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ABSTRACT

This research project was carried out to estalihghrole of Kenya's diplomatic missions of
commercial diplomacy in facilitating internationausiness at the Kenya High Commissions
abroad. Commercial diplomacy is a newer avenuedaontries to promote international trade
with friendly states. The study was therefore gditg three objectives: to examine the roles of
diplomatic missions in effective economic diplomasyd economic integration; to analyze the
challenges faced by diplomatic missions in fadilig commercial business; and to, apply the
importance of professionalizing economic diplomaayd economic integration for maximum
trade benefits. To realize the objectives of tre=aech, the study used the theory of comparative
advantage which proposes that all countries witidfié from trading with each other regardless
of how well-endowed they are in labor, capital demd, and regardless of how efficiently they
can produce any particular good. Data was collebiedse of personal interviews with open-
ended questions administered as well as revieveademic literature and policies. The findings
of the study showed that the Kenya High Commissiwege facilitated international business
through a number of ways such as export promotmpprt promotion, international relations,
advisory and consular services as well as tourismmption. The study recommends that the
Kenyan government through the Kenya High Commissiabroad should encourage
professionalism, as well as reviewing current tradd economic diplomacy policies, and vie
investment opportunities available in Kenya andraiog markets for the Kenyan products both
regionally and internationally.



CHAPTER ONE
1.1 INTRODUCTION
The purpose of diplomacy, throughout the ages andifeerent levels of societal evolution,
whether at interpersonal, inter-communal, or atrimational level, has always been to promote
national interest abroad. That endeavour has le@ ®teady development of international
relationships aimed at fostering understanding pramoting tolerance, albeit with limited
success. Since then, new factors have emerged, includingvem increasing number of varied
players in current complex international relatioospled with the power of modern media and
the speed with which news travel in our tiMesVith these two significant developments, the
very concept of state representation is being giytransformed and the traditional role, which
until now was assigned to diplomatic envoys, ae sgbresentatives of the interests of a sending
state in a receiving state or in an internationaliin, is being effectively erodéd.

It is important to note that many of these new eftayare beyond state control and not
hesitant about making public what diplomatic enveymuld rather carry confidentially, to the
authorities of their respective states. These ehg#s call for deep reflection on how to handle
diplomacy in this new environment - how to practigglomacy in an era of transparency. Whilst
new international actors and the information retiolu necessarily alter the diplomat’s old
monopoly on knowledge and conduct of internatiaegdtions, some arrangements need to be
put in place to preserve a good measure of the thatasurrounds the all important persona of

the ‘Excellencies’. This is imperative against baekdrop of timeless reality of need for secrecy

1 UNCTAD. 2013. Key Trends in International MerchaedTrade
2 Abbink, G.J.M. et al., Involvement of AmbassadorsCommercial Diplomacy. Enschede/Zwolléniversity of
Twente/Windesheim University of Applied Sciences. 2014
® |bid
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or real transparency behind closed doors, for dadity that diplomacy sometimes is a ‘dirty’
business because the alternative is war, cannaglamdd not be overlooked.

What matters most then, for a professional diplonsatthe ability to process available
information with a view to securing the interesttbé sending country and by extension its
citizens? It is pertinent to note the emphasis placed noymdan the need for diplomatic
endeavours to impact more directly on the livesnafividuals. The power of global media,
coupled with intertwined international socio-econormterests has greatly contributed to the
prominence of public diplomacy, which directly tatg the peopl2 Modern diplomacy therefore
requires practitioners who constantly update tbaracity for strategic analysis and negotiations.
Knowledge is thus important in effective diplomapiactice® It is indeed imperative in a world
where political and socio-economic problems brimghieir wake unfortunate developments such
as political instability, food insecurity, conflebf significant proportions, harrowing violatioh o
human rights and the resultant displacement ofiderable numbers of affected persons, not to
mention growing inequalities within and betweeriora!

It is in this aspect that, for sustainable growtid alevelopment, Kenya needs to avoid
earlier pitfalls and professionalize its econommiegration and economic diplomacy activities in
order to match the skillful business and governmeptesentatives from competitive neighbors
abroad and within such as Asia, the United Stat#éS) (and Europe and broker deals and

agreements that benefit it in the long term.

* Stadman, A., Ruel, H.J.M., Competitors or Collattors: A Comparison of Commercial Diplomacy Pokcand
Eractices of EU Member Staté&smerald Advanced Seriesin Management, 9(2012)183-225.

Ibid: 185
® Lee, D., and Ruel, H., Introduction: Commerciaplbmacy and International Business: Merging Intéomel
Business and International Relations. AdvancedeSeni Management, 9, (2012) xiii-xix.
" Stadman, A., Ruel, H.J.M.. Competitors or Collattors: A Comparison of Commercial Diplomacy Pokcand
Practices of EU Member Stat&Snerald Advanced Seriesin Management, 9, (2012) 202
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In the recent decades the international businegsomment has undergone major changes,
leading to a new dimension of international traded arelations. Shifting boundaries,
developments in trading systems and technologicahge demand for an increasingly active
attitude of governments to attract Foreign Direntelstment (FDI) and encourage companies to
enter foreign markets. Business corporations as agegjovernments face enormous challenges
arising from the diminishing importance of the iteshal national borders due to the inevitable
aspect of globalization, technological change aexktbpments in trading systefhs.

In a more globalized world, trade patterns andwheety of trade partners change. Trade
barriers on the other hand often remain in placewan increase. An increasingly important
means to overcome these barriers and to suppdrdsses in the internationalization process is
the use of diplomatic relations. Governments haw@por interest in supporting business abroad
as it often leads to domestic job creation, taxenere increase, and a stable econdmg. a
consequence, a change in the current practiceptdrdacy towards more commercial activities
can be observed. According to Lee and Hud$aommercial activities of diplomatic services
have been centralized, extended. They also notehihsiness interests have been formally
integrated within diplomatic systems. Economic dipacy has thereby become a foreign policy
priority of many governments. More notably, aciest within the field of economic diplomacy
aim to encourage business developniéfthe development of socially beneficial internagibn

business ventures as well as national economicla@wvent is a key interest in the economic

8 Hessels, S. J. A. International Entrepreneurstiidue Creation Across National Borders. (Erasmusvérsity
Rotterdam, 2008)
° Naray, O., What a Good Commercial Diplomat hakitmw and be Capable of. Exchan@ke Magazine for
International Business and Diplomacy, 2(December 2010), 8-9Naray, O. (2010a). Commikfiplomats in the
context of International Business. The Hague JdwhBiplomacy, 6, (2010b)121-148
1 | ee, D., and Hudson, L. The Old and the New Sigaifce of Political Economy in Diplomacy. Review of
International Studies, 30, (2004): 343-360.
" Naray, O.. Commercial Diplomats in the contextriérnational Business. The Hague Journal of Diployn 6,
(2010a)121-148:122
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diplomacy of foreign offices. In this regard and the purpose of this study, such activities are
termed as ‘economic diplomacy’. Thus the study examine the role of diplomatic missions in
promoting economic diplomacy, particularly the rplayed by the Kenyan Diplomatic missions

abroad.

1.2 Statement of the Problem

Kenya's foreign policy has changed through the fivansitions the country has been through,
that is under presidents Kenyatta, Moi, and Kibakid finally Uhuru. In President Kibaki's
reign, the economic pillar of Kenya's foreign pglibas been central to Kenya's foreign
relations, with focus being on diversifying souragisdevelopment funding to include new
economic partners, notably the adoption of the X Bast" policy in foreign relation€. This has
led to China increasing in significance as a dgwalent partner, and a source of funding for
large scale infrastructural development project&émya. An analysis of trade and aid figures
between Kenya, China, United Kingdom, United StaBr#ain and Japan will conclude that
China has gained significance as a trade partméfdaya as evidenced by the fact that China is
now the largest source of imports in Kenya. By cast{ the United Kingdom is the largest
export market for Kenya, followed by the Unitedt8sawhile Kenya’s shares of exports to China
are the least. Kenya's diplomatic paradigm shéttstd quietly soon after President Kibaki came
to power and changed gears. The recent developm&minya's foreign policy is the announced
adoption of a new trade-centered diplomatic stahed¢ has seen the country deploy foreign

nationals to head commercial departments of itsions across the glob&This was announced

12 AEO (African Economic Outlook), Kenya. Tunis: Afdn Development Bank, 2011, p.3,
http://www.africaneconomicoutlook.org/fileadmin/opbds/aeo/Country_Notes/2011/Full/Kenya.pdf
13 Juma V. —Foreigners to Drive Country‘s New Trade-Centerepl@nacy] 12th July 2011

4



on 11th July 2011 at the Panfrican Hotel, whenftmmer Kenyan acting Minister for Foreign
Affairs Professor George Saitoti and the Kenya &évSector Alliance (KEPSA) unveiled a
partnership to improve Economic and Commercialati@cy for Trade and Investment.

In the last two presidential regimes, there has\lmear shift of Kenya’s shift from the
political to economic diplomacy. Despite the efédoly the government to entrench the economic
aspect of diplomacy the concept has not yet beelh aveculated and fully realized. The
government has merged the Ministry of Foreign Affaand Trade and has also entrenched the
pillars of economic diplomacy in its foreign polidy spite of these changes the country remains
in dire need of a centralized foreign policy apgioand especially as far as the pursuit and
promotion of external trade is concerned.

Thus, professionalizing and innovating economiclaiiacy is very important in this
study and should be considered as an investméarrtitan as a cost for the Kenyan diplomatic
missions all over the world. A well functioning &gn service with a business focus is of great
value to its sending state. Several studies haveshhat the resources spent on economic and
economic diplomacy are well spent in terms of mesusn investmerit: In the case of Kenya, the
there is low economic diplomacy activities, andutjio on the rise in the past two regimes,
economic opportunities have not been fully realiZBde study embarks on finding out if the
Kenyan diplomatic missions are professionalized iireetonomic diplomacy competences and
structures are compete enough to match with thbdeew counterparts from Africa, Europe, US
and Asia.

The study notes that several trade engagementeéetienya and other states tend to

bring the balance of trade not in favor of Kenya it&i partners. Thus the study will examine if

14 Africa and the Chinese way. New York Times, Decentts, 2013.
5



the roles Kenyan diplomatic missions play in ecomordiplomacy are competent and
professional enough to comprehensively bring mawedet agreements, investments and
international business which are the basis forassble growth and development.

The research project analyses existing research davelops a framework, which
integrates the topics examined so far and provideseader with a future research agenda on
economic diplomacy. While the economic aspect seémnde increasingly important in
diplomatic practice, the body of literature on suibject is still rather limited. The purpose okthi
paper is therefore to systematically review thestaxy literature and identify future research
opportunities that will enhance our understandihthe topic. Out of the findings, the study will
recommend foreign policies with economic diplomdggh on the agenda and with economic

diplomacy competences and structures that can dempi a competitive world.

1.3 Objectives of the Study
The overall objective of the study is to examine tbles of Kenyan Diplomatic missions in
economic diplomacy and economic integration.
More specifically, the study aims to:
1. Examine the roles of diplomatic missions in effeeteconomic diplomacy and economic
integration
2. Analyze the challenges faced by diplomatic missiarfacilitating commercial business
3. The importance of professionalizing economic dipgegnand economic integration for

maximum trade benefits:



1.4 Literature Review

1.4.1 The Concept of Diplomacy and Economic Diplonty

Diplomacy as a term is alien to the internationasibess literature. It has been used by only a
few scholars. The term diplomacy stems from th&l faf international relations and political
science and more specifically from the field ofldipatic studies. Pigmahexplains that “early
modern usages of diplomacy were largely concernigal avprocess: the art of negotiation and
how to use negotiation effectively to achieve obtiyes of state”. Later on, it became clear that
the actors doing the negotiations, nation-statestla@ir representatives, needed to be included as
objects of the study of diplomad¥.

Until the 1980s diplomacy was most often viewed aasdialogue or the formal
communication between states, a very general vied/ @ne that only recognizes states as
diplomatic actors. That changed after the end ef@old War, when the ‘global economy’ in
started to take off. Goods, technology, servicegital, labour, knowledge and culture flow
across national borders in an unprecedented wayaamulint. New actors appeared on the
‘diplomatic stage’, such as supranational orgaiomat (European Union), or multilateral
organizations (United Nations, World Trade Organag International Monetary Fund, World
Bank), non-governmental organizations (Amnestyrivggonal, Human Right Watch, The Red
Cross) and international business such as olil fi(8tsell), financial firms (Barclays, Chase
Bank), automobile firms (Toyota, General Motorgghnology firms (Microsoft, Samsung) and
many others. Their sheer international size, impa@ctogle) or public support (Red Cross) turns
them into diplomatic actors in their own right. lBveub-national actors such as provinces,

municipalities and cities have now become diplomaictors, representing themselves and

lz Pigman, G. (2012). Contemporary DiplomaEgylity.
'® |bid



communicating with the international system, a mmeenon also referred to as
‘paradiplomacy”’

Economic diplomacy is often considered to be theesas economic diplomacy or trade
diplomacy or financial diplomac}f However, economic diplomacy is concerned with gaine
economic policy issues and trade agreements arsdbfmader, while commercial diplomacy is
much more specific, even though both have an oslirsg economic objective. Economic
diplomacy is a relatively new term that is ofteredisn a nebulous manner. The term ‘economic
diplomacy’ as described by Bayne and Woolcock, 2@®7broad and elastic’ enough to
accommodate a scope and content that is much brdzate diplomacy in its traditional sense.
Bayne and Woolcock define the scope of economidonipcy to include the following: a)
Scope: International and Domestic economic issudhis-includes the rules for economic
relations between states that have been pursued #ive World War 1. And owing to the
increased globalization and the resultant interddpece among state during the 1990s obliges
“economic diplomacy to go deep into domestic decisnaking” as well. This covers policies
relating to production, movement or exchange ofdgoservices, instruments (including official
development assistance), and money informatiorttagid regulatioh’ and, b. Players: State and

non-state actors — As all government agencies timte economic mandates operate

internationally and are players in economic diployndgnough they do not describe them as such.

7 Keating, M. Regions and International Affairs: imes, Opportunities and StrategieRegional & Federal
Sudies, 9(1) (1999), 1-16
18 Qliver, C., Holzinger, I., The Effectiveness ofraegic Political Management: A Dynamic Capabititie
Framework.The Academy of Management Review, 33(2) (2008), 496-520.
¥ Bayne, N. and Woolcock, S, (eds). (2007).The neanemic diplomacy, Ashgate Publishing, Hampshire,
England, p. 4)
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Further, non-state actors such as NGOs that aragedgin economic activities internationally
are also players in economic diplom&cy

According to Berridge and James, state economiomi@cy is concerned with economic
policy questions, including the work of delegatidasconferences sponsored by bodies such as
the WTO and include diplomacy which employs ecoromasources, either as rewards or
sanctions, in pursuit of a particular foreign pplishjective” also as a part of the definitith.
Rana defines economic diplomacy as the processighravhich countries tackle the outside
world, to maximize their national gain in all thelfls of activity including trade, investment and
other forms of economically beneficial exchangekere they enjoy comparative advantage.; it
has bilateral, regional and multilateral dimensja@ch of which is importart.

Today’'s international political and economic stageesents and recognizes new
diplomatic actors such as multilateral organizagjomNGOs, international businesses and
international interest groups. Additionally, LeedaRuef® state that public actors like nation-
states and private actors like businesses operatinglomestic, regional and systemic
environments to satisfy both public and privatedse€ollaboration between public and private
actors using diplomatic means for commercial pubhd private objectives is not new. Trade
and aspects of diplomacy have helped to turn eafilons into great economic powers. They
have been closely related, from the time of the dgesamians employing trade as an aspect of
diplomacy and the Romans using trade to spread ¢héure beyond the borders of the Roman

Empire to medieval times when English trade with @erman Hanseatic League was supported

%0 |bid: 3-4
“ Berridge, G.R. and James, A.. A dictionary of dipacy, Palgrave Macmillan, (2003), 91
% Rana, S. K. (2007). Economic diplomacy: the experé of developing states, In: Bayne, N. and Wakc8,
(eds). (2007).The new economic diplomacy, Ashgatdighing, Hampshire, England, p. .201
% Lee, D., and Ruel, H., Introduction: CommerciapPmacy and International Business: Merging Intéomel
Business and International Relations. AdvancedeSén Management, 9, (2012)xiii-Xix.
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by continuous diplomatic bargaining. More recentihe Dutch established an embassy in China
in 1655 with the specific purpose to improve tratte.summary, economic diplomacy as a
phenomenon has been around for some time, anatiejst as such is not néf.

Successful economic diplomacy gains access to newkats and serves the home
country economy, and the idea that successfulnateEmal business is just a matter of a clear
business strategy and good business managemeaaivésand outdated. International business is
conducted together with governments and internatiand societal organizatiorfSAs the work
of a network of public and private actors who managmmercial relations using diplomatic
channels and processes, economic diplomacy combheemterests of both government and
business by highlighting new markets and investnogmortunities. In addition, it focuses on
business support and promotion rather than econ@sies, and as such, it entails more than

trade and export promotion.

1.4.2 The Relationship between Diplomacy and Inteational Business

Diplomacy as such is not new of course, but briggiiplomacy as a concept to the field of

international business is. It is high time for mi&ional business scholars and practitioners to
fully recognize diplomacy as a concept, although ldtter may have used the term diplomacy
already colloquially. Diplomacy to gain foreign rkaet access and expansion, diplomacy to get
foreign firms investing in your home country, arastl but not least, diplomacy executed by

businesses and business leaders to deal with foregyket environments, something that is

24 Ruél, H.J.M., Visser, R.. An exploration of comuiat diplomacy as a set of facilities to suppoteinational
business to and from emergent markéisropean International Business Academy 2013, December 12-14. Bremen
(2013)
% Muldoon, J. P. J. The Diplomacy of Busind3iplomacy and Satecraft, 16(2005), 341-359
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crucial for survival in today’s global business #amment?® Diplomacy may be a key word and
the additional explanation for international busmeuccess or failure.

However, as more countries around the world ar#ifgetheir acts together’ regarding
their economic diplomacy, and as the internatidnainess environment is highly dynamic and
rapidly evolving, it is high time to professionaizommercial and business diplomacy and keep
on innovating policies, practices, its organizatiand instruments at the international, national,
and sub-nationdl’ International business needs diplomacy and dipiiereapabilities in order to
operate successfully, provided either by ‘classidgllomatic actors such as governments or by
international businesses themselves that are rggartiore and more to claim a position as
diplomatic actor$® For example: government representatives collalmgratvith national
business leaders to gain access to or expand inforeign markets and international business
leaders working on their diplomatic capabilitiesbtald relationships with foreign governments
and NGOs and other stakeholders.

Economic diplomacy represents predominantly a gowent-driven approach to use the
network of government and business representatov@somote home country business abroad
using diplomatic channels and processes. Busingésnthcy, a relatively new term, can be
defined as an international business-driven appro@a®duild and maintain positive relationships
with foreign government representatives and noreguwent stakeholdef8. The study will

concentrate on ‘economic diplomacy’ and discusdatails in the next chapters the importance

% Freixanet, J.. Export Promotion Programs: Theipdot on Companies’ Internationalization Performaane
Competitivenesdnternational Business Review, 21(6) (2012), 1065-1086.
" |bid: 1064
% | ee, D., and Ruel, H., Introduction: CommerciapPmacy and International Business: Merging Intéomel
Business and International RelatioAdvanced Seriesin Management, 9, (2012), Xiii-xix
? Richardson, C., Yamin, M., and Sinkovics, R.R &gDriven Clusters, Interfirm Interactions and Firm
Internationalisation: Some Insights from MalaysidMsiltimedia Super Corridor. International Busind®sview,
21(5) (2012).: 794-805.

11



of doing international business in the global ecopgarticularly in understanding and being
able to deal with the interwoven nature of thenmé¢ional economy and international relations,
and thus of international business and diplomacy.

There are a number of reasons why public and griaetors together can and should lead
economic diplomacy in new and unfamiliar marketd ase diplomatic means and channels for
commercial reasons. First, diplomatic networks gateeeconomic intelligence that would have
otherwise been unavailable. Second, diplomatioities are usually more visible in the media
and may thus draw attention (marketing) at a nethiti low cost. Third, diplomatic networks
usually have easier and influential access to hegh} contacts than most businesses do
individually, especially small and medium-sizedrfs. Fourth, diplomatic networks have a high
‘trust factor’ and that makes it easier to attréareign direct investment. Fifth, intelligence
gathered by foreign missions and diplomatic netwaskcentralized, and this creates efficiencies
for the sector; it keeps businesses from reinvgritie whee?.

As the international business environment is bengnmcreasingly complex and global
due to the rise of emerging economies, businessesfared with many challenges in
international trade and barriers in benefittingrirthe potential foreign markets have to offer. As
a response, many governments have created a setwées, though differing significantly in
professionalism and involving business actors, dimat supporting businesses in

internationalization that have seen a steady iseréause”

%Ruel, H.J.M., and Visser, R.. Commercial Diplosnas Corporate Entrepreneurs: Explaining Role Bieh&om
an Institutional Perspectivinternational Journal of Diplomacy and Economy, 1(1) (2012): 42-79.
3l Richardson, C., Yamin, M.,and Sinkovics, R.R.i@®elriven clusters, Interfirm Interactions and rfir
Internationalisation: Some Insights from Malaysidsiltimedia Super Corridorinternational Business Review,
21(5) (2012): 794-805
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The ‘need to expand and develop economic diplonseil the more important’ for four
reasons’ First, advanced economies’ future prosperity ddpen a significant extent on how
successful advanced economies internationalizehdurt Second, emerging markets drive
businesses from Western countries to venture intmawn territories where high-tech exports
and innovations need to be marketed to maintainath@ntage that Western businesses have.
Third, many emerging markets are controlled to aswmerable extent by their governments.
Fourth, emerging market enterprises enter develaggmmhomies as well as other emerging
markets. Governments and businesses in developetbmees are observing this with mixed

feelings.

1.5 Justification of the Study

In most emerging economies governments play a dammhiaconomic role and are more often
owners of businesses than in advanced economge-&tned enterprises (SOES) are a common
phenomenon in emerging economies. Doing busina$semerging economy multinationals and
in emerging economies means dealing with governsniennany cases. This type of capitalism is
often referred to as ‘state capitalism’, as anra#téve to liberal capitalisfi Furthermore,
emerging economy multinationals do have intang#sisets that traditional multinationals (read:
advanced economy multinationals) do not possesssélhew multinationals seem to apply an
accelerated internationalization speed, have stoapgbilities for dealing with unstable political
environments, follow a so-called dual expansiorhgathich means simultaneously entering into

developed and developing countries), and haveladriganizational adaptability.

32| ee and Ruel, (2012) Introduction: Commercial Bipacy and International Business, op cit, : xiv
33 Economist, The (2012). The rise of state capitaliSpecial Report, January 2012
3 Guillon, M. F., and Garcia-Canal, E. The Americhtodel of the Multinational Firm and the “New”
Multinationals from Emerging Economiekhe Academy of Management Perspectives, 23(2) (2009), 23-35
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In order to successfully adjust and benefit frons lobal economic power shift, it is
crucial to realize that in the coming decade, daiigrnational business in the global economy
will be more a matter of understanding and beinlg &b deal with the interwoven nature of the
international economy and international relatiomsi}d thus of international business and
diplomacy. Economic diplomacy and its activitiesergpf can only thrive in diplomatic
capabilities that enhance these activities. Thpkdiatic missions and their representatives need
to work in partnership with the national businessacaitives to gain access to or inflate in new
foreign markets as well as the leaders in the mat&wnal business arena working on their
diplomatic capabilities so as to build relationshigvith foreign governments and other
stakeholders.

In this regard the study seeks to explore the fattigities that diplomatic offices and the
representatives have in carrying the economic thply activities and examining the challenges
and opportunities given the rapid globalizationexsp and interests in economic integration.
Economic diplomacy is therefore key and the add#icexplanation for international business
success or failure is as well important. Howeverere countries around the world are ‘getting
their acts together’ regarding their economic dipday, and as the international business
environment is highly dynamic and rapidly evolvingjs high time to further professionalize
commercial and business diplomacy and keep on atimay its policies, practices, its
organization, and instruments, as will be recomrednih later chapters of the study, for the

Kenyan case.
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1.6 Theoretical Framework

The theories of international business: mercaniiliabsolute advantage, comparative and factor
proportions theory, seem to best fit in the undemding of the phenomena of economic
diplomacy. The theory of mercantilism states thatwealth of a nation depends on its reserve of
precious metals such as gold and silver. It furitates that nation should accumulate financial
wealth by encouraging exports and discouraging ispd This is achieved through trade
surpluses, government intervention and colonizatidnade surplus is achieved through
maximizing exports through subsidies and minimizingports through tariffs and quotas.
Economic diplomacy helps propagate this theoryudhoco-operation with friendly countries to
promote trade between them.

The theory of absolute advantage suggests thatir@rgowith absolute advantage is able
to produce a product more efficiently than any otieion using the fewer amount of resources.
A country should therefore engage in productioranfl export of goods that it has absolute
advantage to produce and import the goods it cgmmatuce economically thereby encouraging
international trade between countries which is pt@En by economic diplomac$.Comparative
advantage theory suggests that a country shoutdadize in producing those products that it can
produce most efficiently while importing productsan produce relatively less efficiently from
other nationg’ Economic diplomacy highlights the government'paessibility of expansion of
socially beneficial international trade venturesvilgrking with diplomatic missions to support

home country’s business through promotion of innesits.

% Hill, C., International Business: Competing in the Global Marketplace. (8th ed.). (Mc-Graw-Hill Companies:
New York, 2010)
% Hill, C., International Business: Competing in the Global Marketplace (3rd ed.). (McGraw-Hill Companies: New
York, 2001)
% |bid
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For the theory of factor proportions, a nation sticexport products to a nation where
resources to produce them are in short supply ambrit products from where resources are
abundanf® The factors of production include land, labor,ita@nd entrepreneurship. Countries
exporting different items will engage in businessas to acquire the required items therefore
diplomacy helps promote international business. fheeries of international business provide
ways in which missions around the world can udeelp promote international trade.

Missions can also increase exports by offering isligss to exporters. Missions can also
discourage imports by charging quotas and tariffis will increase the cost of doing business
for the importers thereby discouraging imports frother countries. The theory of absolute
advantage calls for commercial diplomats to enageiexport of products that use relatively less
resources and importation of goods to home counthiat are produced more cheaply abrSad.
Finally, through the factor proportions theory coermial diplomats can seek foreign investors
who are willing to invest in the home country whé&bor may be cheap and afterwards export
the goods to other countries where labor may baycdhe research therefore uses the theory of
comparative advantage over the other two (mereésmtidnd theory of factor proportions).

The implication of the theory of comparative adea# is that all countries will benefit
from trading with each other regardless of how weellowed they are in labor, capital and land,
and regardless of how efficiently they can prodaicy particular good. The key to securing these
mutual gains from trade is for all countries togpkze as much as possible in the production of
those products in which their efficiency and cadtantages are greatest. The idea, then, is that

countries should devote as much of their nationdbements (labor, capital, land) as they can

3 Obstfeld, M. and Krugman, P. (2009), Internatioiadonomics: Theory and Policy. 8th Ed., Pearson
International: London.
39 Workneh, A., African Commercial Diplomacy and &allenges in the Context of Globalizatidnternational
Journal of Diplomacy and Economy, Vol.1, N0.2(2012), pp.177-192
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to those things they do best. All countries shayddcialize in the thing they make the best, and
then we can all buy one another’s best product. Shdy will use the theory of comparative
advantage, to encourage diplomats to export hornatgoproducts produced more efficiently
locally by sourcing markets for them and importatiof products produced more efficiently
abroad. The theory proposes free trade which bradgsut increased world production by
opening up a nation to unrestricted free trade é&etimulating economic growth which leads to
all-round gains from trade, thus becoming the nmsferable than the other two. Though
through the theory of mercantilism and factors mfdoction , commercial diplomats can source
markets for products from their home country heeeouraging exports, however they do not
exploit the opportunities of free trade which ay ke economic integration (for this study).

Without this trade benefits are bound to be limiteah all rounded.

1.7 Hypothesis
The study will test the following research hypothes
1. Examine the roles of diplomatic missions in effegteconomic diplomacy and economic
integration
2. Analyze the challenges faced by diplomatic missiarfacilitating commercial business
3. The importance of professionalizing economic dipdagand economic integration for

maximum trade benefits
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Ho1 Diplomatic missions play important roles in ashing effective economic diplomacy
and economic integration.

Ho2 Incompetent diplomatic missions hinder successfueign policy coordination and
projection that promote economic diplomacy and eauin integration

Hos Professionalizing economic diplomacy in diplomatiissions maximizes trade benefits

1.8 Research Methodology

In order to explore the research objectives, thdyswill conduct an analytical study in the form

of a single-case study. Conducting a case studyeofya enables the study to look at a large
number of variables and identify causal mechanigarsn-depth understanding of the case and
its contextual variables, which statistical studi@é to capture. In this study, the geographical
entity known as Kenya is thus the unit of analy$hss study will rely on both secondary sources
of data — books, journals, internet sources, ah@roivritten material on the roles of Kenyan

diplomatic missions, as well as primary data.

The study will explore the research methodology ih@imed at addressing the research
objectives and questions. The study sample andumshts for the study will draw data from
both primary and secondary sources of informatiBnimary data will be derived from
interactive interviews with the personnel from Nimy of Foreign Affairs located in Kenya and
administration of electronic questionnaires tofstaKenyan diplomatic missions abroad.

This study will therefore draw from both primarydasecondary data sourced from a
collection and review of published and unpublishedterial, journals, academic papers and

periodicals, interviews and questionnaires. Thegeh& taken through intensive and critical
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analysis of the study of role of Kenyan Diplomatigssions abroad in effecting economic

diplomacy and economic integration.

1.9 Chapter Outline

This study will consist of five chapters outlineeldw.

Chapter 1. Introduction to the Study

Chapter 2: The Role of Kenyan Diplomatic missions in Econordiplomacy and Economic
Integration

Chapter 3: Analysis of the Opportunities and Challenges Eoaicadiplomacy and Economic
Integration

Chapter 4: Enhancing performance of Kenya'’s diplomatic missiok case of EAC

Chapter 5: Conclusion
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CHAPTER TWO
THE ROLE OF KENYAN DIPLOMATIC MISSIONS IN ECONOMIC

DIPLOMACY AND ECONOMIC INTEGRATION

2.1 INTRODUCTION

In the contemporary world, many foreign ministrége confronted with a wide variety of subject
matters beyond their conventional span of conffbls is, among others, due to the increasing
economic and political globalization processes making place in the world that have a
profound impact on the organizational aspects efftreign ministry of a country. Currently,
many foreign ministries have adapted to these rapahges by organizing themselves on both
geographical and functional lines, also in confdymwvith their respective countries’ needs. For
example, the Kenyan foreign ministry has reorgahibe international and regional directorates,
in alignment to the Kenyan foreign policy of prdjag and pursuing its national interests, be it
economic or even cultural. The foreign offices a&mel sending ministry have undergone reforms
in their organization to cope with the new politiead economical challenges. As discussed in
the prior chapter, many developing and developadities are generally keen that a foreign
ministry needs both area specialists and expertisnictional issues like economics, energy and
the environment, particularly tailored to their owational development. This chapter discusses
the role of the foreign offices in projecting andrfuing Kenya’'s economic interests both

internationally and regionally.
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2.2 Role of Foreign Office in Coordinating Embassgand High Commissions

Economic diplomacy as an instrument of foreign @es demands a comprehensive approach
when conducted by the Ministry of Foreign AffaifdKA). In doing so, it should be clearly
understood that foreign policy making as a prodssabout shaping the implicit or explicit
definition of a country’s interest; thus economipldmacy is all about promoting the economic
interests of a countrf. Although the basic orientation of a country’s fgre policy is not
discussed in this project, it is worthwhile to uretand the values, attitudes and perceptions from
a historical perspective and circumstances. Thisheilp in explaining the current structure of
the state and the system of the governance ofdbetiy concerned and its defined domestic
politics.

The origin of establishing an office to coordinaied monitor the work of embassies
abroad stems from the 15th Century when the Frifinistry of External Affairs was known as
Quai d'Orsay. Every MFA is categorized into two masections: the territorial divisions
handling bilateral affairs and the functional diwiss capturing specific tasks, such as
administration, multilateral affairs, protocol, cutar affairs’’ Over time, foreign ministries
have gained new responsibilities and have shareddmain of international relations with other
agencies. In this respect, foreign ministries a#rothe world are constantly involved in the
complexities of change and reform processes to rgredictable and volatile international
environmenf? As described by Rana, the foreign ministry togethi¢h its working arms, such

as the embassies, permanent missions and consisatesharge of handling external relations,

0 Naseer Mohamed, Ali, The diplomacy of Micro-stat@scussion Papers in Diplomacy, Netherlands tunstiof
International Relations, Clingendael
*l Rana, Kishan S., Foreign Ministries: Change anidi®e Working Paper: November 2005; Challenges for
Foreign Ministries: Managing Diplomatic Networksda@ptimising Value; International Conference, Gendvay
31- June 1, 2006.
2 Summary of discussion: ‘Challenges for Foreign itites’, Geneva, 2006
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but as Hocking notes, the MFA is no longer the égatper of external affairs; it cannot ask
other agencies to use it as exclusive foreign auizannef?

Although, the important assumption still is thag¢ thFA is the primary actor in world
politics. During a conference held in Geneva in@00was mentioned that the 18 Summary of
discussion: ‘Challenges for Foreign Ministries’,rega, 2006 XXIIl nature of the MFA as an
organization should be recognized in the distirc@wnvironments where it is located; a critical
factor remains the changing nature of the inteomafi systemic agenda. In relation to its
closeness with the state sovereignty and the iatemal environment it should be noted that the
impact on the foreign policy of a state is tremamgjat least in the way it should cope with the
processes of globalization and regionalizafibThe organizational structure of the MFA is
challenged by these phenomena and demands chathgefarm of each foreign ministry; it has
to keep in touch with all aspects of foreign polayd be up-to-date with all significant global

events.

2.3 Role of Embassies and Consulates in Economicplimacy

All countries now treat economic promotion as ahhpgiority. Many entrust this work to the
diplomatic service, while others handle it excledyvthrough specialist commercial services, or
‘trade commissioner$® We believe that detachment of commercial from ottiglomatic work
sometimes reduces attention to investment mohidizatnd country promotion; one also misses

the cross-connections of integrated diplomacy. @ws that do not practice ‘integrated

*3Rana, Kishan S., Foreign Ministries: Change anidi®e Working Paper: November 2005; Challenges for
Foreign Ministries: Managing Diplomatic Networksda@ptimising Value; International Conference, Gendvay
31- June 1, 2006.
“4 Challenges for Foreign Ministries: Managing Dipkatin Networks and Optimising Value; International
Conference, Geneva, May 31- June 1 2006.
** lbid
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diplomacy’, nevertheless link economic and politiserk at the apex, giving the ambassador
overall charge. No one has analyzed if entrustiolitigal, economic and all other diplomatic
tasks to one single set of officials, who rotatéween these jobs, works better than having
specialists for each work area. For one thing,nmalk establishments this separation just isn't
workable. Similarly, in small embassies, where ambassador may have only one or two
diplomats assisting him, everyone pitches in todtarthe full range activities, including
consular, cultural, information, and diaspora catfre tasks, besides political and economic
work. The US diplomatic service has five speciaizeones’ within which officials work, and
two of these are political and economic affairsnd & has a separate commercial service. The
US is virtually unique in operating such sub-sewiamong state department officials; Australia
has a separate commercial cadre and a consuléres&rv

Until about 30 years ago, a majority of countiesl separate commercial services for
external economic work, but the trend has beennfegration with other diplomatic tasks. A
major exception is the US, which has a separaten@eial Service that operates under the US
Commerce Department, but at the level of the anatlssthe work is fully integrated.Many
European diplomatic services ran such sub-cadrés apout the 1950s, but thereafter shifted to
a single service handling the full range of tasks;ept that some such as the Germans have

specialists from their Economics Ministry to handt®nomic work?®

6 Rana, Kishan S., Foreign Ministries: Change anidi®e Working Paper: November 2005; Challenges for
Foreign Ministries: Managing Diplomatic Networksda@ptimising Value; International Conference, Gendvay
31- June 1, 2006
4; Barston, R.P., Modern Diplomacy. Second Editiabongman, London and New York, 1997.
*® |bid
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2.3.1 Trade Promotion

A high economic priority for virtually every coumtis export promotion. While facilitating the
expansion of existing export product lines is amiobs concentration area, it is in the promotion
of new export products and the exploitation of maarkets that embassies can provide special
help to home enterprises. For developing countikes Kenya, external markets pose several
kinds of problems. First, home exporters do notvkiibe basic environment in foreign states,
and do not have the capacity to invest in explomtmuch less pay consultants to advise them
on entry strategies.

Associations of exporters at home confront a likebfem, though on paper they should
be able to carry out market surveys and the likexo8d, foreign regulations on safety and
environmental standards, and other norms laid doyymotential markets are little understood by
home exporters, and pose real nontariff barrierSB$ to entry. Third, home exporters lack
credibility with potential foreign customers, anhist becomes a chicken-and-egg syndrome,
making it difficult to break this cycle of unfamaliity. In such situations, the diplomatic mission
engaged with commercial promotion has its workautt The simple kind of things it needs to
do include informing home business associations gmlividual enterprises on the basic
economic conditions in the target courftty.

This is a useful first step, and connects with padolg sector-specific guides for home
exporters; commercial officials are seldom welirteal in such tasks — and clearly this should be
a priority in training programmes — but it is pddsito learn on the job, and the very act of

undertaking such tasks becomes a learning pro€assinvolves: Consular work which is often

9 Rana, Kishan S., Foreign Ministries: Change anidi®e Working Paper: November 2005; Challenges for
Foreign Ministries: Managing Diplomatic Networksda@ptimising Value; International Conference, Gendvay
31- June 1, 2006
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seen as routine, also throws up business oppadsiranalyzing the potential markets for the
home country — A simple method is to match the expasket of one’s country with the import
basket of the target country; this identifies tloéeptial, more so when it is matched with actual
exports from home to that mark8tNext, one needs to identify the potential compegitand
analyze their products that reach that market. Phatides clear indication of the areas where
one might concentrate, provided the price and atbaditions are suitable. The consular office
is in parallel, contact has to be established wighimporters of the selected products or services,
and sensitize them on what the home country miffat e Often, this involves persuading them
to visit the home country; it also helps to putgmtial importers in contact with existing local
importers of other products, to overcome poteihtésitation and other obstacles.

Visits by business delegations are a key methodefgrort promotion and for FDI
mobilization such visits can transform the peraaptof key decision-makers. The embassy’'s
professionalism is visible in the way such visit® glanned; the effort to create a broad
catchment of potential business partners eventaalfsows down to a handful, for first business
contacts and trial orders. It is the one-to-onetinge that lead to business, and this hinges on
effective ‘matchmaking’ between the buyer and sel@n the other hand, when the exporter
from home has built up business contacts, and ainexpanding business, the task is in many
ways easier, in that the home exporter has alr@aggod handle on his prospects, and needs
little more than marginal or incremental help fréme embassy?

In a bilateral relationship, each country take® adrits own export promotion. While this

cannot be a high priority, it is useful to rememttet there exists a duality in commerce, the fact

% bid
*L parreira,Pedro Conceigéo, Some considerations #imstate of the art of the “new economic diployia
Challenges for Foreign Ministries: Managing Dipldio&etworks and Optimising Value; International
Conference, Geneva, May 31- June 1 2006.http:/mdipomacy.edu/Conferences/MFA/papers/parreira.pdf;
downloaded on 19 August 2006.
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that countries are both exporters and importersisTielping with trade on a total basis makes
good sense. That applies particularly to problefaisg, that is, in relation to helping business
partners to resolve trade disputé€conomic relations cannot advance if businessneenad
have confidence in one another’s capacity to ovaecproblems as they come up, in the normal
process of trade.

Embassy tasks include cultivating business chambads industry associations on a
permanent, ongoing basis is essential, especidignwocal companies are unfamiliar with the
partner in an investor role. Embassies can fatglitaisits by business and eco-political
delegations from the target country. The lattereesglly includes visits of delegations led by
ministers and local or provincial leaders, who vémsquently now take with them business
delegations. It is not sufficient to say that timebassy of the counterpart country will take care
of such visits; the embassy’s contacts and cretitsiinge on how effectively it supports such
visits and smoothens their path. Even more thathencase of trade, investors are attracted by
‘success stories’ the more when they are narratdaonest terms by other foreign investors.
Everyone expects the country seeking FDI, bednanhvestment-promotion seminar or at a large
business conference, to say good things about lloee country. It is the narratives from other
investors that are listened to with special atwetf The embassy should invest effort into
searching out such exemplars, and bringing thenbaard in their investment mobilization
efforts.

Embassies can also play a key role in improving ‘mnversion rate’ between

investments that are approved by home authoriéied, those that are typically implemented.

52 i
Ibid
*3 Naseer Mohamed, Ali, The diplomacy of Micro-stat@scussion Papers in Diplomacy, Netherlands tunstiof
International Relations, Clingendael
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Part of the reason for this gap between the twtha even after approval, some foreign
companies take time to move forward with the invesit project; some projects are abandoned
if business plans change. India has found thatregst the actual conversion or implementation
rate has been as low as 30 percent. The esseldrakmt is for the embassy to be in the
information loop from the outset, when projectsadfertain size are approved at home. In many
countries, this simply does not happen, and iars$ gf the hiatus between the MFA’s system and
the other branches of governméhts economic development moves forward, countries t
were primarily recipients of FDI slowly morph inéxporters of capital, venturing out to external
markets with their own FDI. To start with, develogicountries tend to focus on countries less

developed than their own.

2.3.2 Technology Acquisition

This is an understated area of promotional activitt because it is unimportant, but rather due
to the fact that it is usually the principals, ilee enterprises seeking or selling their technplog
that are in the best position to know their extemarket, and diplomatic missions are usually
not in a position to do more than setting up anbkng environment, or to help resolve
problems. Usually, technology comes in with FD& but in some cases a foreign partner
prefers a lower form of collaboration, the techiggior licensing agreement. This can be a major

vehicle of partnership, and sometimes serves aslade to financial investments.

* parreira, Pedro Conceicdo, Some considerationst &b state of the art of the “new economic dipiogi.
Challenges for Foreign Ministries: Managing Dipldio&etworks and Optimising Value; International
Conference, Geneva, May 31- June 1 2006.http:/mdipomacy.edu/Conferences/MFA/papers/parreira.pdf;
downloaded on 19 August 2006.
*° Ibid
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2.4 Building Partnerships with Economic Diplomacy Ators
According to Bayne there are three major driverstaday’s commercial and economic
diplomacy?® These are between: political and economic isse&se and non-state actors
(NSAs); and public and private entities. Theseaan®ng the connections that drive the manner
in which economic diplomacy is practiced on theugid. Most of the activities sketched above
entail extensive interactions between the offidi@lomatic establishment and non-state actors,
both abroad and at home. Abroad, the non-stategrarinclude: business associations, plus
enterprises that are engaged in economic interegtibink tanks, universities, and institutes, not
to forget business schools; media institutionsal@ssociations that have connections with the
home country, including groups of returned studemd friendship associations; members of
eminent-person groups and other friends, and iecetiny organization that has the will and
capacity to help. At home, the same spectrum ofitage available. Furthermore, the very act of
engaging such actors opens up prospects for thesaylio widen its connections, and work
with them as much for economic as for other adgsitAll too often, it is the cross-connections
between actors helping outside their main actieasrthat produce that synergy on which
building bilateral relationships today hing&s.

The Diaspora can be a key associate in economiondgey, as some of the essays, and
the personal experience of most diplomats bearsliodhe countries where they are present in
large numbers, this is self-evident. Even in fonetgpitals where only a handful of local resident

compatriots are to be found, they are partnershofce, for the local knowledge they possess,

% Nicholas Bayne, and Stephen Woolcock, The New Baon Diplomacy: Decision Making and Negotiation in
International Economic Relations, 2nd edition (Astieg London, 2007)
*" parreira,Pedro Conceigédo, Some considerations #imstate of the art of the “new economic diployia
Challenges for Foreign Ministries: Managing Dipldio&etworks and Optimising Value; International
Conference, Geneva, May 31- June 1 2006.http:/mdipomacy.edu/Conferences/MFA/papers/parreira.pdf;
downloaded on 19 August 2006
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and the leads they can provide in relation to ojymities, be it in the economic, cultural, or even
the political arena. Economic diplomacy connectssely with the country brand, because a
country’s trade and investment destination prdiieéh contributes to, and is influenced by the
reputation that the country enjoys internationafForeign ministries and their agents, the
network of embassies, are directly concerned wiiis. tlt is another matter that in many
developing countries a ‘whole of government’ apptoaither does not exist, or is under
evolution. Image-building takes many forms, and ksoespecially well when it takes the shape

of ‘PPPs’.

2.5 The Role of Foreign Policy in Advancing Kenya’€ommercial Interests

The Republic of Kenya is the regional hub for trashel finance in East Africa. Its economy,
however, is constrained by effects of corruptiod an overdependence on low-priced primary
agricultural goods in world market$.ts foreign policy is actively directed toward thegion
through economic diplomacy in pursuit of its donesievelopment goals. As set out in Kenya
Vision 2030: a Globally Competitive and Prosper@asintry (‘Vision 2030’), the country seeks
to achieve those targets within the next 18 y&hihrough a comprehensive analysis of its
global competitiveness, Kenya has identified sipamant sectors to deliver the 10% annual
economic growth rate regarded as a central to dma@mic development policy. This has

necessitated co-operation with neighboring statesnbuld regional organizations into more

B ibid
9 CIA (Central Intelligence Agency), ‘Kenya’, in Tiworld Factbook. Washington: CIA, 2011.
https://www.cia.gov/library/publications/the-worfdetbook/geos/ke.html..
89 Kenya, Ministry of Planning and National Developthé/ision 2030: A Globally Competitive and Prospas
Country, Popular Version. Nairobi, 2007, http://wwigion2030.go.ke/ Popular%20Version.pdf.

29



viable economic blocs in an increasingly liberalormmic environment The country’s
susceptibility to political shocks, exemplified ppst-election violence in late 2007 and early
2008, is its main challenge. Kenya is headed fageaeral election in 2013 under a new
constitution that is being implemented by the auirfgrand coalition’ government.

Regional integration forms a major component of filreign policy and is pursued
through various regional initiatives, such as thestEAfrican Community (EAC); Common
Market for Eastern and Southern Africa (COMESA)riédn Caribbean and Pacific European
Union (ACP-EU), Intergovernmental Authority on Déygment (IGAD) and Indian Ocean Rim-
Association for Regional Cooperatifh. This position reflects realization that Kenya's
development is tied to that of its regional neiginsp as well as that of the global economic
system. Its regional initiatives are critical tor@’s economic diplomac¥’. As pointed out by
former secretary general of the EAC, Ambassadoraliiwapachu, Regional Economic
Communities (RECs) have become an increasinglyraldsi developmental path. Liberalized
trade is a major component of RECs and a key do¥@rvestment because an economic region
becomes attractive to investors only if its econaiigws free movement of goods and services;
the real motivation for trade, therefore, are lamggkets, which is why regional integration is of
such importance to Kenya.

RECs such as the EAC are working towards operrgglinternal markets governed by
free trade. It is only by generating such largenmal markets that a country such as Kenya can

attract the right kind of investments and attaireable markets for its products. The shared

®1 Kenya, Ministry for Information and Communicatidtenya Year Book 2010: A New Dawn for Kenya. Nairob
Kenya Year Book Editorial Board, 2010
%2 Kenya, Ministry of Planning and National Developthé/ision 2030: A Globally Competitive and Prospas
gountry, Popular Version. Nairobi, 2007, http://wwigion2030.go.ke/ Popular%20Version.pdf.
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64 Zarro A, ‘Back to the Future: SID President Amlzaks Juma V. Mwapachu interviewed’,
http://www.sidint.net/content/back-future-sid-piit-amb-juma-v-mwapachu-interviewed
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frontiers of states in the region, their culturkiirgty; common colonial history; interdependence;
and a potential market of close to 130 million deppgogether make the EAC a feasible
schemé&® More recent developments aside, East African c@mmtare also committed to
integration through their agreements under the 1983os Plan of Action for the Economic
Development of Africa 1980-2000. Other drivers unld the example of integration by the EU
and the re-emergence of South Africa as a possdiénental economic hegemony, against the
background of the declining fortunes of East Afrie@onomies, particularly that of Ken$a.
Compared with its neighbours, Kenya enjoyed a gieal of political stability prior to
the violence that followed the 2007 elections, aationals from the region came to view Kenya
as a safe haven from different forms or degreasstébility in their own countrie¥. Kenya has
participated in prominent regional diplomatic iattves and provided leadership in solving
regional conflicts, as it did during the Sudan gepwmocess that culminated in the formation of
the new state of South Sudan and the establishofientransitional national government — later
the transitional federal government — in Somaliae Tountry also has high diplomatic standing
arising from its hosting some of the largest dipddicy missions and international agencies in
sub-Saharan Africa,14 while maintaining a modepatdgile in international politics by adopting
a posture of ‘silent diplomacy’. In most internai& controversies or crises, Kenya employs a
‘wait and see’ posture in accordance with its pples of non-interference in the internal affairs
of other state&® Although the need for it to assume an overtly heggic position in the region

is routine speculation in media and academic @rdlee government instead opts for friendly

% Akech J, ‘The East African Community: Miracle oirke?’ in East African Scenarios Project, Research
g:eompendium and its Discontents’, Journal of Mod&inican Studies 43, 3, pp. 367-392
Ibid
67 Society for International Development (SID), N&irc2007, pp. 86—-87. Akech cites Alden C & M Sof@quth
Africa’s Economic Relations With Africa: Hegemony
%8 |bid
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relations to promote the expansion of its businetyests across the region;16 a stance taken
especially since the increased involvement of theape sector under the national economic
recovery strategy (ERS) reforms for Employment &kdalth Creation of 2003—2007. This
friendly posture has been aimed mainly at assuagegsistent fears attending negative
sentiments — particularly from Tanzania — towar@sya following the collapse of the original
EAC in 1977.

EAC stakeholders remain anxious over the failurgretious regional initiatives during
the early post- independence period, as a reswdnhainderlying pessimism widespread at that
time. According to Mugomba noted that previous gnéion initiatives took place at the height
of the Cold War; hence the collapse of 1977 caattibuted mainly to ideological differences:
the right- and left-wing ideological positions taket the time by Kenya and Tanzania
respectively and the ideological somersaults peréar by Uganda, that undermined unity of
purpose needed for the EAC to work. Mugomba alsotp@o a number of other factors that led
to the collapse: long harboured fears of one ordther partner; resentment by Kenya of the
need to ‘carry’ poorer members; longstanding se@irelations between Uganda and Tanzania
resulting from Tanzanian president Julius Nyererefusal to recognise Idi Amin’s regime;
markedly different foreign policy concerns and aawhes; and the concentration of foreign
capital in Kenya, the industrial and commercial r&€p which threatened to turn the two
‘peripheral’ states of Tanzania and Uganda intoneadc satellites and principle victims of

Kenyan ‘sub-imperialism*?

% Mugomba AT, Regional Organisations and African ematévelopment: The Collapse of the East African
((Z)ommunity, Journal of Modern African Studies, 16pg. 261-272.
0 lbid
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2.6 Other Actors

The 1963 constitution established foreign policyaasexecutive function under the office of the
president?’ the incumbent president thus bears overall respitibs for the function’? In
August 2010, however, Kenya adopted a new constituivhich maintains the presidential
system but establishes additional checks and bedamt executive power: their implementation,
along with other changes, will take place progredgithrough the passage of further legislative
measures over coming years.

It is anticipated that the conduct of foreign rielas will evolve as the constitutional
changes are implemented; nevertheless, duringréinsitional period the authority established
through the old constitution remains in force. 82003, however, parliament has made positive
strides in its own oversight role — a function enthed in the new constitution — and the
national assembly will now review executive budgetspointments and decisions relating to
foreign policy’* Traditionally, Kenya’s presidents have cultivaigersonal relationships with
individual African leaders that helped advance taion’s interests by enhancing Kenya’'s
prestige while achieving legitimacy for its actioiiie current president, Mwai Kibaki, is firm in
his emphasis on foreign policy as an essentialchgsgehe nation’s economic diplomacy, made
evident through his promotion of government prgeict the construction of developmental
infrastructure at local and regional level. Fortamee, President Kibaki's close working
relationship with the late Ethiopian premier MelB=nawi and President Salva Kiir of Southern

Sudan greatly advanced the $25 billion Lamu Parytl® Sudan, Ethiopia Transport (Lapsset)

"L MFA, at http://www.mfa.go.ke/index.php?option=carontent&view=article&id=55&Ite mid=57, accessed 24
October 2011.
2 personal interview, MFA, Nairobi, 27 July 2015.
73 i
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" Hanson S, ‘Understanding Kenya's Politics’, CFR(@cil on Foreign Relations), New York, 2008,
http://www.cfr.org/publication/15322/understandikgnyas_politics.html.
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corridor project. The country’s biggest post-indegence development scheme, Lapsset is a
combined highway, railway, oil pipeline and airgocbrridor stretching from Manda Bay, Lamu
on the Kenyan coast north of Mombasa, to Nakodoktten South Sudan border. When
completed, it will have the potential to directlifest the livelihoods of 166 million people in
Kenya, Ethiopia and South Sud&rThe ministry of foreign affairs (MFA), co-ordinatéoreign
policy under the direction of the president, in altation with other government ministries and
agencies in an advisory capacity, as complemengayticipants in the co-ordinated
implementation of foreign policy. Economic diplomryamvolves public and private sectors.
Government ministries, primarily the MFA; the Mitng of East African Community (MEAC);
and the Ministry of Trade (MoT), endeavour to hanise the conduct of economic diplomdgy.
The MEAC was formed in 2006 following an EAC surhmeécommendation for the
establishment of fully fledged ministries respoissitor EAC affairs’’ Before that, however, in
1998 the earnest of Kenya's intentions in the negi@ad been demonstrated through the
establishment of the Ministry of East African anégdtnal Cooperation, charged with co-
ordinating the affairs of the EAC, Comesa and IGAD 1999, that ministry’s functions were
relegated to a department within the ministry afrtem, trade and industry. Following the
election of President Kibaki in December 2002, urfdeesidential Circular No. 1/2003 (on the
‘organisation of government’), these functions weensferred to the MFA. In July 2004, the
Kibaki administration initiated the return of Easfrican affairs to full ministerial status and
established MEAC in 2006. The MFA provides ovefatkign policy direction and orientation

while the MEAC is responsible for official diplom@atngagement and co-ordination within the

S Abdullahi H, ‘Lamu Port Project’, Kenya News Aggnaittp://www.information.go.ke/index.
php?option=com_content&task=view&id=591..
® The MFA functions as the key office regardingeign policy. 46 Kenya, MEAC, Strategic Plan 200820
http://www.meac.go.ke, accessed 24 August 2012
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EAC.”® The MoT implements national trade policy at regioand international level.48 lts
mandate is executed through state agencies sutdhea&PC; Kenya Institute of Business
Training; the Business Premises Rent Tribunaljkéeya National Trading Corporation; Kenya
Wine Agencies Limited; the Industrial and Commedr&avelopment Corporation; the Export
Processing Zones Authority; and the Kenya Investrerthority (KIA). Lastly, a government
think tank, the National Economic and Social CouiESC), is charged with providing timely,
accurate and independent socio-economic advigapooive management of the econoffiy.
Private sector interests can be classified aserittomestic or regional. The main
domestic organizations include the Kenya Privatet@eAlliance, the Federation of Kenya
Employers and the Kenya Association of Manufactir@thers include the Kenya National
Chamber of Commerce and Industry, the Fresh ProMperters Association of Kenya and the
Kenya Flower Council. Regionally the main privagcter organizations include the Eastern
African Association, the East African Business GolUr{EABC) and the Association of
Professional Societies in East Africa (APSEATraditionally, Kenyan economic diplomacy has
mostly centred on export promotion. In this regdh@, government assists the private sector by
providing information about opportunities in worltarkets and giving specialized assistance in
the design and implementation of market programamessales campaigns abroad. The EPC is
the major agency in promoting Kenya’s exports.ntigndate is to co-ordinate and harmonizes
export development and promotion activities by g leadership to all national export
available in the country, promote trade and prangdconsular services to Kenyan nationals

abroad and citizens from the host country wishmgisit Kenya.

8personal interview, MEAC Kenya, Nairobi, 21 July180
9 A New Dawn for Kenya, op. cit., p. 763. 50 KenigT op. cit., p. 11; see also Kenya, MoT, Draft iaal
Trade Policy, 2010, http://www. trade.go.ke/imagesies/national_trade_policy_draft.pdf.
8 Kenya, MoT, Draft National Trade Policy, 2010 pttwww.
trade.go.ke/images/stories/national_trade_policyft.ghdf.

35



2.7 Kenya’s Enhancement of Economic Integration

The new constitution that seeks to improve the mfidaw, an increase in investment in
infrastructure through public finance, and governmeolicies fostering private sector
development, are set to improve the domestic basirenvironment. On the other hand,
deepening integration through the East African cammmarket has consolidated a single trading
and investment environment in which Kenyan firmsehaccess to a large integrated mafket.
Studies such as the analysis of trade policiesteemtls carried out by scholars such as Were
acknowledge that the high cost of trade has red#@ed/a’'s competitiveness in domestic and
international market¥’

The trade policy therefore has been identified las mhain instrument of economic
diplomacy because a deepening in regional integraéind bilateral trade agreements has
increased opportunities for Kenyan busin€sshe country is therefore keen to tap potential in
agriculture, manufacturing and the emerging senii@ustry, in order to become more
competitive in the region and the world. It seekaddress factors that hamper its progress, such
as poor policy co-ordination and implementation,essence laying out strategies that will
contribute to the pursuit of Vision 2030. Clearlyade is a major driver of growth and
development by creating markets for goods and &esyiit is also critical in poverty reduction
through employment creation in informal, retail,damholesale trade; and in providing
opportunities for access to favourable prices itermational markets to promote equitable
income distribution. In 2000, recognition of thefsetors resulted in a broad, draft National

Trade Policy (NTP) to address these needs and ispestment. Previously, trade policy

! 1pid
8 \Were et al., op. cit., p. 130
8 personal interview, MFA, Nairobi, 14 July 2015
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instruments were contained in different documentslaws administered by various institutions.
Among the new instruments were those affecting imh@od export management; taxation; trade
facilitation and promotion; licensing and registwat production and productivity; skills
development and labour laws affecting trade, irmest and privatization incentives,
government procurement, intellectual property sghtompetition and consumer protection,
financial services, ICT, trade in services, andegnance that included areas such as arbitration
and bankruptcy.

Key legislation that established these policy unstents include: the Local Government
Act and by-law; the Companies Act, the Customs d&ntise Act, the EAC Customs
Management Act, the Weights and Measures Act, tfaeld Descriptions Act, the Hotels and
Restaurant Licensing Act, the Investments Act, $tendards Act, the Environment Act, the
Industrial Property Act, the Liquor Licensing Aetnd various consumer protection acts among
many other trading law¥. The result of this diversity was ineffective pglico-ordination and
harmony in decision-making that in turn led to dwmtihg rules, regulations and practices. The
NTP was adopted in 2009 to create a consolidatddyp&ramework and an environment
conducive to facilitation of trade; analysing tramstraints; honouring multilateral and bilateral
trade commitments; and keeping up with internaiibeat practices in trading activitiés.

Despite the pursuit of an open trade policy, Kesyeade structure remains concentrated
in primary products and traditional markets, duelitoited capacity for adding value in
manufacturing and relatively underdeveloped intelisie and capital goods industries.

Horticulture, tea, coffee, apparel and clothingessories are Kenya's leading exports, together

8 Kenya, MoT op. cit., p. 11; see also Kenya, MoTafbNational Trade Policy, 2010, http://www.
grade.go.ke/images/stories/national_trade_poli(}yflqhdf.
® Ibid
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accounting for 49.7% of domestic earnifigdlevertheless, the country’s trade in non-tradilon

and manufactured goods is growing thanks to ineetastra-EAC transactions. Africa is the

largest destination for Kenyan exports, in paraagsult of EAC and COMESA. Though the
most developed and open by regional standards, &emyanufacturing output is nevertheless
inward-orientated, although those parts of it tingeregional markets show the most marked
increase in exports. Over the past five years thlernve of exports to African countries has
increased by $640 million from 2006 to 2011. Themsaf exports to EAC countries was greater

than all exports to Egypt, South Africa and the céghe continent combined.

2.7.1 Selected Cases of Kenya’s Involvement in Bidsal Economic Diplomacy

In the current Uhuru Kenyatta’s era, foreign r@as with China have continued from the pace
set by the previous government. In 2013, Kenya @mtha advanced their relations to a
comprehensive partnership and signed eight docwmenboost up the cooperation, as both
leaders met for the first time since they came offwe. The agreements covered several sectors
such as economic cooperation, the infrastructusmple-to-people exchanges, the finance,
environmental protection and the new energy.

Kenyatta clearly stated that Kenya is dedicatedetdizing industrialization as well as
improving people's livelihood. A key aspect is ¢arn from China's development, since the two
countries have similar historical experiences pliare visions. China became Kenya's largest
source of FDI and second largest economic partnedune 2013, China's cumulative direct
investment in Kenya already had reached $474 milliorth. Kenya, has indeed made an

important bond between China and the entire Afracal seeks to be to strengthen its friendship

8 Moscow, Embassy of the Republic of Kenya, ‘Econbmigp://www.en.kenemb.ru/economics. html, accds32
August 2015.
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with China. This will play a major role in promognAfrica’'s security, peace as well as
prosperity?’

Kenyatta's choice of Beijing, which has becomeduasntry's biggest economic engine,
speaks volumes about China's growing existence enyK. The potential of Kenya-China
cooperation, which is equally beneficial, is massikenya is one of the fastest developing states
in Africa and has strong growth in many sectorsstiyan industry and agriculture. This then
provides a good stage to developing further codiperdor the two states. For China, the
location in Kenya is very important in the Africaegion, wit Kenya having one of the best
airline companies in the African region. Coopermgtivith Kenya can facilitate Chinese investors
into entering a much bigger market in East Affita.

As Kenya continues to implement a “Look East” pplunderlined largely by economic
considerations, the shift in policy is built oretstrengthening of the existing ties with traditibn
partners like Japan. Japan is indeed Kenya's valeedlopment partner, and has been a major
source of investment and the largest donor of @sgie to Kenya. Owing to its strategic
significance in Japan’s diplomatic relations in tastern Africa as an entryway to the region,
Kenya has remained the largest recipient in Afo€#fficial Development Assistance (ODA)
from Japan since 1988.

Kenya relations with America have many aspectgirenfrom political, strategic to
economic. There are a number of events and polibeshave been an outcome to the gradual
development of a special kind of relationship betwehe US and Kenya. First, this can be

attributed to the remarkable granting of studesasiby the U.S. government to Kenyans to go to

¥ Interview: Ministry Foreign Affairs, 2015
% |nterview Ministry of Finance, 2015
* Interview: Ministry Foreign Affairs, 2015
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colleges and universities in the United States mieAica. The welcoming nature of the ‘Kenyan
children’ by the US government to study abroad foasa long time worn the hearts of the

Kenyan community. For example in the year 200122@number of 37,724 African students

enrolled in universities and colleges in the Unigdtes, with the Kenyan students comprising
7,097

For the US, Kenya, which shares common borders siates in the southern Horn of
African such as Sudan, Ethiopia, and Somalia, camnéss a rather stable state in a volatile and
violent African sub-region. The new current globahtext thus adds a aspect to the U.S.-Kenya
bilateral relationship in that the United States@dt definitely look to Kenya for improved
cooperation and assistance in its countering termyrand therefore the Kenyan government
turns to the United States for financial supportvadl as referral by the US to the international
financial institutions.

After independence, Kenyan foreign policy was araéreducing British influence and
settler control of the government and economy. ié& government continued Africanization
of sectors. The Trade Licensing Act of 1967 allowety Kenyan citizens to trade in non-urban
areas. However, the process of Africanization wasvexr in the government. Outside of the
economy, Britain was more proactive about protectits interests, namely in terms of its
military. Continued military cooperation in the forof training and joint exercises was
guaranteed in 1964 agreemetit&enya also allowed Great Britain to maintain arceé and
naval facilities. In return, the Kenyan air forcasvstocked with British and Canadian aircratft.

East African governments also called on Britistop® to protect their regimes against army

% Okoth, K 2003. ‘Kenya: What Role for Diaspora im2lopment?” Migration Information Source. Publidhy
the Migration Policy Institute, Washington, D.C..SJA

L Gitelson, SA 1977. ‘Policy Options for Small S&t&enya and Tanzania Reconsidered.’ Studies inp2oative
International Development 12, no. 2, pp. 29-57.
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mutinies in Tanganyika, Uganda, and Kenya in 1¥6Zhis mutually beneficial military

cooperation was only possible with continued godthetween the governments.

2.8 Kenya'’s Diplomacy for Economic and the Managenm of Foreign Policy

The extension of economic diplomacy on the whols had a positive effect on FDI
flows over the past few years. The Kenya Bureatatistics Foreign Investment Survey for
2010 shows an increase in Kenya's foreign lialeitirom about $4 million in 2007 to $5 million
in 2008. FDI increased by 21.5%, from roughly $.%3 billion, while FDI inflows fell to $500
million.?® In the same period the total stock of Kenya’s @imeents abroad declined by 35%,
from $7.2 billion to $4.7 billion. Europe accounttmt 69.7% of this and the EU, 67.1%. Asia,
America and Africa made up 18.5%, 6.2%, and 5.6%peetively. In 2008 Europe was the
source of 59.6% of FDI inflows (the EU accounting $6.6%) and East Asian countries 30.3%.
The manufacturing sector had the highest stockDifliabilities (28.4% of total). Private sector
external debt (PSED) increased by 39.4%, from $ill®&n at end—2007 to $2.3 billion by the
end of 2008. In 2008 the EAC region was the destindor 86.2% of Kenya'’s total stock of
FDI abroad

In support of export market development, the EPG beganized and facilitated
participation by Kenya's exhibitors in internatibn@ade fairs and exhibitions in Zambia,
Malawi, Tanzania, Uganda, Egypt, Rwanda, Sudan, d2eatic Republic of Congo, Zimbabwe,
Mozambique, China and the US. Such events conselidad expand business in existing

markets while helping product diversification fanproved access into emerging markets.

%> Meredith, M. The Fate of Africa: A History of Fiftyears of Independence. New York: PublicAffairé03.

9 KNBS (Kenya National Bureau of Statistics), Ecomm®urvey 2012. Nairobi: Government Printer, p..115
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Kenyan exhibitors could use the events to gaugedinepetitiveness of their products, appoint
agents and distributors, study consumer trendsdemdify joint venture opportunities.

Tourism has continued to perform well despite aasi problems. The government has
committed itself to an enabling environment inchglipromotions aimed at attracting tourists
from emerging economies. In 2011 earnings fromisourreached $1.1 billion, from $820
million in 2010. Despite security threats and ttaadvisories by foreign governments in 2011,
international visitor arrivals increased by 13.326m 1.6 million in 2010 to 1.8 million in 2011.
Over the same period the number of internationafezences rose from 254 to 309 and the
number of delegates attending local and internati@onferences grew by 6.6% and 9.9 %
respectively. Overall conference occupancy rosmfid.6% in 2010 to 12.6% in 2011, partly
due to the increase in local conferences in thierlgear. Nevertheless, the country’s diplomatic
resources require further change. Mbirimi points$ tat, African countries must embrace the
basic tenets of economic diplomacy when embarkmgiajor economic development.

For Kenya this involves setting targets; consulstekeholders; exploring the boundaries
of difficult issues in order to define ultimate tgtabjectives; researching agendas of negotiating
parties; and identifying future world economic smeos to assess their effect on its own
economy® This in turn requires review of the roles, initias and conduct of diplomacy; by
officers and government agencies, in the negotiaind advancement of the state’s interests. To
do this Mwagiru notes the importance in understagdhat there is a clear distinction between
the management of diplomatic services on the ond had foreign policy on the other. Both are

mainly administrative functions, but the formeralst dealing with the resources necessary for

95 i
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ensuring efficient implementation of foreign policwhereas the latter is concerned with
effective implementation of a strategy that faatkts external relations. The latter aspect requires
astute co-ordination of consultations and negatmivith different, interested parties such as
elected representatives, ministries, academia, N@&®@snedia and the public.

Kenya’s constitutional changes are in part aimedelaninating partisan political
considerations from the creation of ministries lmycing the amalgamation of ministries.
Nonetheless, comprehensive reforms are still nacgss deal with problems such as those
arising from ‘secondment’ of officers to other nsimies, which can cause friction and hamper
harmonious working relationships. The reforms sHoule revised to recognize the
interdependency of issudsAny restructuring should instigate the recruitmefitpersonnel
familiar not only with questions of internationacomomics but also with international
developments — diplomacy in the modern world rezpiirersatile actors capable of dealing with
a wide variety of issues. This knowledge shoulddeployed to attract inward investment

through growth-orientated external relations.

2.9 Conclusion

The development of an economic and commercial dipky agenda presents an opportunity for
creative imagination: to look to integration beyaheé Western formula; and seek solutions to
prevailing challenges within the region. The gehaina of Kenya'’s foreign policy is to maintain
peaceful co-existence with other nations; whilenppting regionalism. Kenya seeks integration

and co-operation as a way to advance its own ecmnprosperity within the framework of

" Saner R & Y Lichia, ‘International Economic Diplagy: Mutations in Post Modern Times’, Discussiopéta in
Diplomacy, Netherlands Institute of Internation@l&ions, The Hague,
http://www.clingendael.nl/publications/2003/2003016li_paper_dip_issue84.pdf.
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international co-operation and multilateralism. B@mic development through increased market
access and enhanced technology has become a lgitypAs seen in this chapter, Kenya is
increasingly investing in renewable energy to inverpower generation, so as to give small and
medium size enterprises (SMES) greater accesstirielty. It is also investing heavily in the
information, communication and technology sectohe Tconsequent chapter addresses the

opportunities and challenges of Kenya’s economptodnacy and economic
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CHAPTER THREE
THE OPPORTUNITIES AND CHALLENGES OF ECONOMIC

DIPLOMACY AND ECONOMIC INTEGRATION

3.1 INTRODUCTION

Increasing attractiveness of the African and Edsic&n region as a ‘frontier market’ has put

Kenya in the spotlight as a gateway to the regidns part of the study discusses the different
opportunities and challenges that Kenya faces sneitforts on economic diplomacy and

integration.

3.2 Political Challenges

Economic growth is extremely sensitive to percemiof political and macroeconomic risk
because uncertainty undermines private investm@hterceived political risk in Kenya can be
reduced only through proper conduct of the 2013 gdrelection and the implementation of the
new constitution. The violence that followed thestlalection caused a slowdown in the
economy, and heightened political ri€khe likelihood of a repetition of this in the netection
constitutes a major concern, especially given tloeeased number of seats to be filled under a
complex new electoral systeth.Despite persistent squabbles between partnerbeiruling
coalition that hold up the pace of implementing nlews, there is need to develop credible
institutions before the next election; electionlegctend to slow down government as officials

turn their attention towards election campaignsic&i30 November 2011 Kenya has held the

% Collier P & SN Ndungu, ‘Strategies for growth’, Adam et al., op. cit. See also Mutiga M, ‘How NatiCan
Avoid Economic Ruin in 2012’, Sunday Nation, 16 @xr 2011

% Kenya, IEBC (Independent Electoral and BoundaEiesxmission), ‘Home’, http://www.iebc.
or.ke/index.php/Page-4.html, accessed 24 Augus2.201
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chair of the EAC, but as it collectively focusestbe quest for peaceful and credible elections,
the country’s interest in EAC activities is boumdwane. Kenyan members of the East African
Legislative Assembly have already voiced concermrothe lack of direction from their
government; two months after having been swornhegytwere yet to meet the president for
briefing on their responsibilities, during whiclmg their counterparts from other EAC member
countries had already completed the same procedBtame is being directed at the EAC
minister, Musa Sirma, who has shown little inteieghe mattef®°

The new constitution is expected to put an enduith clashes between administrative
and political interests, with the appointment bg firesident of technocrats or professionals —
who will then be vetted by parliament — rather tipatiticians to head up ministries. During the
violence of 2007-2008 Kenya'’s collapse was somewhbated through a national dialogue and
reconciliation initiative led by former UN secretageneral Koffi Annan. It set out a programme
of reforms that led to the formation of a coalitigavernment that facilitated the passage of a
new constitution. The constitution will harmonisedign policy with trade policy, and reduce
the number of ministries when the constitution udlyf implemented. President Kibaki has
already stated that under the new dispensationnetienal trade issues will fall under foreign
affairs, so diplomats can now give even more premee to the promotion of foreign trade.
Implementation of the new constitution, howevexoines its own complexities. Debates over
the supremacy of the Kenyan constitution over tA€ Ereaty have been played out in public, as

they were in the budget announcement of July 2011.

190 Mutua M, ‘Kenyan EALA members say State not inalvin their affairs’, The Standard, 12 August 2012
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3.3 Kenya’s Challenges as a Regional Actor in Afrac

In regional integration and regional stability, Kanis a significant actor in the Horn of Africa
and its geographical location provides many opputits. Kenya is a regional commercial hub
and an important partner for increased regionagration through the East African Community
(EAC) which has the potential to create a larged arore attractive market for regional and
international investors. Ensuring regional stapitibntinues to be a significant challenge for the
region’s and Kenya’'s development. Piracy off thastamf Somalia is decreasing, but remains a
concern and will continue to need close attentiothe coming years. Kenya is an active partner
in promoting peace and stability in the Horn of iédr providing troops into Somalia, piracy
judicial mechanism and hosting more than half dionilrefugees from Somalia, Sudan, Ethiopia
and the Great Lakes region. The situation in tlggorewill remain volatile in the foreseeable
future, and Kenya'’s challenge is to continue toabstabilizing factor in the region while also
addressing issues of radicalization and potentaflicts at home. To work towards a regional
collective response to both internal and extermaddts, Kenya hosts the Eastern Africa Standby
Force Coordination Mechanism (EASFCOM) that per®ras the planning element of the

Eastern Africa Standby Force (EASE}:

3.4 Domestic Challenges

Kenya has maintained a stable macroeconomic emagah and has, at the same time, been
developing key infrastructure facilities and publiorks nationwide to stimulate growth. Its
economic growth however is below potential. The Gipwth rates appear to have stabilized

and to be improving following the disruption caudey post-election violence in 2008. The

101 Collier P & SN Ndungu, ‘Strategies for growth’, Atam et al., op. cit. See also Mutiga M, ‘How NatiCan
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economy achieved a 4.6% growth rate in 2012, um ftbe 1.5% experienced in 2008. The
short-term projection is positive, expected to he&®% in 2013 and 6.0% in 2014, driven by
private sector investments and lower interest t¥teShe agricultural sector continues to be the
largest contributor to GDP at 28.5%, followed b ihdustrial sector at 17.6% in 2011. The
most important export earners are tourism, hotticaland tea. Kenya had a GDP per capita of
862 USD in 2012 compared to 523 USD in 2005. Kemiyax revenue to GDP ratio stands at
over 20%, which compared with its neighbouring daes, places Kenyans as amongst the
highest taxed in the region. The latest househaldey from Kenya’'s National Bureau of
Statistics from 2009 found that 45% of the popolatlives below the national poverty line.
1%poyerty levels are much higher in the Northernlraraas marked by marginalization, lower
level of education and high population growth rafElse coastal region is challenged by the
greatest inequality levels. With its high levelsiméquality, Kenya remains the most unequal in
the East African Community.

This results in marginalized communities as welasstantial challenges in equal access
and quality of social services, such as water amitaion, health and education. The population
of more than 40 million is expected to reach 80iamlin 2050. Each year it is estimated that
around 800.000 people enter the job market in Kemghonly 6 % are able to find a job in the
formal sector. Unemployment is estimated at 40 8b.creation is therefore essential in order to
sustain economic, social and political stabilityodd opportunities for economic growth — and
serious obstacles Kenya has a growing middle déss estimated 5 million citizens, a large

well-educated young population and a vibrant bissreector mainly comprised of micro, small
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and medium sized enterprises. These are imporigredients to push growth upwards. Adding
to this, the discovery of significant oil resour@éedenya has the potential, if managed properly,
to eliminate the current account deficit.

Kenya was ranked 121 of 185 countries in the 208ld\Bank Ease of Doing Business
Index. Weaknesses in infrastructure and pervasoreuption are barriers for business sector
development, access to services, job creation aneigh direct investments. Furthermore,
whereas the financial and ICT sectors are doing, wké agricultural, manufacturing and
transport sectors, which are drivers of employnaa export led growth, are underperforming
thus contributing to a large current account defi€enya scores 2.7 (on a scale of 0 — 10 where
10 is zero corruption) in the Transparency Inteamat’s Corruption Perception Index 2012.

Democracy, stability and polarised political sitaatKenya has traditionally had a strong
centralised government. Multiparty democracy introet in 1992 has gradually consolidated
democratic elections, but has also seen electiongspecially 1992 and 2007 marred by
intercommunity violence along ethnic fault linedated to a continued polarised political
situation. The contested results of the 2007 géméeations brought the country to the brink of
civil war, starkly illustrating its economic and ljiizal fragility.'®* The cases at the International
Criminal Court concerning alleged involvement ire thost-election violence has divided the
country along the same polarised political situatibat dominated the 2013 March elections
won with a narrow margin by the current Governm@ubilee coalition. The cases at the
International Criminal Court against the Presidant the Deputy President put government

under pressure to live up to its international gddiions, while at the same time there is an

194 AEO (African Economic Outlook), Kenya. Tunis: Afein Development Bank, 2011, p. 3, http://
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initiative by Jubilee MP’s in parliament to recommdethe Government to withdraw from the
ICC.

The Government has strengthened relations with &hird Russia while relations with
traditional Western partners have been limitedhattbp level due to the on-going ICC cases.
The Government of Kenya’s plan for reaching mididleome status by 2030 .A government,
headed by President Uhuru Kenyatta and Deputy desiWilliam Ruto took office in April
2013. The Government has in October 2013 presetst&dyear Medium Term Plan 2013-2017
that is the second of consecutive MTPs aimed atingato implementation of Kenya Vision
2030 launched in 2008 as a national long-term agweént blue-print. It was supported by
development partners at the Development Partnamfran November 2013 and is considered
equivalent to Poverty Reduction Strategy Pdfedt emphasizes implementing devolution,
national cohesion & unity; and accelerating ecormognowth. County governments are expected
to align their respective County Integrated Develept Plans to the MTP II; while national
government will be expected to develop strategamplto implement key priorities Governance
reforms. The new Constitution promulgated in 20&@ks to address inequalities and bring
decisions closer to the citizens. It has the pakta change the political, social and economic
landscape in the coming decalfés

The Constitution promises equal rights for all Keny and promises improved delivery
of services such as health care, housing, watermasidan environment. The Constitution holds
the government accountable to the people on |elaigeend integrity, gender and regional

balance, access to information and access to gusfisth a comprehensive Bill of Rights the
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Kenyan people have an ambitious legal foundatiopeidorm their role as rights holders and
hold the national authorities accountable as degrérs. The Constitution introduces with effect
from June 2013 a system of devolved governanceemyK both politically and administratively
which now consists of a national government and cbdnty governments. The county
governments are responsible for county legislatxecutive functions and functions transferred
from national government such as agriculture, heglteprimary education, county public works
and serviced® If properly implemented and managed, the devolseiem can become a strong
vehicle for addressing the challenges of inequalitgl poverty and enhancing national cohesion
and bring democratic decision making closer togtassroots. Conflicts of interest between the
national and the county governments have cleadicated that implementation will take time.
Given the magnitude of the structural reforms,tthasition to a devolved system is expected to
be cumbersome, lengthy and challenging.

The transition process itself will thus also requsafeguarding and support including in
capacity building, Human rights and rule of law eTimplementation of the Constitution has led
to a large amount of structural, legal and ingtndl reforms needed to be implemented by
2015. The judiciary is undergoing progressive naf®including vetting of judges to re-establish
the credibility of the legal system and improve #Huzess to justice for the average Kenyan.
Impunity at all level of government is 5 a serigusblem and a report from May 2013 by the
Truth, Justice and Reconciliation Commission whigtommends prosecution of several

hundred senior government officials and politiciaas seen no follow up®®
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Human rights violations continue to be a challemgedocumented in Kenya’s most
recent Universal Periodic Review (UPR) from Septen2010. The most serious issues related
to the state being abuses by the security fornekjding unlawful killings, torture, rape, and use
of excessive force, arbitrary arrest and deten#ind police corruption. Kenya is also facing
severe problems with common criminality. Genderaditjy— impressive legislative progress -
challenge now on implementation The Constitutigorsvisions on gender equity are amongst
the most advanced by international standards, epeksent a huge normative leap forward for
Kenya.

Despite significant progress, women are still maatized in political, social and
economic life. Women’s employment in the formalteeds far less than that of men, and
women’s representation in the national parliamentonly around 20%. Cultural beliefs,
traditions and practices in many communities renaaimnindrance for women’s access to land,
employment and women'’s right to self-determinatids. recently pointed out by the World
Bank, the women represent a lot of potential fadér and growth in KenyX. They make a
major contribution to trade, often in the infornssctor, and if properly empowered, can be
essential for job creation and poverty eradicatibhe access to quality health care is very
limited for around 45% of the Kenyan population wine below the poverty line. Kenya
continues to score very poorly on indicators liketennal health as majority of pregnant women
cannot access skilled delivery or maternal heatiiises.

Kenya will not attain MDG on improving maternal keabut is likely to meet with a
narrow margin MDG 4 on reducing child mortality.ck@rs contributing to poor health indicators

include inadequate overall health financing, insight health services infrastructure, a shortage
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of human resources for health and essential medigaplies including medicine, and limited
administrative and management capacity — all ofctviiestricts health service delivery and
coverage. The new Constitution has provided an ppity to address most of the above issues
by enshrining the right to the highest attainalbd@dard of health to every Keny&f.In the area

of sexual and reproductive health and rights thaesGtion includes a right to safe abortion.
The definition of safe abortion remains a contargissue and almost derailed the constitutional
making process.

The Constitution assigns the County Governments résponsibility for delivering
essential health services functions, while the dfati Government has the function of
stewardship for health policy and oversight of ol referral health facilities. Natural resources
management and transition towards green economyKEmyan economy relies heavily on
natural resources to support people’s livelihoaus @ generate national income. Roughly 42%
of the national income is derived from the natuweslource sectors (agriculture, mining, forestry,
fishing, water supply and energy — tourism clogelated to Kenya’'s nature and wildlife also
falls within the earning figure related to this @& Less than 15% of Kenya’s land is arable,
and supports about 80% of the population; the séshe land is made up of fragile arid and
semi-arid ecosystem, and land-use is largely palstbtajority of the population live in rural
areas and rely predominantly on an ever degradimgament and scarce natural resources for
their livelihoods.

Unsustainable traditional policies and exploitatioh natural resources are with an
increasing impact from climate change underlyirgdes for this negative development. Further,

linkages between development and natural resouncése Kenyan context are profound. As

10 personal interview, MFA (Ministry of Foreign Affal), Nairobi, 14 July 2015
™ Interview at Ministry of Foreign Affairs and Tradiuly 2015
53



demonstrated by the country’s energy model, th& btilenergy is derived from hydro-power,
which in turn depends on rivers emanating from th&n water towers whose ecosystem
services highly depend on proper land use managesmerprotection of foresté. Kenya has in

the last years encountered an unprecedented opelled climate change impacts and
corresponding socioeconomic losses. This stems frne@vy reliance on climate sensitive

economic sectors coupled with the absence of pedpass and mitigation strategies.

3.5 Opportunities for Kenya’'s Economic Policy

The thrust of Kenya'’s international politics hasaoebed substantially, from the survival of the
state and its leadership towards greater attetdidrade and investment issues. According to the
Kenyan High Commissioner to South Africa, Ambassatiom Amolo, a process of greater
democratisation helped shift the priorities of fgreengagement towards economic diplomacy,
which became an important instrument in pursuirgywgn; hence its description by government
officials as a principal pillar on which the counsr foreign policy is grounded in pursuit of its
development objective of becoming a middle income @&dustrialised economy by 2030.
Economic diplomacy, in the Kenyan context, is noo#on that describes distinctions of policy
and practice, but rather a reaction to changebergtobal environmerit The main motivation
for conducting foreign policy in this way is theaseh for increased capital flows into the country
— and the region, given Kenya’'s commitment to iraéign initiatives — through exploring
alternative sources of development assistance wampddmoting itself as a favourable destination

for foreign direct investment (FDI), tourism anchérencing.
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Secondly, the necessity to support Kenyan investmahin the region and beyond is
motivated by a need to expand access to establishekets worldwide. Economic diplomacy is
therefore an avenue through which to promote ingdarules of international trade while
strengthening RECs, especially the EAC and COMESAgerve as competitive springboards to
emerging and global markets. Lastly, it is a medmarthat supports the search for traditional
and renewable sources of energy through enhanauhdi®gy, and by seeking sources of
finance for associated projects such as the eidraaf geo-thermal resourc&¥. Sound
economic policies and a record of pragmatism ieifpr policy and regional affairs have brought
Kenya to a position of relative leadership that esait highly adaptable to global changes. Since
independence in 1964 this pragmatism has takerfottme of ‘positive neutrality’ in foreign
relations. Initially, this was seen as a meansafegiard Kenya’s national integrity in a world
where great power domination of weaker states Wwasntain characteristic of international
affairs. Subsequently, it became a position througlth Kenya seeks to preserve that character
in an environment in which global events have sigait national and regional repercussiofs.

In following this policy the country has escheweddalogical and geopolitical alliances;
pursuing peaceful non-aligned co-operation withoegard for other nations’ political or
economic inclinations, while avoiding open militasgnfrontation. This posture expresses itself
particularly in Kenya’'s economic dealings. At indapence, it acknowledged the difficulty of
separating itself from the economic and politicaktarising out of its colonial past. Now,
however, it must recognize shifts in the global resuic power structure. Hence despite

dependence on foreign markets for its primary etep@ources of imports or aid, and the rapid
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changes taking place in the international arenajyyKealways avoids any form of external

pressure from any one country or group of natidhkas traded with former members of the

USSR, with Asia; and with European and North Amamicountries, in order to create an

economy not wholly reliant on any one bfd&.In this way Kenya maintains its objective of

preserving the structure it built to its own desigased on the precepts of African socialism and
drawing on whatever influences it considered appat®to its particular circumstancgg.

This is especially true of its assumption of frearket policies. Ultimately, Kenya has
not experienced any kind of paradigm shift; its eagis on economic diplomacy seems rather to
be a consequence of domestic political interestsdhe keen to ensure their continued survival
and standing sound economic policy. Since indepsele Kenya has achieved regional
leadership thanks to resilient policies and an easighon economic considerations when tackling
national challenges. This pragmatic mindset helpecreate a mixed economy that enabled the
country to evolve a ‘managed capitalism’ systemt timproved agricultural productivity,
developed the manufacturing sector to serve the,EeA@ led to increased growth in the service
sector™® Its success facilitated rapid growth in manufaetuexports to Tanzania and Uganda —
reflecting industrial imbalances stemming from tiiest REC initiative — and unlike
neighbouring states that went through more sergosomic trials as well as periods of political
instability, enabled Kenya to survive the oil esisif 1973 and the collapse of the first EAE.

In the 1980s and 1990s, the emphasis in econoniicypunoved from import substitution
to export promotion, on the realisation that a mioterdependent world of increasing trade

barriers would require more diversity in its exp@roducts and markets. Under structural
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adjustment programmes from 1986 to the early 19@s/a embarked on liberalising trade and
expanding its markets in Africa’ A 2005 economic survey by the ministry of plannigd
national development, and Kenya Vision 2030, phlelisin 2008, both noted that by 1995 more
than 50% of Kenya’s exports went to Comesa cows)ttiee bulk to Tanzania and Uganda; which
explains why half of Kenya’s 14 commercial offidesve been established within the Comesa
region. In addition, the second half of the 198@s wharacterised by the development of export
incentives such as manufacturing under bond in 18&pBort processing zones in 1990, and
value added tax exemptions. Furthermore, instigtisuch as the Export Promotion Council
(EPC) facilitated support for manufactured expdxsvertheless, as Were states, such initiatives
have continually been hindered by poor implemeotatand co-ordination of promotional
schemes?!

Comprehensive trade reforms followed rapidly in ¢aely 1990s, but Jeffrey Sachs and
Andrew Warner point out that it was only in 199&ttiKenya opened itself up in earnest. By
1995 economic growth had restarted but progressariisva more liberal and outwardly
orientated economic regime was inconsistent. Wighadvent of a new government in 2003 the
economy began to recover, its outward orientativenglified by the adoption of the EAC
common external tariff (CET) in 2005 that harmodigée tariff structure and reduced its
dispersion. Kenya implemented the ERS from 2002Q07. Its main aim was to develop an

investment strategy in which the private sectorabee the main channel for generating
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employment and wealth, putting the country on @ filevelopment path. The success of the ERS
led to the formulation of Vision 2030, the firstaj@f which is economic prosperit§?

It seeks to revitalise the stagnant levels ofgigvinvestment that are the principal cause
of Kenya’'s disappointing economic performance. bnsdering structural changes in the
economy, Eyakuze and Gitau observe that the matowilag sector has demonstrated good
growth only from 2004 onwardd® Collectively, economic policies since independehese
positioned Kenya as a prosperous regional economy.

3.6 Conclusion

The development of an economic diplomacy agendsepts an opportunity for creative
imagination: to look to integration beyond the Epgan formula; and seek solutions to
prevailing challenges within the African region aatso exploring the effects of continued
dependency as it's of utmost importance. Kenya Xpeeted to take advantage of the
opportunities better than its neighbours becausepeoed with many African economies it is
less directly affected by risks in mature economase to the relatively small share of the
developed economies in Kenya'’s total trade antdigker regional trade, which together make it
slightly more resilient than other Sub-Saharan twesx Considering the previous failure of East
African integration initiatives and the lack of axemon regional political framework; might it be
possible that there would be a repeat of doubtpisions, antipathy and stressed relations that
could result in a second collapse? Such questiahscantinue to emerge and can be best
discussed in Kenya under the prism of an econoipiomacy framework that makes plans for

regional interactions in the promotion of its growt
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CHAPTER FOUR

ENHANCING DIPLOMACY PERFORMANCE: A CASE OF THE EAC

4.1 INTRODUCTION

This chapter focuses on the importance of profesdizing diplomacy. The expansion of trade
brought about by the reduction of trade barrieidt e globalization of production has created a
shortage of professionals trained in economic digloy. Economic diplomacy encompasses all
the activities related to analyzing, developinggateating and implementing trade agreements.
Professionals with the unique set of skills asdediavith economic diplomacy are in demand
not only in trade ministries, but also in many otlgovernment departments, in private
corporations, in industry associations, in othern-governmental organizations and in
international economic institutio$' The shortage of well-trained professionals is ipalrly
acute in developing countries such as Kenya ani tfasitioning economies, which face a
severe shortage of experienced professionals iriette and lack the institutional capacity to
train them.

Training professionals in the skills of economipldmacy is thus a new challenge for the
global trading system that needs to be addressegothting and managing a country’s
participation in trade agreements has become areasmgly important task, since trade
agreements have emerged as the key driver of dimlgbrganization of production, investment

5

and trade,'®® and consequently of the economic success and etonavelfare of

nations. Negotiating and managing Kenya’s paritgn in trade agreements has increasingly
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presented great opportunities for the country, di8zens and economy. However the
opportunities may not be utilized well if the kejayers in economic negotiations are not
professionals. Professionals in the diplomacy fielast be able to analyze complex economic,
political, legal, economic, institutional and sugive policy issues. They have to be skilled
communicators and negotiators, able to formulategotiate and implement trade
agreements. This chapter of the study thus places opportunities of training

economic/economic diplomats into the context Afiacal developing world.

4.2 Importance of Professionalizing Diplomacy

Diplomacy is the art and science of internatiorditigs. It has also acquired a domestic political
thrust. Possessing in modern times the dimensiamgznization; it faces the serious problem of
how personal and creative political skills in fgmiaffairs can be married to bureaucratic
procedures. If diplomacy is to be dynamic, capablproviding an effective alternative to war,
organization must become its servant rather themiastet?® While generally viewed as the
means of carrying out foreign policies, diplomaeygrates resources needed for the formulation
of sound policy, and its practitioners should tfeme be fully utilized in the policy-forming
process.

Simultaneously, the resources of diplomacy mustdmsiderably amplified in all its
dimensions: intellectual and cultural, politica¢search and analysis, planning, education and
training, and others which space limitations deeatment:?’ There is need to develop and use
the total human resources of Kenya’'s diplomatiald&hment, including those of consular and

junior personnel, in the pursuit of our internatbrobjectives, providing officers with an
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education and training commensurate to the demgladsd upon them by modern diplomaty.
For this purpose, the possibilities of a Foreignviee (Foreign Affairs) Academy deserve
further consideration.

Diplomacy may be described as the process by whigign policies are converted from
rhetoric to realities, from pronouncements of ppies to the everyday promotion of the national
interestt® It is a quest, essentially, for influence or pow@athering and dispensing

information, reporting, and negotiating, along wather techniques, serve as means to this end.

4.3 Entailment of Professional Economic Diplomacy
Economic diplomacy is diplomacy with an economigstw diplomacy designed to influence
foreign government policy and regulatory decisitimst affect global trade and investment. In
the past economic diplomacy concerned itself Igrgeth negotiations on tariffs and quotas on
imports. In today’'s more interdependent world, éragegotiations cover a far wider range of
government regulations and actions affecting irgomal commerce - including standards in
health, safety, environment, and consumer protectioregulations in banking,
telecommunications and accounting; competition gyoland laws concerning bribery and
corruption; agricultural support programs, and stdal subsidies. Economic diplomacy
encompasses the whole analysis, advocacy, coahitidding and negotiation chain that leads to
international agreements on these trade-relatedss¥

An economic diplomat must learn how to analyzetladl factors that have a bearing on

the policy decision-making process at home andaahroncluding an in-depth analysis of the

128G R. Berridge etal. Diplomatic Theory from Mache#liito Kissinger (London, 2001).
129ilkinson, T. J., Brouthers, L. E., Salazar, D.M&Nally, M. (2009). The strategic impact of imational trade
shows and trade missions for entrepreneurial fittaarnal for Global Business Advancement, 2(3)-220.
130 |pid: 213
61



economic/economic interests at stake, the macrnesn@ impact of alternative policy options,
the political influence of all the stakeholders lwiconomic, policy-oriented or institutional
interests, the domestic policy issues that may mitevieed with the foreign trade issue, the
applicable domestic and international legal prarnsi and the state of public opinion, including
the impact of media coverage (public diplomacy).

Most issues addressed by economic diplomacy tadaypolitical in that they affect the
interests of many stakeholders. A stakeholder @& who has a stake in the outcome of
decisions and who can exercise political influeatene kind or another to shape the outcome.
Stakeholders in trade policy decisions can incl{@eofficials of any government department or
regulatory agency with a policy interest or bureatic stake; (b) any firm, union, or industry
association with an economic stake; (c) any noreguwental organization with a policy or
organizational stake in the outcome: (d) individoitizens as voterS™ The increased focus in
trade negotiations on domestic regulatory issugesshastantially increased the potential pool of
stakeholders, and thus increased the domestiegadlitimension of economic diplomacy.

Economic diplomacy increasingly requires the useaolide range of advocacy and
coalition-building tools for favorable decisionsheime and abroad. To obtain the support of the
home government in trade disputes with other ceesjtor to gain favorable decisions from the
home government in on trade-related issues, th@oacic diplomat must use a range of
advocacy tools. Advocacy tools include letterstinesny, white papers, speeches, op-ed pieces
in newspapers, phone calls and personal visitsejo dtakeholders and decision-makers. The
economic diplomat must also build coalitions - witthe government, industry or interest group

-- to exert political influence in support of desiroutcomes among stakeholders with political
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influence®? Internationally, economic diplomats must apply feene advocacy and coalition
building tools to stakeholders in all other cowsdrinvolved in the resolution of an international
trade or investment issue.

Once a domestic decision has been reached onenggbtiating issue, a trade dispute,
or on a broader scale, on a national trade poicgnomic diplomacy moves to the international
negotiation and/or dispute settlement phase of giecess. The negotiation of politically
sensitive issues, however, may well require furinégractions with domestic stakeholders as
part of a continuing consensus building proces&eCam agreement is negotiated or a decision is
rendered in a trade dispute, trade officials uguadive to persuade domestic decision- makers to

effectively implement the agreed outcohi@.

4.4 Training in Economic Diplomacy for the Domesti and Foreign Offices

The most obvious candidates for training in ecomodiplomacy are the officials responsible for
developing their country’s international trade amyestment policies and for negotiating
international trade and investment agreements @thier countries. What is less obvious is that
all other stakeholders involved in the trade potieyelopment and advocacy processes need the
same training. Trade officials are only the mosihte economic diplomat$? They usually are
outnumbered by officials with trade-related respofises in many other government
departments and ministries - officials from depaniis or ministries responsible for foreign
affairs, finance, agriculture, industry, labor, hieathe environment, and the regulation of banks,

telecommunications, air transportation, or then&erg of professionals.
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Others who need instruction in economic diplomacylude managers in the
international departments of industry associati@mporations, unions and non-governmental
organizations that have a stake in the outcomeaalet policy decisions. In order to play an
effective role in the domestic and global politiealvocacy and coalition-building process that
precedes negotiations, these stakeholders needahtst same economic diplomacy skills as
government trade negotiators. Skills in economiglathacy are also required of corporate
managers posted in foreign countries, who oftentrmisract with the host government on a
broad range of regulatory issug3 Another group that requires training in economijlainacy
is the secretariat staff of international organmad that deal with global trade, investment and
trade-related regulatory issues. While such offices a rule play less of a direct role in the
political management of trade issues, they can efsttively do their job if they understand the

politics of trade.

4.5 The Skills the Economic Diplomat Needs to Acae Professionalism
The economic diplomat requires all the finesse lamulvledge of foreign cultures required by a
traditional diplomat. In addition, the economicldipat must acquire a wide range of analytical,

advocacy, public relations and negotiating skillis is outlined below:

4.5.1 Economic Analysis
Economic diplomacy is all about economic interestd the economic diplomat must have the
ability to analyze and understand the economicrestethat underlies most issues in trade

negotiations. The economic diplomat must be ableetd a company’s balance sheet and

135 Gesink, T. (2012). Embassy websites and internatibusiness support: a comparative online sengnadysis!.
Master thesis. University of Twente ( the Nethedig)n
64



income statement, and understand how a trade isguects the costs, revenues, market share
and growth prospects of a firm or indust.Economic diplomacy touches not only the
economic interests of individual firms and induesstibut also on the economic interests of the
country as a whole. The economic diplomat therefonest be sufficiently conversant with
economic analysis to be able to analyze and disthessmpact of trade policy decisions on
overall national economic output, growth, jobs, esgconsumer prices, industry profits, and

income distribution.

4.5.2 Analysis of Public Policy and Regulatory Isges

Since economic diplomacy is increasingly embedaedamestic policies and regulations, the
economic diplomat must be able to analyze and staledl a broad range of domestic policy
issues, ranging from the habitats of plant peststha health effects of various toxic chemicals
to the testing required to assure the professionaipetence of accountants, from the capital
adequacy ratios of banks to the competitive safeiguia telecommunicatioh¥. Some of these
issues require a rudimentary understanding of seieand they all require an ability to analyze
the relationship between a stated public policyeotiye and the regulations designed to
implement them. They require an understanding st peactices and the analysis of empirical

evidence.

136 Coolsaet, R. (2004). Trade and Diplomacy: The Bel§ase. International Studies Perspectives. B(LR5.
137Berridge, G., James, A. (2001). A dictionary gildmacy. Basingstoke: Palgrave. Betlem, F. (20B2%iness
Diplomacy in international firms: An extensive ligdure review and results from a survey. MastesithéJniversity
of Twente, (the Netherlands).
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4.5.3 Political Analysis

Since economic diplomacy takes place against thkdoap of a domestic political process, the
economic diplomat must be able to analyze theipslf any particular issue. This requires an
ability to identify stakeholders, their interests)d their means of political influenc& The
economic diplomat must understand the similariied differences of the political process in
different countries, and how the domestic polib€®ach country impacts trade policy decisions.
He or she also must understand the institutionatgss that underlies trade decisions and how
bureaucratic rivalries can influence such decisioBsonomic diplomacy also requires an
appreciation of the role of public opinion in indlocing policy outcomes, and the role of the

press in shaping public opinidft

4.5.4 Legal Analysis

Both domestic laws and international trade ruldtuémce government policy on trade and

foreign investment. Economic diplomacy thus requiesn understanding and a rudimentary
ability to analyze the domestic and internatioeglal issues that underlie a negotiation or trade
dispute. The Economic diplomat must be able toyaeathe stated and implied objectives of

domestic laws and the legislative history thatuafices their implementation.

4.5.5 Developing a Plan of Action
A professional diplomat must be both a keen obseamd a participant in the political process

leading to a desired policy decision and/or negiogaoutcome. In order to assure that the

138 Wolters, T. (2012). Business diplomacy in MNCseaploratory study. Master thesis. University oféhte (the
Netherlands).
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actions are well targeted, the economic diplomastnttanslate the analysis of the issue into

possible solutions, and into strategies and pdalifde implementing desired outcomes.

4.5.6 Developing a Solution

Successful economic diplomacy requires creativitythe development of solutions to trade
problems or avenues for pursuing trade opportuwmifidis requires an ability to integrate all the
elements of the analysis into a holistic view af thsue, and developing an approach that builds
on the opportunities and addresses the problemgifide in the course of the analysis. The
solution must be politically feasible, that is, &g needs of the most interested stakeholders,

while also serving the broader public interestt thaconstitute good public policy.

4.5.7 Strategy Development

In order to translate a desired policy or negottoutcome into reality, the diplomat must

develop a strategy. A strategy moves the econoiplordat from the role of keen observer to an

actor in the process. The mistake that most pracéts make is to think that a list of actions per
se constitutes a strategy. Aspiring economic/econatiplomats have to be taught that good

strategy flows from good analysis, and that a wef#emented strategy should provide a

coherent blueprint on how the problems identifiadthe analysis can be addressed or how

potential allies can be mobilizeéf

10¥iju, L., & Saner, R. (2003). International econordiplomacy: Mutations in post-modern times. Disios
Papers in Diplomacy, No. 84. Netherlands Instibfttnternational Relations ‘Clingendael’, The Hague
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4.5.8 Policy Development

Since economic/economic diplomacy is all about gowent actions, the diplomat must
understand the nature and role of policymakingawegnment, and how policy is developed and
implemented. In the author's experience, many retise highly qualified individuals never
grasp the essential role of policymaking in govezntm An economic diplomat who wants to
influence government behavior, either as a govemrogicial or as a private stakeholder, often
must seek to build a consensus around an abstiactpbe or concept that will lend legitimacy
to the desired outcom&! The successful economic diplomat must learn wmehht@w to frame
an issue as a matter of policy rather than just gbby little problem that affects the mercantile

interest of a particular stakeholder.

4.5.9 Other Skills

In addition to analytical skills, the economic dipiat must possess effective advocacy, coalition
building and negotiating skills. In order to advaribe interest of the organization he or she
represents, the economic diplomat must build a exiss among private sector allies and
government decision-makers on the desired outconaettade problem or trade opportunity. To
build consensus, the economic diplomat needs gaddicprelations skills. The economic
diplomat must also acquire sufficient political I&kito influence and/or manage the political
decision making proces& Finally, the economic diplomat must be a good tiagar, both
internally with other domestic stakeholders andeexlly with representatives of other

countries. To accomplish these tasks, the econdipiomat must learn how to listen and to

141 The Institute for Trade & Commercial Diplomacyglpwww.commercialdiplomacy.otgand the affiliated
website in Chinalttp://www.commercialdiplomacy.org.cn/
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productively interact with people of different penslities, languages, cultures, and ethnic
backgrounds.

In order to persuade relevant stakeholders ofdidwrability of a proposed course of
action, the economic diplomat must use a wide rasfgadvocacy tools. The basic advocacy
tools of the trade include briefing memos, advocietters, white papers, press releases, op-ed
articles, public testimony and speeches. Theseatipeal documents are the essential tool kit of
an economic diplomat, and learning how to writentha a short and succinct manner is key to
success in the fieltf* Equally important is an ability to make effectiveal presentations to
other stakeholders engaged in the decision-makincgess.

An economic diplomat must learn how to build ceatis. Successful coalition building
is critical to the effective representation of Igesverful stakeholders or countries, and to the
successful pursuit of issues that lack popular app€oalitions bring together different
organizations and countries in support of a comgumad. Coalition building involves identifying
other stakeholder groups or countries with comnmberests, and developing a common plan of
action in support of a desired governmental acgaticy goal or negotiating objectivé&?

Ultimately, the economic diplomat must be an effechegotiator. Effective negotiations
start with a thorough identification of the intasesf all parties, the constraints that limit possi
outcomes, and the alternatives to a negotiatecbmeavailable to each of the parties. Effective
negotiation also is a process issue - a processlittfing relationships, of building momentum

through the identification of common interests d@nel resolution of less difficult issues, and of

143 The Institute for Trade & Commercial Diplomacyglnwww.commercialdiplomacy.organd the affiliated
website in Chinalttp://www.commercialdiplomacy.org.cn/
144 saner, R., Yiu, L., Sendergaard, M. (2000). Bussrgiplomacy management: A core competency foraglob
companies. The Academy of Management Executive3-2@®5), 80-92.

69




building up the information necessary for a nedetlasolution. Good negotiators know how to
avoid certain pitfalls and how to deal with thememtthey cannot be avoidé®.

Being an effective negotiator requires a great deare than being effective in
bargaining. Trade negotiations in many ways aréedifferent from bargaining in the bazaar or
market placé?® The difference is a result of differences in thember of stakeholders
represented, in the degree of authority exercigethé negotiator, by the extent to which the
negotiation is part of an ongoing relationship, éimel extent to which other issues are at stake

between the parties.

4.6 Knowledge Required by the Economic Diplomat

Along with the skills outlined above, the Kenyammeomic diplomat must acquire knowledge in
a diverse number of fields. These fields includelérlaws and institutions, current trade issues,
foreign languages and cultures, major areas of dompolicy, and a combination of economic
history and the history of economic thougHtThe economic diplomat must know the basic
rules that govern global trade. These include tiesrof the World Trade Organization, the rules
of key regional trade agreements like the, EasicAfr Community (EAC), the European
Communities (EC) and the North American Free Tradeeement (NAFTA), and the laws
governing trade within the home country and withiading partner countri¢é® An economic

diplomat must understand the institutions estabtisfor managing trade issues at the national,

145Ruél, H.J.M., Wolters, T., Loohuis, R. (2013d).sBiess diplomacy in MNCs: an exploratory study.d?ap
presented at the Academy of International Busiimsting 2013, Istanbul (Turkey). Temple/AlIB BespBa
Nomination.
14 The Institute for Trade & Commercial Diplomacyglnwww.commercialdiplomacy.organd the affiliated
website in Chinalttp://www.commercialdiplomacy.org.cn/
147 The Institute for Trade & Commercial Diplomacyglrwww.commercialdiplomacy.otgand the affiliated
\l/\‘{gbsite in Chinahttp://www.commercialdiplomacy.org.cn/
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regional and global level. He or she also must tstdad the domestic procedures established
for negotiating international agreements and adiingsand resolving trade conflicts.

A trade professional needs to acquire a full feamiy with all of the current issues on the
proposed trade policy and negotiating agenda. Nibemahat organization or particular issue a
trade professional represents, he or she must fiieiently familiar with all the issues on the
current negotiating agenda to understand potelmighges and trade-offs. To some extent, the
economic diplomat operates within a global cultdegined by the rules and practices of the
World Trade Organization and by the English langyaghich has become the lingua franca in
the current erd’® Nevertheless, to be fully effective when workimgd foreign country, the
economic diplomat must be able to speak the largya@fighat country and be conversant with
local cultural norms. The economic diplomats hevbe able to discern and address the cultural
dimension of international interactions.

Trade policy and negotiations cover an incredgimgde range of domestic regulatory
issues. Health, safety, and environmental stangdaddmestic regulations in banking and
telecommunications; domestic agricultural suppedgpams, and a myriad of other issues are
covered by trade negotiations. An effective ecomodiplomat must therefore acquire enough

knowledge of the underlying regulatory issues toeagerts in the field the right questions.

4.6.1 A Comprehensive Approach Training
The economic diplomat must be part economic expart,economist, part public policy analyst,
part politician, part lawyer, part negotiator, gratt public relations and media expert. In most

universities, a different department teaches eddhese subjects. Few graduates of traditional

19Ruél, H.J.M., Boer, S. de, Haaf, W. ten (2013@mhercial diplomacy in practice: experiences céiinational
business executives and representatives in Maldysanational Journal of Diplomacy and Econom§/2J.
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universities or graduate schools emerge with ammedtary knowledge of all of these fiefd§.
More importantly they usually lack an ability totegrate the various fields into a coherent
analysis and an integrated strategy. In most cs®s also do not know how to apply their
academic knowledge to real world situations.

A comprehensive training program in economiclaiipacy calls for courses in many
different disciplines - economics, business, pmditiaw, media and public relations, international
relations, negotiation and dispute settlement, amgadies, foreign languages, and
culture’®! Students should not be expected to become expeatsof these areas, but should be
expected to develop a sufficient knowledge to askright questions and to translate the answers
into an intelligent layman’s interpretation of tissue. Students should be expected to understand
linkages among the various dimensions of an issu® t@ rank-order the issue for any
stakeholder.

A comprehensive training program in the field woaldo help students acquire effective
written and oral communication skills, as well a®od consensus building and public relations
skills. The program should include instruction ¢ techniques of effective negotiation. An
economic diplomat must learn how to assemble inédion on the interests, constraints, and
alternatives that influence the negotiating pos#ioof negotiating partners, and how to
distinguish between interests, beliefs, positiam$ @aguments mobilized in support of a position.
152An effective negotiator also must understand tHs successful negotiation of trade
agreements requires more than a process of bangawithin a zero sum game framework, and

that success often hinges on the ability of netmsato establish a positive sum game.

150 Kostecki, M., & Naray, O. (2007). Commercial diplacy and international business. Netherlands urstitf
International Relations’ Clingendael'.
151 Ruél, H.J.M., Visser, R. (2012). Commercial dipaimas corporate entrepreneurs: Explaining rolevieh
from an institutional perspective. Internationald@l of Diplomacy and Economy, 1(1): 42-79.
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Ideally, the instructional plan would require stotfeto practice their analytical and
writing skills by having them draft such operatibdacuments as briefing memos, white papers,
advocacy letters, press releases, articles, spgegghielic testimony, and negotiating instructions
on real world issues. Students should learn howrite an operational document that integrates
the many dimensions of a trade issue — the econgmuittical, economic, legal, regulatory, and
institutional dimensions - into a coherent analyaigd lays out a course of action that advances

the interests of the organization they repreS&hnt.

4.7 Role of Foreign Offices in Economic Diplomacy fiorts, and Outcomes

The focus of the essays in this publication istwnrble that embassies and consulates can play,
as the public service overseas outposts of thetoguio help the real actors of economic
diplomacy, the home enterprises and businessmauarticular, is there a special role that they
might play when they represent developing countt@she extent that this is different from the
role played by the diplomatic and commercial missiof rich states? The response provided by
the authors of this collection is based on IndeXperience, but it is also of relevance to many
other countries, since the operational conditi@nsafl states seeking market entry and expansion
in their engagement are essentially similar. As ynahthese essays show, it is the initiative
taken by embassies and consulates that often m®Wnk initial impetus, be it in relation to trade
or investments. Equally, it is not difficult, foné great part, to motivate home agencies, be it the
promotion bodies, such as export councils, or trasociations, and of course the business

enterprises>* Often it is the mission official on the spot, widentifies an opportunity and flags

133 ondon, M. (1999). Principled leadership and BassDiplomacy A practical, values-based directam f
management development. Journal of Management Bewnt, 18(2), 170-192.
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it for action. This is especially true of the iaitiphase of the external economic action cycle,
described above.

All countries now treat economic promotion asghhpriority. Many entrust this work to
the diplomatic service, while others handle it esolely through specialist commercial services,
or ‘trade commissioners®> We believe that detachment of commercial from otfiplomatic
work sometimes reduces attention to investment lmabon, and country promotion; one also
misses the cross-connections of integrated diplgriic Countries that do not practise
‘integrated diplomacy’, nevertheless link econorard political work at the apex, giving the
ambassador overall charge. No one has analyzedriisting political, economic and all other
diplomatic tasks to one single set of officials,omotate between these jobs, works better than
having specialists for each work area. For onegthim small establishments this separation just
isn't workable.

Similarly, in small embassies, where an ambassadyrhave only one or two diplomats
assisting him, everyone pitches in to handle thednge activities, including consular, cultural,
information, and diaspora outreach tasks, besidéggal and economic work. For instance, the
US diplomatic service has five specialised ‘coneishin which officials work, and two of these
are political and economic affairs — and it hagpasate commercial service. The US is virtually
unigue in operating such sub-sections among segiartiment officials; Australia has a separate

commercial cadre and a consular servide.

155 Ruél, H.J.M., Boer, S. de, Haaf, W. ten (2013@mhercial diplomacy in practice: experiences céiinational
business executives and representatives in Maldysanational Journal of Diplomacy and Economy/2).
1% Richardson, C., Yamin, M., Sinkovics, R.R. (20129licy-driven clusters, interfirm interactions dfirth
internationalisation: Some insights from Malaysisfaltimedia Super Corridor. International Busin&ssview,
21(5): 794-805.
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In such situations, the diplomatic mission engaggétt commercial promotion has its
work cut out. The simple kind of things it needsdim include the following: Informing home
business associations and individual enterprisetherbasic economic conditions in the target
country — Such ‘country notes’ are available on websites of the bigger countries and one
needs to simply adapt these to one’s needs. Th& useful first step, and connects with
producing sector-specific guides for home exportemmmercial officials are seldom well
trained in such tasks — and clearly this shouldah®iority in training programmes — but it is
possible to learn on the job, and the very act mdentaking such tasks becomes a learning
process.

Analyzing the potential markets for the home coprtiA simple method is to match the
export basket of one’s country with the import lestif the target country; this identifies the
potential, the more so when it is matched with alcexports from home to that markét Next,
one needs to identify the potential competitors amalyze their products that reach that market.
That provides clear indication of the areas where might concentrate, provided the price and
other conditions are suitable. In parallel, contaas to be established with the importers of the
selected products or services, and sensitize thremhat the home country might offer — Often,
this involves persuading them to visit the homenty it also helps to put potential importers in
contact with existing local importers of other puots, to overcome potential hesitation and
other obstacle§?’

Credibility is also built when home exporters andnufactures take part in trade shows

in the target country — There is a whole set oftcskills pertaining to successful trade-show

18 Ruél, H. J., Lee, D., Visser, R. (2013a). Comnamiplomacy and International Business: Insepardbiins?.
AIB Insights, 13(1), 14-17.
139 Ruél, H.J.M., Visser, R. (2013). An explorationcoimmercial diplomacy as a set of facilities toysup
international business to and from emergent marketper accepted for the European InternationahBss
Academy 2013, December 12-14. Bremen (Ger).
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participation overseas. Some like the Indo-Germamantber of Commerce have built
considerable expertise in this, and it pays a-firse exhibitor to read the available literature on
the subject; the International Trade Centre at @&mdso has considerable material on this. It is
often best to join an established trade show, rathen hold a single-country special event; in
attempting the latter in an advanced market thepkeblem is always to get the right clients to
come to one’s event. In countries where a tradevshudture is yet to built up, or when one has a
politico-economic compulsion to make a splash, @&ynmalso pay to hold one’s own ‘Made in
India’ type of special fair.

One option, not often tried out, is to permit apater to hold a small buyer-seller show
on the premises of the embassy or consulate, iessacy, charging the exporter for any
additional direct expense for this purpose — Tihgdaembassies now have their own small trade
centers that can host such events. This adds wrékdeility of the exporter and also incidentally
builds the embassy’s contacts with the home ensagr All too often, government agencies
miss out on the perspective of their domestic custs*°

Visits by business delegations are a key methodefgrort promotion and for FDI
mobilization. Such visits can transform the permspof key decision-makers (she narrates the
way business connections were developed with tleedkr fashion industry). The embassy’s
professionalism is visible in the way such visit® glanned; the effort to create a broad
catchment of potential business partners eventaalfyows down to a handful, for first business

contacts and trial orders. It is the one-to-onetinge that lead to business, and this hinges on

effective ‘matchmaking’ between the buyer and s&fftOn the other hand, when the exporter

10 Reuvers, S., & Ruél, H. (2012). Research on CoriaieDiplomacy: A Review and Implications. Advanced
Series in Management, 9, 1-27.
181 Meyer, K. (2013). What Is, and to What PurposeVid® Study, International Business? AIB Insights (13 10-
13.
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from home has built up business contacts, and ainexpanding business, the task is in many
ways easier, in that the home exporter has alr@aggod handle on his prospects, and needs
little more than marginal or incremental help frdme embassy.

In a bilateral relationship, each country takeseaafrits own export promotion — Does
this mean that one should do nothing in relatioth® exports of the other country? While this
cannot be a high priority, it is useful to rememttet there exists a duality in commerce, the fact
that countries are both exporters and importersisTielping with trade on a total basis makes
good sense. That applies particularly to problefaisg, that is, in relation to helping business
partners to resolve trade disputes. The old prasani might have been that official agencies
might mainly act as facilitators, urging the digmis to work for solutions. This becomes
essential when local businessmen marshal suppart the local authorities, to the point of
misusing the legal process. Economic relations e@am@avance if businessmen do not have
confidence in one another’s capacity to overconwblpms as they come up, in the normal

process of trad&?

4.8 Enhancing Kenya’s Commercial Diplomacy Performace

Kenya’'s regional diplomacy has been characterizgdabstrong logic of conservatism and
morality. The diplomacies of Kenya'’s diverse heafistate vary more in terms of structure than
substance. Thus the overriding concern has beatevelop as well as to maintain friendly
relations with other regional entities, in addititm fostering co-operation with the rest of the

global community. Whilst this has ensured thatdtage form beneficial regional relations, to the

12| ondon, M. (1999). Principled leadership and BassDiplomacy A practical, values-based directam f
management development. Journal of Management Bewnt, 18(2), 170-192.
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critics it has not assisted in developing the cotstpolitical as well as military leverage along
the lines of its economic abilities. Kenya therefareeds to respond to the ever changing
regional dynamics through the adaptation of newr@gghes which will strengthen bilateral
relations, and foster regional integration as \@slsupporting strategic partnerships.

The current government and its leadership aredfaséh critical foreign policy
challenges in a fast changing world. Unlike befotee influence of technology on
communications has made the conduct of diplomacyptex and unpredictable coupled with
the inevitable globalization. The need for a petivee foreign policy will be critical to Kenya'’s
ability to engage effectively

Kenya is still facing many domestic challenges sashpoverty, ignorance, disease,
unemployment, corruption, governance, and lackoafnd macro-economic management that
have affected international relations with othetes in order to play an effective role and secure
a place on the international stage. Investmentritcal in key sectors such as agriculture,
infrastructure, education, health, environment, afiacturing, and tourism for the development
of the country. These sectors require well thowghpolicies to attract investmet§t

Kenya's desire to maintain a strategic positiothatregional and international levels will
depend on how it responds to issues beyond itsemmré@xternal factors such as liberalization,
attainment of Millennium Development Goals, teclogatal developments, declining capital
inflow, regional peace and security, internatiom@irorism, piracy and human and drug
trafficking, will require well thought out strateg if Kenya is to advance our interests abroad.
How well the fourth President responds to them Wwél critical to the implementation of a

coherent foreign policy. This calls for the needdavelop strategies, in close cooperation with

183 |nterview: Ministry of Finance, 2015
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her partners in IGAD, EAC and the AU, to secureceefar sustainable economic development
in the sub-region® This will help contain proliferation of small armend light weapons,
refugees and internally displaced persons, humeficking, piracy, drought and famine and
political instability.

The government must also ensure that Kenya’'s beraer secure to guarantee personal
security of residents as well as the territorideguity and economic security for the country.
Kenya enjoys a commanding geo-political positiorEest Africa. It is the gateway to Eastern
and Central Africa and also links the Horn of A&riend the Great Lakes Region. She shares
common borders with five countries with complicatatk of communities who share the same
ancestral heritage and which straddle the commuah barders.

Along the common borders are to be found sharesuress such as water and pasture,
and minerals. Kenya needs to work with her neighbada deal with cross-border issues like,
livestock rustling, religious and ethnic differescgo as to bring in the aspect of peaceful co-
existence amongst the countries so as to expleitrésources. This then may provide an
opportunity for Kenya to actually benefit from thegional cooperation. This commitment and
integration can be used to launch Kenya’s purduat mbust of foreign policy. Globalization and
more so the lack of preparedness to it, for exajmggenomic globalization is indeed a major
concern in Kenya’s foreign relations. The worlch@w, global village and developments in one
region seem to have dramatic immediate effect @n dther nations of the world, due to
advancement in technology. Modern communicationtesys also face challenges to

conventional diplomacy as the major events are ltalige on media channels. Kenya therefore

184 |nterview: Ministry of Foreign Affairs, 2015
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has to adapt to these changes by crafting a fopgtjoy that is responsive as well as flexibie.
The government will therefore have to strengthemyi&és commitment to multi-lateral kind of
diplomacy by influencing key decision making orgaos the regional and international
organizations to which Kenya is a member to s@ashieve wider foreign policy objectives.

Diplomacy across the world currently emphasizesbording trade and economic
partnerships amongst nations. Additionally, Kenyanvolved in other international initiatives
such as regional cooperation and integration aaaegts intended to consolidate its economic
and trade relations. The 2010 Constitution is clearmatters of the Kenyan Diaspora. The
diaspora is a significant national resource. Ty tmhake invaluable contribution to the Kenyan
economy through the repatriation of funds to suppioeir families or for further investment.
They are as well an important source of technotogysfer to Kenya from abroad. Earlier on the
adoption of a new constitution, Kenyan Diasporaehbeen relentlessly campaigning for dual
citizenship to help them maintain strong ancestoanections with their state of origin and to
also benefit from rights as citizens of their adopttates. There is need to therefore offer
incentives to attract more Kenyans in the Diasporavest in their country of origiff°

The present constitution recognizes the Diasparght to dual citizenship which grants
them security to invest both at home as well ath@w adopted countries with confidence. The
need to identify Kenyans in the Diaspora, and nmdbilthem to contribute in economic

development of the country has become vital.

185 Interview: Ministry of Finance, 2015
186 |nterview: Ministry of Foreign Affairs, 2015
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4.8.1 Enhancing Kenya’s Economic Diplomacy in EAC

East Africa’s institutional framework for regionahd international trade is evolving
rapidly. If Kenya is to achieve the aim of Visio@3D, it will require an international trading
environment that encourages the expansion of metnwé and non-traditional goods or
services. In pursuing this end, there are a nurob&ade policy challenges to deal with. First,
the country has to design and implement a tradeesty and other, related domestic policies that
facilitate growth and diversification in its expacapacity. Secondly, it must formulate and
negotiate effective trade strategies, at a regiandlinternational level, that bring about deeper
integration and improve market access for its etgpowhile gaining access to globally
competitive inputs. Lastly, it has to increase ¢hpacity of its economy to meet the challenges
and opportunities arising from globalization. Kenyas therefore developed a National Trade
Policy (NTP) that recognizes existing policies dhe need to develop a coherent growth path,
with a view to creating a policy environment thatifitates development of the private secfdr.

The NTP highlights constraints and challenges tarimational and domestic trade within
the context of existing trade policies, while id&hg strategies and programmes to sustain the
economy within the parameters of Vision 2d8bWhile the conduct of its economic planning,
development and diplomacy is bound to change with recent discovery of oil in Turkana,
Kenya presently suffers from a lack of revenuemffogh-value natural resources; and a scarcity
of land*®® Njuguna Ndung'u (of Central Bank of Kenya), anduP&ollier (of Oxford
University), among others, have pointed out thainemic growth is widely accepted as a

necessary condition for social peace, in the afhnof the violence that followed the elections

%7 Interview, MFA Ministry of Foreign Affairs and Tde, Nairobi, November 2015
188 Kenya, MoT, Draft National Trade Policy, 2010,
hﬁtgtp://www.Trade.go.ke/images/stories/national_er_apblicy_draft.pdf.
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in 2007. Kenya aims to achieve sustained, rapish@mic growth by attracting higher levels of
investment: to do so, it must mobilise extra resesirand reduce the cost of business to promote
its integration into global and regional investmerdrkets. This perspective informs the kind of
continuity in policy making, from the ERS through Yision 2030, which also prompted the
formation of the NTP. By redefining the role of gomment and increasing participation from
the private sector, the ERS fostered growth ofaup% a year until the 2008 violence. Included
in the strategy were an update of company law amgravements to the customs and tax
administration to enhance its regional competitegm

In the EAC, High expectations have been placederidrmation of a common market to
open up the region. The key institutions for ittabBshment are already in place; including the
East African Legislative Assembly (EALA) and thesEafrican Court of Justice. There is
continued co-operation over a wide field and pregi@ into a monetary union that is under
way involving private sector participants, espégitiie banking sectdr’’ In addition, the threat
of terror and the rise of regional crime rings h#e to increased co-operation in defence and
security matters’* The transition towards a common market is expetidz relatively smooth
given that most of the required institutions ameady in place. The challenge is to strengthen
them sufficiently to effectively support marketagtation. For Kenya and its EAC counterparts,
regional prosperity involves proper implementatainthe common market protocol. This is a
major challenge, bearing in mind the problematicislen-making that arises from sensitive
social issues tied to the protocol. These issueslesl to restrictive interpretations of some of
the principles of free trade nominally espoused; éxample, there are fears of Kenyan

domination in the region through skills displacete&ffects on other members, such as

10 |nterview, Ministry of Foreign Affairs and Tradairobi, November 2015
" Interview, Ministry of East African Affairs, Commee and Tourism, Nairobi, October 2015
82



Tanzania.? Secondly, different national laws may hinder tlaenfonization of policies between
states that fear a loss of sovereignty to partpenties in the process of regional integration.
Nevertheless, using their observer status withenBEAC, business groups such as APSEA and
EABC are nurturing political goodwill.

These two organizations have developed strong gatiips with government and non
governmental institutions. Their status at the E&x@bles them to attend and participate in all
relevant EAC activities and deliberations, not oafythe secretariat but also in other organs and
institutions. This provides a much-needed link l@stw government and professionals especially
in cross cutting issues through the public-privatxtor partnership programmes and in
promoting the case for professionalism in the negidhe private sector, comprising
multinationals, local companies and organizatidreg bperate within the EAC, is increasing its
cross border ventures. Although most of them agaged solely in the pursuit of business, a few
have become involved in policy advocacy. They pteviechnical knowledge in sectoral
councils relating to business interests and dewedoy; in the process becoming legitimate
participants in governancé® Notably, under the EAC, member states have deedl@nd are
articulating shared policy objectives in order tak®a the region attractive for investment. This is
demonstrated by the enactment in 2006 of the CatigretPolicy and Law; and the
Standardization, Quality Assurance, Metrology aedtihg Act Law. Initiatives to formulate and
implement a policy to curb infringement of intelieal property rights and production of
counterfeit goods in the region are under way, mitleat those two issues have proved major

investment disincentives. A further significantpsie the formulation of an investment code to

12 0dhiambo W, ‘The distribution of Costs and Berseiiit Trade in the Context of the East African Regio
Integration Process’, in East African Integratilynamics of Equity in Trade, Education and Mediairhbi: SID,
2011

13 Interview, Ministry of East African Affairs, Commee and Tourism, Nairobi, October 2015
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guide member states in developing their nationaéstment law. Unfortunately, as Odhiambo
highlights, in its current form the investment cosl@ot binding and the development of an EAC
investment policy and strategy is continuidigDespite efforts to harmonise investment policies,
EAC members at the moment retain their own instiig and regulatory mechanisms to deal
with foreign investment§’® including responsibility for investment legislatioentry and exit
requirements, investment protection and incentiidss autonomy has resulted in disparate
national investment environments: hence the need do uniform investment code.
Implementation of gains such as the managemendtabkshed institutions; and co-operation in
the development of a monetary union, and in defemze security, may be slowed because of
funding challenges facing the EAC in consequenceuofent global economic difficulties. To
make its treaty fully operational the EAC needswi®Y0 million a year. Member states provide
$25 million of this and the rest comes from don@suntries such as Burundi have had trouble
paying their subscriptions. Against the backdropnéi&tion, currency fluctuations and reduced
aid it is difficult to mobilise resources for regal integration and it is therefore unlikely that
members will increase funding for EAC activitiesen§ya had contemplated increasing its
contribution in return for greater influence in tREC, but other members are willing to accept
such assistance only on the basis that it is untondl, because they already perceive Kenya as
the biggest beneficiary of the integration initiati In any case, currently such an initiative is

impossible because Kenya has a particular neethdode new governance structures under its

7% 0dhiambo W, op. cit., p. 10.
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revised constitution. An ‘equality of burden’ isetiefore preferred, to obviate one country’s
carrying the bulk of the fundiny®

After the UK, Kenya is the second largest investoiTanzanid’’ In Uganda, Kenya
maintains pole position as the country’s largestestor’® This has made neighbouring
countries such as South Sudan eye Kenya as a jabteotirce of their own FDI. As various
regional blocs begin to take shape, a number dingaKenyan companies are positioning
themselves to take advantage of emerging marketsate§ies range from setting up
distributorships, agencies or subsidiaries to distahg entire processing plants. The firms are
seeking access to raw materials and markets ifc&@ and Comesa region, while building a
platform to gain a position within SADC. Notable i§@-based companies that already have a
regional presence include Bidco Oil Refineries,aHBank and East African Cables. Also in this
league are East African Breweries, Kenya Commeiaadk, Jubilee, Athi River Mining, East
African Portland Cement, Steadman Group, Kenol Kobiabati Rolling Mills and UAP
insurance. Bidco Oil Refineries set up a palm aihf and plant in Uganda; other companies
have moved into regions previously affected by kemfincluding Rwanda, Burundi and
Southern Sudan, all of which are undertaking sulbistiareconstruction programmes, including
rebuilding infrastructure.

In consequence there is heavy demand for goodsemites ranging from consumables
to commercial, financial and industrial goods — dadhthat is prompting Kenyan enterprises to

move into other countries in the region. Anothempany seeking to use the EAC as a

176 Braude W, Regional Integration in Africa: Lessdmsn The East African Community. Johannesburg: Bout
African Institute of International Affairs, 2008.
7"Kumba S, ‘Kenya’s home grown multinationals’, Ficil Post, Nairobi, http://www.
financialpost.co.ke/Pdfs/FP%20ISSUE%20141.pdf, ssee 24 August 2015
78 UIA (Uganda Investment Authority), Quarterly Repdiuly — September 2011 Preformance, accessed 27
October 2012, http://www.ugandainvest.go.ug/indep3dsearchword=quarterly+
report&ordering=newest&searchphrase=any&option=cegarch

85



springboard into wider regional blocs on the Africaontinent is Fina Bank, which is a
specialised SME commercial bank, that is focusingegional markets; Kenya is overbanked,
with more than 42 banks, of which only six cont0P%6 of the business, hence Fina is looking
elsewhere in the region to attract more customeemees and set itself apart from its

competitors.®

4.9 Conclusion

Globalization increases the demand for professsomaih skills in economic diplomacy. The
traditional approach of training new professionthlf®ugh an apprenticeship cannot keep up with
the demand. The lack of trained professionals, ivlggarticularly acute in developing countries
and transition economies, limits the ability of shecountries to take advantage of trade
opportunities created by trade liberalization. Tianing of competent professionals in the field
requires a comprehensive approach to trainingdb@aibines the learning of substantive content
with the development of analytical, writing, oranemunication and negotiating skills. To train
the number of professionals required to develogonate and implement trade agreements,
technical assistance programs should help buildcal linstitutional training capacity in the
disadvantaged countries. This will require an iase#l focus on training trainers’ development
of good training materials, and assistance to locakgional institutions that could provide the

training.

19 Kumba S, ‘Kenya’s home grown multinationals’, Ficil Post, Nairobi, http://www.
financialpost.co.ke/Pdfs/FP%20ISSUE%20141.pdf, ssre 24 August 2015
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CHAPTER FIVE

FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

5.1 Summary

Economic diplomacy is one of the pillars of Keny#dseign policy that predominantly focuses

on trade and trade apposite matters. The pillanssgtly applies the theories of Adam Smith and
David Ricardo in advocating for Kenya's competitiaglvantage in production of certain

products such as horticultural goods and the rotmustsm sector. Among the other pillars, this
one is the most integrated to vision 2030. Theta#t the blue-print of catapulting Kenya into a
middle-income state by the year 2030. That trade isig component of this growth and

development is trite knowledge. Economic diplomescg good example of how foreign policy is

used to meet domestic policy objectives.

The document that encapsulates the Kenya’s fongadjny puts this as one of the pillars
of Kenya'’s foreign relations. From the study, eaorodiplomacy has arguably been the leading
principle since Kibaki's foreign policy. Since 2QGRe Kibaki administration had been keen on
expanding the pool of international partners. WWithina's policy of not conflating human rights
with other foreign policy considerations makesritideal ‘partner’. Thus the traditional western
allies were either being jettisoned or their influae on the internal running of the government
curbed. This point poignantly connects Kenya's iffmepolicy decision to the evolving nature
and structure of the international system.

Professionalizing economic diplomacy agenda andvibes is very important since
economic diplomacy has evolved to being diplomadth van economic twist - diplomacy
designed to influence foreign government policy eegllatory decisions that affect global trade

and investment. In the past, economic diplomacyeored itself largely with negotiations on
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tariffs and quotas on imports. In today’s more ridépendent world, trade negotiations cover a
far wider range of government regulations and asti@ffecting international. Economic
diplomacy encompasses the whole analysis, advocaajition-building and negotiation chain
that leads to international agreements on thesedr@ated issues. Thus the actors in economic
diplomacy require being equipped with the right Wiexlge and skills to adequately negotiate
economic opportunities and project and pursue aoanmterests of Kenya both internationally
and regionally. Kenya’s foreign policy on econordiplomacy has become a priority over the
last two regimes.

The study found out that, commercial activity wdsvags the important area of
diplomatic service while its means, methods and piheposes were defined by the actual
moment of history. Governments around the world Bacreasingly involved in economic
diplomacy and this study tried to establish if tise of this instrument makes sense empirically.
Indeed from the study, it is clear that economjainacy has a significant effect on trade and
investment flows and what the sign of that relattop is. However, the study notes that the
research on the influence of economic diplomady@fis very limited. It would be useful to see
more material on this topic especially given thet that numerous governments do see a role for
economic diplomacy in stimulating FDI.

Furthermore there is a clear cut case for improtegavailability for data and increasing
the country coverage of economic diplomacy datas frakes comparison between studies a lot
more transparent. Also the specification of insteats of diplomacy deserves more rigorous
attention. We encountered various studies thagutoopinion, used rather crude grouping of
instruments. A number of studies treated embassidsconsulates as instrument of diplomacy.

However, the study shows and concludes that engsapsoduce more significant coefficients
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for their effect on trade and investment flows asnpared to consulates and other foreign

representations of lower order.

5.2 Findings

The study found out that, in regard to regionaneic integration, Kenya faces challenges to
effective regional integration which include premate of non-tariff barriers, trade facilitation
limitations, and a weak and inefficient institutednnfrastructure. This together with inadequate
enforcement machinery - economic diplomacy andtgsamenechanisms, has made the process
slow in its realization thus minimising the outcomiethe opportunities at hand. There is dire
need for the regional economic communities thougty thave different integration timelines,
disjointed national institutional frameworks, ingdate supply capacity, inefficient trade
logistics, and inadequate, to work together in @aghig their goals at their ends and focus on the
larger African economic growth.

Based on the findings of this study, the followicen be deducted. First and foremost,
that economic diplomacy is an engine that any agmed country should employ to drive its
economy. Kenya is maximizing on the availabilitytbé regional market for trade and through
this, the country has become a regional hub. Ecandiplomacy has become the centre stage of
its African affairs and by this move, the countsyeixpected to grow drastically in the next five
years. It can be argued that taking an economitt frad keeping it low on political affairs will
help the country advance its economic interestienregion. It can also be concluded from the
study that there is a rising need for Kenya to egpas manufacturing industry to continue
having an upper hand in the region.. In this ca&mya ought to be on the forefront in

improving and increasing its manufactured prodactd improve the quality of its products that
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circulate in East Africa. Lastly, the researchesoatoncluded that the involvement of other
stakeholders in Kenya’s pursuance of economic thply is an effective strategy adopted by
the government in promoting its economic diplomdggonomic diplomacy in itself cannot be

conducted by the government alone. For its fuk@ff/eness, involving third parties ensures that
the country is achieving its full potential in tmegional and global market. The researcher
therefore observed that the ministries of Foreigifails and that of East African Affairs,

Commerce and Tourism, as well as all high commissimbroad are working hard and need to
work even harder, in coordinating with the privagetor to enhance strong economic relations in

the region.

5.3 Recommendations
Kenya's balancing of export and investment prommtia trade or foreign policy that facilitates
new growth, can be efficiently managed only witl #pplication of precise standards:
1. Reviewing current trade and economic diplomacy poties

First, a model of this nature must be clear on mgehe challenges arising from the global
financial crisis. For African countries, this sitiea is not simply one of 'market failure’ that
merely needs the intervention of strong state ¢ulege the bazaar and control the provision or
acquisition of development finance. It also consermheveloping countries inasmuch as,
increasingly, they are under pressure to open tharkets although they do not yet have stable
and democratic institutions.

This example offers an ideal avenue for intergistary engagement in the development
of sound economic policies and practices for futexéernal relations, particularly given the

changing nature of the Kenyan state. While the toti®n now guarantees checks and balances
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in the practice of government, it is evident thegre is resistance to the reality of the new order
among the executive, legislature and judiciary. réhss concern over the perpetuation of
information asymmetry by the state in the manageénwénpublic resources, and over the
blocking of civic debate and participation in pgland practice.

2. Improving Bureaucratic Accountability
This mindset stems from a previous environmenacdking accountability, and the prevalence
of bureaucratic elitism accustomed to patronage iasdlarity within diplomacy; it can be
broken only by observing basic principles of ecomdiplomacy that prize broad consultation
between stakeholders at different levels. The dagweént of an economic and commercial
diplomacy agenda presents an opportunity for creathagination: to look to integration beyond
the European formula; and seek solutions to prexpdhallenges within the EAC.

3. Evaluating the Economic Relations between Kenya anQeveloped States
This is particularly important for balance of trathat is in favor of Kenya. Exploring the effects
of continued dependency on the Western world, whschn a state of crisis, is of utmost
importance. Considering the previous failure oftEsican integration initiatives and the lack
of a common regional political framework; mighto# possible that there would be a repeat of
doubts, suspicions, antipathy and stressed refatiwat could result in a second collapse? Such
guestions will continue to emerge and can be bissusgsed in Kenya under the prism of an
economic diplomacy framework that makes plansdgianal interactions in the promotion of its
growth.

4. Understanding domestic and external political econay in a multi-polar world
Effective economic diplomacy requires understandfdpoth the domestic political economy

environment and the external negotiating envirortimand the constraints of each. Economic
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diplomacy matters to Kenya because the ‘rules efgdaime’ shape domestic economic policy in
important ways, and in an increasingly multi-polarld international economic negotiations are
growing in importance across a number of frontsesSehmay shape domestic and regional
economic policies in ways that could be inimicaptosuing sustainable outcomes. Therefore it
iS necessary to ensure regional interests areulatitrl and understood very clearly. Such
interests include, conducting high-level analytigadrk and making it publicly available in

digestible forms to key Kenyan and their regiormad anternational counterparts.

5.3.1 Area for Further Study

An area for further study suggested by this stuslyprofessionalism’ in appointment of
diplomatic staff as compared to political appointine€lhe study suggests further study in the
influence of political diplomatic appointments ihet effectiveness of economic diplomacy.
Based on Kenya’s past appointments particularlg, Hbad of missions are not diplomats by
profession but are connected to the appointingaaiiyh While some of these envoys proceed to
carry out their diplomatic duties effectively, othedo not. Thus further research is needed to
ascertain the pros and cons of political diplomafpointments and how it can influence the
effective conduct of economic diplomacy. As disedssarlier in the study, professionalism will
be very important particularly in economic diplomaghich requires tactical negotiation and

knowledge in engagement with other states.
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APPENDICES

Appendix 1: Letter of Introduction

Anastasia Nzisa Musau
University of Nairobi,

P.O. Box 30197-00100, Nairobi.
Dear Respondent,

RE: INTERVIEW GUIDE

| am a graduate student at the University of Naimbysuing a Master in International Studies.
This research project is in partial fulfilment tfe requirements for the award of a Masters
Degree. This interview seeks to obtain informatonthe role of Kenyan diplomatic missions
and the challenges it faces in economic diplomawy @conomic integration. All information

received will be treated with utmost confidentiabitnd the identity of the respondents is optional

but where given will also be treated confidentially

Thank you very much for your time and support.

Yours Sincerely,

Anastasia Nzisa Musau
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Appendix 2: Interview Guide

Topic: The Role of Kenyan Diplomatic Missions andhe Challenges it Faces in Economic

Diplomacy and Economic Integration

Section I:
Respondents’ Background
L. POSIION . e

2. Period iN OffiCe ..ot ot e e e e e e e e

Section Il: Background on the Kenyan Diplomatic Misions

3. How are the diplomats and the missions’ persiommaointed in bid to professionalize
economic diplomacy?

4. What are the challenges in professionalizindgpdiacy?

5. What are the services offered by Kenyan Diplierdissions?

Section Ill: The Role of the Kenya Diplomatic Missons
6. What is the role played by the Kenya Diplomaissions facilitating economic diplomacy
and economic integration in these areas:

(a) Export promotion

(b) Import promotion

(c) International relations
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(d) Advisory and consular services

(e) Tourism promotion

Section IV: The Challenges faced by the Kenya Dipioatic Missions in facilitating

Economic Diplomacy

7. What are the main challenges faced by the Kéhgh Commission in Kampala in facilitating

international trade in these areas:

(a) Export promotion

(b) Import promotion

(c) International relations

(d) Advisory and consular services

(e) Tourism promotion

8. How can the challenges faced by the Kenya DiplarmMission be overcome?

THANK YOU
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