itself to
the EITI assessment, but also cover how the CSR policies are actually designed and regulated, what are the
strengths and limitations of the EIA process, what other tools and principles of environmental management
can be used®, and what is the role of constitutional and legal measures. For instance, a concern raised by the
Tanzanian interviewees related to CSR practices was how some companies are seen to promote their social
responsibility schemes, but in return are less willing to meet their legal obligations regarding the environ-
mental impacts of resource extraction.

The findings in Kenya and Tanzania highlight how local communities are faced with multiple challenges
that range from limited access to information, limited possession of technical skills, limited knowledge about
national-level policies, their own rights and company agreements. Despite their deep knowledge about their
local level issues, communities often see top-down driven processes lacking meaningful involvement of
those actually affected. A case in point is the change in the petroleum legislation in Tanzania, for which the
interviewees commented that the Tanzanian Government was not communicating actively about. Such lack

of interaction can lead to speculation and even unrest.

7.3. Challenges of spill-over effects and employment

Tanzania and Kenya can now see their economic transformation taking place using their own fossil-based
resources (oil, gas and coal). This could improve their ability for domestic revenue collection. However, rev-
enue mobilisation is only the first step for the national economy to benefit from natural resources, and there
are concerns about the current limited value addition of the extractive industries in Africa. These doubts
have been voiced in the African post-2015 debates in the assessments of obstacles related to economic de-
velopment and benefit-sharing.

According to the interviews, Tanzania has lacked leadership that would transform the extractives sector
which currently is not well integrated into the local economy. The previous government thinking was fo-
cused on getting benefits from proceeds, not services. Consequently, according to an interviewee, the min-
ing contracts were not prepared to support the development of the domestic private sector. The lack of vi-
sion of the industries around the extractives has made it impossible for the mining sector to expand the
benefits. Recently, there is more optimism, as expressed an interviewed Tanzanian NGO representative:
“The new Minister of Minerals is a professor — the president [of Tangania] hand-picked him, because be is a very good guy.”

The extractives industry has been resistant to building local presence. Extraction operations of large-
scale companies are highly technology-driven and the extractive industry interviewees admitted that “ompa-

nies that can provide technical and value adding services are still foreign”. They said that local companies should be en-

% In the mining sector, ‘cradle-to-grave’ refers to the process of holistic environmental management from pre- to post-
mining phase. Recently, a concept of ‘cradle-to-cradle’ design has been introduced to refer to industrial systems that
aim not only for economic efficiency but are also aim to be preserve natural ecosystems and be free of waste

114



couraged to invest in capacity and human resources, while the government should use the revenues to build
the local industry focused on value addition and improvement of technical standards to meet the industry
needs, because “#hat’s how the value added will stay”. According to a donor representative, these same concerns
are relevant for the emerging gas sector because “af the moment, Tanzania bas very limited domestic capacity to join
the gas industry”. Gaps in the provision of industry-relevant training and technical expertise to build up local
skills limit the spill-over effects from being realised also in Kenya.

In comparison in Kenya, local content and linkages are reflected in the current policies relatively well.
“Discourse about valne addition is much in place”, said one interviewee. According to Kenya’s Petroleum Act, the
Production Sharing Contracts have a term that the contractor will give preference to the employment and
training of Kenyan nationals in petroleum operations and give preference to the use of products, equipment,

services and supplies locally available. It also includes a requirement to employ and train nationals.

Artisanal miners in Tanzania

There has been considerable debate over how much employment the mining sector creates. In Tanzania,
there are 500,000—800,000 artisanal miners. In the rural areas, this makes artisanal mining an important
source of livelihoods and local poverty alleviation.

Mining brokers in business with small-scale article miners in Arusha, Northern Tanzania, interviewed in
our research, stated to suffer from the lack of government support to safe working conditions and to es-
tablish skills for instance in stone-cutting, or in the establishment of supportive institutions such as local
cooperatives. At the moment, the miners themselves lack equipment and expertise to finish their prod-
ucts, which would be necessary to add value to the gemstones. Based on the interview with the mining
brokers, our study suggests that the miners also suffer from a lack of protection from being sidelined by
large-scale mining operators. The traders of artisanally mined gemstones stated problems with a cartel of
‘Indian’ middlemen who atre connected to a Tanzanite company attempting to control the price of min-
erals.

Restructuring and supporting artisanal mining as a livelihood in areas where other means of employment
are scarce, is crucial in order to distribute the benefits of natural resources into the wider society. A well-
designed and protected artisanal mining industry can provide more jobs than the mining companies,
which rely on heavy machinery and automated activities in their operations.

Sources: Shen and Gunson 2006, Weber-Fahr et al., 2001; cited in Kabote and Niboye 2013: 45

Box 11. Artisanal miners in Tanzania

According to industry estimates, the mining sector has an employment multiplier effect of 1:6. But, it is un-
clear to what extent such global benchmarks apply to countries like Kenya and Tanzania. The civil society
suspected that employment opportunities can eventually be very limited: “?he sector is not a very large employer,
becanse it requires particular type of employee skills. Who is skilled in seismology or as an oil engineer?” For sure, the in-
dustry at least will be unable to compete with the artisanal sector which employs between 500,000-800,000
small-scale miners (see Box 11) compared to an estimated 15,000 by the formal industry. Despite the poten-

tial of the artisanal sector, the sector faces many challenges as expressed by those interviewed in Arusha.
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In both Kenya and Tanzania, natural resources are found in some of the most marginalized and unstable
regions of the countries. The potential of an escalation of existing small-scale conflicts due to natural re-
source extraction activities adds a further challenge to the governance of the sector. So far, communities
argue that they are unsure about their benefits and have not been consulted. It is recognized by the civil so-
ciety actors that the local communities are unlikely just to stand and watch how their means of livelthoods
are taken away from them as an outcome of the activities by the extractive industry.

In Kenya, "deep-rooted inequalities, especially in the areas whete oil and gas reserves ate located, are
one of the main challenges to Kenya’s socio-economic and political transformation” (Vazquez 2013). Social
conflicts are fuelled in Kenya by devolution, ethnic rivalry, and increased insecurity due to Kenya’s involve-
ment in the conflict in Somalia. In the case of resource extraction, when mining projects are planned, local
people are often threatened with displacement.

In Tanzania, there are similar worries. In Mtwara, which is one of the most underdeveloped areas of the
country and where natural gas has been found, the central government is now constructing a pipeline to Dar
es Salaam — at an estimated cost of USD 1.25 billion. This has caused local unrest, because the citizens of
Mtwara have been asking the central government to develop basic services such as improving access to wa-
ter for years — to no avail. Again, the plans about pipeline construction emerged with minimal communica-
tion from the central government.

In addition to these intra-country local tensions, there are some possibilities of the resources igniting in-
ter-country conflict along certain country borders that are still under contention (South Sudan; Ethiopia and
Somalia; and Lake Malawi/Nyassa). Such tensions could provoke a backlash and stall the planned regional

integration processes in the Eastern Africa.

7.4. Renewable energy against natural gas, oil and coal

Tanzania: Can natural gas bring electricity and revenue?

The current installed electricity production capacity in Tanzania is around 1 510 megawatts. Unstable elec-
tricity supply due to the unreliability of hydropower and poor transmission network is hurting both the local
industry and the citizens. Access to electricity is estimated at about 18% nationally (Msyani 2013) of a popu-
lation of 47 million. The soutces of electricity production in Tanzania are shown in Figure 3. The figure
indicates the fast growth in electricity production. In the past, the production was mainly based on hydro-

powet, but during the last years the role of natural gas has increased considerably.
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Electricity production sources in Tanzania
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Figure 3. Electricity production sources in Tanzania. Data source: IEA 2013.

The potentially vast amounts of natural gas are changing the future energy landscape for Tanzania, with the
government seeking to maximize this potential. The Tanzanian government has set domestic electricity gen-
eration as a first priority, and gas exports as a second priority. Tanzania plans to increase its gas-based power
capacity to 2,400 megawatts (MW) already by 2015—16.

The state-owned power company (TANESCO) has not been very effective in the development of the
electricity sector. In early 2013, the IMF reported that TANESCO was making losses and was unable to col-
lect revenue from a number of key sectors. Part of the reason for the current high energy tariffs are a result

from the debts the company has accumulated over the years (The Citizen 26.1.2013 and 27.2.2013).

Kenya: Potential source of cheap energy eroding the interest in renewable en-
ergy

Most of the current electricity supply in Kenya comes from hydropower, oil-fired power plants and geo-
thermal power (Olkaria plant), with some electricity imported from Uganda (see Figure 4). The energy sec-
tor was liberalised in the 1990s, which created semi-autonomous companies dealing separately with genera-
tion and supply. Energy access stands at only 16% for Kenya’s population of around 40 million, according
to World Bank (2013). In recent years, the government of Kenya has committed to source energy from re-
newable sources, and adopted a feed-in tariff for renewable enetrgy in 2012. There has been an impetus to
develop geothermal power, wind and solar energy, through public-private partnerships (PPP) and supported
by the World Bank. In the context of a projected future energy demand of 15 000 megawatts (MW) by 2030,
the country is planning to raise the current generation capacity from 1 664 MW to as much as 18 000 MW.

In the short-term, Kenya expects to generate an additional 280 MW with the completion of Olkaria I and IV
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geothermal plants, and additional geothermal plants (V, VI and VII) could provide 350 MW more. There are
also plans to generate around 630 MW from wind energy and 200 MW from solar energy.
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Figure 4. Sources of electricity production in Kenya. Data source: IEA 2013.

The budgetary requirements to develop the renewable sector are high. To implement all earmarked geo-

thermal projects, Kenya may need to spend USD 4.5 billion between 2014—-2016. In the long-term perspec-
tive, to generate the targeted minimum 5 000 MW from geothermal sources by 2030, the country is reported
to need an additional USD 20 billion (Mining Weekly 11.10.2013). On top of geothermal, a World Bank
supported wind farm in Turkana, which is planned to add 300 MW to the national electricity grid will cost
KSh 70 billion (around USD 800 million) (LTWP 2014). The government halted the issuance of new Power
Purchase Agreement (PPA) licences for solar and wind until 2017 (Bloomberg 27.11.2013).

The government intends to use coal, mined in Kenya, to generate around 5 000 MW by 2017. The intent
of the government is to invest in a coal plant and use coal from the Mui Basin. In addition, private investors
have been invited to develop a coal-fired power plant in Lamu that would generate between 900-1 000 MW
(Mining Weekly 11.10.2013). The government has indicated that the investor would also be tasked to import
coal from other sources such as South Africa and Qatar.

The recent oil findings are making the government shift its emphasis (Vazquez 2013) from renewable
energy, which was heavily linked with the Vision 2030 flagship projects. According to a statement by the
Energy and Petroleum Ministry, ‘% is anticipated that electricity demand will rise sharply as new county governments take
shape and numerons energy-intensive economic activities spring up in the connties.” This revised approach of industrial

development is less elaborate, though, on how it plans to improve access to energy for the people.
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Future energy visions, ODA and energy in the post-2015 negotiations

For both countries, discoveries of oil, gas and coal will bring an immediate reduction of the fuel import bill,
which in 2013 for Kenya stands at USD 4.2 billion, and for Tanzania at USD 3.5 billion, and release funds
to other areas of need. Both countries see the promise of a vibrant oil and gas industry. Generation of ener-
gy from gas and coal is also expected to benefit infrastructure development. In addition, the increased and
reliable domestic energy supply is seen to support the growth of the national economy. The potential scaling
up of extractive industries and manufacturing are planned to be major drivers of increasing energy demand.

Kenyan and Tanzanian governments see renewable energy unable to support their planned strategy of
aggressive industrial growth due to the high cost and low energy intensity of RE sources. The energy de-
mand for industry is vast in both countries, and the primary interest of both countries is to use their natural
resources for domestic purposes and to reduce their energy costs. Even if renewable energy sources would
in theory be abundant, environmental and social returns are secondary to the country priorities.

Renewable energy would likely benefit from a comprehensive and supportive policy framework to create
incentives for both industry and consumers. Development partners could assist in policy formulation to
enable governments such incentives as well as support the financing of sustainable energy options, like the
development of geothermal power plants or wind farms in Kenya. In the future, the role of the ODA could
be to increasingly support and scale up renewable energy.

More broadly speaking, the fossil fuel dilemma will likely be significant in the coming years. Under the
post-2015 negotiations, both countries, and perhaps Kenya more vocally in the light of its international posi-
tion, are likely to underscore their ‘right to develop’, referring to the Rio principle of ‘common but differen-
tiated responsibilities’ (CBDR). These views are likely to be influencing a hesitant or critical position on in-
ternational initiatives to ‘eradicate fossil fuel subsidies’. As an outcome, climate change talks and climate fi-

nancing have been considered almost as non-issues to the post-2015 talks.

7.5. Conclusions

Sustainable energy and related concerns

Both Kenya and Tanzania have stated that their primary aim is to use the new oil and gas reserves for do-
mestic energy creation, and secondly as a commodity to be sold in support of their industrialization. The
main driver in the energy sector is the government aim to increase power supply for the purposes of indus-
trialisation and industry led demand.

There has been an interest to develop the renewable energy in both Kenya and Tanzania. In Kenya,
considerable progress has been made on wind, solar and geothermal energy. However, the new discoveries
of oil, gas, coal and other minerals, have made the countries see these new resources as a product and a
commodity to fuel economic growth rapidly.

There is a danger that fossil fuel discoveries will hinder the development of renewable energy in Kenya.

In addition the government decisions to produce energy from coal and to focus on mega-infrastructure pro-
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jects are in contradiction with the climate change challenge. Abandoning technological advancement in re-
newable energy may not, however, be a sustainable long-term strategy. Internationally, some questions are
already being raised about fossil fuel based economic strategies under climate change constraints. In this
regard, new innovative ways that would assist in scaling up and reducing the cost of renewable energy need
to be part of the sustainable energy agenda, to be integrated into future development partnerships and do-
nor activities. In relation to the post-2015 debates, the lesson to be learned is that in the energy sector, the
focus on using oil/coal in Kenya and the apparent focus on gas in Tanzania introduces the questions of
long-term sustainability.

In terms of the sustainability question on governance of the extractive sector, there are many questions
that would need to be factored into the framework beyond “transparency” as advocated for by the EITI.
While the EITI covers the interests of the industry, the weak legal frameworks do not support the social
aspects.

The post-2015 discussions should listen more carefully to those people who are impacted by such pro-
jects. These broader development issues should be included in the countries development agenda taking into
consideration all the various concerns raised by those interviewed from both Kenya and Tanzania. Vis-a-vis
the many challenges of the sector, there are also plenty of practical areas where development aid may help

(see: Chapter 9 Policy recommendations).

Extractive industries and sustainable natural resource management

Our findings from the interviews support existing literature, which indicate fears of displacement without
compensation, disruption of social life and destruction of local livelihoods as a result of large extractive in-
dustry projects. The ignorance of the historical and traditional rights to land when overridden by resource
extraction by state-permitted licenses can lead to deadly conflicts especially when pitted against claims be-
tween rival groups. Although most interviewees appreciated the possible economic gains and therefore em-
phasized the need to arrange benefit-sharing in an appropriate manner, they expressed strong fears of such
economic expediency that would overrule social, environmental and human rights, and due governance pro-
cesses. In the future, legal arrangements, contracts and partnerships would need to better enable the extrac-
tive industries to avoid these challenges, in order to make the sector to contribute to development and not
to conflicts.

According to Lundstél et al. (2013), within the extractive industry, especially in mining, the improved
revenue-sharing could be secured through: “1) robust fiscal design, including a progressive element to cap-
ture windfalls while encouraging cost-saving and production; 2) specialised tax administration for extractive
industries and mining, to minimise the erosion of the tax base and to establish and enforce correct tax as-
sessments; and 3) political will and accountability, together with government consistency, in order to secure
the expected tax collection from mineral extraction over time with increased transparency of mining-related
revenues.” These principle elements in the case of Kenya or Tanzania would require the upgrading of skills

to specifically understand the taxation framework that would allow the protection of the tax base. This
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might also include a better framing of the taxation department within the relevant government departments.
This is an area where donor involvement could take place.

Following the euphoria generated by the industry in both Kenya and Tanzania, the management of ex-
pectations will be a national challenge. While some citizens and government representatives expect the in-
dustry to deliver results almost immediately, there is a danger where low and uncoordinated communication
between government, industry and people fuels a crisis, or a conflict. The governments should understand
the limited motivation of the private sector to communicate about the inherent risks in the sector. These
relate to capital flight through illicit financial flows, including methods such as transfer pricing, signalling a
weak interest by the companies to create value addition to the local economy.

While in principle Kenya and Tanzania have stated an aspiration to use their natural resources in a par-
ticipatory and sustainable manner, embracing inclusivity and equity, there are also concerns that resource
extraction and large infrastructure development projects have tended to displace populations under the eco-
nomic growth imperative.

The history in Tanzania shows that Corporate Social Responsibility and other market-based mechanisms
are not enough to ensure extractive companies acquire a social license to operate. CSR may even hinder us-
age of natural resource revenue in a politically accountable manner by sidelining public services. Further-
more, the current international economic rules do not enable tracking of profits and costs accrued in the
country where the extractive operation is carried out, which enables manipulation of company accounts so
that payable tax revenue can be minimized. The EITI framework has been able to make some of these dis-
crepancies visible, but it is not strong enough to implement changes.

In summary, this chapter has outlined the positions of Tanzania and Kenya with respect to their non-
renewable natural resources and energy resources. Some of the main findings can be listed as follows:

e The extractive sectors are mostly in the exploration phase in Tanzania and Kenya and the con-
firmation of their commercial potential is still unclear. One of the challenges both countries
now face is the expectation management.

e The mining industry in Tanzania has so far provided quite little revenue. The situation has
somewhat improved due to increase the revenue collection capacity of Tanzania Revenue
Authority due to joining the EITI and donor-funded programs as well as civil society pressure
combined.

e The governments should pay attention to the ‘new’ governance tools in the extractives sector
(environmental management tools, EIAs, EITI, CSR policies) in order to develop holistic
management processes for the sustainable natural resource management.

e Kenya has relatively little experience with managing an extractive sector. The Kenyan govern-
ment has already emphasized the need to receive a fair share of revenue and it is investing in
improving its negotiation position vis-a-vis investors.

e Both countries would need expertize in the tax administration to be able to perform tax audits
and assessments within the industry and protect against the erosion of the tax base and to in-

crease the retention capacity of the economy.
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The question of how to equitably share natural resource revenues between the central
government and local/county governments remains untresolved. This is further being con-
fused by the process of devolution in Kenya and plans for constitutional reform in Tan-
zania.

The threat of conflict in North Eastern Kenya and South Eastern Tanzania need to be seri-
ously taken into account and measures are needed to address the heightened tensions between
marginalised groups, local government and the central government.

Neither country is in a very good position to create backward and forward linkages or ‘spill-
over’ effects from the extractive industry. Strategic government action to ensure technolo-
gy and skill transfer and development are absolutely required if wider and sustainable
benefits are sought. The donor supported capacity building is important in this area.

The role of artisanal miners in both Tanzania and Kenya need to be better recognised and
their operating environment and conditions supported with commensurate resource. Artisanal
mining employs more than the large corporate sector, pay more taxes and forms a source of
livelihood for more people. Thus if adequate attention is paid to set required safeguards in
place (especially concerning the environmental impacts), the artisanal mining could bring con-
siderable benefits to the society.

In both countries the boom around extractives can bias the long term planning and the struc-
tural changes needed in the economies, to create employment and sustainable, inclusive
growth.

In both countries, the emerging focus on the extractives sectot, especially oil, coal and gas can

undermine the previously established momentum to develop renewable energy.



8. CONCLUSIONS

This book has reviewed current domestic debates in Kenya and Tanzania in relation to the MDG experi-
ence, expectations about the post-2015 framework, and connected them to the domestic debates that will
explain the positions and future direction of these countries. The analysis in this book is based on a desktop
study of the history of the MDGs, Kenyan and Tanzanian development policies, and post-2015 policy doc-
uments and reports. In addition, around fifty interviews and ten workshops were carried out in Kenya, Tan-
zania and Finland during March-September 2013.

The experience of the MDGs has strongly shaped how most actors, both at the international level and
in national discussions in Kenya and Tanzania view the ongoing discussions related to a new global devel-
opment agenda. The MDGs marked a shift in the international development agenda and strategies of devel-
opment partners from focusing on contributing to economic growth to focusing on reducing poverty. The
MDGs have been viewed as creating a common norm-base for different development actors, concerting
efforts of both development partners and governments, and establishing a monitoring and advocating tool
to influence the policies of development partners and governments. In Kenya and Tanzania, the MDG pro-
cess has influenced national policies and management approaches towards a more results-based direction.
One positive aspect here is that the MDGs have sparked more systematic data collection on social sector
issues that have not been monitored before. The downside might be that at the same time more locally rele-
vant development indicators may have remained underdeveloped (Murphy 2007). While some, including
civil society, have applauded the MDGs as an enabling tool to stimulate a push for change, many have noted
how the framework has remained as a tool to guide donor and government actions, yet not really connecting
with the local people nor bringing substantial improvements to the living conditions or inequalities faced by
poor people, especially in the rural areas of Tanzania and Kenya. More critical civil society actors and aca-
demics have noted that the MDGs have had a bias towards emphasising the role of aid in poverty reduction
and thus also the role of donor countries and international agencies, while the real key players are the “na-
tional governments of the countries in which very poor people live” (Hulme 2007, p 5). In addition the
North has been often framed overtly as a solution provider without critical assessment on how unequal
global flows of resources and trade relations may have undermined the developing possibilities of the
Southern countries (Harcourt 2007).

The MDG framework has also been perceived as an UN-imported policy frame — an external policy
process that did not consult Africa significantly (Olukoshi 2013; Waituru 2013). Also, the fact that the UN
secretariat developed the technical part around the MDGs and began using them in the early 2000s, five
years prior to the member states, has been said to have given an “unfortunate impression of the UN agen-
cies and secretariat leading the process” (Lopes 2013). As the MDGs were not a plan derived from the bot-
tom-up (Waage et al. 2010), much of the MDG critique sees them as externally-driven, failing to meaning-
fully connect with issues of local relevance as well as even ignoring or misrepresenting other relevant devel-

opment issues.
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Significant changes have occurred in both Kenya and Tanzania, as well as globally, since the onset of the
MDGs in the early 2000s. The development finance landscape and expectations related to ODA have
changed from the turn of the millennium. While the MDGs were a push for increasing donor aid disburse-
ments and the ODA commitment to 0.7% (see: Chapter 2), it is now increasingly acknowledged that ODA
is only one source of financing amongst a complex array of development financing (see Chapter 6). The
change in the financial landscape has been accompanied by an equally important change in the geopolitical
landscape, with countries like Tanzania and Kenya increasingly ‘looking East’ for models, financing and
support in their development policies (see: Chapters 3 and 5). The recent discoveries of hydrocarbons and
minerals in East Africa has meant new dynamics also in Kenya and Tanzania and raised domestic expecta-
tions and concerns with regards to domestic revenue mobilization for financing development (see: Chapters
6 and 7). Especially civil society actors have been raising the issue of addressing the inequalities in global
resource flows more holistically and that the flow of aid from rich countries to the poor countries would
need to be compared to the flow of wealth that runs to the other direction. The issues of offshore capital
flight, tax avoidance and tax holidays for multinational companies are receiving increasingly attention also in

Tanzania and Kenya.

Views in Kenya and Tanzania on the content and process related to the post-
2015 agenda

In order to formulate the post-2015 agenda, there have been attempts to address the concerns raised on the
MDG experience by organizing consultations (including broad online consultations) and initiating discus-
sions at the international level well in advance of 2015. National post-2015 consultations have also been ar-
ranged in both Kenya and Tanzania during 2013. While there are differences in the two countries, certain
similar issues arise from the consultations in both countries. Firstly, the view of the MDGs as an externally-
driven process has led to the hope that individual countries are able to design their own priority goals. It is
expected that these goals could better acknowledge local baselines to and expectations of development.
Secondly, the consultations in both countries do point to achievements in the MDGs, but not without ref-
erence to the shortcomings both countries are facing, especially in poverty eradication, hunger and decreas-
ing maternal mortality. Thus a lot remains to be done in order to reduce poverty and inequality as well as to
enhance social service delivery.

Thirdly, while acknowledging the achievements thus far, the MDG framework was viewed as enhanc-
ing a misguided focus on the quantitative aspects of development at the expense of quality. This is the case
especially with regards to the education sector in both countries, where enrolment rates are high and the
MDG is thus ‘achievable’, but quality is remarkably uneven and low. The quality concerns are high also in
the health sector. Fourthly and related to the previous point, the question of MDG ‘success’ is also linked
to how the goals and indicators have initially been defined. The MDGs have been criticized for not distin-
guishing well enough between potential and actual achievements; that is, between ends and means (James
2000). In the case of education, for instance, the completion of primary education by all students is not an

end in itself, but rather an intermediary phase in the attainment of certain minimum levels of mastery in lit-
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eracy, numeracy and life skills that should be the actual end goals. The problem of treating means as ends
risks the encouragement of misguided investments and efforts by governments aiming to boast about their
performance in the MDGs (ibid.) Both the Kenyan and Tanzanian experiences seem to resonate with this
and give impetus for the recommendation of reforming the new MDG framework to give higher emphasis
for qualitative aspects and to treat challenges in each of the MDGs more holistically.

Fifthly, ‘success’ in MDGs 1-6 in Kenya and Tanzania has been overemphasized at the expense of how
well donors have succeeded in MDG 8, for example, by committing to increase ODA levels and reform
their own policies. While promoting an overly ambitious ‘MDG agenda’ for the developing countries, the
international community has been seen to lack urgency in the mobilisation of its own resources. At the same
time, little effort has been put in place to monitor the improvement of policies adopted by rich countries, as
exemplified by the lack of indicators under MDG 8 that aimed for “a global partnership for development”
(Picciotto 2007). Sixthly, especially in Tanzania but also in Kenya, there was a wary attitude towards the
merging of the SDGs with the MDGs. This was often based on a concern that developed countries may use
the new sustainability agenda to deny developing countries their right to (industrial) development or that
resource transfers from developing countries for poverty reduction could be diverted to environmental
goals that rather address global than local concerns. At the same time, environmental concerns and the live-
lihood impacts of destructive development have also been raised as an important issue. While many of the
African governments emphasise the aspiration and commitment for “aggressive industrialisation”, many
local civil society and communities have concerns related to the social and environmental sustainability of
this strategy.

Some concerns were also raised on the process of the post-2015 consultations. Firstly, it can be noted
that there was a lack of extensive public debate on the post-2015 processes in both countries. Arguably, the
post-2015 debate has not received wide national media coverage and public attention due to more timely
and pressing national debates in both countries. In Kenya, these debates centred on the 2013 elections, the
ICC trials and the expectations related to the new 2010 Constitution and the process of devolution. In Tan-
zania, the public debate has also focused more on the 2015 elections and the process of developing a new
Constitution, due in 2014. Secondly, there has been limited information in both countries on how the post-
2015 consultations will influence the development of a national position for the post-2015 negotiations and
what impacts will the consultation more generally have in the countries. Related to this, thirdly, civil society
representatives have expressed the concern that consultation processes are often donor-driven and partici-
pation takes place through invitation. This can result in consultations being informative rather than trans-
formative (cf. Cooke and Kothari 2001), with regards to what type of issues can be raised to the agenda and

discussed.

Resourcing dilemmas

Both Tanzania and Kenya state in their country Visions that they have strong aspirations to become aid-
independent, but both governments, Tanzanian more than Kenyan, still experience serious budget deficits.

In addition, recent economic growth in the countries has not translated into poverty reduction and remains
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far from inclusive. Changes in the structure of the economy are needed in order to strengthen the produc-
tive sectors of the economy, create more employment and enlarge the tax base for domestic revenue collec-
tion. Both countries have already undergone taxation reforms, but in Kenya the revenue collection through
tax collection is much more advanced than in Tanzania. A major concern in Kenya is that the taxation has
been taking a regressive rather than progressive turn. In both countries the tax reforms are sparking a lot of
heated public debate. Overall, it could be expected that the increased need for government to fund its ex-
penditures through taxation will increase domestic pressure for accountability and also spark national politi-
cal debates on the mechanisms of taxation as well as on the allocation of expenditures and spending of mo-
bilised resources (ctf. Collier and Dollar 2004).

While the efforts of both countries for domestic resource mobilisation (DRM) should be commended, it
seems that they have had difficulties in reaching the commitments in expenditure especially in health (Abuja
Declaration, 15% of national budget) and agriculture (Maputo Declaration 10% of national budget). In edu-
cation (Dakar Declaration, 9% of GDP), governments have invested particularly in free primary education
to broaden school enrolment, but the spending gap to improve the quality of education remains considera-
ble. Also according to assessments on MDG related government financing there are indications that gov-
ernments could do much better in prioritizing spending on social development, especially with regards to
the improvement on the delivery of health services. In Kenya one of the big questions marks in terms of
pro-poor public spending relates to the focus on mega-infrastructure projects, whereas at the same time in-
frastructure such as water supply, rural roads, and rural energy provision are in precarious condition. Kenya
is one of the worst performing countries in the world in terms of water supply services. At the same it is
important to acknowledge successes, such as the development of ICT, which has been supported by gov-
ernment but more importantly involved strong private sector dynamics. Especially mobile money (M-Pesa)
in Kenya has provided a revolution in the telecommunications sector and created companies, provided em-
ployment, and enabled access to finance for millions of people previously without such means.

In Tanzania, the improved government capacity to raise domestic revenue could in part be explained by
a broader realisation of unprofitable contracts with multinational companies, and efforts have been taken to
improve taxation of multinational companies and tackle illicit financial flows. Yet, a lot remains to be done,
which seems to be increasingly acknowledged. This is one of the areas that would need to be systematically
addressed in the future development framework together with sustainable natural resonrce management (NRM)
especially in Eastern African countries that are in the middle of a potential extractive resources boom. Na-
tionally, an important task of governments is expectation management with regards to the extractives sector and
if resources are exploited, the industry needs to be structured in an appropriate manner. There is also a need
to mitigate potential tensions the sector might cause through appropriate benefit-sharing and the implemen-
tation of legal frameworks, including appropriate environmental legislation. Unless all these issues are ad-
dressed, they could severely limit the development aspirations of these countries, and heighten sub-national
regional tensions.

In terms of energy, both countries are seeing their natural resources including the fossil reserves as tools

for industrialisation, which is likely to make them emphasize the ‘right to development’ in their post-2015
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country positions and influence their interpretation on the principle of ‘common but differentiated respon-
sibilities’. Regardless, climate change and environmental degradation do remain key concerns in both coun-
tries and were brought up especially in national post-2015 consultations in rural areas. It is therefore also
seen as welcome by many stakeholders to advance the ability of developing countries to move towards more
sustainable energy choices in the post-2015 negotiations. 1f Kenya and Tanzania decide to move into direction
of extracting their fossil fuel reserves they would need to at the same time seriously consider whether and
how they could avoid the lock-in to a fossil based energy pathway. Some suggestions have been raised e.g. in
the form of developing a national fund (e.g. development or resilience fund) that could be managed in such
a way that it implies a long-term planning trajectory and could be used to stimulate a transition towards sus-
tainable energy. Yet, this should not divert attention from the short- and medium-term planning, and from
supportive policies that foster access to sustainable energy for all. The feed-in-tariff in Kenya is an example
of a policy supporting renewable energy, but there is a lot of space for improvements and for a more com-
prehensive energy policy framework. Especially in many remote areas decentralised renewable energy sys-
tems could be the best way to enhance access to sustainable energy. Thus far e.g. rural energy provision
powered by renewables has not benefitted from systematic planning and concerted efforts but has been

more based on project-led initiatives.

Role of donors and ODA in Tanzania and Kenya

Although Kenya and increasingly also Tanzania have emphasised their aim to become donor-independent,
official development assistance (ODA) will still play a crucial role in the short to medium term. The need for
resource transfers is further enforced by the increasing needs for climate assistance. Also the future resourc-
ing of SDGs is a question mark. National governments may have been somewhat reluctant to prioritize
spending for the social sectors, and it is likely that they are even more reluctant to fund environmental poli-
cies. This is the case especially with the targets that appear to be addressing primarily global environmental
needs, and where the more industrialised countries are seen to be more responsible, like in the case of cli-
mate change.

Donor supportt has been very different in Tanzania and Kenya. In Tanzania, a significant part of MDG
related support has been channelled through general budget support and through a relatively harmonized
approach. In Kenya, donors have acted in a more “ring-fenced” manner through project-led approaches.
The success of MDG 6 on diseases in Kenya can be attributed to a great extent to extensive donor funding
and a technology-driven focus. While this has proved to be efficient in terms of achievements in MDG 6, it
has not translated into holistic improvements in the health sector. Better donor coordination and a more
holistic approach on social sector development as well as clever strategies in the environmental sector seem
to be needed. Another area that could be focused on is the support and development of more transparent,
efficient, equitable and pro-poor oriented mechanisms for domestic revenue mobilization, such as fiscal data
management and planning mechanisms, more comprehensive and progressive taxation and tools to inter-
vene in illicit flows. For donor countries themselves, it is important to adhere to and monitor policy coher-

ence between aid and non-aid policies in Tanzania and Kenya.

127



Constitutional changes and devolution

A key challenge that Kenya, Tanzania and the donors all are facing stems from the devolution process in
Kenya to follow the 2010 constitution, and the constitutional review process in Tanzania. Both processes
have been at the centre of attention in the countries and the target of high hopes and expectations. In Ken-
ya, it is expected for devolution to bring the government and setrvices closer to people, and for the constitu-
tion to serve as an avenue for citizen engagement. However, recent political events have already raised con-
cerns about service-delivery under devolution as well as limitations to civil society engagement in the public
sphere. The experiences in Kenya offer important lessons learnt that would deserve close attention in Tan-
zania, where the process of constitutional review is still underway. In Kenya it is crucial to note that the fu-
ture development agenda will depend on its links with the national devolution process, reinforcing the need

to localize the post-2015 dialogues and consultation processes.
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9. POLICY RECOMMENDATIONS

This book has examined the role of the MDGs in Kenyan and Tanzanian development policies, and the
local debates regarding the MDGs, post-2015 debates, financing for development and the extractives and
energy sectors. The following policy recommendations are based on the desk study, interviews and work-
shops carried out by the research team in Kenya, Tanzania and Finland during 2013. This book has not ex-
plored in detail all aspects of SDGs but focused especially on the sustainability of energy and extractive sec-
tors. The focus of the recommendations is alighed with the issues covered in the book. There are several
important topics that are emerging from the MDG experiences that should be considered in the post-2015
discussions and in the future post-2015 development cooperation. The recommendations drawn from the
commissioned FFRC study are principally aimed at Finland as a development partner, but can be applied to
other national and international development partners concerned with the post-2015 agenda and Kenya and

Tanzania specifically. The recommendations are structured according to four different objectives:

e to guide Finland and other development partners in the post-2015 negotiations;
e to instruct their development policy (and related policies) more broadly;
e to facilitate the work of Finland at the European Union level; as well as

e to spur and inform Finnish development cooperation in Kenya and Tanzania.

1. More ownership of the development agenda and process

One of the main improvements in the setting of the new development framework should take place in the
sphere of ownership. This should be addressed through citizens and nation states feeling part of the pro-
cess of designing the agenda in the first place. The key players in poverty reduction are the national govern-
ments of the countries in which poor people live. Even more importantly, the key players are the citizens in

these counttries.

In the post-2015 negotiations, development partners such as Finland should:
e Take note that in Kenya and Tanzania, the desire for citizens and governments to design their own
priority goals for development is strong;
In development cooperation in Kenya and Tanzania, development partners, such as Finland should:
e Encourage local debates en route to the post-2015 agenda, and provide policy space and opportuni-
ties for agenda setting by a variety of diverse stakeholders.
e Ensure that the post-2015 development consultations and the future introduction of the new devel-
opment framework acknowledge local development processes and the existing MDG awareness at

the local, regional and national levels.
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2. From overtly quantitative targets to comprehensive goals and measuring sustaina-
ble development
Vast room for improvement lies in the current overt focus of the MDG framework on the purely quantita-
tive targets for development, as the validity of many quantitative measures is questionable, especially at the
grassroots level. Related, the current design of the MDGs has presented Africa in a more unfavourable light
than other regions due to the selected baselines and target-setting. Existing development measures have also
ignored the role of ecology as a foundation for human development and disregarded the impacts of eco-
nomic growth on the environment and climate. Because MDG?7 has been a narrowly framed goal, the indi-

cators to measure ecological performance have also been weak.

In the post-2015 negotiations and their development (and related) policy, development partners such as
Finland should:

e Promote the design, implementation and measures of the future development goals to be holistic.
Qualitative measures should be developed in a more participatory manner as well as promote mod-
els of measurement that better capture equity and inequality dimensions of development. Meeting
these aims requires training and capacity building,

e Promote incorporation of ecological and climate indicators (noting the Beyond GDP work) to
the post-2015 development goals and policies. This should also inform the re-formulation of the
MDG 8 goal. Also in this matter, capacity-building for decision-makers is highly recommended.

e Strengthen the significance of ecological and climate indicators in UN statistical bodies (c.g
taking example of how the UN tracks national GDP figures with the System of National Accounts

(SNA) under the UN Statistical Commission (and the UN Statistics Division).

In development cooperation in Kenya and Tanzania, development partners, such as Finland should:

e Together with the partner countries, develop more holistic and locally appropriate methods of meas-
uring progress that support the government’s post-2015 agenda development efforts.

e Help their partner countries to deepen their data collection in the social sectors with locally relevant
indicators and disaggregated data (by gender, region, etc) plus use of real numbers when appropriate.

e Encourage the incorporation of ecological and climate indicators into national statistical institutions
and public policy. The support of systematic data collection could support key areas such as devel-
opment planning, infrastructure projects and urban planning,

e Support the capacity building needed to foster these efforts

3. Keep the improvement of social services as a high priority in the development
agenda

Many of the issues from the MDG framework, such as poverty, inequality and social service delivery

remain key concerns. Thus for example Tanzania has specifically expressed the desire to continue imple-

menting the MDGs, although in a modified form of ‘MDG+’. In Tanzania and Kenya the health sector

and maternal health especially are in a precarious situation.
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In their development (and related) policy and in development cooperation in Kenya and Tanzania,
development partners such as Finland should:
e Foster concerted efforts by both government and development partners in the health sector not only
from a technical solution perspective but from a broader perspective. Capacity building is also central
here.

e Push all donors to strive for a harmonized approach in health sector funding, including preventive

health.

4. Remember the importance of higher education

MDGs have diverted much of the attention to primary education, but in order for countries such as Tanza-
nia and Kenya to have domestic expertise in development and to become independent from ODA relat-
ed foreign technical assistance, experts and consultants; focus and support is needed in secondary and ter-
tiary education, South-South and South-North exchange of expertise, and in the transformation and re-
orientation of the education system to meet the technical needs of the local economy. It is thus recom-
mendable for development partners to acknowledge the important role of a transformed education system
in the provision of requisite skills needed for national development. Another clear message from Tanzania
and Kenya was that in primary education the focus should be not only in quantitative targets, but also in the

qualitative aspects.

In the post-2015 negotiations, development partners such as Finland could:
e Highlight the importance of higher education and its role in delivering transformative skills that cre-

ate local employment and improve services

In development cooperation in Kenya and Tanzania, development partners such as Finland should:

e Continue the support for cooperation between higher education institutions and explore ways to bet-

ter enhance the domestic development expertise in its partner countries

e Support the quality and appreciation of vocational education

5. Promote merging of the MDGs and SDGs while addressing Southern concerns

In a changing global development landscape, the divide between the North and South is becoming less
clear, especially due to rise of the so called emerging economies. The ecological footprint of the North con-
tinues to increase, but it is becoming obvious that also the emerging economies need to take more responsi-
bilities in tackling the looming ecological crisis. The new universal development framework has to be de-
signed within safe environmental limits. Commitments of rich countries need to be broader than just the
transfer of ODA and ‘new and additional’ climate finance. The principle of Common but Differentiated
Responsibility (CBDR) needs to be respected but its new articulations have to also take into account the
changed global landscape, especially the new role of emerging economies. The concerns of Tanzania and
other LDC countries on attention and resources getting diverted from their acute needs to address poverty

alleviation and enhance social services need to be taken seriously.
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In the post-2015 negotiations, development partners such as Finland should:
e Promote a universal and integrated framework but not without addressing key concerns of Southern
countries, especially those of the LDCs
e Promote an approach where North, emerging economies and all Southern countries have commit-
ments to protect global environment but not without ‘fair-burden-sharing’ and new articulations of
‘common but differentiated responsibilities’ that reflect the changed global landscape
e Agree what enabling tools can support the mainstreaming of sustainable production and consump-

tion (SCP) policies in the post-2015 framework

6. Work towards fairer global economic order

The discussion on how to build a fairer global economic order should have a central role in the new devel-
opment agenda. Development assistance is becoming more and more marginal compared with the increas-
ing volumes of private capital flows. Thus policy coherence is becoming ever more important. There is a
need for serious rethinking on the role of the Global North and the lessons learnt from MDG 8 on a
global partnership for development. MDG 8 has remained the one goal that lacks an extensive monitoring
framework. It is relevant to look beyond the aid paradigm and reconsider the role of the North as simply a
provider of solutions and financing. Unequal global resource flows and trade relations need to be addressed
in the North as well as in the South. Support for social policy measures to foster poverty alleviation contin-

ues to be important.

In the post-2015 negotiations and their development (and related) policy, development partners such as

Finland should:
e Adhere to the principle of coherence in aid and non-aid policies.

e Tackle the trade barriers of developing countries for entering developed countries markets, including
the reconsideration of the impacts and concerns of the EU-Africa EPAs (Economic Partnership

Agreements).

e Promote and take active part in designing new rigorous laws and monitoring systems for capital flight

and tax avoidance.

e Support the development of regulation on FDI (foreign direct investment), internationally and in

partner countries

e Provide transparency in the operations of multinational companies, especially (and not exclusively) in

sectors where international tax avoidance has been proven as a problem

At the EU level, Finland and other countries should:

e Promote country-by-country accounting and exchange of information between authorities, and pro-

mote a partnership with Finnish and EU based companies, including in the extractive sector.

e Ensure adequate resourcing for the monitoring and evaluation of the OECD Guidelines for Multina-

tional Enterprises in their national governments and EU-level.
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e Incorporate the UN Guiding Principles on Business and Human Rights (Ruggie Principles) into the
post-2015 process and strengthen their implementation across trade and development policy as well

as investments made by EU-based companies with appropriate mechanisms and monitoring

7. Regulation and responsibility to the new public-private partnerships

In the post-2015 discussions emphasis has been given to public-private partnerships (PPPs). Here cautious-
ness is important and enhancement of coherence between aid and non-aid policies should be accentuated
and emphasised more vigorously. Governance frameworks need to be reviewed to address the social and
ecological impacts of new PPPs and investments, and suitable policies need to be developed. Also, Southern
governments and development partners should develop and support global monitoring frameworks to
comply with the ethics of doing business, address capital flight and fight tax avoidance. Particular attention
should be paid to policies that develop protective measures to mitigate the social and environmental impacts

of large-scale infrastructure projects.

In the post-2015 negotiations and their development (and related) policy, development partners such as
Finland should:

e Develop policies that ensure that public-private partnerships (PPPs) respect rights of the locals as

well as mitigate adverse socio-economic and environmental impacts. There should be policies that de-

fine and regulate the role of private sector in the post-2015 agenda to steer it towards positive contri-

butions.

At the EU level, Finland and other countties should:

e With the support of the Ruggie principles consider how to regulate PPPs appropriately without

being overly regulative.

In Kenya and Tanzania specifically, development partners should:
e Support partner countries to develop policies that govern public-private partnerships (PPPs) in such
a way that they align with existing international development policies, protect people’s rights, the en-

vironment, are tax compliant and do not debase the economy and promote capital flight

8. Support for national resource mobilisation and pro-poor tax systems

It is important to acknowledge and support the desire of countries, such as Kenya and Tanzania, to become
ODA independent in the medium to long term. At the same time it is essential to make sure that the focus
on domestic resource mobilization in the current post-2015 discussions is not used as an excuse to lower
ODA levels, as development assistance will continue to play an important role at least in the short term.
Donors should find more effective ways to support national redistribution agendas that at the same time
will enable ODA independence in the longer term. Development partners could play a more active role, e.g.
through capacity building, in supporting more comprehensive and progressive taxation in their partner

countries. Here also regional efforts are crucial. Tanzania, Kenya, Rwanda and Zambia have initiated a re-
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gional approach in the context of the OECD Task Force on Tax and Development that could be supported.

Similarly the African Tax Administration Forum (ATAF) is doing relevant work enhancing effective taxa-

tion.

In the post-2015 negotiations and their development (and related) policy, development partners such as

Finland should:

Contribute to the transformation of the UN ECOSOC Committee of Experts on International Co-
operation in Tax Matters into a more effective body to expedite tax reforms internationally and for
the multinational companies

Promote transparency of tax regimes through country-by-country accounting, automatic exchange

and disclosure of tax information. Capacity building to strengthen tax expertise is necessary.

At the EU level, Finland and other countties should:

Be forerunners in EU positions on responsible taxation and promote country-by-country accounting
Promote state-owned companies to lead the private sector by example by disclosing their country-
based tax information

Work towards ambitious national Action Plans to mitigate international tax evasion

Implement international standards, strengthen European monitoring capacity, advance systems and
expand networks on exchange of tax information, increase global asset recovery and anti-money

laundering capacity in the international trade

In development cooperation in Kenya and Tanzania, development partners such as Finland should:

Pursue transparency vigorously in all meaningful ways

Pay increasing attention to the impacts of the operations of multinational companies to assess the
contribution of MNCs to the national economy in terms of revenue generation as well as local value
addition

React to worries voiced by the local civil society in a responsible manner, even when they might con-
tradict the interests of partner countries in the North

Build-up local capacity in tax monitoring (education and training, exchange of information, build-up
of related IT systems and data collection) to mitigate the effects of illicit financial flows out of de-
veloping countries through tax avoidance, trade mispricing or other means

Assist governments in partner countries to develop better taxation regimes e.g. in form of supporting
fiscal data management and planning mechanisms for more comprehensive and progressive taxation
Support mechanisms through which enhanced national revenue generation capacity corresponds with

the improvement of social safety nets and social protection floors.

9. Local drive for industrialisation in East Africa: Supporting sustainability

East African countries have expressed a strong desire of industrialisation and economic growth. The gov-

ernments still have a long way to go in transforming the raw product export-orientation in their economies.
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Also, in post-2015 discussions an important topic has been employment and especially that of the youth.
Development partners should appreciate these wishes of “right to development”, and at the same time ex-
plore ways how they could be supported in a sustainable and inclusive manner. Economic transformation
requires the development of skills, the creation of backward and forward linkages, and the promotion of
local sourcing and processing. Governments should be supported to develop the key productive sectors of
the economies. Support is needed to steer the industrialisation aspirations into sustainable path. Finland’s

development cooperation strategy timely emphasises inclusive green growth.

In the post-2015 negotiations and their development and related policies, development pattners such as
Finland should:
e Promote the objectives of inclusive and sustainable industrial development, including the work of

UNIDO, under the consideration of the rapid pace of climate change.

In development cooperation in Kenya and Tanzania, development partners such as Finland should:

e Acknowledge the aspirations of an economic transformation

e In all their actions promote inclusive economic development that produces employment, locally rele-
vant entrepreneurship skills and education-employment linkages.

e Encourage the uptake of sustainable industrial practices, promote public procurement in developing
countries, including sourcing from local suppliers.

e Hncourage developing countries to enhance value addition and employment creation in different sec-
tors across regions as locally relevant development indicators.

e Find ways to more carefully articulate and support the opportunities of inclusive green growth in
Hast Africa

10. Supporting the pathway to low carbon future and access to energy for all

Kenya has already made efforts and investments especially with solar, wind and geothermal technology.
Tanzania has not yet significantly developed the harnessing of renewables although it has emphasised them
in its energy policies. At the same time, both Kenya and Tanzania have recently made discoveries of fossil
fuels. The countries would need to consider how they could avoid a lock-in in fossils for long-term future.
The development partners could support the transition towards sustainable energy through supporting and
incentivizing policy structures and frameworks in developing countries that foster the role of renewable,

distributed energy systems.

In the post-2015 negotiations and their development (and related) policy, development partners such as

Finland should:

e Promote the development of a conducive international policy environment that enables the scaling

up of sustainable energy. This includes work towards the eradication of fossil fuel subsidies.
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In development cooperation in Kenya and Tanzania, development partners such as Finland should:

e  Work closely with Kenya and Tanzania to assist them to develop climate-friendly policies, which will

help and support the transition towards sustainable energy

e Assist governments to develop policy frameworks, institutions and incentives that can drive the

growth of the local renewables sector and distributed energy systems that will meet the energy needs

and provide employment

e Support the development of systematic and comprehensive policies that allow improved and targeted

access to energy in the rural and peri-urban areas. In rural energy provision a programmatic approach

is often more sustainable than the project-based one

e Support capacity building in sustainable energy planning and provision

11.Extractive industries, natural resources and mitigation of conflicts

With the current boom on extractive industries in Kenya and Tanzania, there is a need to address increasing

tensions around natural wealth and the equitable distribution of the derived benefits. Environmental

concerns and the livelihood impacts of development that causes displacement and undermines local land

rights under unclear agreements were most strongly raised. Some of the current patterns of natural resource

extraction, especially in Kenya, may be heightening the risk for tensions between the different regions of the

country as well as between different social and ethnic groups.

In their development (and related) policy, development partners such as Finland should:

e Strongly promote the sustainable use of natural resources as an emphasis for the post-2015

agenda. Strong measures are needed to mitigate the consequences of intensifying resource extrac-

tion in both developed and developing countries.

e Support policies that emphasize sustainable and equitable natural resource benefits sharing and

are effective in tackling the root causes of environmental destruction

e Drive the strengthening of EITI (Extractive Industries Transparency Initiative) to tackle broader

concerns in the extractives sector. It is important to acknowledge that EITI addresses only a limited

set of governance challenges and a lot remains to be addressed by other more stringent regulative

measures e.g; in terms of enforcing the principle of “from cradle to grave” and the duty of the com-

pany to pay for the decommissioning and rehabilitation of mining-affected areas.

e In the EU, implement and supervise the EU Accounting Directive

In development (and related) policy as well as development cooperation in Kenya and Tanzania, de-

velopment partners, such as Finland should:

e Assist the governments to protect the rights of artisanal and small-scale miners (ASM), including

vulnerable groups, through existing international initiatives, agreements and recommendations.
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e Support the development of acceptable legal frameworks that cover the relationship between inves-
tor, central government, local government and the communities for the transparent use of resource
rents

e Help partner countries in expectation management and the diversification of their economies to re-
tain value added locally. Capacity building could play an enabling role.

e Promote the integration of EITI monitoring with better fiscal data management as well as the gov-
ernance frameworks to mitigate adverse ecological, social and political impacts of the extractive in-
dustries

e Support the further development of the Extractive Industries Transparency Initiative (EITT) in Tan-
zania and promote Kenya to join the EITI, and help to initiate government/civic lead initiatives to

address the people centred concerns.

12.Note the significance of local political processes

Kenya’s 2010 constitution and the consequent devolution process and Tanzania’s constitutional review pro-
cess (draft due in 2014) are the key arenas for local political and civic engagement on development. In both

countries, high expectations are placed on these processes.

In development cooperation in Kenya and Tanzania, development partners such as Finland should:

e Ascertain as a policy that their engagement with the government or with projects locally do adhere to
the new constitution and, in Kenya, are in line and support the actualisation of the devolution pro-
cess. Also, local legislative bodies will need support in interpreting the constitution to consultatively
perform their constitutionally defined functions.

e Foster discussion on how the post-2015 agenda and the devolved structures in Kenya should be
aligned, and how the roles, resourcing and functions of the devolved government units are developed
vis-a-vis enhanced social service delivery.

e Build capacity of civil society actors and new devolved government entities on budget management

and service provision locally

13. Support citizenship building and civic engagement

The support of policy instruments and processes that assist in building active citizenship, and to strengthen
the social contract between the citizens and the government can contribute to improved governance, own-
ership of the development processes, and entrench sustainability. The role of active citizenship cannot be
underplayed when discussing how to increase the commitments of, for example, the Tanzanian and Kenyan
governments to the anti-poverty agenda and how domestic resource mobilisation e.g. in form of taxation

and government development spending could be geared to a more pro-poor and anti-poverty track.
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In development cooperation in Kenya and Tanzania, development partners, such as Finland should:
e Engage with institutions, processes and programmes that have a high civic education value at the na-
tional and especially at the local level.
e Assist partners in the design of policies and educative programmes with a strong emphasis on civic
education and citizenry.
e Support the governments to strive for equitable and equity-based policies that focus on improved de-

livery and quality of services

14.Promote a rights based Post-2015 development agenda

There is a need to support legislative frameworks that recognise and protect the rights of people with regard
to development, and streamline the management and administration of all forms of resources, including for
example what is referred to as community or trust land. In Kenya, Tanzania — and in the global South in

general — land rights remain one of the most contentious development issue.

In the post-2015 negotiations and their development (and related) policy, development partners such
as Finland should:
e Continue the promotion and mainstreaming of human rights based approach in development policy
e Advocate for policies that safeguard the rights of the marginalised and vulnerable reinforced with in-
ternational protocols. For example, countries should take leadership in signing the ILO 169 to protect

the rights of indigenous groups.

In development cooperation in Kenya and Tanzania, development partners, such as Finland should:

e Support the development of policies that clarify the remits and frames of operation under the differ-
ent rights regimes and protect the rights of the vulnerable and those operating under any form of
unsecured tenures

e Support the development of policies that clarify the remits and frames of operation of the different
spatial rights, including the surface and sub-surface regimes. The development partners should also
assist the development of policies and frameworks that clarify the remits of the different alms of
government, the central governments, and county governments.

e Promote policies to guide and clarify how benefit sharing of surface and sub-surface resources are ar-
ranged, and strengthen laws that protect the rights of the vulnerable and those operating in atreas
where resources are located.

e Continue to support institutions that are working on the practical realisation of human-rights

based approaches in development
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Finally

Within the global development landscape, two contradictory processes seem to be currently ongoing. On
the one hand, development is acknowledged as a complex and multi-faceted issue, which certainly has not
become less complex or unpredictable since the turn of the millennium. Yet at the same time, development
policies and strategies are often formulated and implemented to create speedy results and simple solutions
that are preferably measurable and quantifiable. The post-2015 process should aim to address this contradic-
tion through discussing how to bridge the gap between complex problems and simple solutions.

The questions of development and sustainability are contested political issues that require constant en-
gagement and deliberation. Whether the post-2015 development agenda will be MDG-based, SDG-based,
or a marriage of the two, their ability to bring in transformative processes (rather than more-of-the same
responses) will ultimately depend on a strong political will to address the systemic and structural causes of

continued poverty, inequality, and environmental destruction at the global and local scale.
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