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Abstract

This study explores the impact of foreign aid ctindalties on public policy in Africa. It argues
that donor countries should reduce conditionaliaesl strengthen domestic accountability. It
reveals that when donors impose conditions as -agopasite for disbursement of aid, recipient
countries end up adopting these conditions as ipylicies’ without domestic participation
and proper planning to the detriment of its citzeflowever this study acknowledges that
although consequences of donor conditionalitiesesly affected the recipient countries, in the
long term some of the SAPs actually benefited tloesmtries such as the liberation of money
markets and other aspects that spurred economidigro

The study concludes that poverty amongst Kenyans watually abated instead of
beingalleviated as a result of retrenchment oflcegrvants on an ad hoc basis in the
implementation of Civil Service Reforms Program@&RP) in Kenya. This brought to the fore
the glaring gap of lack of policy coordination inet government. Whereas on one hand the
government was advocating for poverty reductionthen other hand she was retrenching civil
servants without properly cushioning them agairssih economic realities. The savings made
from the retrenchment were used to pay betterisaldo a lean, efficient and effective civil
service while the retrenches/retirees could hamttike ends meet.

The study recommends recipient countries to forteufme-grown policies backed by policy
research conducted by Think-Tanks, to enhance @hiperand strengthen partnership on
conditionality. These Think- Tanks should be askitad into the process of public policy
making to coordinate the various initiatives thavé similar goals.

This study further concludes thatreduction of tiblig service wage-bill (by retrenchment and
retirement of public servants) is not a solutiowdods reducing a country’s current account
deficit. Other factors like the real peculiarit@sAfrican economies need to be looked into, with
a view of establishing how they contribute towasttsv growth of an economy and how they
can be mitigated. In Kenya, the post —electionenok in 2008 and the constant wrangling of the
coalition government immensely affected the cousteconomic growth. The gains made by
Economic Recovery Strategy which realised an econgnowth of 7% in2006 and a decline in
poverty levels from 56.8% to 46% were greatly etbdehe economy grew by only 2.3% in
2008 instead of the projected 7%. This study atsltides that as the Western donors continue
to impose harsh conditionalities,African countrege increasingly ‘facing the East’. China is
making tremendous inroads into African economiese fuestion begs- is this yet another
scramble for Africa or is the cold war resurrectinganother form?
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CHAPTER ONE

BACKGROUND TO THE STUDY

1.1 Introduction

Foreign aid to African countries gained momenturthwhe advent of the cold war. The United
States’ concern then was to contain the expandi@oramunism using the Marshall plan. This
plan eventually evolved into a foreign aid stratégythe liberal West to Third World countries
that embraced the ‘correct’ ideology. In fact bbtbcs adopted foreign aid as a tool to advance
their foreign policy goals.

The communist bloc mainly provided military aid wéas the west resorted to various forms
that included technical assistance, grants andsloBime question of conditionality then did not
arise because each bloc was preoccupied with wgresnmany allies as possible. In essence, the
only conditionality then was alignment to eitheodylwhether directly or by proxy, depending on
who was disbursing aid.

Aid can either be bilateral, from state to statenultilateral, from the United Nations or other
agencies. Bilateral aid comes in different formshsas grants which are funds given free to the
recipient usually for some stated purpose. Techrmoaperation refers to grants given in the
form of expert assistance, while credits are gréms can be used to buy certain products from
the donor staté.

Other forms of aid include loans which are fundgegito help in economic development and
must be repaid in the future out of surplus geeeraty the development procéstoan
guarantees on the other hand are promises by dwatar to back up commercial loans to the
recipient. If the recipient state services suchtglabd ultimately repays them, there is no cost to
the donor. But if the recipient cannot pay repaytsiethe donor has to step in and cover the
debts® Military aid is actually part of development asaiwe although normally it is not
included as such.

When the Cold War ended in the early 1990s, thexg avparadigm shift. The West no longer

needed allies and their foreign aid policy tookrandgatic turn particularly towards Africa that

1. S. Goldstein, International Relations (Washington DC.: Longman, 2001) p. 616
201 .
Ibid
3S. G. Koeberle, ‘Should Policy Based Lending Still Involve Conditionality? The World Bank Research Observer, Vol. 18 No. 2,
Fall 2003 p. 251



caught many aid-dependent countries unawares. Elgboeforms designed by the World Bank
and the International Monetary Fund (IMF), were @dd by the donor community as the
conditions for acquisition of loans and other forofi@ssistance. The prescription included good
governance, transparency and accountability, z#evance to corruption and reforming the
public sector. Failure to adhere to these condstionmost cases resulted in the withholding of

further aid to the recipient.

In Kenya, the conditions for resumption of aid deth among others, liberalization of the
economy, passing in parliament of bills such asBEbenomics Crime Bill, Code of Ethics for
Public Servants Bill, Anti-Corruption Bill and ti@entral Bank of Kenya amendment Bill, 2000.
World Bank maintains conditionality is central tolipy based lending, linking financial support
from donors to policy reforms considered criticar fa country’s economic and social
development. Such an approach is seen as an assurance toheottenk that the reforms will
be implemented, and the country that compliancemalke financing availabl€ Corruption in
recipient countries became the donors’ major prgpaton. They defined it as ‘an
endogenous... variable characteristic of governmient@ided’ countries. Prior to liberalization

in the 1980s and 1990s, official corruption in gowveent mostly comprised misappropriation of
public resources within a highly state-controllew aegulated economy. At the time the donor
community led by the World Bank, declared ‘zeroetahce’ on corruption, Structural
Adjustment Programmes (SAPs) were already undetiwrayghout Africa.

In fact corruption in most of the recipient couesriwent on unabated for twenty good years,
while on the other hand donor policies created npportunities for official corruption. This is
attributed to the donor’s tendency to adopt geneoalditionalities instead of pegging aid to
actual impact. The donor community’s attitude ta¥galanti-corruption measures, has been
emphasis on “inputs and processes such as budgeded and staff recruited,” instead of

‘outputs and impact’ on the number of corrupt o#fis prosecuted or corruptly acquired assets

%S. G. Koeberle, ‘Should Policy Based Lending Still Involve Conditionality? The World Bank Research Observer, Vol. 18 No. 2,
Fall 2003 p. 251

*Ibid

®B. Cooksey, ‘Aid and Corruption: A worm’s Eye View of Donor Policies and Practices’ a paper presented at the 11th
International Anti-Corruption Conference on ‘Corruption and Donor Policies and Practices’ at Seoul in May 2003 also
available online at http://www1.worldbank.org/publicsector/civilservicensus.htm
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returned to the state”"The trend for economic and political reforms led Special Programme
of Assistance for Africa (SPAYo endorse in November 1995, guiding principlesioit service

reforms as an instrument of better donor suppodrdination. The bone of contention was
African civil services were said to be “plagued twitorruption and other misallocation of

resources, ineffective service delivery...and reomaitt and promotion of unqualified staff.”

1.2 Statement of the Research Problem

The trend of policy-based lending and conditiogglitogressed over the past decade, so much
so, to the extent of being regarded as having farakrole to play when tailored to country
circumstances.® However, such a stance should not be a licensimoinate the process of
identifying problems and strategizing solutionsrétipient countries because “this is likely to
undermine ownership and commitmerit.”

In most African countries, the task of transformawgnditionalities into official public policies, is
undertaken by the executive, but the question @fetkecutive dominating public policy making
is however disputable since stakeholders, bothrnatenal (comprising of the World Bank,
bilateral and multilateral aid agencies) and dom@spresented by the middle
class)significantly influence public policy. In Ada, despite the domination of public policy-
making by the executive, official government pagimostly tend to lack wider public support,
especially when being implemented. Such a scemanids to diminish the “objective legitimacy
of most of the Public policies adopted by governtsigfy and renders the implementation futile.
When a “government accepts the financial assistanttethe conditionalities attached to it, it
rules out any indigenous public policy discussionghe issues covered by afd.”

In Kenya, and many other African nations, foreigpital conditionalities have tremendously

influenced public policy-making mainly through mildteral and bilateral donor aid.

"B. Cooksey, ‘Aid and Corruption: A worm’s Eye View of Donor Policies and Practices’ a paper presented at the 11th
International Anti-Corruption Conference on ‘Corruption and Donor Policies and Practices’ at Seoul in May 2003 also
available online at http://www1.worldbank.org/publicsector/civilservicensus.htm

8The SPA is a group of aid agencies that meet to coordinate balance of payments and other support to African countries
undergoing reform programmes.

°C. Wescott, ‘Guiding Principles on Civil Service Reform in Africa: An Empirical Review’ (1996) also available online at
http://www.worldbank.org/publicsector/civilservicehsus.htm

195.G. Koeberle, ‘Should Policy Based lending still involve Conditionality?’ The World Bank Research Observer, Vol. 18 no. 2
Fall 2003 p. 250

1I¢. Wescott, ‘Guiding Principles on Civil Service Reform in Africa: An Empirical Review’ op. cit., p. 5

ver, Vol. 18 no. 2 Fall 2003 p. 250
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Dependency on foreign aid enslaves a country t@mcwholesale conditionalities that are
transformed into public policies even if they hdaereaching implications.

The civil service programme was launched in Augl®@93 and its main objective was to
improve efficiency and productivity of the Civil &&ce. To this end, the government created
steering Committees on the Civil Service ReformgPamme (CSRP) at the national, provincial
and district levels as well as in each ministryhwat national secretariat as its operational arm.
The reform represented significant policy shifts tine areas of staffing, civil service
organization, pay and benefits, personnel managenaea training and financial and
performance manageméfit.

The more a country is dependent on foreign aid,ntioee the donors impose conditionalities.
The more they impose conditionalities, the moreitterference with public policy-making. The
more the interference, the less the governmengsdivm to indigenize public policy-making,
and therefore generally impacts on governanceefehipient country. This study will be based
within this broad framework and shall confine ifgelthe period from 1990 to 2012.

This study will investigate how foreign aid conditalities impacted on public policy in Africa,
with specific reference on how the Civil Servicef®ms Program in Kenya (1990 — 2012),
yielded results in the initial implementation stageontrary to the expectations of the policy

makers. The study will also explore how the cieihants were affected by this policy decision.

1.3 Overall Objective

The main objective of this study is to analyseiaaity the impact of foreign aid conditionalities
on public policy in Africa using the case studytbé civil service reform program in Kenya
(1990 — 2012).
1.3.1 Sub Objectives
The study specifically seeks to:

1. Examine how foreign aid conditionalities have impdc the civil service reform

programmes in Kenya
2. Explore the government’s efforts to formulate adtdive indigenous policies

3. Investigate the role of think-tanks in the poliogking process

Mr. A. SaweCase-Study of the Kenya Civil Service Reform (G8&ramme



1.4 Literature Review

The literature review for this study is dividedartvo parts; foreign aid and conditionality, and,
Policy formulation and Civil Service Reforms in K@nas explained below.

1.4.1 Foreign Aid policy and conditionality

Dollar/Collier showed that current allocations af are allocated inefficiently. They came to the
conclusion that aid money is given in many casesrasncentive to change policy, and for
political reasons, which in many cases can be éffssient than the optimal condition. They
agree that bad policy is detrimental to economadin, which is a key component of poverty
reduction, but have found that aid dollars do mgnificantly incentivize governments to change
policy. In fact, they have negligible impact. As afternative, Dollar proposes that aid be
funnelled more towards countries with “good” poliagd less than optimal amounts of aid for
their massive amounts of poverty. With respect aptitnal amounts” Dollar calculated the
marginal productivity of each additional dollarfofeign aid for the countries sampled, and saw
that some countries had very high rates of margiraductivity (each dollar went further), while
others [with particularly high amounts of aid, almer levels of poverty] had low [and
sometimes negative] levels of marginal productivily terms of economic efficiency, aid
funding would be best allocated towards countribese marginal productivities per dollar were
highest, and away from those countries that hadtowegative marginal productivities. The
conclusion was that while an estimated 10 milli@ogle are lifted from poverty with current aid
policies, that number could be increased to 19ienilvith efficient aid allocation. (Collier and
Dollar: 1999).

New Conditionality is the term used in a paper ésatibe somewhat of a compromise between
Dollar and Hansen. Paul Mosely describes how pasamportant, and that aid distribution is
improper. However, unlike Dollar, “New Conditiortgli claims that the most important factors
in efficiency of aid are income distributions irethecipient country and corruption. The process
of economic policy formulation can range from aweemocratic, participatory process to a
process that is closed, secret, and dictatorial.

Nonetheless, in a vibrant economy individuals valivays make economically significant

choices. Individuals' choices depend on their etgtiens of what economic policy will be.



These expectations depend not only on what thergment declares economic policy to be, but
also on history, culture, and; economic and padalitiogic. Differences between the economic
actors' expectations regarding economic policy @redgovernment's policy plans can greatly

affect economic outcomes.

Olowu™ argues that reforms prescribed to recipient ciesthave not been very successful
because of faulty ‘diagnosis and prognosis.” Heteads that reforms have failed to tackle the
major problems confronting African civil serviceedause of their ‘preoccupation with purely
technical concerns of reducing the size and ctstt do not address the challenging issues such
as building and sustaining the institutional capesi of African Civil services within the

political, cultural and economic context.”

Wescott®concurs with Olowu and observes that particulaerdittn needs to be given to the
social consequences of entrenchment. He ascettainseducing the size of civil service is often
a prerequisite for ensuring that governments catagsuand finance a smaller and better paid
civil service but however cautions that unless safforts are well designed, they can have
negative consequences on morale and productivity.

Contrary to Wescott, Arne BigstEnemphasises the dilemma associated with condittgrial
that, in the short term, it functions as an agénestraint, but in the longer term, it may instead
crowd out the development of domestic agents ofraieé on the actions of the recipient
government. He advises that if aid is to be effectdonors must find ways to combine a move
towards increasing self-reliance on the part ofrdogpient.

However Lienerfseems to agree with Wescott on the issue of weligded initiatives to avoid
negative impacts on morale and productivity. Haiasgthat even though many African countries
have taken crucial measures to restructure thé sgwwices by downsizing them, little progress
has been made in improving pay and promotion pdiciHe concludes that cost-cutting

measures need to be accompanied by bold reformgptove quality.

15B. Olowu, Redesigning African Civil Service Reforms (UK: Cambridge University Press, 1999)p. 37

18 Wescott, ‘Guiding Principles on Civil Service Reform in Africa: An Empirical Review’ op. cit.

YA, Bigsten, ‘Can Aid Generate Growth in Africa?’ Working Papers in Economics no. 3 Department of Economics, Goteborg
University

181, Lienert, Civil Service Reforms in Africa: Mixed Results after Ten Years (Washington DC.: IMF, 1997) p. 79
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Rothschild®notes that literature on public policy based oraesh and application of the policy
sciences in the developed countries is often nplicgble in Less Developed Countries (LDCS).
He observes that conceptualization that takes mlatsde the third world is often not relevant to
African states. He attributes this to non-trandfgity of experiences from these highly
industrialized societies.

Koeberlé%oncurs with Lienert and Wescott. He contends titaatitional conditionality has not
been entirely successful and suggests new appreasheh as increasing ownership and
selectivity, improving design of conditionality astrengthening partnership on conditionality.
Cooksey" affirms Olowu’s position that aid dependency lesmsveak bargaining relationships
with donors but he however concedes that in depeylelonor agencies want to lend and spend
as much as recipients want to borrow and obtaintgra

Schattefattributes that failure of most of the public seevireforms to ‘technocratic’ approach
taken by donors. This approach, he affirms, ovéedothe fact that reforms, despite having
important technical aspects, were also a social @oldical phenomenon driven by human
behaviour and local circumstances. Just like Kdelsard Cooksey, he points out that failure of
local ownership is another flaw in reforms and obsg that a powerful lesson can be learned
from over twenty years of donor support for pulsivice reforms that ‘significant reforms will
not flourish without local leadership and ownershifie however cautions that although donors
are to blame to a certain extent, they, on thair @acountered resistance towards public service
reforms in many developing countries that hampéredmplementation of these reforms.

1.4.2 Policy formulation and Civil Service Reformsn Kenya

Onjal&®in his report analyses the dependency of the govent of Kenya on foreign financing

and examines how foreign policy developed by irdgamal agencies run through Kenya’s
economic policy and development strategy. He assiwdt government policy has proven
ineffective over the years in redistributing incormed wealth. He notes that efforts by the
Kenyan government to cushion against further pgvenpacts of SAPs through safety nets may

19D, Rothschild, Scarcity, Choice and Public Policy in Middle Africa (London: University of California, 1978)

205G Koeberle, ‘Should Policy Based lending still involve Conditionality?” The World Bank Research Observer, Vol. 18 no. 2
Fall 2003

21B. Cooksey, ‘Aid and Corruption: A worm’s Eye View of Donor Policies and Practices’ op. cit

22M. Schacter, Public Service Reform in Developing Countries: Issues, Lessons and Future Directions (Ottawa: Policy Branch
Canadian International Development Agency, 2000)

23.0. Onjala, ‘Economic Growth and Development in Kenya since Independence’ Paper presented at the Institute of Policy
Analysis and Research (IPAR) Conference, Naivasha 1995



only serve to perpetuate the existing inequaliti&swvever, Mba* in his study analyses how the
Kenya government gradually and consistently erodeel supremacy of parliament and
concentrated power and authority in the presidehieystates this led to the domination of the
public policy-making process in the country by ginesidency and the civil bureaucracy.
Contrary to Onjala, Ikiaf8contends that safety nets are necessary in ordendore that the
economy is fully liberalized without hurting the ggoand without attracting too much criticism.
He recommends the creation of a conducive and esthbkiness environment for micro
enterprise operators as one of the key ways of lieigalthis sector to play an even more
prominent role in improving the lives of those whave been or will be marginalized in the
process of restructuring the economy.

Kimuyu and Ng'eth€propose Kenya should borrow best practices frontessful East Asia
countries. The two examine the importance of tredrfer independent research institutions that
can increase a country’s capacity for policy foratian and analysis. They explore the south-
east Asia experience as a possible solution toKeeyan situation. The report attributes the
success in South-East Asia in the policy-makinght existence of think-tanks as independent
institutions that complement the government’s éfiothis regard.

Ndambuki’ affirms in his paper that the objective of theorefs in the civil service is to create a
leaner; more focused and better equipped servicehwiill be able to deliver quality services,
but Orwob&®dwells more on performance improvement in the musérvice and notes that the
concept of performance improving is rooted in tlomstderation that performance levels and
nature of service delivery in the public service aradequate with wasteful uses of resources.
The concept therefore aims at raising levels ofiseroutput and quality of service provided.
Kiragu?® echoes Orwoba’s sentiments by observing that sarice performance is probably the
primary determinant of the nation’s socio-econodegelopment.

He regards it as a logical perspective which undsriine significance of civil service reforms to

national growth and prosperity. On the other hahd,Economic Recovery Stratégstimates

24C,0. Mbai, ‘The Nature of Public Policy Making in Kenya’ Paper presented at the Institute of Policy Analysis and Research
(IPAR) Conference, Naivasha 1995

25@. Ikiara, ‘Economic Restructuring and Poverty in Kenya’ Paper presented at the Institute of Policy Analysis and Research
(IPAR) Conference, Naivasha 1995

*Kimuyu and Ng’ethe, Penetrating National Policy Discourse (Nairobi: The Regal Press of Kenya Ltd, 1997)

2'T M. Ndambuki, ‘Need for Further Rationalization in the Civil Service’ Paper presented at a workshop on Targeted
Voluntary Early retirement Scheme (TVERS), Nairobi, 2004

28M. Orwoba, Performance Improvement in the Public Service (Nairobi: 2002)

Kiragu, ‘policy adjustments and repercussions’



the number of people living in poverty to have migeom 11 million in 1990 to 17 million in
2001. Improving public administration is essenttal economic recovery. The sector is
excessively large thereby absorbing inordinatetgdaamount of national resources. The sector
is characterized by wastefulness and inefficiencgt has become a bottleneck to the overall
development of Kenya.

However, the Central Bureau of Statistfosontends that Poverty levels have declined a¢hess
country with overall poverty incidence decliningptn 52.3% in 1997 to 45.9% in 2005/06.
Awiti 2 reviews have shown that poor linkages betweencydiormulation, planning and
budgeting processes have partly contributed tddidhiealization of intended objectives.

Kenya has been receiving development assistance sidependence. The Kenya External Aid
Policy (KEAP)* provides that the average annual gross aid inflawss percentage of GDP
increased from 5.8% in 1970s to 9.9% in the 1980s/% in the 90s but declined to less than
5% in early 2000s. However, the effectiveness oetigoment assistance has not been optimal
principally due to poor governance. In additiore theffectiveness has been aggravated by lack
of an overall framework for management of exteraidl poor accountability mechanisms and

high aid transaction costs.

A letter of intent to IMF indicates that the Kenygmvernment cannot proceed with its
programmes without consulting and updating the Filihe letter specifies that “the Government
believes that policies set forth in the MemorandfnEconomic and Financial Policies (MEFP)
for 2004/05 are adequate to achieve the object¥és programme, but it will take any further
measurement that may become appropriate for thigopa.” It further stipulates that “Kenya
will consult with the fund on the adoption of thaseasures, and in advance with the fund’s
policies contained in the MEFP,” and “in accordanegh the fund policy on such
consultation... the government will consult with thied if it decides to proceed to implement
any programme that would result in the modificatioh the fiscal targets under the

programmé’The government commits itself that “Kenya will cionie to provide the fund with

30GOK, Economic Recovery Strateqy for Wealth and Employment Creation 2003-2007 (Nairobi: Government Press, 2003)
31CBS, Economic Survey 2007 (Nairobi: Government Printers, 2008)

%2A. Awiti, Effective Management for Sustainable Economic Growth and Poverty Reduction: National Development Plan
2002-2008

%IMF - Kenya, Letter of Intent: Memorandum of Economic and Financial Policies and Technical Memorandum of
Understanding, Dec 6, 2004 also available at http://www.imf.org/external/np/l0i/2004/ken/indean
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all the information in a timely manner as requireddmonitor progress in implementing policies
and achieving the objectives of Poverty Reductioth Growth Facility (PRGF)®®

1.4.3 Gap in the Literature

From this literature review, it is evident thatdan aid conditionalities do affect public policl o
the recipient countries. Although the recipient rinies depend on aid, they can therefore not
avoid the conditionalities attached to it. Desyitis fact, such countries could still venture into
policy indigenization to compliment the foreign emted policies. This way, they can counter,
within their means any adverse effects that wilpaot on the citizenry. When the SAPs were
initially introduced, many if not all African coumgs suffered the consequences as they had no
choice but to swallow the bitter pill of the refagnas conditionalities. The Western world no
longer needed to ‘bribe’ them to sustain the afleato the western bloc because the Cold War
was over. In essence, the African nations andriné world as a whole was jolted by these new
developments and their unpreparedness was refla@ctdteir haphazard manner in which the

public policies were formulated.

However, in the long term some of the SAPs actublyefited the countries such as the
liberation of money markets and others that spuseshomic growth. Most of the previous
studies have not dealt much with the impact ofiggraid conditionality on public policy per se
but have concentrated more on foreign aid conditibes in relation to reforms only. This study
will therefore further contribute towards the debah foreign aid conditionalities in relation to

public policy.

1.5 Justification of the Study

Conditionalities attached to foreign aid are notynahnsformed into public policies by recipient
countries and to a greater extent influence pubditcy making process and output in these
countries. Dependency on aid stifles the potentiahdigenize public policy and renders the

formulation process to be ‘dependent’ on foreighainditionality.

This study therefore seeks to examine how foreigneanditionalities are transformed into

public policy and their effects on the target groidjpe study contributes to policy and also

351bid
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explores how recipient governments can complemamtditonalities with ‘home-grown’
policies to cushion its citizens from any adver$eats.

The study also seeks to establish how lack of properdination between policy issues lead to
an outcome contrary to what the policies stipuldtee underlying assumption is, retrenchment
as a function of CSRP generated rather than atkVigooverty because there was no
harmonization of public policy, particularly at theplementation stage, between CSRP and
poverty reduction strategy.

As a critical analysis, this study seeks to dematestthat since the reforms are detected by the
donors, there are similar patterns that emergkearchallenges and conditions that inform public
policies in African countries. Kenya embarked oa teforms under one strategy of public sector
reforms with CSRP being one of the components. IGitates such as Tanzania, operated CSRP
as a separate entity that encountered a lot ofilggrady forcing the government to develop a new
strategy, which was ‘home- grown’ and participatasyopposed to the earlier initiative.

Owing to the nature of how reforms were imposednugh@ nations by the donors, CSRP’s were
directed from the top echelon of the government meards and were only participatory to a
certain extent in the second phase, when minish@bsto ‘own’ the process according to the
given procedures. The study looks into the varieasnomic strategies adopted and being
formulated by the countries to address wealth mmeand poverty alleviation such as Economic
Recovery Strategy, Kenya vision 2030 and KenyaBateAid Policy Third Dratft.

This study will also contribute towards the debateforeign aid conditionalities and public
policy, emphasizing the need for policy researchhi@ indigenization of public policy. The
CSRP was introduced as one of the ad hoc Strucidjaistment Programmes (SAPS) and in
most cases was implemented without a clear polieynéwork. In Kenya, despite having
completed the first two phases of the programme, Qirectorate of Personnel Management
(DPM), which was then the executing agent of CSiig, not done a Monitoring and Evaluation
analysis (M&E) to determine whether the intendedlg@f the initial phases had been achieved
or not. The main goals of the programme were telealeaner, efficient and more effective civil
service. DPM instead embarked on the third phaseowi establishing if CRSP had achieved
these core goals or not.

Most of the African countries also launched puldervice reforms in the early 1990’s with

similar intentions, to streamline the civil serviceterms of structures, functions and systems in
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order to address the problems afflicting its perfance. Two major problems that were

commonly encountered during the reforms were ldckd®quate financial resources to put in

place some of the critical facilities needed fag teforms and low human resources capacity in
almost all the ministries, to manage and implenteatreforms.

The underlying assumption is that the African goweents were under pressure from the donors
to implement policies on an ad hoc basis in ordeyualify for another tranche of aid which had
far reaching consequences. The need to formulateefgyown policies backed by policy
research is paramount and therefore justifiesstioidy.

1.6 Theoretical Framework

Models of the Small, Open Economy

1.6.1 The Problem

The current account balance has been the souroedf concern for many developing countries
for several years,owing to the fact that a curesxabunt deficit has to be met by a corresponding
capital inflow (assuming no change in reserves)hif capital inflow is in the form of foreign
borrowing, the resulting debt burden (and debtiserpayments) may be undesirable. Hence,
the focus on the current account deficit is notptaised. The problem is: given the country
Kenya, which is a developing country and has aelamgd unsustainable current deficit, how can
it be reduced?

The model used in this study is:

1.6.2 Keynesian Model for an Open Economy

Thereis no clear answer to the question becausediu¢ion has to address how the different
variables that affect the current account balameerdluenced by policy instruments.

Therefore a sequence of models, each of which shgls on a particular aspect of the
problemisconsidered.

We commence with Keynesian macro models (classoofets known as fixed-price)named after
the economist, John Maynard Keynes. In order topcehrend these, it is crucial to first look at
the national income identityfrom a slightly diffeteperspective. To derivethe fundamental
national income identity, we have to first draw a&lify between income and expenditure. The

reason for this equality is production.
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Expenditure (or demand) causes production to td&eepwhich, in turn, generates income.
Define Y as total production or income. This hadéoequal to production for domestic use, D,
and exports, X.

Y=D+X

Now, total expenditure by domestic residents isabtpuD plus imports, IM. This is in turn equal
to the different components of expenditure, C an@ghoring net factor payments and net
transfers for the moment).

D+IM=CP+PP+C+I°

Rearranging (lI-1) and (II-2), we obtain:

Y=CP+C-P+1P+X-IM

The first four components of the right hand sidgIbB) are often called absorption, A. Then,
(11-3) can be rewritten

Y = A = CA where CA stands for the current accobatance. Note that in this case it is the
same as the trade balance since we are ignoriffgcetet payments and transfers.

Note that CA is positive when there is a surplud aegative when there is a deficit. A current
account deficit can then be interpreted as an exeegbsorption over income: the amount an
economy earns from its production exceeds the atbwishes to demand, or “absorb”. In this
way, reducing a current account deficit can be eaadd either by increasing income, Y, or
reducing absorption, A. To determine how this maydbne, it is necessary to specify a model
that links Y and A to various policy instruments.

The fixed-price, Keynesian model begins with theniity (11-3) and adds behavioural equations
that link consumption demand,,Cand import demand, IM, to income, Y. In the Kesin@
tradition, a consumption demand is allowed to bedr function of income:

CP e+ oY

Imports, too, are considered to be linear functibmcome:

IM = 1Mo +2Y

1.6.3 Assumptions
Note that (11-5) is most realistic when imports &aken to be intermediate goods, so they depend
on the scale of production, rather than consumerdgoin which case they may be better

modelled as a function of A. The Keynesian modahe tinvestment, |, government expenditure,
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CY, and exports, X, to be predetermined, or exogegrmtersoted as |, € X, respectively (that is,
they are given for the current time period they e result of previous conditions or of the
actions of policymakers and foreign producers, gvthis model responds to actions by domestic
consumers; a variable which is a function of thkeotvariables in the model is said to be
endogenous).

Finally, and most importantly, they assume thatdpobion, Y, expands at constant marginal
costs (this is the fixed-price assumption). (Mostduiction systems are subject to increasing
marginal cost-that is, the cost of producing anitamthl unit of output increases as total
production increases.) Thus, there are no capaaigtraints in the short-run. If the cost of
producing an additional unit of output is fixedeththe price of the final product is fixed. In
order for this to be true, the cost of hiring amdil labour (wages) must be constant. This is
generally true in conditions of unemployment. listhase, we say that labour is available in
perfectly elastic supply at a given wage.

Given all these assumptions, the system (1I-3)I-5)Irepresents a fully specified model of the
macro economy. We can solve it to derive multiglief the response of income and the current
account balance to changes in the exogenous vesiabl

The solutions for Y and CA are:

—  HCc,+I1+C+Xx—IM
{1—0—2}“‘ o)

And
1—C+ Z}(Cc +I1+CC+X— IM;) fromCA=X —IM
In words, a one unit increase in government consiempC’, say, will increase income by

1 z
[1 —c+ Z]It will also reduce the current account balance[b\;t—c ¥ 2]

CA= X — IM, —{

Note that introducing the foreign trade sector oeduthe traditional Keynesian multiplier which

is equal td===]

This is because imports represent an additionakdge” from the system which does exist in
the closed economy. The impact on the current atcbalance of an increase in government
spending in unambiguously negative: the multigids —c + z|

This is presumably part of the rationale behind éfmost universal call to cut government

spending in countries with large current accourficde What will the effect on the current
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account balance of an increase in exports be? ©wrike hand, it should improve the balance,
since exports are a source of foreign exchangeth®rother hand, through multiplier effects,

they increase incomes which in turn mean an inereasnports. The total effect is equal to

[5%]

1oLz

Note that although the increased imports dampengffiect of the export expansion, net effect is
unambiguously positive

A few observations about this Keynesian model arerder before we leave it. First, when we
lower the deficit by lowering investment (or goverent spending), we contract output. This
contraction in output lowers imports, further impirg the current account balance. However,
when we contract output, in this fixed-price wonee do so by increasing unemployment. The
burden of adjustment falls on the unemployed, wigotgpically among the poorer elements of
the population. The second point is that the ecgn@mot capacity-constrained. This is why
output can expand and contract without changingepri If the economy were capacity-

constrained, output would not change at all. Irstpaices would do all the adjusting.

1.7 Public Policy

Public Policy can simply be defined as what puhlieninistrators’ execut&or it could
be a broad government statement which outlines &agavernment intends to deal with specific
social issues to achieve a development goahe process by which these statements are arrived

at is referred to as public policy making.

36 N. HenryPublic Administration and Public AffaiidNew Delhi: Prentice Hall, 2001) p. 292
37 Ng'ethe and W. Owino (edsfrom Sessional Paper no. 10 to Structural Adjustmen
Towards Indigenizing

the Policy Debatep. cit. p. 25

The output of public policy-making is more prestixip and less descriptive when compared to
the process of public policy-making. In the anaysi public policy, the output stream tends to
stress the policy itself and emphasis is on ‘howinbprove the content of public policies

themselves and how to improve the ways in whicHipydolicies are made, with the objective of
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forming better policies**However confusion arises when these two conceppublic policy-
making and public policy process are interchangeaséd.

This confusion arises from the fact the two adggitinvolve a continuous process, from
one stage to another, making it difficult to clgadistinguish at which stage one process ends
and the other begins...The public policy process e an elaborate procedure which begins
with an identification of the problem to be actedon by the policy and continues to the
suggestion of various policy options which coultiyedhe problem....The public policy-making
process on the other hand begins from an ideniibicaof the problem to be acted up to by the
policy and terminates at the actual policy choickegitimation®
1.8 Public Policy Making
Public policy falls within the jurisdiction of aat government or its agents and relates to any
rule, plan or action pertaining to issues of doisestational importanc&However the
government is not the only organ that has the gagree of making policies. Other organizations
such as Non- governmental agencies, private itisiitsi including individuals, also make
policies that direct or govern their actions. “Tdif#ference between the two, is that public policy
can call on public resources and legal coeréibhat others cannot.

Policy- making in Kenya incorporates both approaclgown to upwards and vice-versa),

although not in all instances. Under normal circtanses, the actors will comprise of

government ministries, departments and agencies rd@esent her three arms namely-the
executive, legislature and the judiciary as théauitative decision-makers on the policy process
and implementation. Other actors include the pulgrofessional bodies, civil society groups,

political parties, Think Tanks and the Media baéygalaying the role of a watch dog.

Public policy-making is a complex process that lage consultations, negotiations and trade-
offs in allocating scarce resources for the publod. Public policies are developed within

institutions of government to address a publicesswmough a political process.

38 N. HenryPublic Administration and Public Affaip. cit, p. 302

39 Office of the Prime MinisteNational Handbook for Public Policy Making in Kenggovernment of Keny@airobi: August2012)p.1
401bid

411bid
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Policy-makers analyse public problems then devima&rses of action that attempt to balance
competing interests and monitor progress to allownkecessary adjustments. In so doing, they
should be guided by the fact that they are acchlmta the public and ensure that the decision
processes are open and transparent as well assapto public concerre.

Although several models of policy-making exist, gtages model is commonly used in public
policy-making as it minimizes the complexity of mgtmaking process to “a manageable
analytical units facilitating understanding by sepiag the process into a series of clear and
identifiable steps. This enables the policy-makeiotus on the distinct procedures and activities
necessary to develop the policy instead of losingself in the intricacies of an ad-hoc policy
process™nitially this model had seven steps but was medifseverally into between five and
eight stages. However, for the purpose of thisystwdll look at the five stage model commonly
applied by governments, to determine at what pboidonors impact on public policy-making.
1.8.1 Agenda setting and Problem Identification:

Thisfirst stage involves setting of the agenda aitntifying the problem. The
processcommences by identifying, verifying, anadgzeand detailing the problem. However,
although problem identification seems to be a ghtaforward issue, if not properly identified,
the government can easily find itself faced witfiedtent definitions from its various agencies .A
problem can only be effectively solved if ther@isonsensus on ‘definition of a problem’.

1.8.2 Policy Formulation:

In the second stage, a wide range of options ansideredtogether with lessons learnt from
previous experiences. These options are identifmdjulated and analysed in workshops with
stakeholders. It is at this point that costs andebts, including political acceptability are
considered amongst other things. This is a cruciéihe process because while selecting policy
options, the question of how much would the poli@grventioncost or save the government is
critically looked into.

1.8.3 Policy Adoption and Legitimation:

Policy Adoption and Legitimation is the third stagethe process. At this point, a decision is
made to formalize the draft policy which is theegented together with a policy analysis to an

official decision making organ for endorsement.

41 Office of the Prime MinisteNational Handbook for Public Policy Making in Kenggovernment of Keny@airobi: August 2012)p.14
42lbid
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Policy cycle: figure 1.1
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Source: National Handbook for Public Policy MakiAggust 2012

Depending on the context, the process of legitiomatian involve formulating statues, policy
documents, plans or executive orders- to give aitthto the policies. Legitimation is the
official authorization of the policy decision orlmy programme. To obtain public acceptance of
new policies it may be necessary to hold publicringa, allow public comment or other

administrative procedures, or use voting or refévem*®

43 Office of the Prime MinisterNational Handbook for Public Policy Making in Keny
Government of Keny@airobi: August 2012) p.19
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1.8.4 Policy Implementation:
The fourth stage is policy implementation whichaéistactual commitment of the government to
achieve the intended results. It is at this stdge policies can be reformulated, amended or
terminated altogether. This is a crucial phasehef grocess because the impact a policy will
make greatly depends on how it is implemented. 8fbeg planning for implementation and
identifying required resources is paramount in @eimig desired outcomes.
1.8.5 Monitoring and Evaluation:
The final component of the stages model is to noonénd evaluate whether the policy’'s
outcomes were relevant to government prioritiesair Basically this plays an important role in
giving a feedback to the managers, decision maker$ stakeholders on the progress in
implementation.
1.9 Hypotheses

The study is guided by the following hypotheses.

1. Foreign aid conditionalities spurs home-grown peldn a recipient country

2. Civil Service Reform Programme alleviates poverthyagst Kenyans

3. Retrenchment of civil servants improves economangin in Kenya

1.10. Research Methodology

This study will draw from both primary and secondaources of information. Primary data will
be derived from interactive and interrogative intews with policy makers, the executing agents
of the programmes, serving, retired and retrenchgbservants. Secondary data will be sourced
amongst others, academic papers, government papelnsas development plans, circulars and
sessional papers as well as internet, electrom@ant media.

The target group of policy makers in the publicvasr for the interrogative interview include
Permanent Secretaries and Chief Economists; wHdwih representative sample for key policy
makers in government.

Descriptive research survey was employed. Kotl2Z804) describes descriptive analysis as that
method that involves asking a large group of peaplestions about a particular issue.
Information is obtained from a sample rather thia@ éntire population at one point in time

which may range from one day to a few weeks. Trezrlgtive design as applied in the study
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was used to obtain and describe information reggrthie study. The data described was used in
formulating a strategy in line with the objectiveghis study.

Mugenda and Mugenda (2003) described populatiothasgentire group of individuals or items
under consideration in any field of inquiry and éa common attribute. Thus, if an enquiry is
intended to determine the average per capita inafrpeople in a particular city, all the people
with some form of income in that city comprised thapulation. The study used interactive and
interrogative interviews with policy makers, theeenting agents of the programmes, serving
retired and retrenched civil servants to obtairadat relation to the objectives of the study.
Secondary data was also sourced from academicfamerernment papers such as development
plans, circulars and sessional papers. The sangdeofthis study was 5 policy makers and 14
serving/ retired/ retrenched civil servants.

The study used primary data collected using ingevvschedules for 5 policy makers. With
interview schedules, a respondent’s answer givessght to his or her feelings, background,
interests and decisions; apart from giving subgthimformation.

Validity as noted by Robinson (2002) is the degoewhich result obtained from the analysis of
the data actually represents the phenomenon urtddy.sValidity was ensured by having
objective questions included in the interview salledThe study also used construct validity in
which it sought to find out if what was tested tingb the research instruments demonstrated an
association between the test scores and the poedicf the theoretical and conceptual
framework proposed in this study. The responsesg &ralysed to see if they concur or disprove
the proposed theoretical frameworks.

The study used Test-Retest Reliability. To gaugs-retest reliability, the same interview
schedules were administered twice at two diffegmits in time. In order to test the reliability
of the instrument, internal consistency techniguere applied using Cronbach’s Alpha.

The alpha value ranges between 0 and 1 with rétialmcreasing with the increase in value.
Coefficient of 0.6-0.7 is a commonly accepted mfiehumb that indicates acceptable reliability
and 0.8 or higher indicated good reliability (Mude&Mugenda, 2003).

Data collected was both quantitative and qualigatia nature. The quantitative data was
appropriately analysed using descriptive statisfl¢ee descriptive statistical tools were to help
the researcher describe the data and determinextbat to be used. This included frequencies,

percentages, mean and standard deviations. Inti@ddiadvanced statistical techniques
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(inferential statistics) were also considered. Thigs mainly the regression model to test
relationship among variables (independent and digeh SPSS (Statistical Package for Social
Sciences), Ms Excel and Likert’'s type scale weelua analysing the questions. This generates
guantitative reports which were presented in caichs and discussions below. However, both
the quantitative and qualitative methods of colfegtdata have their limitations. The strengths
and weaknesses of each are respectively stiputetiesv. This study has used a mixture of the
two since they complement each other.

1.10.1 Strengths of Quantitative Research

The greatest strength of quantitative researchas it produces quantifiable, reliable data that
are usually generalizable to some larger populatfarantitative analysis also allows researchers
to test specific hypotheses, in contrast to qualgaesearch, which is more exploratory.
Quantitative Research is pegged on numbers angtisst thus has the ability to effectively
translate data into easily quantifiable charts guagbhs.

In quantitative research, one of the major stremgttihat what is being studied is not affected by
the researcher as he or she is not usually involvigld the subject or subjects being studied.
What this does is decrease the chances of peaggi®nses or behaviours being affected or
influenced by the outside researcher (Gall, Gadl Barg: 2003).

Further, quantitative inquiry claims to be valuedti(free from researcher bias, unlike the value-
laden qualitative research), but some scholarseatigat this is not possible because researchers
are humans and cannot be neutral or value fremyirtiacumstance (Stanfield: 2006).

1.10.2. Weaknesses of Quantitative Research

The statistical aspects of a quantitative report loa technical and difficult to distinguish for
average readers of educational journals. However giteatest weakness of the quantitative
approach is that it decontextualizes human behawioa way that removes the event from its
real world setting and ignores the effects of \a&a that have not been included in the model. It
also lacks a depth and richness of data that septevith qualitative research. Because there are
SO many participants using quantitative methods, itnpossible to know the details about each
and every one.(Anderson and Taylor:2009).

1.10.3 Strengths of Qualitative Research

Qualitative methods tend to be rich in narrativel aescription, and instead of providing an

outcome they tend to discuss the process. Conti@ryhe goals of qualitative inquiry,
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guantitative inquiry does not attempt to first ursiend the contexts in which the humans being
studied are interacting.

While quantitative data can describe data numdyidalcannot and does not go one step further,
as qualitative inquiry does, and first make serfseitat is being observed, then understand it,
and lastly discover the meaning through detaileglaations that do not exist in quantitative
studies (Filstead:1979).

According to Johnson and Onwuegbuzie (2004), catalé inquiry’s strengths include that: it is
useful for describing complex phenomena; it is Ugueollected in naturalistic settings; it is
responsive to local conditions and the needs ddatstudied and those who are informed by the
study; the words of the participants lend to furtsteidies into how and why phenomena occur; it
allows for the study of dynamic processes.

1.10.4 Weaknesses of Qualitative Research

A weakness of qualitative inquiry, from a quantitatperspective, is that its context-rich, value-
laden, narrative-filled reports contain too muchfffland not enough hard evidence. Further,
since the researcher is actively involved in thelgtand is likely passionate about either who is
being studied or the context of the study that ipassan be, and is, a form of bias and can
perhaps lead to an inability to see other explanatfor what is taking place (Krantz:1995).

Since qualitative inquiry, by nature, is much méweused on a small population or case, it is
criticized for its inability to include a broadeange of information in its analyses; it is also
negatively noted that qualitative researchers meggress personal opinion more than report
accurate findings from the study and choose to dlecBve in what they report as results
(Tashakkori and Teddlie: 1998).Due to its narraigpect, errors can and do occur in all stages
of qualitative research. For example, languadgkdagoot of qualitative research; because of that,

meaning is incredibly important.

That importance is significant because a certaimter phrase might mean one thing to one
participant in a study but mean another thing totlaer participant, and it also might mean
something entirely different to the researcher (Gahll and Borg, 2003).In view of the above
mixed methods are likely to have the least amotimteaknesses; this is due to the fact that mixed
methods research is not limited by ‘epistemologiealological and ontological assumptions that

restrain mono-method research’.
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Owing to the flexibility to select paradigms that the research question, mixed methods
essentially give researchers the best of both wpHdt with that freedom comes a great deal of
constraints for the researcher, in terms of ch@pmethods to fit the question, as well as financial
and time concerns. Quantitative and qualitative ho@tlogies have their own biases and
limitations as separate entities, but when two washare chosen distinctly because their biases
and limitations cancel each other out, the resultiangulation as well as a much more solid study
than if just one method was used. (Greene: 1989).
Mixed methods research is flexible in that words ba used to add meaning to the quantitative
data and numbers can be used to inform or supplkethenwords; the researcher can explore a
broad range of questions because he or she isestined by their research methodology’s
individual paradigm; finally, it provides strongeoncluding evidence through convergence and
corroboration of the research findings (Johnson@nauegbuzie: 2004).
From the foregoing, the study was successful adynaththe respondents answered the questions
and gave the required details that are gender, bmgeket, level of education, job group
respondents gave their personal details excepwvameo did not respond on their net monthly
salary . On implementation of Reforms majority e§pondents gave their views on package of
retiring, service, length, information about em@ey retrenchment, their preparedness and if the
employees had dependants.Majority of respondests gdve their responses on how they were
prepared on retrenchment; if they underwent trginiithe training was beneficial, in which ways
did it benefit them and if it also improved theiwrdlihood. Majority of the interviewees also gave
their responses on how they meet their financiéibations, what they earn now as compared to
when they were in the public service, how chang@dome has impacted on their life, if they are
able to meet their obligation and if the retiremgatkage was sufficient.
Table 1.1: Statistics

how do you Do you earn How change Are you | Was the
meet your| more or lessin income retirement/retrenchment
financial compared tq impacted on package
obligations when in| your life
service
Valid 13 13 14 13 12
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Missing | 1 1 0 1 2

1.11 Definition of Concepts

Conditionalities for the purpose of this study means conditionachted to funds disbursed by
international finance institutioris.

Foreign aidis “money or other aid made available to third M d8tates in order to help them
speed up economic development or simply meet hasiwmnitarian needs?®

Public policyis a “broad government statement which outlines hgovernment intends to deal
with specific social issues or achieve a develogrgeal.”®

Governanceis the “establishment ofpolicies, and continuousnitoosing of their proper
implementation, by the members of the governingybofl an organization. It includes the
mechanismsrequired to balance the powers of thebmesr{with the associatedaccountability),

and their primaryduty of enhancing the prosperitgt giability of the organization™’

44 Harrigan and John Toyé&id and Power: The World Bank and Policy Based lsmnd
(London: Routledge, 1991)
45].S. Goldsteirinternational RelationgWashington DC: Longman, 2001) p. 614
46 N. Ng'ethe and W. Owino (eddjrom Sessional Paper no. 10 to Structural Adjustmen
Towards Indigenizing the Policy

Debate(Nairobi: The Regal Press, 1995)

47 http://www.businessdictionary.com/definition/govance.html
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1.12 Chapter Outline

Chapter One: Background to the Study.This chapter provides an insight into the structfre
the dissertation. It lays the background in whibk tntroduction, statement of the problem,
objectives, Public Policy, hypotheses, justificatiditerature review, theoretical framework,
research methodology and chapter outline are discus

ChapterTwo: Debates on Foreign Aid in Africa.This chapter looks at the debates on public
sector reforms in Africa; aid and governance; aal peculiarities of African economies. It also
explores the various reasons behind slow econoroigtg in the continent

Chapter Three: An Analysis of Evolution, Sources ad Conditionalities of Aid in Kenya.
This chapter identifies the evolution of foreignd an Kenya, sources of aid in Kenya,
conditionalities and aid inflow in Kenya and cat&dges.

Chapter Four: A Critical Analysis of the Impact of Foreign Aid Conditionalities on Public
Policy. This chapter focuses on the impacts of foreigncaittitionalities on public policy, main
types of conditionalities imposed by foreign aidstitutions, donors and ownership, donors
domination of policy-making, donors and the fragtaéon of the planning process, advantages
of having foreign aid conditionalities, and donarsfe in respecting and supporting ownership,
foreign aid conditionalities impact on the CSRP®nifan government efforts to formulate
alternative indigenous policies and the role afikhianks in the policy making process

Chapter Five: Conclusions and Recommendations

Following the findings in the previous chapterstbhapter offers a conclusion. After assessing

these findings, it also proffers recommendations.

CHAPTER TWO
DEBATES ON FOREIGN AID IN AFRICA

2.1 Introduction

The end of the cold war period signified a majaragégm shift by donors, particularly the
Bretton Wood institutions in which aid “turned dotbe more policy oriented and selective to

policy performance because of international committs and academic insight&isbursement
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of aid to the Third World, and specifically to Ade was delivered as a package with prescribed
conditionalities that included public sector refetmgood governance, transparency and
accountability, and zero-tolerance to corruption.
Although these conditionalities are given differtaitels, they are all in essence, inter-linked and
encompassed under the general banner of good gmearand democracy. The presupposition
of the inter-linkages of these debates is that doeapect the recipient countries to reform their
Public Sectors and develop human resource in eodgour economic growth. The Public sector
is regarded as the catalyst that propels a cownagbnomic growth. However, for purposes of
this study | have structured the debates into tbadegories as follows:

* Public Sector Reforms in Africa

* Aid and Governance in Africa

* Real Peculiarities of African Economies;
This chapter positions the study in these on-galefgates with particular emphasis on public

sector reforms.

2.2 Public sector reforms in Africa

The current drive to improve management in govemimdhrough public service reform
programs in order to increase efficiency, effectie®s, and the delivery of quality service to the
public is common to many African countries, inchgliKenya. The public sector has for long
enjoyed a pride of place, particularly since thestpodustrial revolution era. Public
administration moved away from being mere watchnerpeing the engine of the society and
become the major provider of various servicesuidiclg regulatory and distributive ones.
Generally, all societies have some forms of pusditvice provisions for reasons of economics,
risk, and moral responsibility. Governments, in snagrarts of the world, are structurally and

constitutionally tied to the civil service, irrespige of the system of government.

1Audrey MenardDo natural resources condition the aid=governanetationship? Evidence
from Africa: September 28, 2012 p.5
2 A.A. Olagboye,Inside the Nigerian Civil Serviggbadan: Daily Graphics Ltd., 2005) p. 1
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2.2.1 Understanding Public Sector Reforms in Africa

Most African countries attained their independelngehe end of 1950s and 1960s. Since
their independence, the public sector was regaaddte pivot that will promote socio-economic
development and the main provider of goods andics\to citizens based on the notion that
“realization and representation of public interestsl its possession of unique public qualities
compared to business managemérithis led to the conceptualization of Public Se&eforms
(PSR) in the continent. While there are differeietms and definitions of PSR, many researchers
view it as the attempt by governments to changeswadydoing things. That is why Schacter
defines PSR as a means of ‘strengthening the waytblic sector is managetOn the other
hand, Omoyefa asserts that PSR is the total ovinlgaaf government administrative machinery
with the aim of injecting real effectiveness, atincy, hard-core competence and financial
prudence into the running of the public sector.

In this regard, the PSR is based on the presupmosibat things are not properly
managed in the public sector and that unnecessasyage has crept into the ways the public
sector is being run. In real sense however, thaghtmot have been the only reasons for the
apparent dysfunction of the public service. Othastdrs cited for the inability of the public
sector to function effectively are the “accumulatiof excessive power, lack of accountability
and representation, indifference towards publicdeseand demands, official secrecy and
inaccessibility, and role in depoliticizing the pictsphere™ In addition, blame is placed on the
economic crises of the late 1970s and 1980s thanpied governments to introduce new

approaches to public sector management.
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These approaches were drawn from the successfuintertational experiences of introducing
market -friendly-economies into the public sectdhese market-like mechanisms have led
scholars and practitioners to use a new term torid@sgovernments’ role to what they have
referred to as the “redefinition of the role of #tate or public sectof’Nevertheless, the overall
goal of implementing PSR is excellence in perforogaim public sector management. This
rebranding of the public sector is targeted to nthet demands of a rapidly improving and
changing global socio-political environment.

2.2.2. Why PSR in Africa?

It is imperative for us to know how PSR enters ¢fozernance of African countries.
According to Mhone, the call for comprehensive prbkctor reform was first articulated in the
World Bank’s 1981 report entitleficcelerated Development in Sub-Saharan Af(adao known
as the Berg Reporf)The focus of the Berg Report is economic growtd development in
Africa. The report noted that African economies evevitnessing retrogression rather than
accelerated growth, and then identified four problareas that were obstacles to economic

growth in Africa.

3 A.A. Olagboye,Inside the Nigerian Civil Servig¢badan: Daily Graphics Ltd., 2005) p. 1
4 M.SchacterCapacity Building: A New Way of Doing Business Bavelopment Assistance
OrganizationgOttawa: Institute on Governance, 2000) p. 17
5 P.S.Omoyefalhe Politics of Public Sector Reforms in Afficesotho: National University of
Lesotho, 2008) p. 26
6 M.S. Haque, The Diminishing Publicness of Public Service undlee Current Mode of
Governancebp. cit. p. 67
7 S.K. ComminsAfrica’s Development Challenges and the World Batérd Questions, Costly
Choiceg(Boulder,

CO: Lynne Rienner, 1988) p. 93
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The first problem area concerned poor macroeconamacagement in the form of
persistent fiscal deficits, negative interest rafgsce inflation and controlled exchange rates.
The second concerned an over-extended public sectwhich ubiquitous parastatals (such as
marketing boards, nationalized import substitutiodustries and so on) were seen to be
inefficient entities that squandered resources|endidso distorting prices insofar as they had the
mandate to control and regulate certain markets asestrategic by governments. The third set
of problems related to management of the trademegwhich was seen to militate against free
trade internationally through high rates of pratactand exchange rates that overvalued local
currencies. A fourth set of problems concernedféloe that many governments that claimed to
be socialist were spending too much money on pubécvice itself as a guarantor of
employment, on social services and other consumyétated expenditures, which were seen as
unsuitable in the long term, especially when thespects of the growth were dim in the global
environment at the time.

The reason for itemizing these factors militatiggiast African economic growth, which
PSR is intended to tackle, is to show clearly that main philosophy behind current PSR in
Africa is the vested economic interest of the iméional donor agencies, and especially the
World Bank. We can see that PSR was not designedctde malfunctioning of the public
sector; it was not meant to evolve a blueprint thoe infrastructural development of African
states; and neither was it meant to develop theaxddnt human resources of the continent.
Rather, it was an accidental policy derived by\Werld Bank and UNDP to protect their loans
and the credit facilities granted to African cousdr

In fact, Polidano and Hulme contend that the ovass®d donor agencies provide much

of the funding for reform initiatives, particulariy Africa.

8 G.Mhone, The Challenges of Governance, Public Sector Refamch Public Administration in
Africa’, Paper presented at workshop on Building an Afric@overnance and Public
Administration Support and Research Agenttzhannesburg,

17" February 2003 p. 12

91bid., p.13
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This power of the purse, plus some quite defird&as regarding what sort of reforms are
desirable, has led donor agencies to take cerdge sh the selection and definition of reform
projects?®Mukandala argues that in essence, the internatidobr agencies induced African
countries to embark on PSR because they would ensfoican countries to generate enough
funds to service the debts they owed to internatifinancial institutions. The government was
meant to earn more money through the commerciaizatf state agencies, parastatals and
enterprises. Mukandala argues that this money wameant to provide infrastructural facilities
for the citizen, but to make government financidilyoyant enough to continue servicing debts
and credit facilities from the World Bank and IMfang others?

Concurring with Mukandala, Olowu insists that theséorms have not been very
successful because of faulty diagnosis and progndsiey have failed to tackle the major
problems confronting African civil servicé8vith the help of PSR, many state-owned
enterprises, corporations and companies were @Eeain the interests of core investors. The
core investors require huge finance to buy up thdrolling shares of the privatized companies.
The international financial institutions are awafehis fact, which would shut out local players
with little financial capability. At the end of thday, multinational companies with their
headquarters in Europe and America could buy ugpetipoivatized companies.

Even when few Africans have the financial capahilemphasis would be shifted to
technical expertise, which would give foreign comipa an edge over the indigenous
companies. In this regard, PSR worked to empowsigo nationals and to help multinational
companies have total control of all the sector&focan economy.

PSR is another subtle way for the developed castio make incursions into African
armed forces and national security for their sklfsonomic ends. In the name of reform, the
developed countries suggest the need for professsom in the armed forces of African
countries. They offer appropriate technical ass#aby bringing their officers to train local
officers. In the process, they learn the strengith weaknesses of African armed forces, while
also condemning these forces’ current military ek as outmoded and urging replacements
to be supplied by the so-called developed countBgsthis means, they establish ready-made

markets for their manufactured arms and ammundiwh promote their own economic interest.
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Moreover, through PSR, wholly supervised by thenmational financial institutions and
their collaborators, the concept of downsizing aightsizing is incorporated into the civil
service. Through the exercise the best brainsarctimtinent are identified and poached away to
Europe and America to help develop their own ecaasrat the expense of African economies.

That is why it is so difficult to stem the trendtbg brain drain now pillaging African countries.

In summary, Public service reforms, which have mafiace in Africa during the last two
decades, are part of a global phenomenon thatouatied all parts of the world — developed,
developing, and countries in transition. Mutahaha Kiragu posit that while the African leaders
innocently and ignorantly accepted the externaiiyuced programs of reforming their public
sector institutions as a way of bettering the ligEtheir citizens, the developed countries that ar
propellers of donor agencies are interested inolenizing African countries through the back
donors. It is a subtle way of neo-colonialism andsequent perpetual slavery without realizing
it.13

On the other hand, the World Bank and the Inteonali Monetary Fund among others
emphasize that PSR was initiated against the baagkgdrthat governments required a departure
from the traditional methods of administration d@he urgent need for a renewed public sector to
propel government in its quest for sustainable cseconomic, political and technological
development. So, there was need for structuralngireering of the public sector with the
infusion of new values of professionalism, accobitits, responsiveness and a focused sense of

mission for maximum efficiency in the economy.

10 C. Polidano and D. HulmBublic Management Reform in Developing Countrissues and
Outcomes’Public

Management999, Vol. 1 Issue No. 1 pp. 121-32
11 R.MukandalaAfrican Public Administration: A ReadéHarare: AAPS Books, 2000) p. 25
12 B.Olowu, Redesigning African Civil Service Reforrf@ambridge: Cambridge University
Press: 1999) p. 10
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Based on the above, the main objectives of PSRded achieving better delivery of the
basic public services that affect living standaofighe poor, creating a climate conducive to
private sector development and making the statgogernment institutional apparatus market
friendly, lean, managerial, decentralized and “cosdr” friendly, in the hope that it would better
meet its societal objectives of good governancevels** The World Bank however notes that
stronger incentives for performance need to barpptace to improve macro-economic stability
as well as efficiency. From the above, we see B&R aims at institutional restructuring of the
public sector, with the application of principlebtainable in the private sector as a basis for
enhancing the efficiency and effectiveness of mukdictor institutions.

Arising from this wrong notion of how the publiccser should be run and managed is
that government, which ought to be in service ®ghople, is now being seen as a profit-making
institution to be driven by market forces. Thomas@borates this view when he says that only
government institutions ‘associated with higherome growth’ are regarded as efficient and
effective. In essence, PSR in Africa is carried with the mind set of seeing government as a
profit-making enterprise rather than in servicette people. In fact, that is why we see African
leaders talking about a bloated civil service, Wwhmeeds to be downsized, and the uncontrollable

craze to privatize and commercialize all governnesrierprises®

13 G.Mutahaba and K.Kiragul.essons of International and African Perspective Bublic
Service Reform: Examples from Five African Coustrigfrican Development2002 Vol.27
Issue no. 3&4 pp. 48-75

14 World Bank,Governance and Developmédltashington DC: World Bank, 1992) p. 109
15 V. ThomasThe Quality of GrowtlfNew York: Oxford University Press, 2000) p. 136
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2.3 Aid and Governance

High levels of aid have the potential to improvevgmance, but they can also work against
governance improvements. On the positive side, hegkls of aid channelled to governments
with clear development agendas can be used to iraptbe quality of the civil service,
strengthen policy and planning capacity, and efstalstrong central institutiorts.

In their papefForeign Aid, External Debt and Governan€@ayyum, Musleh and Haider explore
the inter-linkages among foreign aid, external dejaivernance and economic growth in a
unified framework. The three suggest that “improeets in the quality of governance will
stimulate the output and consumption rapidIy.”.”.

They distinguish the difference between foreign and external debt and argue that, “Foreign
aid has positive impact in economic growth andsiplaying constructive role in spurring the
economic activity of an economy. External debt Aasegative impact on economic growth and
it's a burden that puts an economy into troubfe.”

According to them, good governance is crucial itedaining the ‘destination of a country’
because poor governance is a major hindrance tela@ag countries towards achieving
economic reform and development. On the basis eir thtudy, the three recommend that
developing countries should finance budget throioghign aid and not depend on the external
debt as it affects the economic activities advgrsehey emphasise that a government will have
good economic growth if it focuses on the instdgoal quality and effectively utilises foreign
aid.

In his paper, Do natural resources condition the aid-governanetationship? Evidence from
Africa’, Menard shifts the debate on aid and governance fndetheraid improves governance
to whyaid does (not) improve governance’. He argues thatrder to determine whether foreign
aid affects the quality of governance in a recipieountry, there is a need to “differentiate
between bilateral and multilateral donors and itigage the effect of aid conditionality on
natural resources”

Menard maintains that multilateral aid is much meféective at improving governance in
recipient countries that are not major oil prodscefccording to him aid allocation is
determined by the type of donors disbursing aid eeghrds both oil and aid resources as

transfers to government.
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He concedes that relationship(s) between aid amgrgance can be influenced by domestic
conditions such as size and the type of naturaduregs, and expounds that resource-rich

countries may manage foreign aid inflows just @®uece rents are managed.

16 D. A. Brautigam: Stephen Knaéloreign Aid, Institutions, and Governance in Sulx8an
Africa: Economic

Development and Cultural Changnuary 2004.p.260
17 Unbreen Qayyum, Din Musleh Ud and Adnan Haid@rteign Aid, External Debt and
GovernancePakistan Institute of
development Economics, Islamabad, Pakistan, Mopd®alicy Department, State Bank of
Pakistan, Karachi, 25July

2012 p. 1
181bid p.17
191bid p.24

In his findings, Menard notes that ‘Both bilateaald multilateral aid effects are conditioned by
dependence on natural resources’, and ‘both oilaathdesources are transfers of governments’.
He suggests that a ‘big push’ strategy could beymd by Foreign donors, ‘concentrating large
resources allocated by multilateral agencies inodieable environment namely in oil-poor
countries’ that will enhance governance hence ‘gEreexternalities across Africa’ to reduce
poverty.

He concludes: Evaluating what exactly makes mudtild aid work better than bilateral aid,
would inform about complementary policies that vbehhance the multilateral aid effects on
governance in recipient countries.

However, Kangoye approaches the debate from atigalieconomy prospect’ angle, of the
uncertainty of foreign aid and its effects on gowaerce. He investigates the effect of aid
unpredictability on rent-seeking behaviours in @&dipient countries and how it “can potentially
increase corruption in recipient countries throurgtentives from political leaders that are risk
averse, “who engage in rent-seeking activitfes”.

Kangoye argues that aid unpredictability renderse@pient country’s “fiscal planning and

implementation of development agenda extremelyadiff, since aid commitments have shorter
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terms than governments’ development planniifdience, there is no ownership of development
programmes by recipient countries simply becausg ‘trely on uncertain funds”.

2.4 Real peculiarities of African economies

Collier and Gunning suggest that “while the bindeunstraint upon Africa’s growth may have
been externally oriented policies in the past, ¢hpslicies have now been softened. Today, the
chief problem is those policies which are ostensildmestically-oriented, notably poor delivery
of public services®

In their view, there is a need to intensify poligform effort because domestically-oriented
problems are ‘much difficult’ to address than exu rate and trade policies. They further
attribute Africa’s problems to demographic and gapgic characteristics. They believe public
policies could have reinforced Africa’s comparatag@vantage in natural resource exports thus
rendering manufacturing uncompetitive relativegsaurce extraction. The prevalence of natural
resources may bring forth a variety of other polayors; as well...it may worsen policy by
turning politics into contest for rents or, througiowding out manufactured exports, prevent the

emergence of potentially the most potent lobbyofaenness.

20 A. MenardDo natural resources condition the aid-governanetationship? Evidence from
Africa: September 2012 p.24
21 T. Kangoye, Does Aid Unpredictability Weaken Governance? Newddhce from
Developing Countries, Working Paper Series No. ¥drican Development Bank, Tunis,
Tunisia: (2011), p.4.
22 1bid p.5
23 P. Collier and J. W. GunningVhy Africa Has Grown Slowly”Journal of Economic
Perspectives Vol. 13, No. 3:(1999)

p.20
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Collier and Gunning maintain that apart from fixeffiects such as geography, policies are also
impacted upon by experience hence: societies waste experienced high levels of economic
risk may place higher priority on income-sharinggagements such as expanded opportunities
of public employment, rather than focusing on inecgeneratiofi*

They advocate for Africa to come up with “exampbésuccess’ that will serve as a benchmark
to the rest of the African states so that “the scfp societal learning across the continent will
make it unlikely that Africa is “destined” to poguolicies by its geography: although its
geographic characteristics may have given it somakwendencies towards poor policies in the
initial post-independence period.

However Mwendwa differs with them and questions ¢bacept of “success story”. He uses
Uganda as an example, which in the 1990’s sigmflgamplemented economic reforms and
was thus hailed as “an economic success story™lthatight the country debt relief and increase
in foreign aid.” He argues this foreign aid whicbcaunted for “50 per cent of the Uganda
government’s budget,” was actually “unearned ree¢hthat permitted “the government to
avoid accountability to Uganda citizefisHe states that Uganda’s debt from independence in
1962 up to 1998 stood at US $ 3.2 billion but fixears after the HIPC debt relief of US $ 2
billion, the debt rose to US $ 4.9 billion. Mwendpaints out that “over 90 percent of Uganda’s
debt was incurred during the implementation of WoBank and IMF sponsored economic
reform policies of stabilization and structuralestiment, beginning 1982 yet despite all this,
Uganda was still unable to repay her debts.

Sachs and Warner on the other hand, suggest thiabpéhe explanation for Africa’s slow
growth lies with natural factors such as limitedess to the sea, natural resource abundance, and

tropical climate.
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However at the same time they observe that, “...chasonomic policies such as openness to
international trade, government saving and markppsrting institutions have had an even
larger quantitative impact on economic growth rdtesd conclude that “differences in life
expectancy and demographic factors help accounifieca’s slow growth compared to other
developing countries”” They concede that African countries that adopteibis® pro-growth

economic reforms registered formidable growth rates

However Sachs and Warner are pessimistic that téggplicy changes, “African economies will
continue to suffer from at least three structum@hditions: land lockedness for fewer than 14
economies (representing around one third of thec&fr population); a high natural-resource
dependence,.....and lower life expectancy, probaibket to the very difficult geographical
conditions in tropical Africa®® They recommend the international community shoirdrfce
infrastructure in landlocked countries to enabli¢ent, low-cost transport to coastal port

facilities” and also mediate in political conflidisat impede market access in these countries.

24 P. Collier and J. W. GunningVhy Africa Has Grown Slowly”Journal of Economic
Perspectives Vol. 13, No. 3:(1999)

p.16
25 A. Mwendwa,Foreign Aid and the Weakening of Democratic Accalifity in Uganda.
Foreign Policy Briefing No. 88,

CATO Institute: 12 July 2006 p. 5
26 1bid p.5
27 J. D. Sachs and A. M. Warn&ources of Slow Growth in African Economie3durnal of
African Economies Vol. 6,

Number 3:(1997) p.26
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They further advise the continent to benchmark wsticcessful resource-rich developing
countries such as Chile and Malaysia “to identte tbest strategies for managing resource
wealth while spurring the growth of non-traditiomiports....the health deficit in tropical Africa
needs to be addressed through a combination ofneatlasocial policies......... as well as
increased scientific efforts to control or eradicatajor tropical diseases such as mafdria.

A year later Sachs teamed up with Bloom to callemonomists and donors to focus their
attention more on the roles played by peculiarisesh as geography and demography, in
Africa’s economic growth problems, with a view oéwuising effective strategies that will
alleviate ‘human misery’ that perpetually haunts tontinent. They prescribed a paradigm shift
for Africa’s economic development which stipulatdte need for serious “commitment to
policies and institutions that promote manufactueggorts’. They believe it was this strategy
that propelled the East and South Asia countrieedonomic growth. According to them
International competitiveness in manufactures megua set of effective institutions...linking the
domestic economy with world markets. These havebeen fostered adequately by the World
Bank and IMF programs of recent years: more difecus on export diversification and
manufacturing sector competitiveness is neédétlitua concurs with Collier and Gunning on
‘destiny’ as one of the peculiarities afflicting idan economies. He maintains that Africa’s
woes of slow growth should not be the only readtnibated to marginalisation of the continent
in the world economy. Other factors such as “trabigeography, demography, and public
health,” have also played a considerable role iatinf the problem, which have hampered
economic growth in countries like Kenya. He recomdsethat in order for Kenya and other
countries to move forward, “there is need for macdlalysis of all aspects such as demography,

agronomy, ecology, geography and economits.”

28 J. D. Sachs and A. M. Warrf&ources of Slow Growth in African Economieljurnal of African Economies Vol. 6,
Number 3:(1997) p.27

29J. D. Sachs and A. M. Warner “Sources of Sloww@nan African Economies” Journal of African Econias Vol. 6,
Number 3: (1997) p.28

30 D.E. Bloom and J.D. Sactseography, Demography, and Economic Growth in &fi. Brookings Papers on
Economic Activity, Vol. 1998, NO. 2 p.272

31 P.Mutua The role of real peculiarities of Afmcaconomies in the design and implementation oftgeom policies and

long term development initiatives- A case studiKefiya: (June 2012) p.2
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Some of the peculiarities that impacted on Kenyaeweonstraining factors’ that negatively
affected the country’s economic growth and develepinresulting in high inflation rates. A
glaring example that heavily affected Kenya's ecogois the post-election violence. The
aftermath of 2007 general elections “watered ddwengains of ERS which yielded an economic
growth of 7% and an increase in real per capi@naual average rate of 3%, decline in poverty
levels from 56.8% to 46% in 2006. As a result,east of the economy growing at the projected
7% in 2008, it only grew by 2.3%<

2.5 Overview of the Chapter

The UN publication, World Public Sector Report: Bdéization of Public Sector Reform, 2005

indicates that past approaches and strategiedaase of the public service in Africa have a
rather dogmatic and technocratic approach whidedatio take account of the complexities of
particular national circumstances and over-emphkdsine facet of reform (for example, cutback
management) over all others. PSR in Africa cowmadmgly pressed for “one best way”

solutions which earned it the description: “onesdirs-all”. What are needed are customized
approaches to meet the diverse needs of individoahtries. In fact, as rightly pointed out, an
overly technocratic or purely economic growth apgfo to institutional development divorces
the institutional strategy from the socio-econosti@tegy and political environment which it is

meant to serve.

The donor community cannot remain oblivious to fiet that conditionality tends to undermine
a country’s ownership of reforms rather than pramatOwnership cannot be imposed through
financial leverage and conditionality. Ownershiglwemain elusive until and unless there is a
widespread acceptance of policies and political amiong the country’s political leadership and
people at largé®

Moreover, when a huge amount of aid is channeleal tecipient country, the expected impact
can go either way. If disbursed to “governmentshwalear agendas” then it “can be used to
improve the quality of the civil service, strengthgolicy and planning capacity, and establish

strong central institutions*
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Unfortunately, the donor community, particularlyetBretton wood institutions, has a narrow
approach towards governance. They tend to focuse noor governance in the context of
government institutions and structures insteadidéning their scope to include both state and

non-state actors. Recipient countries with ‘goodvegpnance’ seem to get aid easily in

comparison to those with ‘bad governance’ who Emed with harsh conditionalities.

Aid can also hamper good governance by weakeniagséime institutions “through the high

transaction costs that accompany aid, the fragrientthat multiple donor projects and agendas
promote, problems of “poaching”, obstruction of ogpnities to learn, and impact of aid on the
budget process.”

Failure for a country to achieve economic growthhavever caused by a myriad of other
problems and cannot be confined to weakened itistitst Kenya, just like many other sub-

Sahara African countries, has had a number of [@eitids that have been a hindrance in the
design and implementation of short term economiticiegs and long term development

initiatives. In the analysis of Collier and Gunnif$999), the reasons behind slow African
growth, is grouped as policy and exogenous desimyne hand, and domestic and external
factors on the other. Kenya is neither exceptiamahis categorisation and a similar criteria is
used in identifying these peculiarities to asséssrole they had in the country’s development

path since she gained independence.

32 Office of the Prime Minister, Government of Kenyzraft Public Sector Reform Strategiyairobi: 2012) p.6

33 K. SinghPublic InteresiResearch Group (India): (January 2003) p. 17

34 D.A. Brautigam: Stephen Knack-Foreign Aid, Indiitas, and Governance in Sub-Saharan Africa: Ecém@revelopment
and Cultural Change: (January 2004) .p 260

40



It is therefore possible for one to conclude thashof the strategies pursued by African states to
reform the public service have not been able tdeaehtheir desired outcomes because of
political, historical, economic, institutional, ¢utal and other environmental constraints. The
characterization of the 1980s as the “lost decadeé’of the 1990s as a “mixed bag at best” gives
the measure of the distance between expectatiamhewtnomes of reform efforts in Africa.

While on one hand, multilateral institutions suchtlde World Bank are interested in designing
strategies or conditionalities to restructure Adriceconomies and political systems in the image
of the northern industrialized democracies, otlseich as the African Development Bank (ADB)
are interested in “home-grown” African solutions strategies. The next chapter evaluates the
foreign aid inflow into Kenya between 1990 and 2®dghlighting the highs and lows of the
country in receiving and appropriating aid. Aid ddionalities and how the country heeded to
them will also be reviewed. The analysis here wgihtre on economic conditionalities, political
conditionalities, good governance-related aid floared criticisms of the conditionalities.
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CHAPTER THREE

AN ANALYSIS OF EVOLUTION, SOURCES AND CONDITIONALIT IES OF AID IN
KENYA

3.1 Introduction

This section of the study presents and analysekisiary of aid flows to Kenya over the
period 1990-2012. Development aid comprises theseurces provided by donors to recipients,
which fits the definition given by the DevelopmeAssistance Committee (DAC) of the
Organization for Economic Cooperation and Developm@®ECD). It comprises both direct
financial aid and technical cooperation or techinassistance (TA). The latter consists largely of
grants to nationals of aid-receiving countries éducation or training, often conducted outside
the national’'s country, and the cost of consultaatlvisers, administrators, teachers, and so on,
hired to work in the aid-recipient country, as wadlequipment furnished to facilitate the transfer
of skills, technology and experient&he major aim of this chapter is to evaluate histdly the
aid flows into the country, the sources of aid #mlsectors into which these flows are received.
This chapter evaluates the foreign aid inflow iKenya between 1990 and 2012 highlighting the
highs and lows of the country in receiving and appiating aid. Aid conditionalities and how
the country heeded to them will also be reviewed.

3.2 Evolution of Foreign Aid in Kenya

This section attempts to analyse the history offtv of donor aid into Kenya since
1990 up to 2012. During the early post-independgreréod, Kenya was well favoured by the
donor community. The country followed a capitalighen market approach during years when
the governments of most other sub-Saharan Africamtries were bringing much of industry
under state control and otherwise heavily intemgrin their economies. Although corruption
was always present, it initially seemed that thaswess prevalent than in many other states in
the sub-continent. Kenya’s political and econonmteiiests were clearly allied with the West,

and OECD countries — most notably the UK, as thenés colonial power — were keen to

%0rganization of Economic Cooperation and Development (OECD), Managing Aid: Practices of DAC Member Countries
(Paris: OECD, 2005) p. 2
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maintain this allegiance (Mwega: 2009). By consegee total aid to Kenya rose steadily in

nominal terms from Independence until around 1980yhich year more than $1 billion was

provided in development aid (Table 3.1). The wisaetion will keep referring to the table for in

depth analysis of the trends depicted by aid floiw Kenya.

Table 3.1: ODA to Kenya (1966-2012)
Source: DAC of OECD: Kenya-Net Official Development Assistance and official aid received
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There are obvious reasons why Kenya has receivddalarge inflow of aid over many
years from such a wide range of aid partners. Tiragoy motivations for providing aid are
developmental (to promote economic growth and pgvaidleviation in poor countries),
commercial (to cement commercial and financial trehs with the aid recipient—opening
markets, assuring opportunities for investors, @mbrs and suppliers from the aid-giving
country) and political (to maintain the allegiarafegovernments that are politically aligned with
the aid-giver—a particularly prominent feature if elationships during the “Cold War” er.)
Kenya, since her independence in 1963, was a lbgaradidate to receive aid for all of the
above reasons. First, the government’s manageniettheo economy was prudent and the
economic track record was relatively good, at leasbugh the 1970s, and, despite a mixed
record on economic policy reform and macroeconooutcomes in the 1980s, still relatively
better than most of SSA. Kenya was for many yearslatively attractive locale for foreign
investment, at least within the SSA context, esglgcfor consumer goods industries targeted at
the East African market—oprior to the collapse & tast African Community (EAC) in 1997.
And throughout the years of the Cold War, Kenyaststently aligned itself with the West both
economically and politically. However, the end adetCold War in 1989, which essentially
eliminated the geopolitical motivation for aid, soided with a weakening of economic reform
efforts and deterioration in economic performamc&énya in 1989-93’

The symbolic end of the Cold War in 1989 with ta# 6f the Berlin Wall was followed
by abrupt change of regimes in a number of formam@unist countries. For the most part the
Cold War had kept the focus of Western donors gepesrting allies and undermining leftist
regimes in Africa. Kenya was seen as a stable cpumta turbulent region where Uganda and
Sudan had experienced civil wars, and Somalia ahtbiia (at different times) had received
military aid from the Soviet Union. Kenya was a {pnarket capitalist state. After the Cold War
the West began applying a somewhat tougher stanttarthe behaviour of former non-

Communist authoritarian regimes in terms of hunights and democratizatiof.

%Maizels Alfred and NissankeMachiko, ‘Motivations for Aid to Developing Countries’ World Development Vol. 12, No.2,
1984, pp. 879-900:893

%"Hazlewood Arthur, ‘Foreign Aid and Economic Development in Kenya’ in Lele Uma and ljazNabi, (eds), Transitions in
Development: The Role of Aid and Commercial Flows (San Francisco: ICS Press, 1991) pp. 16-29:18

%Mosley Paul, Jane Harrigan and John Toye, Aid and Power: The World Bank and Policy Based Lending (London: Routledge,
1991) p. 15
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Through much of 1990 and 1991, the United Statagiqoularly U.S. Ambassador Smith
Hempstone, complained, sometimes publicly aboutdmnights abuses. A political officer at
the U.S. embassy suggested to one Kenyan actidstfdrmation of a unified opposition group
would be a good idea. Hempstone warned the Monregn May 1990 that future aid money
would likely be concentrated on nations supportingnan rights and democratization. And the
United States was beginning to back up his wordklilhg up funding: first $5 million in August
1990, then $25 million in November specifically gerg human rights reforms.

In the months leading up to the freeze in late 1881Inew funds, donors were often
inconsistent, sometimes increasing funding, sonegisiowing it down; some donors praising
the regime, others condemning it. It was only aftrmatic mass public protests that they finally
united, temporarily, to cut off funds. The freedeam in 1991 therefore followed a poor reform
record in relation to multi-partyism, human rigatsd political governance and it sparked a down
ward trend in external assistariédccording to the World Bank, donors conditioned a
resumption of aid to the early implementation oflitmal reform, which included greater
pluralism, the importance of the rule of law ansgpect for human rights, notably basic freedoms
of expression and assembly, and firm action to détl issues of corruptioffPresident Moi
surprised his supporters in December 1991 and apgrite return to multi-party elections just a
week after donors at a consultative meeting indHaoze new funds to Kenya pending economic
reforms*'Despite this move, aid deteriorated 883,140 in 1888 continued to dwindle for
about USD 100 million for three consecutive years.

By 1995 aid levels had picked up and yet many efdamocratization reforms that one
would expect to have accompanied a change fromeaparty system to a multiparty system,
such as freedom of speech and assembly, wersigtilificantly limited by the regime. This did
not last for long since in 1996, donors accusedyiesf backsliding on agreed reforms leading
to proliferation of more aid conditionalities. Inanl997, the International Monetary Fund (IMF)
suspended the ESAF programme due to unsatisfalcémgling of the Goldenberg scandal. The
World Bank also closed the Structural Adjustmentiliig without releasing the second tranche.

3%World Bank, Assessing Aid (New York: Oxford University Press, 1998) p. 71

“°Brown Stephen, ‘Donors’ Dilemmas in Democratization: Foreign Aid and Political Reform in Africa’ 2000PhD dissertation,
New York University

“IBrown Stephen'Authoritarian Leaders and Multiparty Elections Africa: How Foreign Donors Help to Keep Kenya’s Deln
ArapMoi in PowerThird World Quarterly 2001, 22 (5)pp725- 739:728
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In 2000, drought related emergency relief actisidecounted for an increase in donor aid from
603.75 in 1999 to 784.33 in 2009.

Moreover, the IMF imposed another freeze in 20@2emsibly for economic reasons but
with the claim that Kenya is unable to root outraption in its governance system, followed by
protracted negotiations with the Kenyans to restode In February 2003, the European Union
warned in a statement that its aid to Kenya wgsopardy and said that institutions created to
fight corruption had been impeded in their operatidn the same year, following a successful
CG meeting in which donors were pleased with Gawemt of Kenya's commitment to fight
severe corruption there were commitments to digbais with conditions such as: implementing
reforms spelled out in the ERS, completing the wewstitution, combating corruption, pursue
civil service reforms, privatisation of state owneaterprises, trade reforms, and separation of
policy formulation from regulation in the managermeffinancial institutions?

3.3 Sources of Aid into Kenya

Foreign aid represents an important source of éean most countries in sub-Saharan
Africa (SSA), where it supplements low savings,roar export earnings and thin tax bases. In
recent years the donor community has become morgent about fiscal discipline and good
policies, which has led to freezing of donor fundgovernments that do not conform with aid
conditionalities. Kenya has received heavy inflaafsaid in the past, with gross ODA inflows
rising from an annual average of around US$ 200aniin the 1970s to over US$600 million in
the 1980s and to slightly over US$1 billion in 1996** (These last two figures include a
significant amount of forgiveness of previous ODébtl) Kenya has succeeded in attracting aid
from all members of the donor community, both leitat and multilateral. While ODA flows
have diminished somewhat in recent years, at thk pethe early 1990s net aid inflows reached
almost US$40 per capita, and were equivalent to @#%DP and to approximately 45% of the
government budget. Since 1980 a significant pramorof this aid has come in the form of
balance of payments support for structural adjustmd 6% in 1980-96. While the share of
bilateral assistance provided in this form was IQvi@ the World Bank over the same period it

accounted for 43% of total lending.

“20'Brien F. S. and Terry Ryai\id and Reform in Africa (Washington: World Bank, 2001) p. 94

“WafulaMaasai et al, Official Development Assistance Flow into Kenya (Nairobi: African Centre for Economic Growth,
2006) p. 2

“‘Republic of Kenya, Economic Survey 2000(Nairobi: Central Bureau of Statistics, 2000) p. 50
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Kenya has received approximately three-fourthst®ftatal aid from bilateral donors,
with no distinct trend toward greater reliance ahex multilateral or bilateral donors. The share
of multilateral aid increased moderately in the @Q&rimarily due to the large disbursements of
World Bank adjustment lending, but the bilaterareghrose again in the 1990s with the decline
in new adjustment lending after 199 Bilateral aid has been predominantly in the form of
grants—72 per cent of the total—with the share mints actually increasing in recent years,
whereas multilateral aid has been predominanttirénform of loans—86 per cent. The principal
source of multilateral loans has been the WorldkBaroup (WB), accounting for almost 80 per
cent of total loans in the 1970-2004 period, witte tAfrican Development Bank (ADB)
accounting for 11 per cent.

While the overall shares of multilateral and bitateaid sources have not changed
markedly over time, there have been significaningea within the two categories. The World
Bank, which accounted for 20 per cent of total #ow the 1970s and 1980s, has seen its share
of total disbursements reduced to 16 per cent én1i®90s, due to the growing importance of
certain bilateral donors, the significant reductiondisbursements for balance of payments
support since the early 1990s, and a shrinkingf@artof project loans. The other principal
multilateral agencies, the ADB and the European @@sion (EC), have each contributed a
much smaller share of Kenya’'s ODA.

With respect to bilateral assistance, Kenya hasnfamy years received aid from virtually
all aid-giving nations and agencies. In additiothose already mentioned above, it has received
aid from Australia, Austria, Belgium, China, IrethnKorea, Spain, Switzerland and various
Middle Eastern governments and aid agencies. Antbegmost notable trends within the
bilateral group has been the decline in the sharhe United Kingdom, which was Kenya’'s
leading development partner in the immediate podépendence years of the 1960s and early
1970s. The nominal value of UK aid has risen onbdestly over the years, from an average of
US$37 million per annum in the 1970s to US$62 wnillper annum in the 1980s, falling back to
US$55 million per annum in the 1990s and US$ S5Tethfter. Over this same period Japan’s
annual average ODA to Kenya increased from inBagnit levels in the early 1970s to US$60

million per annum in the 1980s and to US$170 millger annum in the 1990s and dropped to

“WafulaMaasai et al, Official Development Assistance Flow into Kenya op. cit., p. 23
“®Earthscan, The Reality of Aid (London: Earthscan, 2000) p. 9
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US$ 150 million after 2008 This is not an unmixed blessing however, sincadage aid (and
the French) has a higher share of loans to gr&ftpér cent loans in the 1990s) than the rest of
Kenya's ODA. Another significant trend has been teelining share of many medium-sized
donors, including the Scandinavian countries, Canadd the Netherlands. Sweden’s aid
actually fell in nominal terms, from an average W5$25 million per year in the 1980s to
US$23.5 million per year in 1990-96. The trend vwasn more pronounced for Norway (with
which Kenya actually broke diplomatic relations idgr1990-95) whose aid disbursements fell
from US$25 million per annum in the 1980s to US3$8iBion per year in 1992-96.

3.4 Conditionalities and Aid inflow in Kenya

The aid agencies transfer resources to the Governafikenya through three different
modalities. First, they fund a large number of pct§ on a grant or loan basis. Second, they
provide general or sector-specific budgetary supporcommodity assistance in return for
Government agreements to carry out specified straichdjustment measures. Third, they place
political and economic conditionalities on the Gaweent, Conditionalities that, if not met on a
timely basis, could lead to reductions in currard &uture foreign aid allocations. This section of
the chapter presents case studies that highlight binder each of these modalities, foreign aid
was meant to affect government decisions.

Project and Program Modality In the 1991/92 fiscal year, the Government’s
Development Budget carried line items for 2,528emnts, of which 654 were funded on a grant
or loan basis by aid agenci®m effect, Government personnel, aid agency prafesss, and
the expatriate advisors of consulting firms werglementing well over 2,000 foreign aid funded
projects in 1991/92.

Structural Adjustment Modality Several important support loans listed in the
Development Budget were not project activities.Heat they were general- or sector-specific
soft loans tied to significant structural adjustmagreements, most of which were provided by
the World Bank and the IMF. In 1991/92 the Governmgas formally committed to carrying

out over 150 such agreemef"ﬁs.

“Ministry of Foreign Affairs of Japan (MOFA), Japan’s Official Development Assistance Charter, 2005 available at
http://www.mofa.go.jp/policy/oda/reform/revisionCR@df

“8Republic of Kenya, Public Investment Programme(Nairobi: Government Printer, 1991) p. 32

49Republic of Kenya, ‘The Status of Donor Conditionalities’Internal Memorandum, July 5, 1992
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These ranged from sweeping tasks, such as pritiatizaf parastatals or civil service
reform, to very specific tasks, such as keepingbildget deficit below five per cent of GDP or
introducing monthly expenditure reporting system® ithe financial operations of ministries,
agencies, and parastatals. Many of these agreemenesdesigned to force the Government to
terminate policies that were ‘holding back econogrimwth’.

For this reason, powerful members of the Presidertalition were opposed to structural
adjustment requirements that they be reformed de@&nSo strong was this resistance that by
late 1991 the aid agencies, led by the IMF andWeld Bank, had concluded that Kenya’s
record of compliance with its structural adjustmesgreements was podiThis failed
compliance led to the third modality: conditiongalit

Conditionality Modality The conditions imposed by the aid agencies weteelated to
the provision of additional funding. In a senses ik a false funding modality. There were two
types of conditions. The first simply made it cltfaat there would be a reduction of foreign aid
if structural adjustment agreements were not cdroiet on a timely basis. The second added
quite general and highly political requirementse3é conditions were introduced because they
were seen as essential to getting the Governmesetranate or reform policies that threatened
aid agency investments and held back developmaehtaonomic growth. Foremost among the
second type of conditionality were demands that@wwernment amend the constitution and
issue legislation that would allow the emergenceaolynamic multiparty political system,
support the emergence of a free press, aggresswvslyre the protection of human rights, and
address pervasive and significant high-level cdrompn Government.

All the officers interviewed were in a unanimous7.®%6) agreement that the
International Monetary Fund terms and conditionsdaountry to qualify for foreign aid have
made countries not to take lead in the processhniBiagainst good governance. It also revealed
the developing countries in a bid to sustain tpelitical and economic ambitions tend to accept

any conditionalities set.

3.5 Case Studies of Civil Service Reforms in Kenya

The three foreign aid modalities described abovamnely projects, structural adjustment

agreements, and conditionalities, are used to argdhe case studies that follow. This study is

0paul Mosley, Jane Harrigan, and John Toye, Aid and Power: The World Bank and Policy-Based Lending Analysis and Policy
Proposals (London: Routledge, 1991) p. 107
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interested in structural adjustments and Conditibes modalities which seem to influence the
policy making process.

Historically, conditionality is a strategy developnt agencies have employed in an attempt to
counter the potential for misuse of foreign aid.n@itionality is best defined as a set of
requirements, determined in the grant or loan ageed, which must be implemented prior to
further disbursement of the loan or grant.

Although the initial screening process is not sile¢ countries generally bind themselves (at
least nominally) to an agreement with the orgampatlisbursing the loan. The loan will then be
disbursed in stages, with each new disbursementamunally conditioned upon fulfilment of the
agreed-upon obligations.

Conditions are found in project and program agredmeand in structural adjustment
agreements- but these are conditions spelled wigmall “c.” The conditionalities referred to
here relate to major economic and political requiats that must be met in order for funding of
projects and programs to continue. These conditiares designed to move a reluctant
government toward reform. This is conditionalityeBed with a big “C.” The IMF has been one
of the most influential organizations to employ dwionality in its funding, because it disburses
loans, not grants. They have an incentive that dowit be present with grants - to ensure that
their shareholders are repaid. The IMF also makesclaim that by adhering to the conditions
they propose, a country will achieve greater ecang@rowth and poverty reduction.

Several justifications are given for the IMF’'s usfeconditionality in loan disbursement. These
include: (i) “inducement (encouraging governmewtsld things differently than they otherwise
would have) (ii) selectivity (ensuring that assigta is provided only to countries with a good
policy environment); (iii) paternalism (ensuringtht is used in a good policy environment); (iv)
restraint (locking governments into approved poli@form) and (v) signalling (providing
information that would be expensive for private rageto collect and interpret. These
justifications assume both that the IMF is the Ipasty to determine what steps a country should
take to achieve economic growth and that a coumiliymplement those conditions fully.

Since the early 1980s, structural adjustment han lwdosely identified with the role of the

International Financial Institutions (IFIs) in fesing policy reforms in the developing countries.

*Doug Johnson & Tristan Zajonc, ‘Can Foreign Aid Create an Incentive for Good Governance? Evidence from the Millennium
Challenge Corporation2’ Working Paper Series John F. Kennedy School of Government April 2006
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Structural adjustment in Kenya started as earlythas mid-1970s. However, SAPs did not
become an important part of economic managemeiitaftdr the publication of the Sessional
Paper No. 1 of 1986 since they were mainly invaviinkering with the economy without
changing it much. Thus up to the end of 1980 Kengaonomy continued to resemble the
command economies of such countries as Tanzartia,anplethora of chocking regulations and
controls on most markets and economic activitiedd Bdjustment measures were taken towards
the end of 1980 and involved, inter alia, decondfgbrices in the economy, removal of subsidies
and devaluation and later floating of the Kenyadl®igi.

According to Stanley Behrman there are two typesadjfistment policies; the short run or
microeconomic adjustment, which means basicallysiajg to living within your means; and
structural adjustment, which means changing thettre of our economy to enable your means
to grow more rapidly? Thus structural adjustment programmes consist sétaof economic
policies designed to generate rapid and sustainabtmomic growth with macroeconomic
stability. SAPs that evolved over the time inityafbcused on eliminating fiscal and external
imbalances and reviving growth.

The implementation of SAPs involved the followingaim subject areas: the liberalization of
prices and marketing systems; financial sectorcgofieforms; international trade regulation
reforms; government budget rationalization; diveséi and privatization of parastatals and civil
service reforms? The key ingredients of structural adjustment paogynes are based on an
economic model of private ownership, competitive rkets and an outward-oriented
development strategy. Developing free and competitinarkets and liberalizing the price
systems are necessary for allocation efficienddestable macroeconomic environment is also
essential to allow markets to operate efficientig envestors to make correct decisions based on
market signals.

Since 1980 Kenya has adopted economic reforms resigo achieve macroeconomic and
structural adjustment, as well as economic growthese programmes were initiated at the

behest of and supported by the International Mogdtand and the World Bank.

Approximately 16,000 civil servants were pruneaithree-year period. In five months in 1992,

over 3,900 employees had been pruned through hattriion (retirement) while 13,954 job

52Behrman J. and Srinivasan T.N., Handbook of Development Economics (New York: Elsevier, 1995) p. 60
3Central Bureau of Statistics 1997
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vacancies that had been budgeted for were cancelled retrenchment programme was
restricted to the civil servants, who, for lackaoformal labour union, would relatively be easier
to deal with. Although teachers were a major cobotor to the huge wage bill, they were
untouched, largely because of their strong unioanft@ National Union of Teachers) and the
fact that they formed a strong political base nmig of votes. Also, the retrenchment programme
was not extended to parastatals. In fact, soméeftdtrenchees in the civil service could find

their way to parastatals with even higher salatlesyefore defeating the purpose of the reform.

It was also found that failure to make significamves in fulfilling governance conditions led to
suspension of ESAF in August 1997. Largely drivgrihe government’s needs for new funding
from donors, and the IFIs’ pressure for a leanet efficient government, the second phase of
the civil service reforms was launched in 1998. Tdrget was to reduce the civil service by 30
per cent and a target of 32,000 staff was agreenh.uflthough there was a criterion to be

followed, this was never circulated to the civihamnts.
3.6 Phases of the Civil Service Reform Programme ikenya

3.6.1 Introduction

Kenya's public sector reform process has been glaprocess with varied degrees of scope
of application and varied levels of success. Kenyxperience demonstrates Pollit's assertion
that “public sector modernization does not procakzhg a single line, with those who are
‘further ahead’ teaching those who are behind hoWoltow by installing standard and reliable
gadgets that will fix some set of universal probé&nt

This section explores the Kenyan experience byifapkt public reform in the civil service in
three phases i.e. 1963 to 1980, 1980 to 1990 amnad 1990 to 2012.

3.6.2 Phase One: 1963 to 1980

Between independence and the late 1970s, the meairs had been Africanisation of the small
inherited colonial civil service combined with rdpiexpansion (particularly of education
services) a process aided by the former colonialgo® mainly through training and technical

assistance.

%4c. Pollitt and G. BouckaerBublic Management Reform: A Comparative Analyisisw York: Oxford University Press, 2004)
p.8
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Public Service Reforms in Kenya started immediatdtgr independence. Sessional Paper No.
10 of 1965 on African Socialism and Its Applicatitm Planning in Kenya, outlined the first
institutional framework for reform&The reforms were aimed at addressing three chalfeng
facing the government at the time namely diseaseenty and illiteracy. The main focus was on
Africanisation of public service, land reforms argoothers with the objective of improving
service delivery and performance. Other reformsewater introduced focusing on performance

improvement and remuneration for better serviceves}.

3.6.3 Phase Two: 1980 to 1990

Outlays in salaries as a share of Ministries/Depants’ recurrent expenditure grew steadily
over the years. By 1979/80, salaries equalled 47ceet of Ministries/Departments’ recurrent
outlays, growing to 60 per cent in 1984/85, andlightly above 70 per cent in the 1990s. When
the Government issued a blueprint for renewed drowtL986, it was, therefore, already evident
that the high rate of Civil Service growth could be sustained by the economy.

Sessional Paper No. 1 of 1986 on Economic ManagefoeRenewed Growth later paved the
way for wider public service reforms. Notable amahgse was the Structural Adjustments
Programme (SAP) initiated in the mid-1980s with gwpport and leadership of the Bretton
Woods institutions which introduced a new publiecnaustration paradigm and macroeconomic
policy framework. These reforms sought to redueertiie of the State in production as well as
service delivery and encourage the deregulatiopuidlic enterprises. The emphasis was on
maintaining macroeconomic stability, lowering inien, cutting deficit spending, and reducing
the scope and cost of governméht.

The reforms related to the functioning and rolehef state in the economic sphere have, in many
instances, produced positive results. The privatineof public enterprises producing goods and
services reduced the role of the state in areageMme private sector proved to be a better
alternative. However, notwithstanding the positigsults derived from these reforms, the retreat
of the State in social areas (health, educationhanging) was detrimental for many African

countries.

%Republic of Kenya,Sessional paper No. 10 of 19650n African socialism and its Application to Kenfiairobi: Government
Printers, 1965)

%6G.Standing, and V.Tokmafowards Social Adjustment: Labour Market IssueStctural AdjustmeiiGeneva: ILO, 1991)
p. 123
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It was during this period therefore that the faamilproblems of moonlighting and absenteeism,
low morale, corruption and politicization of redraent emerged; there was little doubt that in
many countries the capacity of Ministries includifigance Ministries to fulfil even basic tasks
had virtually collapsed.

The solutions offered by the 1980s civil servickoma programs were relatively crude; in line
with neo-liberal economic policies aimed at drasdhc reducing the role of the state in the
economy, they focused on downsizing-- retrenchmentsrgers and recruitment freezes,
eliminating ghost workers and decompressing wagkesgctrying to use savings on recruitment
to pay higher salaries to higher-level managerk sgtarce skills.

Large amounts of aid money were allocated for fhigpose. From 1981 to 1991, the World
Bank included civil service reform programs in @arn/credit facilities worldwide, 55 of which
were to African countries, either SAP or Techniéssistance loans, totalling $2131 millioh.
State-owned enterprises have often been a signifrnacroeconomic burden. Between 1986 and
1991 in a sample of 17 low-income countries, staterprises absorbed from other sectors an
average of 1.7% of GDP. Given weak financial marlegtd foreign borrowing constraints in low
income countries, this financing requirement wagdly carried through the government budget
and by domestic credit creation. These sources iaan€ingbothpresent significant
macroeconomic risks.

Financing requirements for state enterprises catorti government spending priorities. In
developing economies explicit operating subsidestate owned enterprises often amount to
more than 50% of the central government's educdtimget and more than 100% of the central
government's health budget. Investments in heahlild aducation are key for human
development. Ensuring the financing of needed imests in these areas is a much more
important task for government than financing statterprises in commercial spheres.

Identifying implicit subsidies to state enterpriggten requires careful analysis. Credits issued to
state enterprises at real interest rates below ehadtes often represent a very significant
subsidy. State enterprises sometimes receive prefalforeign exchange arrangements, custom
privileges, preferential government procuremenaragements, and use of government land or

buildings at privileged rates. Tax arrears, tawif@ges, and pension and health insurance

°’B.Nunberg,Rethinking Civil Service Reform: An Agenda for Sn@overnmeni{Washington, DC: The World
Bank, 1996) p. 52
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guarantees are other forms of implicit subsidiesevaluating the macroeconomic burden of

state enterprises, all these forms of subsidied teebe considered

While some state-owned enterprises perform wedkesbwned enterprises are often associated
with a number of serious economic problems. Stateenl enterprises are often subject to

political forces that create multiple, conflictiegterprise goals.

Political considerations may require a state-oweetkrprise to hire particular workers, charge
particular prices, locate a plant in a particulegaa or buy materials from a particular supplier.
Such requirements often conflict with economicafficient choices and hurt a state enterprise's

financial performance.

Such obligations form the basis for an enterpriegeghment relationship that often lacks
discipline and accountability. The problem is dedghan simply the financial costs of politically

imposed obligations. Because such obligations &en oelatively easy to impose on a state-
owned enterprise, governments may find it diffidaltresist imposing obligations that may be
politically popular at a particular point in timeitowhich are not a basis for sound public policy.
Moreover, the costs associated with such obligatame often difficult to measure. They thus

serve as a convenient and difficult-to-evaluateusgdor poor state enterprise performance.

The political importance attached to an entergi$elfilment of non-commercial obligations
gives it leverage to extract privileges from thevggmment. These privileges often include
subsidized credits, restrictions on imports or ifgmecompetitors, and restrictions on domestic
private enterprises' opportunities to compete. €kreme case of the latter privilege is a
monopoly right granted to a state-owned enterpNs@opoly rights eliminate the possibility of
using competitors' performance as a standard fasareng the performance of the state-owned
enterprise. Such a privilege thus makes it evenenmufficult to hold a state-enterprise

effectively accountable for its economic performanc

Rational state enterprise managers recognize thefibe accrued from taking on political
obligations, hence they often do so despite the@woic cost of these obligations.
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Liberalization and promoting competition are an aripnt means for improving state enterprise
performance. Liberalizing entry opportunities cam & way to bring change to a stagnant
industry. State enterprises are typically overarglion administrative hierarchies as opposed to
market relations, and they often suffer from in@ént supply sourcing arrangements and weak
customer marketing skills. Nimble private firmsyegn effective opportunities, are often eager to
enter as suppliers to state enterprises or resalfestate enterprise products. In doing so, they
improve the over-all efficiency of the economic teec They also serve as a means for
transferring knowledge about market-oriented betavio state enterprises managers.

State enterprise performance also benefits fromnadirect competitors. Such competitors
provide a simple standard for judging a state @nits¥'s performance. They also provide a clear
and credible survival threat if the state entegissnot able to match competitors' performance.
Competition's beneficial effects are apparent inaaalysis of provincial data for China: the
larger the non-state share of a province's outpethigher the total factor productivity of state

enterprises.

Liberalizing market opportunities and promoting gmtition involves removing market
constraints. Eliminating licensing requirements agoving price controls allows private firms
to move quickly and operate efficiently. Liberatigiforeign trade allows foreign firms to exert
competitive discipline on state enterprises. Doswg also allows domestic firms to exploit

opportunities in world markets in reduce supplyts@s acquire needed technology.

Liberalizing market opportunities also involves pige action to affirm economic rights and
create pro-competitive institutional structuresl Afms need to be given equal rights to
participate in government procurement contractsalr firms need to have equal rights to use
public infrastructure and resources. Private finmeed the right to be free from unreasonable
restraints on trade, such as contracts that preem from using state enterprise outputs in
ways that enhance their value to customers. Adtnatige and adjudicatory branches of the
government need to be clearly separated from saterprises, and safeguards need to be
established to ensure that government organs dofawatur particular firms. Some state
enterprises might also need to be broken up intallemunits that could potentially compete

with each other.
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3.6.4 Phase Three: 1990-2003

The phase three reforms of the 1990s to some egtartged from a limited recognition that
downsizing and pay restructuring alone were notlpcong the desired results. Net reductions in
numbers were not great, overall salary expenditwese actually rising. McCourt et al observed
that contrary to what one authoritative World Batiedy found, the idea that retrenchments and
decompressions would produce savings which would feal improvements in salary rates for
skilled staff had not worked.

Following a number of internal studies focusingstructure, functioning, staffing and size etc.
the Civil Service Reform Programme and Action Pleas developed and adopted in March
1992. The reforms were expected to facilitate edplat wealth distribution necessary for poverty
alleviation and create an enabling environment ifmestment and enhanced private sector
growth. The Civil Service Programme was designegrticeed in five areas i.e. civil service
organization, staffing levels, pay and benefitgining and capacity building and financial
management. While these succeeded in reducing ik S2rvice workforce by 30% (from
272,000 in 1992 to 191,670 in 2003), productivitg gperformance remained a fleeting illusion.
Civil Service Organization reforms were expectedldad to a streamlined organizational
structure reflecting better defined Ministerial abDépartmental functions. This entailed clear
definition and specification of the internal furtets of Ministries/Departments, clear hierarchy
of authority and span of control, and more accujatialescriptions among other initiatives.
Staffing Levels initiatives included down-sizing tife Service; establishment of staffing and
setting of appropriate staffing levels for all caslin the Service; improving staffing control
mechanisms through computerization of the estabksit and improvement of the payroll
administration system; and, manpower control thhowgsh limits and not through the
establishment’

The focus of Pay and Benefits was towards achiewogpensation levels that are geared
towards attracting and retaining professional arghagerial talent in a competitive market
economy. Monetization of allowances was also unttes component. The Pay Policy

acknowledged that worker's compensation affectgdyetvity by influencing the ‘choice of

%8 W. McCourt, and M. MinogueThe Internationalization of Public Management: fReinting the Third World State
(Cheltenham: Edward Edgar, 2001) p. 79

% Ministry of Information and CommunicatioriNational Audit/ Evaluation of the Impact of the viTiService Reform
Programme (1993-2001) on Government Service Dsfiverpublished Report, 2005 p. 9

%GoK, A Strategy for Performance Improvement in the RuBBrvice(Nairobi: Government Printers, 2001) p.16

57



level of effort’. If employees perceive themselassbeing underpaid, then their commitment to
full productivity at the work place will be reduced

Personnel Management and Training involved theomatization of personnel management
agencies; identification of any inadequacies in éxésting personnel planning and vacancy
management; improving disciplinary systems; proomgtand establishment control with a view
to institutionalizing modern personnel managengeattices in the Service. Capacity building
for the Service is also covered under this compbnen

Finally, Financial and Performance Management a$de issues of transparency and
accountability in financial management; instituatimation of control systems including
computerization; management of the national buddesr standards against which performance
can be accurately measured; perfection of perfocamarvaluation instruments; use of
performance evaluation to impinge upon personn@aoement, training, discipline and rewards
for enhanced service productiviy.

It was the desire of Government to maintain a matigopulation to employee ratio that reflects
the needs of Kenyans, the provision of efficienviee and resource constraints. This position
was clearly spelt out in leading Government potloguments among them Sessional Paper No.1
of 1992 on Development and Employment in Kenya &edsional Paper No.1 of 1994 on
Recovery and Sustainable Development to the yeH).20

This phase retained the assumption that the cemise needed to be reduced in size, but
accompanied this with much more ambitious attenaptsotal restructuring of civil services,
focusing on management systems, performance mamagemd budget /financial management,
and marketization of service delivery. Batley adjtigat the changing role of government in this
period of reform was nothing less than an atterapransfer to African and other developing
countries all the techniques of public sector nefavhich in the developed particularly English
speaking countries have come to be known as Newc?vhnagement (NPM§

In 1997 the World Bank in its Development Reportognized that having an effective,

responsive and legitimate state was crucial fotasnisg an effective market econorffyNew

®1GoK, Pay Policy for the Public Servig®&lairobi: Government Printers, 20086) p. ix

52GoK, A Strategy for Performance Improvement in the RuBErviceop. cit. p. 27

53R.Batley,‘Public and Private Relationships and PerformanaeService ProvisionUrban Studies, 1996 Vol. 33 Issue no. 4-5
pp. 723-751

54 World Bank,World Development Report 1997: The State in a Cimang/orld (New York: Oxford University Press/World
Bank,1997) p. 43

310ffice of the Prime Minister, Government Of KenpeaftPublic Sector Reform Strategyairobi: 2012)
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generation programs since the millennium, althostghvery much within the NPM paradigm,
have tended to focus on how to improve servicevdglito citizens, making it more responsive
and effective. They are normally specifically liakeith the new Poverty Reduction Strategy
Plans which have become a new conditionality fankto Highly Indebted Poor Countries
(HIPC), the majority of which are located in Africahus for public servants, this has meant
programs which attempt to involve officers in takion board the opinions and demands of their
clients - the public or users - and designing tlo@n Performance Improvement Plans (PIPs)
which involve service delivery standards monitoladboth responsible managers and citizen
user groups.

Public Sector Reforms in Kenya were basically idirced “to reduce the budget deficit, direct
scarce resources to priority needs especially ensthtial sectors and establish an environment
that is conducive to both domestic and foreign stvent.®*! However by 2003 these reforms
bore minimal results because the country was fdnedrarious challenges amongst them
inefficient service delivery mechanisms, lack ot@mtability in government, weak economic
and financial management, weak rule of law paradulon performance of public officers and
poor administration of government programmes.Theganent therefore, in conjunction with
the donors, came up with a new initiative to achagsponse to these challenges and as “the
guiding performance management framework to undeafireforms”?

This lack of noticeable change in public Servickvéey paved way for introduction of Results-
Based Management (RBM) guided by the Economic Rago$trategy (ERS) for Wealth and
Employment Creation (2003-2008).

The typical mechanisms for designing and implenmgntihese reforms were the creation of high
level reform agencies usually located in the Pegstid| or Prime Ministerial offices, deliberately
intended to bypass the mainstream ministries ackdaup by teams of foreign consultants and
technical assistance personnel. At the same timeigh aid flows to African countries
continued to increase massively, increasing thectirole of donors and their agents in

government programs especially public sector reform

pid
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3.6.5Results Based Management

Results Based Management (RBM) is a broad managestrategy aimed at changing the way
organizations operate. The Canadian Internatior@lelpment Agency(CIDA) defines RBM
as: “A participatory and team based approach dedign improve management efficiency,
effectiveness and accountability by involving kagkeholders in defining realistic expected
results, assessing and monitoring progress towashgvement of expected results, integrating
lessons learnt into management decisions and iegam performance *

3.6.6 How RBM works

RBM is a participatory and team-based approach rtgramme planning and focuses on
achieving defined and measurable results and irmp#icis designed to improve programme
delivery and strengthen management effectivenésseacy and accountability. It helps to shift
the focus of programming, managing and decisioningaltrom inputs andprocesses to the
objectives to be met. At the programming phase #piproach ensures that there are adequate
interventions to achieve an expected result. Dutlregimplementation phase, the RBM helps to
ensure and monitor that all available financialmlam and institutional resources continue to
support the intended results.

3.6.7Rapid Results Initiative (RRI)

The Government of Kenya adopted the Rapid Resuilistive (RRI) approach as one of the key
tools in implementing Results Based ManagementénRublic Service. This approach focuses
purely on results in planned a hundred days.dtrised at;

" Jumpstarting major change efforts

" Improving implementation capacity

" Tackling large—scale, medium and long-term charfigete

. Enhancing public ownership

. Using a series of small-scale, results producirdgraomentum-building initiative
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RRI was first introduced in Kenya on a pilot basis2004 through partnership between the
Government of Kenya and the World Bank. The pilaswun within the National Aids Control
Council and the Ministry of Water and Irrigationdawas a resounding success. Following its
success, in 2006 the government decided to undentetitution-wide RRIs in five additional
ministries and following significant success in sthiurther deployment, the Government
instructed all ministries, departments and agentmedeploy RRI as a tool for mainstreaming

results based management in the Public Service.

The government’s quest for suitable reform designsleliver the desired impact and results
became one of its major priorities. In the late @ahe government of Kenya and development
partners signed a project document and joint sttermaf intent to support a three year reform
programme. This time around, the reforms had bepadkaged under a new bannerand the
catch phrase was to enhance quality of life for y&&s by transforming the Public sector.The
magic word here is ‘transformation’- the public teecis geared to be totally transformed as
opposed to implementing mere reforms in piecemeal.

3.6.8 Public Service TransformationProgramme (PSTP)

When the “Results for Kenyan Programme” came teraoh the government conceptualized the
Public Service Transformation Programme, sometimegerred to as Public Sector
Transformation Programme, as part of the broaderms in Kenya.

In regard to the changing economic dynamics bairmationally and in the region, the Kenya
government felt it was of paramount importance tweterate and sustain public sector
transformation in order to deliver results alignmath Vision 2030- a national blueprint that aims
to make Kenya a middle-income, newly industrialination with a high quality of life for all its

citizens.

#0ffice of the Prime Minister, Government of Kenyaticle on PublicService Transformation
Departmeni(Nairobi: 2012 PSTD publication).
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The concept of a results-oriented citizen-centredblip service is one of the components
embedded in the Vision.The need to develop sugikEr@mpetitiveness in a dynamic world and
the country’s strategic position in East Africa uggs that Kenya develops robust institutions
capable of serving both its internal needs andrés¢ of Africa and the World. A strongly
performing public service, underpinned by effectieadership, values and ethics is critical for
the success of these institutiofffwo outstanding components of the transformatiognmme,
are Rapid Results Initiative (RRI) and Integratesvi&e Delivery (IDS).

3.6.9 Integrated Service Delivery

In July 2011 the Integrated Service Delivery (IShijiative across service delivery MDAs was
launched for instance, the Ministry of Immigratievhich aims to automate public service

delivery and have it available to Kenyan citizerauad the world at any time of the day.

The MDAs involved in the pilot phase are Ministrfyl@ands, State Law Office, Kenya Revenue
Authority, Immigration,e-government and Ministry bfformation and Communication under
the coordination of the Office of the Prime Minst€he objective of ISD frequently referred to
as a “One-stop shop” is to provide several quaéyvices to citizens in one common place to

save them the hustle and time of shuttling from goeernment office to another.

34 Office of the Prime Minister, Government of Keny@raft Public Sector Reform Strategy,
(Nairobi: 2012) p.
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Since its inception the Public Service TransfororatProgramme is bedevilled by the same
challenges that hampered progress in the earlferrne. The key challenge is that of re-
engineering, reshaping and leading the public segtstitutions through a paradigm shift
towards a culture of excellence in service delivédyher challenges reminiscent of previous
initiatives included poor attitude, unethical prees, political patronage, ineffective transition
and succession management skills, and inadequatetuses. However, this programme has
incorporated a broader and aggressive approachhwias greater potential to deliver results
compared to earlier reforms.
In July 2011 the government launched what can tveete as a broader version of PSTP, known
as the Transforming Kenya Programme, to spearhmptementation of the Constitution 2010,
accelerate delivery of Kenya Vision 2030 flagshipjgcts and transform public service delivery
to Kenyans, as broader mandate of the Office of Rnene Minister of coordination and
supervision of functions and affairs of governmiéntike the CSRPs, the PSTP was validated
by both the state and non-state actors as a lbasiseiv reforms. It is informed by the Public
Sector Transformation Strategy.
3.6.10The Public Sector Transformation Strategy
The Public Sector Transformation Strategy is a dynaand focused process designed to
fundamentally reshape the Public Service to accisimpls role in the achievement of Vision
2030 and its flagship projects as well as implemigon of the Constitution of Kenya 2010.
In order to achieve this, the Public Service Tramsftion Department (PSTD) and custodian of
the programme, was placed under the then Offictn@fPrime Ministeftoprovide leadership
for the transformation of the Public Service andprt public service institutions, to ensure that
reforms are institutionalized across the governriiéet major components for transforming the
public sector encompassed in this strategy include:

» Performance management

» Citizen-centred service delivery

» Transformative leadership

* Institutional reforms and capacity building

% The office of The Prime Minister was formed aftee post-election violence, under the
National Accord and Reconciliation Act, 2088d was mandated to coordinate and supervise the
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execution of functions and affairs of the governtndine office ceased to exist in April 2013
prior to the March 2013 General Elections. PSTusently (2013) placed under the Ministry
of Devolution and Planning of the new regime

3.7 Chapter Overview

This chapter has dealt with evolution of foreigd ei Kenya where it analyses the history of the
flow of donor aid into Kenya since 1990 up to 20%2condly, it has discussed sources of aid
into Kenya. Thirdly, there is the argument thatefgn aid represents an important source of
finance in most countries in sub-Saharan AfricaAfsSvhere it supplements low savings,

narrow export earnings and thin tax bases. Furitmnditionalities and aid inflow in Kenya,

reveals that the aid agencies transfer resourceabetdGovernment of Kenya through three
different modalities. Lastly, the case studies wil service reforms in Kenya has also been
discussed - the three foreign aid modalities dbedriabove, namely projects, structural
adjustment agreements, and conditionalities, aeel 8 organize the case studies that follow.
This study is interested in structural adjustmemtd conditionalities modalities which seem to

influence the policy-making process.
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CHAPTER FOUR

A CRITICAL ANALYSIS OF THE IMPACT OF FOREIGN AID CO NDITIONALITIES
ON PUBLIC POLICY

4.1 Introduction

This chapter discusses the presentation and teepretation of the findings. It deals with the
summary of the findings in terms of responses atingrto personal details that is gender, age
brackets, job status, education levels, job graupraonthly net salary. It looks at why there was
retirement, the length of service of the retirebsw they were informed about their
retrenchment. The section also looks at the respustpreparedness for retrenchment, and the
effects on the dependants if the respondents hadléue section deals with how dependants are
able to maintain their livelihood and meet theiraficial obligations currently and if what they

earn now is better than when in the civil service.

Training on retrenchment to the affected has atsnlaiscussed. It considers if the training was
beneficial to those affected and if it really as=isthose affected in terms of preparedness for
retrenchment. It also looks at the retirement/retinenent package of those affected if it was
adequate or inadequate and if the programme waseetly implemented. The section also
deals with impact of foreign aid on national deypsh@nt process and public policies formulation

and developments, the impact of the foreign aidit@malities and the types of conditionalities.

The purpose of this study was to critically analyfse impact of foreign aid conditionalities on
public policy in Africa. The study also sought twaenine how foreign aid conditionalities have
impacted the CSRPs in Kenya, explore efforts by réspective governments to formulate
alternative indigenous policies and investigate thke of think-tanks in the policy making

process.

4.2 Summary of findings

The response rate for all the questions asked weis 4 per cent thus sufficient to enable the
study to draw conclusions and inferences that wquddify the objects thereof. The gender

specifications for the respondents were as foll6@wgercent of the respondents were male while
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35 percent were female. The percentage of resptsmdenording to age was: 51-60 years were
50 percent, 61-70 years were 30 percent, 41-5Gyweare 15 percent and 31-40years 5Spercent.
This means that majority of the respondents wemalb0 years of age and these were the
people who were affected by retrenchment/ retirdrpesgramme.

The age bracket of the respondents were as presierttge following pie chart below

Age Bracket

H31-40
W 41-50
Os1-60
Hei-70

Figure 4.1: Age Bracket
The respondents’ job status were summarized itathle shown

Table 4.1 Age Bracket

Cumulative per
Frequency Per cent cent
Retired 12 85.7 85.7
Retrenched 2 14.3 100.0
Total 14 100.0
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Majority of the respondents had gone up to secgntiarel of eduaction at 43.5 percent, 21
percent had diploma level of education, 28.5 hd8hahelors degree while 7.5 percent had a
masters degree. This means that majority of theoretents were informed on which decisions
the government had taken in implementation of #teenchment/ reform programme and other
programmes which affected the development processimplementation of policies in the
country.

The respondents’ levels of education are presanttiee following graph.
7 ™\

m Levelof Education
Frequency

M Level of Education
Percent

Level of Education
—VatidPercent—

g ),
Figure4.2: Education Levels

How should we put this Other responses from thegamdents are summarized in the

presentations shown below-
Majority of the respondents were from job group &N\42.9 percent, those in job group A-H

was at 35.7 percent and P-S was at 21.4 percent.

Table: 4.2 Education Levels

Frequency per cent | Cumulative per cent
Valid A-H 5 35.7 35.7
J-N 6 42.9 78.6
P-S 3 214 100.0
Total 14 100.0
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Monthly Net Salary

B =000.00

Es017.00

1600000
B 2o000.00
[Jzs000.00
B 3500000
[@35800.00
4000000
so000.00
M Missing

Figure 4.3: Monthly Net salary

Table 4.3 Retrenchment Program:Why there was Retinment

Most of the respondents underwent the normal regré at 71.4 percent, voluntary et
retirement was at 7.1 percent and any other wad.8tpercent. This means that thos

14.3 percent also include those who left the serumder the retirement/retrenchm

programme.
Frequency per cent

Normal Retirement 10 71.4

Voluntary Early Retirement 1 7.1
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Any other 2 14.3
Total 13 92.9
Missing 1 7.1

Total 14 100.0

Service LengthAccording to the figure 4.4, 7.5 percent of thepa@ndents had serviced between
12 to 15 years in the public service, 13.5 peroétihe respondents had served between 20 to 31
years while 7.5 per cent had served for 22 yeads32nyears respectively. This shows that the

interviewees were the target group as were pathefpeople whom the implementation of
retirement/ retrenchment programme affected. Ad tlspondents had served in the public
service as shown above, making their responsed. vali

Service Length

159

104

Percent

T T T T T T T
12 13 20 22 25 26 30 <yl 32

Service Length
Figure4.4
Communication of the Retirement/ Retrenchment progamme
Out of the total respondents, 57.1 percent knewate retirement/retrenchment programme

through the official letter, 7.1 percent knew abthé programme from other sources, and 28.6
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percent did know about the retirement/ retrenchnpeagramme. Majority of the respondents
were not prepared for retrenchment before the progre was implemented, even some were
not prepared at all, they only knew about the mogne when it was being implemented. This
has an implication of the implementation of theipglas the communication was not effective

that the entire target group knew about the retrerant in time.

Table 4.4Communication of the Retirement

Cumulative per
Frequency | per cent cent
By Official letter 8 57.1 61.5
Any other 1 7.1 69.2
Not applicable 4 28.6 100.0
Total 13 92.9
Total 14 100.0

Respondents’ dependants

Despite the fact that the retrenchment/retiremenggamme was implemented in the public
service, all the retrenches/retirees had dependdust of the respondents between 5 to 8
dependants, this were 7 percent, 28 percent afe@ondents had 2 dependants and 22 percent
had between 3 and 4 dependants. Of all the resptsadeajority of them had not prepared
before retrenchment as shown in figure 4.14. Th&ans that the implementation of the

programme had a spill over effect to the affectespns and their dependants.

—+

Frequency per cent | Cumulative per cen

Valid Yes 14 100.0 100.0
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Did you undergo training before retrenchment

W ves
Eno

Figure4.5

Training Benefit
Majority of the respondents did not benefit frone thaining that was offered to prepare them for
the retrenchment/retirement programme. This stad2B#& percent, while those who benefitted
from the training stood at 7.1 percent, the redtrait know if there was a training. This means

that the implementation of the retirement/ retreneht training was not effectively done.

71



Table 4.5 Training Benefit

Cumulative per

Frequency | per cent cent
Yes 1 7.1 16.7
No 4 28.6 83.3
Not applicable 1 7.1 100.0
Total 6 42.9
Total 14 100.0

Table 4.6: How do the respondents meet their finamal obligations

Out of all the respondents, 42.9 percent meet fimgincial obligation through income genere

from business, 42.9 percent from pensions, whilepércent are supported by relatives. -

means that some of the people affected from theyalre still dependant on their relati

hence; the policy was not effectively implementedsome retirees/ retrenches.

Cumulative pe

Frequency| per cent cent
Income generated frg 6 42.9 46.2
business
Pension 6 42.9 92.3
Support from relatives 1 7.1 100.0
Total 13 92.9
Total 14 100.0

72



Table 4.7: Current earning compared to when in pubit service

Out of the total respondents, 57.1 percent earremor

Frequency Per cent Cumulative per cent
More 5 35.7 38.5
Less 8 57.1 100.0
Total 13 92.9
1 7.1
Total 14 100.0
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How change in income i

n vour life

Source: Researcher

Figure4.6

28.6% of the respondents are able to meet all fimgincial obligations according to the survey

while 64.3% of them are unable to meet all theiaficial obligations. This indicates that the

policy was not well implemented and this affecteahmof the respondents.

Table 4.8: Are you able /hardly able to meet yourifhancial obligations?

Cumulative Pe

=

FrequencyPer cent cent
able to meet all your financ 4 28.6 30.8
obligations
hardly able to meet all your financ 9 64.3 100.0
obligations
Total 13 92.9
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85.7% of the respondents found the retirement geeeckalid as opposed to 14.3% who saw it as
missing. This shows that the programme in ternth®fretirement package was able to meet the

respondents’ expectations because most of themsagisgied with what was being offered.

Table 4.9: Was the retirement/retrenchment packagadequate /inadequate?

Cumulative Per
Frequency | Per cent cent
Valid Inadequate 12 85.7 100.4
Missing System 2 14.3
Total 14 100.G

The retirement programme was found to be efficieintiplemented by 28.6% of éhresponden
while 50% found the programme to have been ineiffity implemented. This means that most

of the respondents were not happy with the waypthiey was implemented.

Table 4.10

Was the retirement /retrenchment programme efficietly/inefficiently implemented?

Cumulative
Frequency| Percent Percent
Valid Efficiently implemented 4 28.9 36.4
Inefficiently implemented 7 50.7 100.4
Total 11 78.6
3 21.4
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Table 4.9: Was the retirement/retrenchment packagadequate /inadeqguate?

Cumulative Per
Frequency | Per cent cent
Valid Inadequate 12 85.7 100.4
Missing  System 2 14.3

| 141 100.(1

From the above answers the study established tlest wof the respondents were
dissatisfied with the implementation of the CSRRJ #hat most of their lives had changed for
the worse. This defeated the purpose of the reform.

66.7% of the respondents thought that foreign addtionalities slowed down the
national development process while 33.3% thougdit titre conditionalities led to failure of the
development of public policies thus making it impibge for a country to come up with its own
policies. This indicates that a large number of iégpondents think that the conditions set in

order for one to get foreign aid hampers the dgareknt process and causes it to lag behind.

Table 4.11: Impact of foreign aid conditionalitieson public policy

Frequency Per cent Cumulative
Per cent
Slowed down the national development 2 66.7 66.7
process
Led to failure of the development pf 1 33.3 100.0
public policies
Total 3 100.0
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project ownership is undermined

Is there fragmented planning
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Figure 4.7:Project Ownership

While many aid agency officials start out with amgoitment to ownership defined as control

over policies, as soon as there is some disagraesaenpolicy choices they tend to fall back on
a definition of ownership as commitment to theefprred policies.
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Types of conditonalities

M Folttical reforms
E Corruption eradication
O institutional reforms

Figure 4.8: Types of Conditionalities

4.2.1 Main types of conditionalities imposed by faign aid institutions

According to the findings, there are several typesonditionalities. The first conditionalities
indicated by the respondents were IMF conditioieait These imposed (or reluctantly agreed
upon) conditions most often pertain to stand-bythier loans to support countries' balances of
payments. They are the well-known neoliberal, mam&t mostly macroeconomic
conditionalities that are used as a threat of redua@ll external resources flows leaving
governments of the South extremely limited roomntanoeuvre in. The respondents also
indicated that multilateral and bilateral agen@emetimes impose conditions for development
aid which they may or may not link to recipient nties fulfilling IMF conditionalities. The
World Bank almost always takes the former positiaraddition, there are conditionalities set by

private or public financial institutions when codes$ reschedule their external debt. These are
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always IMF-linked and mostly coercive rather thamalding and usually result in an impossibly

large number of required stringent commitments.

4.2.2 Donors and ownership

The study sought to establish how donors underroimeership in Kenya. The respondents
began by explaining that ownership is often usedltwyors to mean commitment to policies,
regardless of how those policies were chosen. Taidgrasts with ownership defined as the
degree of control recipient governments are ableekercise over policy design and

implementation.

33.3% of the respondents thought that the donomsirdiie the development process, 33.3%
thought they enable the harmonization of the wiprtecess while 33.3% of them thought the

donors caused delays in the funding process.

Table 4.12
Frequency | per cent Cumulative
per cent
Dominate the development 1 33.3 33.3
process
Existence of donor 1 33.3 66.7
harmonization process
Delays in funding 1 33.3 100.0
Total 3 100.0

The respondents further indicated that recent deoarmitments to respecting and supporting
“ownership’ by developing country governments pealseon two core assumptions. The first is
that recipient governments are willing and abléetd. Yet, the evolution of the aid system has
often prevented countries from taking the lead mtermined their ability to do so. Second, the
new donor rhetoric implies that when recipient gaoveents do take the lead, donors will be

willing to trust them and follow suit. The respamiis also argued that in cases where recipient
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governments asserted particular policies and tteed¢oordinate donors around them, donor
responses have often not been supportive or cahergmnthe ownership discourse.

4.2.3 Donors dominance in policy-making

In relation to how donors dominate policy-makinge trespondents argued that in most aid
dependent African countries, a permanent and peevaggotiation process has developed over
almost all policies, programs and projects betwskarors and government.

Specify

.Dominate the development
process

[ Existence ofdaonor
harmonization process

Cpelays in funding

Figure 4.9: Donor Dominance
They also indicated that this puts an immense uale African administrative systems and
leads governments to spend most of their time redipg to donor initiatives, trying to work
their own priorities in or waiting until implemerni@an to steer the policy or project towards their
preferences.
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4.2.4 Donors and the fragmentation of the planningrocess

The study also sought to establish whether dorawe breated fragmented planning processes in
Kenya. From the findings, the respondents indicaited donor proliferation has led to widely
dispersed tasks and a vague division of labouriwitecipient governments, and to donors
negotiating projects directly with specific miniss.

66.7% of the respondents thought that donors atdesgmented planning causing the tasks to
be dispersed while 33.3% thought they did not.

Table 4.13: Is there fragmented planning processés Kenya? How?

Frequency Per cent Cumulative per cent
Yes 2 66.7 66.7
No 1 33.3 100.0
Total 3 100.0

It was also revealed that fragmented aid managestardtures have led to weakened domestic
policy-making and budgeting processes, leavingprent governments in a weak position to
coordinate aid according to a national developnsénategy. Donors often take up the initiative,
coordinating aid amongst them and creating aremas ‘dolicy dialogue’ with African
governments.

However, the respondefitseported that new aid modalities intended to sahee problem of
parallel and fragmented aid processes (PRSPs, bsidgport, etc.) have often created additional
problems, increasing donor intrusion and mergingipient institutions with donor-driven

processes.

4.2.5 Advantages of having foreign aid conditiondlies in Kenya

The study established that the dependence of Afgoawernments on aid — as a way to increase

their budgets and to deliver goods and servicestlogr political promises they have made to

®Chief economist and Head of Central Planning Unit, Policy Coordination Department, Office of the Prime
Minister, Mr. John Musale, , KIPPRA's Executive Director, Dr Moses lkiara, anent Secretary, Ministry of
State for Public Service, Mr. Titus Ndambuki.
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their populations — makes governments unwillingake stronger policy positions or chart a
development strategy outside of the purview of dendhey are often afraid of risking

reductions in aid that could undermine their peditisupport and/or cost them the next election.

Advantages of foreign aid conditionalities

60

Percent

0 T
Good governance

T
KMone

Advantages of foreign aid conditionalities

Figure4.10
The respondents also indicated that the fragile efim political support of governments,
combined with their dependence on aid to shorehepr political legitimacy, provides strong
incentives for governments to remain in a suboteip@sition to donors. Further, they indicated
that the conditions of permanent and pervasive tnegm and of institutional entanglement and

aid fragmentation create strong disincentives faitipians and civil servants to alter the terms
on which aid is offered to meet their own priostie
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4.2.6 Donors’ role in respecting and supporting owership

The study found that ownership is not something thél result just from a shift in aid
modalities and practices. Respecting country owmgrnsequires a change in the perspective of

donors and their role in African countries.

When it comes to donor respect and support owrnréid. 7% of the respondents said that the
donors should involve local communities and 33.8%ught that the donors should provide aid
directly and reduce control. This means that theod® usually dictate and give conditions on

how the funds should be used.

Table 4.14: How donor should respect and support omership

Frequency Per cent | Cumulative Per

cent
Involve local communities 2 66.7 66.7
Provide direct aid and 1 33.3 100.0
reduce control
Total 3 100.0

The respondent&therefore suggested that donor countries shoetgréze the right of African

governments to choose their policies. The histbricgectories of developed and emerging
countries show that successful development prosesse take many different paths. Indeed,
even within donor countries, governments make méstaand in their aid relations donors
themselves have experimented with different cooddlities on aid, making mistakes and then
seeking to redress them. In addition, they alsecatdd that donors seem unwilling to accept the

risk that an aid-receiving government might makeoivn mistakes. This unwillingness leaves no

®Chief Economist and Head of Central Planning Unit, Policy Coordination Department, Office of the Prime
Minister
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space for domestic political negotiations and tmemrgence of national strategies. If donors wish
to support ownership, the most useful role theyman is to step back from domestic decision-

making arenas and support a process in which aptom put forward and debated domestically.

How donor should respect and support ownership
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How donor should respect and support ownership

Figure4.11: Donor respect and Support Ownership

It was also contended that Conditionalities tendinat Africa’s scope in developing public
policies that are in tune with the needs of theppeoFor example, in coming up with policies
that are workable in an African set up, a lot ohsdtations are required with the affected

communities whom the policies are intended to asilre
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33.3% said that the impact of the conditionalisEsved down national development process
thus limiting the extent to which public policiearcbe developed which march the needs of the
people as opposed to 66.7% who thought that thditboms did not.

Table 4.15, Impact of conditionalities on CSRPs

Frequency| Percent | Cumulative

Percent
Valid Slowed Down National 1 33.3 100.0
development process
Missing | System 2 66.7
Total 3 100.0

Source: Researcher

However, with conditionalities, these communities aever consulted and therefore policies are
made with the donor’s thinking on what is good fleese communities hence failure of these

policies®’

The respondents in the Ministry of state for plagninational development and vision 2030
argued that donor countries should not attemptaiestorm African economies and societies. In
the process of giving aid, donors have begun trymgransform African societies, getting

directly involved in mediating state-society redais. But this role for donors has perverse
conseqguences, as civil society organizations incaAfr countries look increasingly to donors to
pressure their governments to adopt certain psliciebe more democratic, instead of engaging

directly with their governments to build politicatcountability.

Rather, the executive director of KIPPRA indicatdtht donors should allow recipient

governments and societies the time and space te cgnwith their own solutions. While it is

®Chief Economist and Head of Central Planning Unit, Policy Coordination Department, Office of the Prime
Minister.
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now commonly acknowledged in aid circles that damedynamics have to be the basis for
successful development processes, this acknowlegigfehas not yet significantly affected aid

practices.

In agreement, the respondents from the public seref Kenya argued that donor countries
should change donor norms and attitudes. Donocial$i in recipient countries often doubt the
competence and probity of African civil servants @oliticians, and are therefore reluctant to let
go of their control. Donor country staffs are atsmstrained by the incentive structure within
donor agencies compelling them to ‘deliver’ on &sgwhich are often beyond their influence.
Respecting ownership entails donors gaining a beftelerstanding of the context in which

African governments operate, and adjusting theimsoand expectations accordingly.

The respondents also indicated that donor courdhiesld reduce conditionalities and strengthen
domestic accountability. Donors should keep cooddlities at a bare minimum, in order to give
recipient governments more flexibility and contosler the policy agenda. Conditions allowed
could include those required by the donor governiadaws and regulations, and matters arising
from shared values agreed by donor and recipiemh(as human rights, transparency, etc.). A
breach of these conditions, defined and spelledwatild result in the withdrawal of aid. The
respondents also indicated that recipient govertsngmould report to national institutions, such
as parliaments and audit institutions, on the dsedfunds. Donors would receive such reports
and decide if they want to continue to provide@iahot. It was also established donors supports

government accountability to domestic rather thamad constituencies.

The respondent® further suggested that donor countries should beentransparent. At the
moment, little transparency exists on aid flowsaintry level. Donors should provide more and
better information on what they are giving aid flooyv much and with what conditions, creating

a better environment for citizens to use such médron to hold their governments accountable.

®The Permanent Secretary, Ministry of State for Public Service
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Donor countries should also get serious about stipgoinstitutions and capacity building.
Donors often come to recipient countries with thewn priorities and projects, in a hurry to
meet targets and disburse money. This is at odtts giving enough time to recipient country
bureaucracies to initiate and develop policies atans through national political and
administrative processes. Technical assistancétes ased by donors to ensure the quality of
policies and projects that donors fund, but thislarmines the morale of the civil service.
Technical assistance should be demand-driven gogbsiwhat recipient governments say they
need. Long-term expatriate staff should be integiatto government structures and accountable

through normal authority lines.
4.3 Impact of Foreign aid conditionalities on the GRPs

The respondents indicated that the civil servicéorre programme, which was to be
implemented in three stages or phases, was laurafted much pressure from development
partners. The reform was to cover only those ceivants paid directly by the exchequer,

excluding teachers.

Approximately 16,000 civil servants were laid aoff & three-year period. In five months, over
3,900 employees in 1992 had been pruned throughratatttrition while 13,954 job vacancies
that had been budgeted for were cancelled. Fatlardéulfii governance conditions led to
suspension of ESAF in August 1997. The second pbiaite civil service reforms was launched
in 1998 owing to the government’s dependency fav fiending from donors, coupled by the
IFIs’ pressure for a leaner and efficient governt@ihis time around the target was to reduce
the civil service by 30 per cent that translate@2¢000 staff. The civil servants were left in the

dark on the criteria to be followed.

This created a loophole for victimisation and malis layoffs that left civil servants in anxiety
and suspicion as to who among them was next teldavthis state of mind, the work output

tends to be largely affected.

However, the right-sizing was halted by Parliaméefore the target had been achieved.
Expectedly, it was argued that there was no enaogisultations about the policy, which was
viewed to have been implemented as a directive flonors. Parliament argued that a Sessional
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Paper should have been done before implementingdhey and, therefore lobbied to stop the

process. Compared with the first phase, it wasadiltfimplementing the second phase.

Following the suspension of funding in 1997, mudhthe reform effort was geared towards
fulfilling conditionalities on governance (read ogption) issues. The President put up a team in
July 1999, with technocrats mainly drawn from thivaie sector, to occupy key public office
positions, including Head of the Civil Service. Tieam, dubbed ‘dream team’ was expected to
spearhead reforms that would put the country bagconomic recovery path and fight rampant
corruption in government. However, the reform sugteanother setback when the sacking of
over 25,700 civil servants was halted, after tivl servants sued the government, accusing it of
contravening the Employment Act by terminating emypient contracts without adequate
notice. Complicating things further, many civil g@nts had still not received their redundancy
packages, which, it was felt, were not even adegusttieast 19,000 civil servants had received
retirement letters after the programme resumed eépteé®nber 2000. The implementation of
reform was less successful in terms of meetingdhgets, consistency and sustainability. Civil

service reforms are still in force to date.
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4.4 Kenyan government efforts to formulate alternaive indigenous policies

Government efforts to form indigenous policies
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Government efforts to form indigenous policies

Figure4.12

It was from recognition of the complexity and mudimensional nature of the process of policy
formulation at the national level that this studgghn. It was not seen as just an issue of
academic. The study was anxious to understand whywany previous efforts by governments
and external agencies to improve the capacity @dicy formulation in African countries had
such disappointing results. Most of these efforésenbased on the belief that improvements to
policy formulation could be achieved by simply sgthening the technical-economic capacity
of central governments. Staff training and the ofsexpatriate advisers were thought to be the
most effective instruments to build up a criticahsa of policy analysts and managers in the
public sector. However, the outcomes of these &ffeghow that this was insufficient. By
concentrating on only one aspect of the problemarsgnnel - they paid less attention to other
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parts of the governance framework within which ol policy has to be formulated and

implemented. It was a serious oversight.

The study identified three main components as fognihis element of governance: the
institutional environment, the core policy formutet process within government, and the
involvement of civil society. The results of thetd@rviews were as follows: First, the study
recognized the need to consider policy formulapoocesses within the context of the national
institutional environment -- political, economiaycasocio-cultural. It is frequently overlooked
that, in sub-Saharan Africa as a whole, policy folation has had to take place in environments
where governments have been pre-occupied with méatidding and with the complex social
and political problems inherited from their coldnpast. In addition, development policy issues
have normally been addressed by governments that ten almost continually confronted by
financial crises. These pressures have been particgignificant in shaping (and reducing) the
ability of African states to formulate indigenouslipies that reflect local needs and priorities.
Very often it has been external organizations fizat set the pace and direction of development
policies, adding an international dimension toorai policy-making processes.

Secondly, a core policy formulation process witgovernment was identified. This comprises
the identification of the policy issue, specificati of policy objectives, the development of
policy options, decision-making, promulgation, amdplementation. It also includes the
gathering, processing and analyzing of data in eotion with each of these activities. Thus
stated, this internal process seems to conformathbtional presentations of policy formulation as
a linear process. However, as already stated,ighisot so. Instead, it is a complex process,
without clear beginnings and ends, involving a wagygroup of people, with many seemingly
unsystematic steps, and that some elements maydsedout completely. Third, the approach
recognized the importance of the roles and invokmmof non-governmental actors and
stakeholders - civil society - in policy formulatioCivil society is not a passive element in
policy-making. Its members (farmers, workers, irdaBsts, parents, teachers, either
individually or in groups and associations) havet®é interests in the outcomes of the process
of national policy formulation. It includes all the people and institutions who assume, based on
their expertise and specialist knowledge and tgeifstance the policy will have for them, that
they have as much right to be part of the polieynfi@ation process as those within government.
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4.5 The role of think-tanks in the policy making pocess

The respondents indicated that in Kenya, the ntamkitank is KIPPRA. The Kenya Institute
for Public Policy Research and Analysis (KIPPRARpis autonomous think-tank established in
1997 to provide objective public policy advice tbhet Government of Kenya, and other
stakeholders, in order to contribute to the achiesmt of national development goals.

Roie of think-tank in poiicy making
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Figure 4.13

The study also found that the main role of KIPPRAa conduct research and policy analysis in
all sectors of the Kenyan economy, to provide capaluilding for policy making and
implementation, and to serve as a point of corftacéxchange of views on public policy issues
affecting Kenya. Over the years, the Institute hadt a reputation for quality public policy
research and analysis, accumulated a pool of idseasources, and developed macroeconomic
and sector models for policy formulation, simulatend forecasting.

33.3% of the respondents said that the role okttank in policy making is to provide a road

map while 66.7% said is to formulate policies talftate and coordinate planning



Table 4.16: Role of think-tank in policy making

Frequency | Per cent Valid per Cumulative
cent per cent
Provide a road map 1 33.3 33.3 33.3
Formulate  policies to 2 66.7 66.7 100.0
facilitate and coordinate
planning
Total 3 100.0 100.0

Other think tanks in Kenya include Institute ford@®pment Studies (IDS), Economic Research
Consortium (ERC), Institute for Policy Analysis amksearch (IPAR), African Centre for
Economic Growth (ACEG), and Centre for Multi-pagmocracy (CMPD).

The respondents also indicated that these thirkstaonduct objective research and analysis on
public policy issues with the goal of providing @mb/to policy makers. In addition, they provide
advisory and technical services on public polispes to the Government, government
agencies, and other stakeholders. The respondsatgdicated that think-tanks collect and
analyse relevant data on public policy and dissatesits research findings to a wide range of
stakeholders through workshops/conferences, iriteemainars, research papers, policy briefs, a
newsletter, and the Kenya Economic Report. Thay @évelop and maintain research resources
and databases on public policy and related issunekavails these to the Government, the private
sector and academic institutions. Further, thimksaundertake contracted public policy research
and analysis for the government and clients froenptivate sector. Think tanks also serve as a
point of contact and encourage exchange of viewsdsn the Government, private sector and

other civil society.
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CHAPTER FIVE
CONCLUSIONS AND RECOMMENDATIONS

5.1 Overview of chapters in the findings

This section focuses on the conclusions, which vwknee in accordance to the purpose and
objectives of the study. The purpose of this stwdg to critically analyse the impact of foreign
aid conditionalities on public policy in Africa. €mstudy also sought to examine how foreign aid
conditionalities have impacted the CSRPs in Kengaplore efforts by the respective
governments to formulate alternative indigenouscped and investigate the role of think-tanks
in the policy making process.

Chapter one gave an insight to the backgroundeoktudy, with emphasis on the Cold War era
as the nemesis of foreign aid to third world cowestand how that later, through a paradigm shift
evolved into Structural Adjustment Programmes (SARsd the emergence of other
conditionalities. This chapter encompasses thersett of the research problem; objectives of
the study; literature review; justification of thetudy; theoretical framework and research
methodology.

In chapter two, the study explored the debatesd&sulissions on public sector reforms in Africa,
on aid and governance; and real peculiarities oicAh economies, while chapter three analysed
the evolution, sources and conditionalities of iaidKenya. Chapter four of the study critically
looked at the impact of foreign aid conditionaktien public policy and chapter five dealt with
the conclusions arrived at based on the objectiféise study, and the recommendations made.
5.2 Conclusions and recommendations

The findings on donor respect and support for oglmprindicate 66.7% of the respondents said
donors should involve local communities while 33.B#éferred donors to provide aid directly
and reduce control. This translates to the fadt domors normally dictate conditions on how
funds should be deployed.

The study recommends that donor countries showlogréze the right of African governments
to choose their policies. The historical trajecterof developed and emerging countries show

that successful development processes can take diféerent paths.
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The study argues that if donors wish to supporteraimp, the crucial role they can play is to
step back from domestic decision-making and supgpprocess in which options are put forward
and debated domestically. The study therefore rememals that African countries should work
closely with multilateral institutions such as tA&ican Development Bank (ADB), who are

more interested in “home-grown” solutions and sf@s by the aid recipients, instead of the
Bretton Wood institutions whose main agenda isgiesg strategies and conditionalities with

the aim of restructuring African economies in thage of western world democracies.

The study further argues that donor countries shoat attempt to transform African economies
and societies. In the process of giving aid, dorigrdo transform African societies by getting

directly involved in mediating state-society rebais.

However this role for donors has consequences,inak society organizations in African
countriesincreasingly look up to donors to pressiied governments to adopt certain policies or
be more democratic, instead of engaging directlth viheir governments to build political

accountability.

The study also recommends that donor countriesldhchiange donor norms and attitudes.
Donor officials in recipient countries often douhe competence and probity of African civil
servants and politicians, and are therefore retiid¢talet go of their control. Donor country staff
are also constrained by the incentive structureniwitdonor agencies compelling them to
‘deliver’ on targets which are often beyond thaifluence. Respecting ownership entails donors
gaining a better understanding of the context inclwhAfrican governments operate, and

adjusting their norms and expectations accordingly.

Further, the study recommends that donor countslesuld reduce conditionalities and
strengthen domestic accountability. They shouldpkeenditionalities at a bare minimum, in
order to give recipient governments more flexipiliand control over the policy agenda.
However conditions allowed could include those mgliby the donor government’s laws and
regulations, and matters arising from shared valgeed by donor and recipient.If these
conditionsdefined and spelled out, are breached|dv@sult in the withdrawal of aid. The study
indicated that recipient governments should repmmational institutions, such as parliaments

and audit institutions, on the use of aid fundsn@rs would receive such reports and decide if

94



they want to continue to provide aid or not. It walso established donors should support

government accountability to domestic policies eatfhan impose conditions.

The research recommends that donor countries sheuidore transparent in their activities. At
the moment, little transparency exists on aid flawvsountry level. Donors should provide more
and better information on what they are giving fid how much and with what conditions,
creating a better environment for citizens to ugehsinformation to hold their governments

accountable.

Donor countries should also get serious about stipganstitutions and capacity building. They

often come to recipient countries with their owiopties and projects, in a hurry to meet targets
and disburse money. This is at odds with givingugiotime to recipient country bureaucracies
to initiate and develop policies and plans thronghonal political and administrative processes.
Technical assistance is often used by donors tarertbe quality of policies and projects that
donors fund, but this undermines the morale ofcikig service. Technical assistance should be
demand-driven and support what recipient governmealy they need. Long-term expatriate
staff should be integrated into government striegand accountable through normal authority
lines.This study further recommends proper planrang coordination of related policies to

avoid a scenario where one policy undermines anotlfibe government should ensure

coordination of public policy-making and implemeida to avoid conflict or duplication.

The findings showed that 67.7% of the respondert®\ed that donors created fragmented
planning that resulted in tasks being dispersetowuit any coordination. This creates a scenario
where one arm of the government does not know whetother arm does. Lack of proper

coordination of policy issues lead to an outcometr@ry to what the policies stipulate.

Public sector reforms are implemented by many asgéions, with little coordination and
limited cross-fertilisation with other reforms. Theeak culture and capacity for Monitoring,
Evaluation and Reporting (MER) in the public seevitas also led to much focus being put on

process and inputs with insufficient emphasis sults!

The study recommends recipient countries to forteufme-grown policies backed by policy

research conducted by Think-Tanks, to enhance @hiperand strengthen partnership on
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conditionality. These Think- Tanks should be askited into the process of public policy
making to coordinate the various initiatives thavé similar goals.Think- thanks such as
KIPPRA should be involved at all stages of policgkimg and implementation to ensure
technical advice is incorporated all the time. he tpast the engagement of researchers,
universities and institutes was minimal. This hakbed the country of invaluable advice and
input which would have gone a long way in improvpuplic-policy making in Kenya. With the
spread of university campuses throughout the cgunarious counties should be able to utilize
these institutions, not only as stakeholders, Buadvisers in policy-making and researchers on
policy issues.

This study further recommends the government caw dhe membership of Think-Tanks from
retrenched/retired public servants, by keeping talidse of these former public servants. The
government spends a lot of funds to train publivaats who even after leaving the service can
contribute tremendously towards policy-making atiteoinitiatives as they possess a wealth of

knowledge and experience by virtue of having woriketthe Public Service.

1 Ministry of State for Planning, National Developmt and Vision 2030Second Annual
Progress Report on the Implementation of First MediTerm Plan (2008-2012Nairobi,
GOK:May 2011p.44

20ffice of the Prime MinisterNational Handbook for Public Policy Making in Keny
Government of Keny@airobi: August 2012) p.31
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This study also recommends the government shoul@ddition employ the technique of
envisioning scenarios in future and based on fbisnulate policies to address issues that are
likely to arise so that when they occur, the gowent will not be caught unawares but will
already have policies in place to guide her. Coestiike Singapore use this method frequently

in formulating some of their policies.

This study also concludes that retrenchment/reerdgras a function of CSRP abated rather than
alleviated poverty. This study reveals 64.3% of beenchee/retirees are unable to meet their
financial obligations and 7.1% are supported bgtreds. There was no harmonization between
CSRP and poverty reduction initiatives particulatyimplementation stage. The main objective
of the CSRP was to reduce the bloated Civil Serinicerder to have a leaner, efficient and
effective public service outfit. The savings madmf the staff retrenched was used to improve
the salaries of the leaner staff to motivate thembetter service delivery. At the same time the
safety net packages designed for the retrenchnmegtgmme were meager and could not sustain
the retrenchees because CSRP was implemented todaear conditionalities on an ad hoc
basis without proper planning. Ironically, this wascase of improving the livelihood of one
category and relegating another to poverty.

This study concedes-conditionality manifested aRE$lid abate rather than alleviate poverty
amongst Kenyans. The study concludes foreign anditionalities do impact on public policy of
recipient country. However this study acknowleddlesat although consequences of donor
conditionalities adversely affected the recipieaurdries, in the long term some of the SAPs
actually benefited these countries such as thedliloen of money markets and other aspects that
spurred economic growth. In fact the Public Servigansformation Programme currently
beingimplemented has a promising potential to things around. However caution needs to be
taken to avoid the pitfalls of the CSRPs.

This study further recommends early planning faffstetirement/retrenchment. Staff should be
prepared for retirement/retrenchment immediatelgytrare absorbed into the service on
permanent and pensionable terms, by exposing thewarious options that can sustain them
after retirement/retrenchment. They can be guidedaw to invest their earnings and retirement
benefits such as acquiring real estate propers@syuwcooperatives and putting their money in

Trust Units, instead of banning them from engagih@gmselves in income generating ventures or
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worse still, giving them a one week crush progranarfew weeks to retirement/retrenchment.
With proper guidance and advice, the staff candsésted to earn a decent living while still in

service without jeopardizing the quality of servetdivery, and even upon retirement.

This study reveals that reduction of the publiveerwage-bill (by retrenchment and retirement)
was not a solution towards reducing the countryisent account deficit. Other factors like the
real peculiarities of African economies such as Y& post-election violence in 2008 and the
constant wrangling of the coalition government, iemsely affected the country’s economic
growth. The gains made by ERS which realised an@uoac growth of 7% in 2006 and a decline
in poverty levels from 56.8% to 46% were greatlgdsd. The economy grew by only 2.3% in
2008 instead of the projected 7%. This study atswlhudes that as the Western donors continue
to impose harsh conditionality, African countria® ancreasingly ‘facing the East’. China is
making tremendous inroads into African economiese fuestion begs- is this yet another

scramble for Africa or is the cold war resurrectingainother form?

This study finally concludes that donors need twiew their approach towards aid
conditionalities and consider other factors th&afeconomic growth, rather than concentrate
their energies on reforming the public sector ger s
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Annex 1. Interview guide for policy makers (servingcivil servants)

What are impacts of foreign aid conditionalitiespablic policy in Africa?
Which are the main types of conditionalities impbbg foreign aid institutions?
How do donors undermine ownership of projects iny&®

How do donors dominate policy-making in Kenya?

Have donors created fragmented planning procesdesnya? How?

What are the advantages of having foreign aid ¢mmdilities in Kenya?

What can donors do to respect and support ownérship

How do foreign aid conditionalities impact the CSRP

© © N o g s~ w D PE

What are the Kenyan government efforts to formuddtiernative indigenous policies?
10.What is the role of think-tanks in the policy makiprocess?
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Annex 2. QUESTIONNAIRE

Dear respondent,

My name is ZarinaKasu, a part-time student of Masite International studies at the Institute of
Diplomacy and International Studies (IDIS), Univgrof Nairobi. | request for five minutes of
your valuable time to fill out this questionnaire.

The information that you provide will assist in mmgsearch which is about foreign aid
conditionalities and their impact on public polieycase study of civil service reforms in Kenya.
Your responses are confidential and strictly f@earch purposes only. | am therefore requesting
for your honest and candid responses.

SECTION A- RESPONDENT'S PROFILE
Mark (X) where appropriate

1. Gender: Male ( ) Féen@ )

2. Age bracket
21-30( ) 31-40( ) 4160) 51-60 ( ) 61-70( )
3. Are you

a. A serving civil servant ( )

b. Retired ( )

c. Retrenched ( )

4. Highest level of education*

Secondary school level ()
College (Diploma) ()
University (Bachelors) ()
University (Masters) ()

® 2 6 T 9o

Other (SPeCIfy)....cuiiiee i
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*(If no longer in service, indicate level at theng of retirement/retrenchment)

5. Job group
a. 'A-'H’ ()
b. ‘J- ‘N’ ()
c. 'P-'S’ ()
d. ‘T’ and above ()

*(at the time of retirement/retrenchment for nanvéng officers)
6. Monthly net salary (specify)*
*(at the time of retirement/retrenchment for nonvagy officers)
7. If you are retired, specify under what package-

a. Normal retirement ( )

b. Voluntary Early Retirement (VER) ( )

c. Any other (SpecCify) ......ccoovvviiiiininns

8. If retired/retrenched, for how long had you serirethe civil service?

. eee....years
SECTION B- IMPLEMENTATION OF CIVIL SERVICE REFORMS

9. How did you first learn about your retrenchment?

(a)By official letter ()

(b)Rumours ()
(c)Verbal communication ()
(d)Any other (specify) ()
(e)Not applicable ()
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10. Were you
(a) Adequately prepared for the retrenchment

(
(b) Inadequately prepared

e ~ ~
p— ~— ~

(c) Not prepared at all

*SELF PREPARATION

11.Did you have dependents at the time of retiremetn&nchment?

(@) Yes
(b) No

~
\/v

12. If ‘Yes’, how many (specify)?

13.Did you undergo any training to prepare you foireghent/retrenchment?

(@) Yes
(b) No

14.1f *Yes’, was the training beneficial?
(@) Yes

(
(b) No (
S 1= o |

v\—/
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SECTION C- INCOME STATUS AFTER RETIREMENT/RETRENCHM ENT
15. Did your livelihood improve with the retirementiredchment package?

(@)Yes
(b) No

~ o~
- O

16.You are currently meeting your financial obligasoinom

(a)Income generated from business ()
(b)Salary ()
(c)Pensiolf )

(d)Support from relatives )(
(e)Any other (specify) ()

17.Are you earning more or less compared to when yete\n service?

(a) More ()
(b) Less ()

18.How has the change in income impacted on youriliveld?

(a) Comfortable ( )
(b) More financial strain ( )
(c) Less financial strain ( )
(d) Any other (specify) ( )
19.Are you -
(a) able to meet all your financial obligations ()

(b) hardly able to meet all your financial obligations ()
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20. In your view, was the retirement/ retrenchmentkpge

(a) Adequate ( )
(b) Inadequate ( )

21. GIVE raSONS WHY.....i ittt it ettt e e e e e e e ens

22.In your view, was the retirement/ retrenchment paogne
(a) Efficiently implemented ()
(b) Inefficiently implemented ()
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23.1f (b) state how it could be done better

Thank you for participating in this study
ZARINA EBRAHIM KASU
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