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I | REGIONAL OVERVIEW
Economic Performance: The most recent data available indicate that real GDP
growth in the countries covered by this Bulletin was modest to strong during the
first half of 2013 and was driven by diverse factors. Burundi maintained a real GDP
growth rate of 4.5% in Q2 driven by good harvests and sustained investments in
public infrastructure, particularly in transport, energy, and telecommunications. In
Kenya, real GDP grew by 5.2% and 4.3% during the first and second quarters
respectively, compared with 3.9% and 4.4% during the same quarters in 2012.
Improved weather conditions resulting in better performance in the agriculture
sector was been the key driver of real GDP growth during the first half of 2013.
Rwanda’s real GDP growth rate slowed to 5.7% in Q2 from 6% in Q1 in large part
due to the lagged effects of the 2012 aid cutbacks. Real GDP growth averaged 5.9%
during the first half of 2013 compared to 8.2% during the same period in 2012.
Slower growth in the services sector, which accounts for 45% of GDP also
contributed to the slowdown in real GDP growth. Quarterly data for Seychelles are
not yet available, but the tourism sector, which is the main driver of the country’s
economy, indicates strong performance. Tourist arrivals in Q3 increased by 5%
compared to the previous quarter. In Tanzania, real GDP growth was strong in Q2
at 6.7% but lower than the 7.5% registered in Q1. Expansion in transport,
communication and construction were the major contributors to real GDP growth
in both Q1 and Q2. Uganda registered a slight increase in real GDP growth to 2.1%
in Q2 up from 1.5% in the previous quarter, largely driven by the strong
performance in industry sector which grew by 3.9% in Q2 against 0.3% in Q1. The
economic outlook for the region during the remainder of 2013 remains positive in
spite of several downside risks including peace and security in the Great Lakes
region and the pace of the global economic recovery. Real GDP growth is projected
to benefit from sustained investments in infrastructure, improvements in
agriculture productivity and strong inflows including those related to natural
resource exploration activities and the development of related infrastructure.
Monetary and Fiscal Policy: Monetary and fiscal policy during Q3 continued to be
prudent and focused on macroeconomic stability, debt reduction, low and stable
inflation and fiscal consolidation aimed at prioritizing public spending and
increasing domestic revenue mobilization. In Burundi, a number of fiscal measures,
such as zero rating of basic food items from VAT and exempting incomes below
USD 100 from individual income taxation, were implemented to reduce the impact
of rising food prices on the poor. A revised budget was adopted in July 2013 with a
focus on improving revenue mobilization and prioritizing public spending. In
Kenya, easing of monetary policy continued with a gradual reduction in the central
bank rate from 18% in June 2012 to 8.5% in August 2013. However, headline
inflation slightly increased between June and August 2013, in part due to an
increase in non-food prices following the implementation of the new VAT Act 2013.
Rwanda’s fiscal policy stance remained anchored on the fiscal consolidation strategy
which is aimed at increasing domestic revenue mobilization and allocating
adequate resources to the productivity enhancing sectors including infrastructure.
Seychelles continued to implement prudent fiscal policies, particularly expenditure
reduction in order to achieve its target reduction in public debt from the current
69% of GDP to 50% of GDP by 2018. The reserve money target, the key monetary
policy anchor, for Q3 was reduced by 1.5% compared to the preceding quarter, to
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Real GDP growth was
modest to strong
during the first half of
2013



The economic outlook
remains positive with
real GDP growth
expected to benefit
from sustained
investments in
infrastructure and
strong natural
resource related
inflows



Monetary and fiscal
policy management
continued to focus on
maintaining
macroeconomic
stability, expenditure
prioritization and
increased mobilization
of domestic revenues
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catalyze growth in private sector lending. Tanzania’s revenue performed at 90%
of the target due to delays in the implementation reform measures and delayed
remittances of corporate taxes by mining companies. In Uganda, fiscal policy
management was driven by the government’s objective of implementing major
infrastructure projects such as the USD 1.2bn Karuma Hydro power dam. The
central bank’s key policy rate was increased from 11% held since June 2013 to 12%
in September 2013 to contain inflation. The monetary and fiscal policy objectives
for the countries under review are expected to remain unchanged for the
remainder of 2013.
Regional Developments
The 7th extraordinary summit of Heads of State and Governments of the
International Conference on Great Lakes Region (ICGLR) was held on 5th
September 2013 in Uganda to discuss the security situation and humanitarian
crisis in the eastern Democratic Republic of Congo (DRC). The following
recommendations were agreed: (i) immediate resumption and conclusion of the
Kampala peace dialogue between the DRC Government and M23 rebels which
commenced in November 2012; (ii) calling on the M23 to respect the cease fire
agreement following the recent bombings in Goma and other DRC territory; (iii)
all ICGLR Governments to increase pressure on M23 and other insurgents to
renounce the rebellion; (iv) directing ICGLR Ministries of Defence to develop
guidelines for legal and diplomatic protection of officers involved in the
implementation of ICGLR Mechanisms in line with international standards and
development of a code of conduct for officers serving in such stations.
The first high level infrastructure investment financing conference for the
Common Market for Eastern and Southern Africa (COMESA) was held in
Kampala on 14th September 2013 under the theme “Innovative Mechanisms of
Infrastructure Financing”. The conference focused on finding strategies to fast
track joint infrastructure projects within the 19 COMESA countries to reduce the
cost of doing business, improve intra-regional trade, and deepen regional
integration. Innovative approaches for infrastructure financing including through
infrastructure bonds and public-private partnerships were discussed. The meeting
agreed on pipeline projects valued at USD 60.7bn. USD 22.8bn was earmarked for
the rehabilitation and upgrading of the Djibouti-Lamu-Nacala railway and
Mombasa-Kampala-Kigali railway. USD 37bn was earmarked for the development
of pipeline and ongoing power generation projects including (i) the 1,870MW
Gibe III dam, (ii) the 5,000MW Renaissance dam – both in Ethiopia, (iii) the 3,500
to 4,000MW Inga dam in DRC and (iv) 700MW Karuma dam in Uganda. Another
USD 635m was earmarked for supporting improvements in universal access to
Information Communication and Technology, interconnection and spectrum
management.
Results Achieved by Bank Operations in the Region
For the second consecutive quarter, the Bulletin also presents selected results
(outputs and outcomes) achieved by the Bank’s investments in the countries
covered. The results achieved in the 3rd quarter of 2013 continue to demonstrate
that the Bank’s operations are contributing significantly to improvements in the
livelihoods of the people.

Key results:


In Burundi, access to
water by households
increased from 40%
in 2005 to 60% in
2013 in four
provinces and
suburbs in the capital
Bujumbura



In Kenya, over
300,000 people in
various parts of the
country have access
to improved water
and sanitation
services
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In Burundi, support to the water and sanitation sector contributed to an increase in
access to drinking water by households from 40% in 2005 to over 60% in 2013 in 4
provinces and two suburbs of the capital Bujumbura. In Kenya, also in the water
and sanitation sector, 303,000 people in Kibera slum, Murang’a north and south
districts, and other rural areas have been provided with access to improved water
and sanitation services. In Rwanda, the first rice harvest from 250ha of rehabilitated
marshland yielded 880 metric tonnes of rice valued at an estimated USD 884,473.
The rehabilitation of another 400ha of marshland was completed and is also
currently under rice production. In Seychelles, Bank support contributed to the
successful completion of the country’s debt restructuring in September 2013 in line
with the 2009 Paris Club agreement, leading to a reduction in the public debt-toGDP ratio from 150% in 2008 to 69% in September 2013. In Tanzania, 1,418
agriculture technology enterprises and 2,844 value-addition technologies in
agriculture were established with Bank support while in Uganda, the completion of
727.3km of access roads improved rural connectivity contributing to an estimated
7.5% increase in marketed produce, 36% increase in farm gate prices, 40% increase
in household incomes and a 63% reduction in travel costs.
The following chapters present in more detail the macroeconomic developments
and results achieved by Bank projects in the 6 countries covered during the 3rd
quarter of 2013.

Key results:


In Rwanda 880
metric tonnes of rice
valued at USD
884,473 were
harvested from
marshlands
rehabilitated with
Bank support



In Seychelles, Bank
support facilitated
the completion of
debt restructuring in
line with the 2009
Paris Club agreement



In Tanzania, over
1,400 agriculture
technology
enterprises and over
2,800 value-addition
technologies in
agriculture were
established



In Uganda, improved
rural connectivity
contributed to a 7.5%
increase in marketed
produce, 36%
increase in farm gate
prices, and a 40%
increase in household
incomes
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HIGHLIGHTS

BURUNDI



MACROECONOMIC DEVELOPMENTS
Table 1 – Selected Macroeconomic Indicators*
Q2 2013
4.5(p)
7.5
(22.5)
131.5
25.5
109.0
81.0
23.4
(214.3)
234.5
20.2
1,549.4
2.9 (p)
721.6(p)
370.8(p)
350.8(p)

Real GDP growth (%)
Inflation rate (CPI, %))
Fiscal balance
Total expenditure
Capital
Total revenue
Tax and non-tax revenue
Grants
External current account balance
Imports
Exports
Exchange rate (USD / FBu)
International reserves (in months of imports)
Total public debt (stock)
External
Domestic

Q3 2013
4.5(p)
10.9
(8.1)
106.1
24.8
98.0
98.0
0.0.
(177.5)
199.3
21.8
1,538.2
2.9 (p)
756.5(p)
379.8(p)
376.8(p)

Real GDP growth was
in line with
projections and driven
by agriculture and
public investments

*All figures in millions US Dollars unless indicated otherwise
Source: National Authorities and author computations

Economic Performance
Real GDP growth was strong during the second quarter, increasing at an estimated
4.5%, mainly on account of good harvests in agriculture and sustained investments
in public infrastructure in particular transport, energy, and telecommunication. Real
GDP is projected to increase by 4.5% during the third quarter. The macroeconomic
outlook for the remainder of the year anticipates downside risks related to
uncertainties around external support and declining trade due to the conflict in the
eastern part of the Democratic Republic of Congo.
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Fiscal Policy and Public Debt
Fiscal policy during the 3rd quarter of 2013 was consistent with the government’s
fiscal consolidation objectives, in spite of budget execution challenges due to cashflow problems. A revised budget was adopted in July 2013 to address these
challenges with particular emphasis on improving revenue mobilization and
prioritizing public spending to growth enhancing sectors. Measures to increase
revenue collection were implemented, including the registration of new taxpayers
from the formal and informal sectors, enforcement of customs regulations and strict
controls on tax exemptions and other incentives. Consequently, revenue collections
increased by 16% to FBu 150.7bn (USD 98.0m) in Q3 2013 compared to the previous
quarter. Revenue performance in Q3 2013 increased the total revenue for the first
nine months of the year to FBu 421.1bn, up from the FBu 385.3bn registered in the
same period of 2012. On the expenditure side, the budget execution rate in
September 2013 stood at 71% in line with the benchmark 75% execution rate at this
time of the year. The government also implemented several fiscal measures,
including zero rating of basic foodstuffs under the VAT and exempting incomes
below FBu 150,000 (USD 100) from income tax, to reduce the impact of high food
and fuel prices on the poor.
The external debt stock increased by 1.7% due to aid disbursements in July and
September. Domestic debt increased by 6.6% during this period due to increased
government borrowing. Treasury bill and Treasury bonds issuances amounted to
FBu 32bn (USD 20.8m) during the quarter under review.



A revised budget was
adopted in July 2013
to support the fiscal
consolidation
objectives



The central bank’s
key policy rate was
reduced to support
growth in private
sector credit



The narrow export
base remains the
major driver of the
high trade deficit

Monetary Policy and Financial Sector
The central bank reduced the policy rate from 12.6% in Q2 to 11.8% in Q3 to expand
credit to the private sector, while controlling inflation. Consequently, credit to the
private sector increased by 2.0% to FBu 630.9bn (USD 410m) between Q2 and Q3.
Year-on-year headline inflation increased to 12.1% in September 2013 from 10.1% in
July, driven by rising food prices. Food price inflation increased by 12.2% year-overyear in September 2013 from 6.7% in July. Headline inflation is projected to increase
further to 14% at end-2013 and higher than the 11.8% recorded in 2012 primarily due
to rising food and fuel prices.
The Burundian Franc continued to depreciate against the US Dollar, trading at FBu
1549.4 per USD in Q3 compared to FBu 1538.2 per US Dollar in Q2. The central
bank continued to implement measures to stabilize the exchange rate, including
interventions on the foreign exchange market to limit foreign exchanges purchases
by commercial banks.
External Sector
Imbalances between imports and exports remain in spite of the various initiatives
undertaken by the authorities to boost economic and export diversification. The
import bill decreased by 4% to FBu 306.5bn (USD 199.3m) between Q2 and Q3,
with petroleum products, vehicles and parts imports accounting for 50% of total
imports. Export earnings increased by 37% to FBu 33.6bn (USD 21.8m). The major
export crops, tea and coffee, recorded strong growth during this period and
accounted for 70% of total export receipts.
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OTHER NOTABLE DEVELOPMENTS AND UPDATES
Political Developments
In August 2013, some 300 Burundian personages from the government, Union of
Magistrates, and civil society organizations participated in the first National Forum
on Justice. A key recommendation from this meeting is the reconstitution of the
Higher Council of the Judiciary which is currently dominated by the executive. This
council will be composed of a majority of judges elected by their peers. In addition,
the President of the Supreme Court shall be elected by his peers for a nonrenewable term of six years in a bid to improve his/her independence vis-à-vis the
executive. However, the Union of Magistrates and civil society are concerned about
the implementation of these reforms especially since implementation timelines have
not yet been provided.



Key reforms to
improve judicial
independence were
agreed



Government and
development partners
discussed measures
to fast-truck
commitments aimed
at improving
development
outcomes

In August and September 2013, between 20,000 and 30,000 Burundian nationals
were forcefully expatriated from Tanzania, creating a potential humanitarian crisis.
The authorities are working on measures to ensure that the affected persons are
reintegrated into the community.
Donor Relations
A follow-up meeting to the Burundi development partners meeting held in Geneva
in October 2012 was held in Bujumbura in July 2013. During the conference,
approaches were discussed to fast-track infrastructure and private sector
development; employment, gender, and education; and water and sanitation. The
meeting resolved to: (i) improve public finance management to lay the foundations
for shared growth; (ii) strengthen the macroeconomic framework and create a solid,
resilient and stable environment for the development of a dynamic private sector;
(iii) develop a more stable and equitable fiscal and budgetary policy; and (iv)
streamline expenditure and revenue management, in particular by rationalizing tax
exemptions and credits.

RESULTS ACHIEVED

Key results:


Bank support in the
water sector
contributed to an
increase in access to
water by households
from 40% in 2005 to
60% in 2013 in four
provinces and suburbs
of the capital
Bujumbura



Funding to the
agriculture sector has
enabled the
rehabilitation of two
marshlands for
agriculture
development

Selected outputs and outcomes from Bank projects generated in the 3rd quarter of
2013
Bank operations in Burundi have continued to generate positive development results
during the 3rd quarter of 2013 and contributed to tangible improvements in the
livelihoods of the population. Bank support in the water and sanitation sector has
contributed to an increase in access to drinking water by households from 40% in
2005 to over 60% in 2013 (about 187,453 people) in 4 provinces and two suburbs of
the capital Bujumbura. In the agriculture sector, the Bugesera Agricultural
Development Support Project funded the rehabilitation of the Rugamura and
Kabuyenge marshlands which are now 95% and 46% completed respectively. A
total of 61 trainers for farmer extension services schools have been trained under the
project. The six thematic studies on employment funded under the Institutional
Capacity Building Project informed the country’s inaugural national forum on
employment and also contributed to the formulation of the country’s first
Employment Policy.
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A detailed presentation of the results achieved by the Bank’s projects in Burundi during the third quarter of 2013 is
provided in Annex 1, Table A.1.
Flagship Project: Rehabilitation and expansion of water infrastructure in rural areas project
In September 2005, the Bank approved UA 13.34m for
the Rehabilitation and Expansion of Water
Infrastructures in Rural Areas project (PREIHMR). The
overall objective of the project is to improve the living
conditions of rural populations through access to safe
drinking water and sanitation. Its specific objectives are:
(i) make a permanent contribution to improve access to
potable water and sanitation services in 34 Districts in 4
Provinces (Bururi, Gitega, Kayanza and Muramvya) and 2
suburbs of Bujumbura, and (ii) strengthen national
capacity to manage and monitor the water supply and
sanitation sector in the project area.
PREIHMR has contributed to several social and economic
outcomes, in particular related to access to clean drinking
water and sanitation. At the inception of the project, more than 60% of the beneficiaries had to travel more than 1
km to fetch water, but this share had reduced to 10.2%
by the project’s completion in July 2013.
Linear
Number of
Number of
Province
(in km)
people served
water points
Access to drinking water in the project area increased
116
27,153
186
from 43% in 2005 to over 60% in 2013 and more than Bururi
Gitega
68.9
29,920
93
95% of population in the project area report Muramvya
62.3
20,336
55
satisfaction with the quality of water provided by the Kayanza
149.8
42,744
114
project. Moreover, the project has contributed to a Suburbs of
reduction in the incidence of dysentery and diarrhea by Bujumbura
10
67300
18
50% and 30%, respectively. This reduction in Total
407
187,453
466
waterborne diseases has contributed to reductions in
The access to unlimited drinking water in the project area
infant mortality, household medical expenses and
rate rose from 43% in 2005 to over 60% in 2013
productive time lost due to dysentery and diarrhea
related illnesses.
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HIGHLIGHTS

KENYA



MACROECONOMIC DEVELOPMENTS
Table 2 – Selected Macroeconomic Indicators*
Real GDP growth (%)
Inflation rate (CPI, %)
Fiscal balance
Total expenditure
Capital
Total revenue
Tax revenue
Grants
External current account balance
Imports
Exports
Exchange rate (USD / KSh)
International reserves (in months of imports)
Total public debt (stock)
External
Domestic

Q2 2013
4.3
4.91
-2,772
11,637
8,865
-4,699
6,186
16,919
85.5
4.29
22,300
9,737
12,563

Q3 2013
6.7
-2621
1,7721
91
1,5101
1,5071
31
-3,561
6,030
16,393
87.49
4.30
23,599
10,454
13,145

Favorable weather
conditions continued
to drive economic
growth during the
second half of 2013

*All figures in million US Dollars unless indicated otherwise; 1data are for FY 13/14
Source: National Authorities and author computations

Economic Performance
The economy grew by 5.2% and 4.3% during the first quarter and second quarters
of 2013 compared to a growth of 3.9% and 4.4% realized during the same quarters
in 2012. The growth figures for the third quarter of 2013 have not been released
yet but are expected to compare favorably to the economic expansion during the
first half of 2013. Improved weather conditions resulting in better performance in
the agricultural sector has been the key driver of real GDP growth during the first
half of 2013. Kenya’s economy is projected to grow at 5.6% in 2013, mainly driven
by increased foreign and domestic investments, as well as increased tourism and
exports.
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Fiscal Policy and Public Debt
The central Government cumulative budgetary operations for July and August
2013 resulted in a deficit of Ksh 22.2bn (commitment basis), compared with a
deficit of Ksh 42.3bn in the same period of 2012. The deficit of 0.6% of GDP was
within the 2.1% target. For July and August 2013, total government revenues and
grants increased by Ksh 24.5bn to Ksh 128.4bn (USD 1.51bn) from Ksh 103.9bn
(USD 1.2bn) collected during a similar period in 2012. Despite this increase, total
government revenue and external grants underperformed by Ksh 13.8bn and Ksh
8.7bn respectively compared to the targeted amounts of Ksh 142.0bn (USD
1.67bn) and Ksh 9.0bn during the same period. Government expenditure and net
lending rose by Ksh 4.4bn in July and August 2013 from Ksh 150.6bn (USD 1.8bn)
during the same period in 2012. Recurrent expenditure accounted for the largest
share of total spending at 84% followed by transfers to county governments (11%)
and development spending (5%).
Kenya’s public and publicly guaranteed debt increased by Ksh 110.1bn (USD 1.3bn)
to stand at Ksh 2,004.2bn (USD 23.6bn) in August, 2013, from Ksh 1,894.1bn
(USD 22.3bn) at the end of June 2013. As a percent of total debt, external debt
declined from 44.5% in June to 44.3% in August. Total debt-to-GDP ratio
increased from 51.7% in June 2013 to 54.1% in August 2013.
Monetary Policy and Financial Sector
The overall aim of the Central Bank of Kenya’s (CBK) monetary policy is to
ensure low and stable inflation, enhance financial access, encourage economic
growth, and ensure long-term sustainability of public debt. In recent months, the
CBK continued to ease its monetary policy stance, gradually reducing the central
bank rate (CBR) from 18% in June 2012 to 8.5% in August 2013. Headline inflation
moved up from 4.9% in June 2013 to 6.7% as prices increased as a result of the
implementation of the new VAT Act 2013.



The fiscal deficit
continued to rise on
the back of increased
public spending in
spite of the pick-up in
revenue collections



The Central Bank of
Kenya continued its
gradual easing of
monetary policy to
support economic
growth, while
maintaining price
stability

The Kenya shilling weakened against major international currencies as well as
EAC currencies during the quarter under review. Against the US Dollar, the
Shilling traded at an average of Ksh 87.54 per US Dollar in September 2013
compared to the Ksh 85.5 per US Dollar average for Q2 2013. This depreciation
reflects increased demand from importers during the period under review.
The banking sector registered improved growth in assets in the year to August
2013 driven by growth in deposits, injection of capital and retention of profits.
The sector registered improved performance in earnings and capital and the level
of non-performing loans reduced compared with a similar period in 2012.
External Sector
Kenya’s overall balance of payments surplus declined to USD 512m in the year to
August 2013 from USD 997m in the year to August 2012 on account of a
reduction in the capital and financial account surplus. The current account
improved from a deficit of USD 4,131m in the year to August 2012 to a deficit USD
3,561m in the year to August 2013. As a proportion of GDP the cumulative
current account deficit reduced to 9% in August 2013 from 10% in July 2013 due
to an increase in the services account surplus.
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The banking system’s total foreign exchange holdings increased by 11% from
USD 6,967m in August 2012 to USD 7,737m in August 2013. Official reserves
held by the central bank constituted the bulk of gross reserves and increased by
13.4% to USD 6,120m or 4.3 months of import cover in August 2013. The
accumulation of official reserves during the period August 2012 to August 2013
consisted of IMF disbursements under the Extended Credit Facility and
purchases from the Foreign Exchange market.

OTHER NOTABLE DEVELOPMENTS AND UPDATES



The Balance of
Payments surplus
decreased during the
period under review
on account of a decline
in the capital and
financial account
surplus



Large underground
water resources were
discovered in semiarid Turkana county
raising prospects for
improved livelihoods
for the Turkana
people

Large aquifer discovered in the arid Turkana County
In September 2013, large underground water reserves were discovered in the
Turkana County, one of Kenya’s driest and poorest regions. Findings reveal that
the county hosts a minimum reserve of 250 billion cubic meters of water, which
is recharged mainly by the rainfalls of the Kenyan and Ugandan highlands at a
rate of 3.4 billion cubic meters per year. This newly discovered water resource
could boost Kenya’s share of available water by 17% and represents nearly
double the amount of water that Kenyans consume today. This groundwater
raises the prospect for improving the livelihoods of the Turkana people, most of
whom live in poverty and have limited access to basic services and clean water.
Institutional Reforms
Most of Kenya’s 47 Counties have now completed recruitment of staff,
completed their Integrated County Investment Plan, and continued to enact
various county based legislation. Members of the County Assemblies however
remained on strike demanding higher pay. The Judiciary continued with reforms
including the strengthening of the various arms including the Court of Appeal
and various regional sittings.
Donor Coordination and Aid Effectiveness
Kenya’s Aid Effectiveness Group and the Development Partnership Group met
more frequently compared to the first two quarters following the
operationalization of the new decentralized government structures. Dialogue
centered on the finalization of the second Medium Term Plan, County
Government Investment Plans, and the medium term expenditure framework.
Furthermore, the Government continued with the preparation of Guidelines
governing the mode of cooperation between Development Partners and County
Governments.

Key results:


Bank support in the
water sector allowed
over 300,000 people in
various parts of the
country to get access
to improved water and
sanitation services



The Bank Group is
supporting the first
phase of the Menangai
geothermal
development project
with a generation
capacity of 400MW

RESULTS ACHIEVED
Selected outputs and outcomes from Bank projects generated in the 3rd quarter
of 2013
The implementation of Bank projects in Kenya during the period under review
has continued to contribute to significant improvements in the livelihoods of
the population. For instance, support through the water services board project
provided access to improved water and sanitation services for about 48,000
people in Kibera slum and 80,000 people in the rural areas. Another 175,000
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people benefitted from improved water supply in Murang’a north and south districts. A detailed summary of the
results achieved during this period is presented in Annex 1, Table A.2.
Flagship Project: The Menengai Geothermal Development Project
In December 2011, the African Development Bank (AfDB) approved the financing of the Menengai Geothermal
Development Project, which consists of an ADF loan of USD 124.5m and a loan and grant amounting to USD 25m
from the Scaling-Up Renewable Energy Program (SREP) under the Climate Investment Funds (CIF). This project is
the first geothermal field being developed solely by Kenya's Geothermal Development Company (GDC), the agency
responsible for scaling up the country’s geothermal development. The development of the Menengai field will set the
stage for investments that will help meet Kenya’s rapidly increasing demand for power and transform the country
into a competitive clean energy economy. It will also help diversify the country’s energy mix by paving the way for
the design, structuring and testing of investments that could be replicated to develop the substantial geothermal
potential in other fields in Kenya and in the East African region. The Menengai field has a potential of up to
1,600MW and the Bank Group is supporting the development of the first phase of the steam field with a generation
capacity of up to 400MW. The Menengai project is the first project to be approved by a multilateral development
bank under the CIF dedicated to an African low income country. When completed, the project will help trigger an
increase in the supply of reliable, clean and affordable energy equivalent to the current energy consumption needs of
500,000 Kenyan households, 300,000 small businesses and an additional 1,000 GWh to other businesses and
industries. The project, located about 180km northwest of Nairobi within the eastern sector of the African Rift
system, will also help to displace around 2 million tons of CO2 per annum.
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HIGHLIGHTS

RWANDA



MACROECONOMIC DEVELOPMENTS
Table 3 – Selected Macroeconomic Indicators*
Q1 2013
5.7
3.5
-

Real GDP growth (%)
Inflation rate (CPI, %)
Fiscal balance
Total expenditure
Capital
Total revenue
271.6
Tax revenue
269.8
Grants
680 (FY2012/13)
External current account balance
(812) (2012)
Imports
539.6
Exports
156.1
Exchange rate (USD / RWF)
639.7
International reserves (in months of imports)
4.8 (2012)
Total public debt (stock)
1,597 (2011)
External
1,135 (2011)
Domestic
462 (2011)
*All figures in million US Dollars unless indicated otherwise
Source: National Authorities and author computations

Q2 2013
5.1
-

Real GDP growth
slowed during the first
half of 2013 due to the
lagged effects of the
2012 aid cutbacks

279
267.4
724(FY2013/14)
(845) (2013)
588.4
152.4
649.2
3.8 (2013)
1,652 (2012)
1,171 (2012)
481 (2012)

Economic Performance
The most recent data available indicate that real GDP growth slowed to 5.7% in
the second quarter of 2013 from 6% in previous quarter in large part due to the
lagged effects of the 2012 aid cutbacks. The services sector which accounted for
45% of total GDP grew by 4% in both Q1 and Q2 2013; three times lower than the
12% recorded in Q4 2012. Lower than programmed growth in private sector credit
impeded the expansion of key service sector activities including trade, transport,
restaurants and hotels. The industry sector contributed 15% to GDP and grew by
13% in Q2 2013, slightly less than the 14% in the preceding quarter. This strong
growth in the industry sector was largely driven by the expansion in the
construction sector especially related to public sector strategic investment
projects including the Kigali convention center and Kigali airport. In the
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agriculture sector which contributed 33% of GDP, growth also slowed marginally
from 6% in Q1 2013 to 5% in Q2 2013, but remains higher than the 3% posted in
Q4 2012. Good weather conditions and sustained investments to improve
productivity such as the crop intensification program, land consolidation, and
marshland development are the key drivers of rebound in the agriculture sector
during the first half of 2013. Real GDP growth is projected at 6.6% in 2013
compared to 8% in 2012.
Fiscal Policy and Public Debt
The fiscal policy pursued during the quarter under review remained anchored on
the fiscal consolidation strategy (FCS) which is aimed at increasing domestic
revenue mobilization and allocating adequate resources to the productivity
enhancing sectors including infrastructure. In line with the FCS, domestic revenue
collections increased from USD 271.6m in Q2 2013 to USD 279m in Q3 on account
of improvements in tax administration efficiency and introduction of tax policy
measures. Key tax revenue enhancing measures implemented during the quarter
under review included the roll-out of electronic billing machines of VAT payers, renegotiation of the double taxation agreement with Mauritius to eliminate treaty
shopping, and introduction of a mining royalty tax, among others. The domestic
revenue collections in Q3 2013 are equivalent to 15% of GDP and are in line with
the 14.9% of GDP revenue target for FY 2013/14. Direct taxes and taxes on goods
and services contributed 88% of the total tax revenue with international trade taxes
accounting for 7% of tax revenue.
Total expenditure and net lending is projected to decline from 30.5% of GDP in
2012/13 to 29.2% of GDP in 2013/14 with the largest share being allocated to
productive sectors in line with the FCS. The key priority sectors for supporting the
required improvements in economic competitiveness include energy, water and
sanitation, and transport and agriculture. The 2013/14 budget is expected to close
with an overall fiscal deficit of 5.5% of GDP and lower than the 6.1% of GDP in
2012/13.



Mobilizing domestic
revenues and
prioritizing spending
on productivity
enhancing investments
remains the primary
focus of fiscal policy



Sustained
improvements in tax
revenue
administration and
implementation of tax
policy reforms
contributed to
increased tax revenue
collections



Monetary policy
stance remained
unchanged, with
inflation stability and
private sector credit
growth continuing to
be the key objectives

Monetary Policy and Financial Sector
Monetary policy during the quarter under review was driven by the central bank’s
objective of maintaining low and stable inflation while supporting judicious
expansion in private sector credit. In line with these twin objectives; the central
bank reduced its key policy rate (the key repo rate, KRR) to 7% in June 2013 from
7.5% held since June 2012. The KRR was maintained at 7% throughout the quarter
under review. As a result, growth in private sector credit increased from 5.1% in
June 2013 to 8% in 2013, but still short of the 15% target for 2013. In addition to the
need to support private sector credit growth, the central bank’s decision to hold its
KRR steady during the period under review was also informed by the relatively low
inflationary pressures. Headline inflation increased from 3.5% year-over-year in July
2013 to 5.1% in September 2013, due to rising food prices, but remains below the
target 6.5% for end-2013. Core inflation declined from 3.6% to 3.2% during the
same period. Reduction in government borrowing from the domestic financial
market and the resumption of aid disbursements during the first half of 2013
contributed to a reduction in interest rates for T-Bills and the interbank rate.
However, banking institutions increased their deposit rates from 8.5% in July to
8.9% in September to attract deposits in order to respond to the rising demand for

East Africa Quarterly Bulletin

Page 16

private sector credit. This pent-up demand for credit contributed to an increase in
lending rates from 17.1% to 17.8% during the quarter under review.
The Rwandan Franc depreciated by 1% against the US Dollar between July and
September 2013 on account of the resumption in aid disbursements and increased
inflows including proceeds from the Eurobond. The Rwandan Franc depreciated by
3% and 4.5% against the US Dollar during the period January to September 2013
and 2012 respectively.
External Sector
Export earnings decreased by 2% to USD 152.4m in Q3 2013 from USD 156.1m in Q2
2013. However, for the twelve months to September 2013, export receipts increased
by 29% from USD 341.8m to USD 442.3m compared to the same period in 2012.
Mineral export receipts accounted for 41% of the total exports in the quarter under
review and were driven by good prices for coltan which increased from USD 47.8/kg
to USD 60.1/kg. Imports increased by 9% to 588.4m between Q2 and Q3 2013.
Imports for intermediate goods accounted for 31% of the total import bill largely
comprising imports for construction materials. Consumer goods (30% of total
imports) and capital goods and energy products were the other major import items
during the period under review.
The trade deficit widened by 14% to 436.4m between Q2 and Q3, and is expected to
increase further to USD 1,437.8 m at the end of 2013 on account of rising imports
for intermediate and capital goods to support private and public investments. The
current account deficit (including official transfers) is projected at 10.2% of GDP at
end-2013, down from 11.3 % in 2012, with the overall Balance of Payment (BoP)
position projected to post a surplus of USD 81.7m (1.1% of GDP) in 2013 from a
deficit of USD 205m (2.9% of GDP) in 2012. Higher net capital and financial inflows
amounting to USD 941.9m, including the Eurobond proceeds (USD 400m) and
foreign investment (USD 171.4m) will drive this improvement in the BoP position.

OTHER NOTABLE DEVELOPMENTS AND UPDATES



Resumption in aid
disbursements and
rising inflows
including proceeds
from the Eurobond
contributed to
stability of the
Rwandan Franc



Export receipts
reduced between Q2
and Q3 2013 but were
higher during the first
three quarters of 2013
compared to the same
period in 2012



Higher net capital and
financial inflows are
projected to improve
the BoP position from
a deficit in 2012 to a
surplus in 2013



The government and
development partners
adopted a new donor
division of labor aimed
at aligned support
with the EDPRS-2
priorities

Political developments
The third parliamentary elections since the adoption of the 2003 constitution were
conducted in September 2013. The Rwanda Patriotic Front led coalition obtained
76% of the total votes cast and secured 40 out of 53 directly elected seats. The
Social Democratic Party and Liberal Party attained 13% and 9.4% of the votes cast.
The share of parliamentary seats held by women increased from 56% in 2010 to
64% in 2013. Rwanda thus remains among the few countries globally with a female
majority in Parliament.
Donor Relations
The government and development partners held discussions in September 2013 on
the modalities for supporting EDPRS-2. A key outcome of these discussions was the
adoption of the new division of labor (DoL) to ensure alignment of DP support with
the EDPRS-2 priorities of economic transformation, rural development, productivity
and youth employment and accountable governance. The new DoL limits each DP’s
support to three core sectors based on a particular DP’s track record in a sector,
mandate, and expertise. The Bank retained two of its core sectors, i.e. energy and
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transport, while water and sanitation was been replaced with private sector
development (PSD) and youth employment. The Bank will also co-chair the
transport and PSD and youth employment sector working groups.

RESULTS ACHIEVED
Selected outputs and outcomes from Bank projects generated in the 3rd quarter of
2013
Several important results have been realized by the Bank’s investments in Rwanda
during the period under review. The Bugesera Agricultural Development Support
Project funded the rehabilitation of 400ha of marshland all of which are now under
rice production. The first rice harvest on the initial 250ha of rehabilitated marshland,
also funded by the project, was undertaken during the period under review yielding
880 metric tonnes of rice valued at an estimated USD 884,473. The Rural Water and
Sanitation project funded the construction of 8 water supply systems spanning
248km in 7 districts, enabling 467,320 people to benefit from new or improved
access to water. This has reduced the average travel time to the nearest water point
from 1 hour to less than 10 minutes. Completion of the rehabilitation of 31.24km
along the Butare-Kitabi-Ntendezi road reduced travel time from 30 to 23 minutes
and vehicle operation costs by 25%.

Key results:

A detailed presentation of the results achieved by the Bank’s projects in Rwanda
during the third quarter of 2013 is provided in Annex 1, Table A.3.



880 metric tonnes of
rice valued at USD
884,473 harvested



Reduction in the
average travel time to
collect water from 1
hour to less than 10
minutes for 467,320
people



Travel time on
upgraded 31.24km
road reduced from 30
to 23 minutes and
vehicle operation costs
by 25%

East Africa Quarterly Bulletin

Page 18

Flagship project: Bugesera Agricultural Development Project (PADAB)
Approved by the Boards of Directors in June 2006, the UA 10m grant PADAB’s development objective is to
increase agricultural production in Bugesera region by: (i) setting up irrigation infrastructure in a 1,000 ha valley;
(ii) protecting catchments and improving rain-fed farming on 5,000 ha of hills; and building the capacity of
farmers and supervisory institutions. The key outputs, outcomes, and impact generated by the project include:
Outputs:
o Development of 850 ha Rurambi marshland for irrigation completed and 400 ha under rice cultivation by 1,680
farmers
o Construction of a modern market (Kabukuba) completed. Market is operational under management of a
cooperative trained by the project;
o Training of 8,300 farmers (54% are female) completed using the Farmer Field School (FFS) extension system;
and
o Introduction of three new technologies successfully
completed including Juncao for mushroom, macropropagation for banana and pineapple, and fruit grafting.
Outcomes:
o Significant increase in yields for priority crops like
banana (from 15-25 kg/bunch to 80-100 kg/bunch) and
cassava (from 5 kg/stalk to 40 kg/stalk);
o Over 1,680 landless households have acquired 0.25 ha of
land each in the Rurambi marshland;
o Graduates from the FFS are generating income by
providing extension services to farmers in the project
region and elsewhere.
Impact:
o Increased food production and incomes has significantly
reduced malnutrition in the project region to 1.2% for children under 5 years compared to the national average of
11.7%;
o Incomes from agricultural activities in the project area have increased by 412% compared to the baseline (from
78,000 Rwf (USD 120) per year to 400,000 Rwf (USD 615) per year; and
o Participation of women in productive activities has increased by 28% compared to the baseline.
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HIGHLIGHTS

SEYCHELLES


MACROECONOMIC DEVELOPMENTS
Table 4 – Selected Macroeconomic Indicators*
Q2 2013
Q3 2013
Real GDP growth (%)
Inflation rate (CPI, %)
6.47
5.43
Fiscal balance
Total expenditure
104
40.72*
Capital
16.19
3.72*
Total revenue
125
38.7*
Tax revenue
111.71
32.9*
Grants
1.48
0.04*
External current account balance
Imports
0.2
Exports
0.064
Exchange rate (USD / SCR)
11.78
11.97
International reserves (in months of imports)
3.1
3.73
Total public debt (stock)
877
858
External
456
472
Domestic
420
386
*All figures in million US Dollars unless indicated otherwise; *Fiscal data is as at July 2013
Source: National Authorities (draft monthly reviews July and August 2013) and author
computations

The tourism sector
continued to drive
growth on the back of
a rebound in tourist
arrivals from Europe,
the country’s primary
market

Economic Performance
The tourism sector, Seychelles main economic driver, continued to perform
positively in the third quarter of 2013. Tourist arrivals for the period July-September
2013 stood at 56,486 an increase of 5% from the previous quarter. On a year to date
basis a total of 168,995 visitors had visited Seychelles up by 13% compared to the
same period last year. The domestic fisheries sector experienced a decline in volume
as the annual South Eastern Monsoon took effect decreasing the catch available in
Q3. This also had an impact on fish prices and inflation as discussed below. Given
the overall positive performance of the tourism industry during the year, real GDP
growth is still projected to increase from 2.9% in 2012 to 3.3% in 2013.
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Fiscal Policy and Public Debt
The Government continued to implement prudent fiscal policies, particularly
expenditure reduction, in order to achieve its debt reduction objective, which is to
reduce public debt to 50% of GDP by 2018. Public debt recorded in September
stood at 69% of GDP, with external debt at 38% of GDP and domestic debt at 31%
of GDP. Although the total expenditure for July 2013 exceeded that of previous
months, government was on track to achieve its expenditure forecasts for the year.
As of July 2013, Government expenditure was SCR 2.78bn against at budgeted
SCR5.4bn. Revenue expectations also held up, with revenue at SCR 2.99bn (54% of
target) as at July 2013, against a target of SCR 5.6bn. In September 2013, the
National Assembly approved a supplementary budget of SCR 99.5m (1.6% variation
of the initial budget). More than a third of the supplementary budget will be
allocated towards goods and services, while the rest will be allocated towards
restructured departments, to cater for public sector wage increments especially in
the health sector and other payment requirements across government. Overall the
Government continued to pursue its goal of fiscal consolidation into the third
quarter, in order to attain a primary budget surplus of 5.6% of GDP in 2013.



Fiscal policy remained
aligned with the
government’s debt
reduction objective



The reserve money
target was reduced to
support growth in
private sector credit

Monetary Policy and Financial Sector



Credit to the private
sector picked-up on
the back of increased
demand from the
building and
construction sector

Reserve money targeting continued to be the monetary policy anchor during the
third quarter of 2013. The monetary policy objectives for 2013 are to ensure inflation
is kept below 5.6% and exchange rate variability contained. The reserve money
target for the third quarter of 2013 was SCR 2,010m, SCR 30m lower than in the
previous quarter in a bid to improve private sector lending. By the end of the
quarter under review, the reserve money position stood at SCR 1,945m, SCR 65m
above the quarterly target, and equivalent to 3.73 months of import cover, which
was a steady rise since the beginning of the year and compared to 2.73 months end2012. The Seychelles Rupee appreciated by 7.6% and 3.8% against the US dollar and
the Euro respectively between September 2012 and September 2013 due to strong
growth in tourism. The tourism driven increase in foreign exchange inflows also
allowed the central bank to purchase foreign exchange from the market to increase
the country’s foreign exchange reserves. The positive performance in the reserve
markets and exchange rate appreciation, helped to keep inflation low, with year on
year inflation of 3.5% end of quarter compared to 7.8% the same period last year.
The declining trend in the average lending rate observed since February 2013
continued during the third quarter. As at end August 2013, the lending rate stood at
11.72%, 28 basis points lower than the previous month. On a similar trend, the
average savings rate showed a decline from 1.91% in July 2013 to 1.45% in August
2013. The interest rate spread increased to 10.28% from 10.09% in July 2013.
However, both private sector credit and claims on parastatals by the banking system
increased, with private sector credit increasing by 2.1% between July and August
2103. The growth in private sector credit was mainly driven by credit extended to
the building and construction sector which went up by 54% during the July-August
2013 period. Credit to the ‘other’ and ‘fisheries’ categories reduced by 23% and 19%
respectively during the same period.
The first listing on the country’s Securities Exchange (Trop-X) – launched in
November 2012 – was made on 9th August 2013 by State Assurance Corporation of
Seychelles (SACOS). This inaugural listing is expected to bolster market confidence
and catalyze expansion in Trop-X’s portfolio. The Seychelles Electronic Fund
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Transfer (SEFT) system was launched in August, 2013 as part of efforts to
modernize national payment systems. This interbank domestic funds transfer
system facilitates money transfers through a secure online communication
channel in a safe and efficient manner eliminating the need for physical exchange
of money and manual processing. In line with amendments made to the Financial
Institutions Act (FIA) in 2012, the regulatory oversight of non-bank financial
institutions, including insurance was transferred from the Central Bank to the
Seychelles International Business Authority (SIBA) on 1st July 2013. SIBA will now
over the insurance sector which currently comprises four domestic and five nondomestic companies.



The country’s
securities exchange
registered its
inaugural listing



External debt
restructuring was
completed in
September 2013

OTHER NOTABLE DEVELOPMENTS AND UPDATES
Donor Relations
Seychelles’ external debt restructuring, within the framework of the 2008 Paris
Club agreement, was completed on 6th September 2013 with the signing the
outstanding debt reduction agreement with the Export-Import (EXIM) Bank of
India. The agreement covered a USD 8m loan, which the Government of
Seychelles took with EXIM Bank in 2006. The EXIM Bank of India has written off
45% of the disbursed loan amount of USD 3.95m and the Government agreed to
pay back the remaining 55% at a fixed concessionary rate of 0.875% over a 20year period, including a 5-year grace period. The remaining USD 4.05m of the
original loan amount which was not disbursed has also been re-structured under
similar terms, with the interest rate being fixed at 1.75%. As a result, Seychelles
public debt stock has reduced from 150% of GDP at end-2008 to an estimated
69% of GDP in September 2013. The Government has targeted a public debt-toGDP ratio of 50% by 2018.
In preparation for the UN Third International Conference on Small Island
Developing States (SIDs), to be convened in Samoa in 2014, Seychelles hosted the
Atlantic Indian Ocean Mediterranean and South China Seas (AIMS) preparatory
meeting in July 2013. The objective of the Samoa Conference in 2014 will be to
develop a post 2015 development agenda, which takes into account the
specificities of SIDs. The meeting therefore agreed on areas of importance for the
AIMS that would be presented to the UN. The key recommendations included: (i)
need for increased financing in the priority areas of climate change, energy,
coastal protection, waste management, food security, water and sanitation; (ii)
development of appropriate frameworks for labor mobility given SIDs
vulnerabilities; and (iii) the need for improved institutional arrangements for
international bodies working with SIDs such as the UN DESA.

Key results:


The PBPCGP
supported Seychelles’
successful completion
of its debt
restructuring in
September 2013, in
line with the Paris
Club agreement of
2009

RESULTS ACHIEVED
Selected outputs and outcomes from Bank projects generated in the 3rd quarter of
2013
The Bank’s active portfolio in Seychelles comprises 6 operations including 2
projects, 2 studies, 1 Policy Based Partial Credit Guarantee Program (PBPCGP),
and 1 emergency relief assistance. The Bank’s investments in Seychelles have
contributed towards ensuring macroeconomic stability and bridging the ICT gap,
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both in terms of increasing access and reducing the price, during the first three
quarters of 2013. Support through the PBPCGP contributed to the successful
completion of the country’s debt restructuring in September 2013 in line with the
2009 Paris Club agreement. Support to ICT development has resulted in an
increase in household penetration rates and a 74% reduction in the monthly cost
of bandwidth between 2010 and June 2013.
A detailed presentation of the results achieved by the Bank’s projects in Seychelles
during the third quarter of 2013 is provided in Annex 1, Table A.4.
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TANZANIA

HIGHLIGHTS



MACROECONOMIC DEVELOPMENTS
Table 5 – Selected Macroeconomic Indicators*
Real GDP growth (%)
Inflation rate (CPI, %)
Fiscal balance (% of GDP)
Total expenditure
Capital
Total revenue
Tax revenue
Grants
External current account balance
Imports
Exports
Exchange rate (USD / TZS)
International reserves (in months of imports)
Total public debt (stock)
External
Domestic
*All figures in million US Dollars unless indicated otherwise
Source: National Authorities and author computations

Q2 2013
6.7
7.6
(5.8)
8,500
2,500
5,300
(4,173)
12,903
8,283
1,604
4.3
15,606
12,089
3,517

Tanzania’s growth
momentum is strong
with a favorable
economic outlook

Q3 2013
6.1
(4,267)
13,034
8,321
1,593
4.5
16,398
12,585
3,813

Economic Performance
Real GDP growth remained strong during the first half of 2013, recording 7.5%
and 6.7% growth in the first and second quarter respectively. Growth during the
first two quarters was driven by expansion in transport and communication, which
recorded average growth of 18.5% during the first two quarters; construction,
which posted an average growth of 5.3% during this period; and agriculture,
which grew at an average of 3.4% during the same period. Real GDP growth is
expected to continue benefiting from public investment in infrastructure and
expansion in services and trade. The outlook for the remainder of 2013 is favorable
with growth projected to sustain a similar path as in the first half of 2013 and in
line with 7% real GDP growth target for 2013.
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Fiscal Policy and Public Debt
Tax revenue collections during the 3rd quarter of 2013 amounted to TZS 2.28tn
(USD 1.4bn), equivalent to about 90% of the targeted TZS 2.5tn (USD 1.5bn) for
the quarter. The shortfall in revenue collection was due to delays in the
implementation reform measures such as the 5% on withholding tax on
professional and consultancy services and delays in the remittance of corporate
taxes by mining companies. Due to implementation challenges, the Tanzania
Revenue Authority (TRA) was also not able to collect the projected tax revenues
from mobile sim-cards.
The external debt stock stood at USD 12,585.4m at the end of August 2013, an
increase of USD 2.2bn (21%) over the amount recorded at the end of
corresponding period in 2012. The increase was mainly a result of the new external
debt disbursements and accumulation of interest arrears. The stock of domestic
stood at TZS 6,100bn in August 2013, representing an increase of about 33% over
the TZS 4,573.20bn (USD 2.83bn) recorded in August 2012. Domestic debt
continues to be driven by the increase in government borrowing from the
domestic markets to close revenue shortfalls. Government bonds continued to
account for the largest share of the domestic debt portfolio, accounting for 70%
followed by Treasury bills.



Fiscal pressures
remain in part due to
delays in
implementing tax
policy reform
measures



Domestic borrowing
to offset revenue
shortfalls contributed
to an increase level of
domestic and external
borrowing



A tight monetary
policy stance
contributed to a
reduction in headline
inflation

Monetary Policy and Financial Sector
Monetary policy remained tight during the third quarter, with annual growth of
money supply declining to 15.8% in August 2013 from 17.3% recorded in July, but
was slightly higher than annual growth of 15.1% recorded in June. This reduction
money supply growth was mainly attributed to the slowdown in the rate of
growth in net government borrowing to 35.7% in August 2013, down from 41.2%
and 75.6% in June and July 2013 respectively. Headline inflation continued to fall,
decreasing from 7.6% year-over-year in June 2013 to 6.1% in September 2013. Core
inflation, which excludes food and energy, also declined from 6.6% to 5.8% during
the same period. Continued stability in food supplies and prudent monetary policy
stance are projected to contribute to further reductions in inflation, with headline
inflation returning to the medium target of 5% by mid-2014.
Growth of private sector credit reduced slightly to 16.1% in August 2013 from 17.1%
in June 2013. Credit to building and construction registered the highest growth
rate at 42%, reflecting the on-going expansion of construction activities in the
country. Trade accounts for the largest share of private sector credit at 21.4%
followed by personal loans (18.4%), manufacturing (11.1%) and agriculture (10.9%).
During the third quarter, Tanzanian Shilling continued to remain stable,
depreciating by 0.8% against US Dollar during the quarter under review
compared to the previous quarter.
External Sector
Export earnings decreased to USD 8,321.1m in the year ending August 2013,
compared to USD 8,348.6m recorded during the same period in 2012. Gold
continued to drive export earnings although export receipts from travel and
transportation have also increased significantly. Gold export earnings amounted to
USD 1,860.2m in August 2013, accounting for the largest share in total exports at
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22%, followed by travel/transportation which contributed USD 1,796.8m or 21%
of total export earnings. Imports increased to USD 13,034.1m in the year to
August 2013 from USD 12,784.1m recorded during the corresponding period 2012.
The increase in imports was driven by oil, fertilizers, building and construction
materials, transport and equipment. During the year ending August 2013, the
overall balance of payments (BoP) recorded a surplus of USD 694.3m compared
to USD 133.6m recorded in the corresponding period in 2012. This improvement
in the BoP position was driven by an increase in net inflows under capital and
financial accounts. Gross official reserves amounted to USD 4,563.4m, equivalent
to 4.5 month of imports of goods and services, slightly higher than the USD
4,353.5m in June 2013.



The BoP surplus
increased due to
growth in net capital
and financial inflows



General Budget
Support evaluation
revealed strong
progress in achieving
development outcomes

OTHER NOTABLE DEVELOPMENTS AND UPDATES
Donor Relations
The independent evaluation of General Budget Support (GBS) covering the
period 2005/06 to 2011/12, conducted within the framework of GBS development
partners was finalized in August 2013. This evaluation concluded that GBS: (i)
contributed to GDP growth, (ii) improved outcomes in the education sector, and
(iii) contributed to overall reductions in non-income poverty, with the HDI
improving from 0.364 in 2000 to 0.466 2011. The evaluation noted that GBS
operations amounted to almost USD 5,000m during the evaluation period,
representing an average annual disbursement of USD 694m, equivalent to about
USD 16 per capita per annum. GBS facilitated an important pro-poor shift in the
sectorial composition of spending. Priority spending on key poverty reduction
sectors such as agriculture, education, energy, health, roads and water more than
doubled in nominal terms over the 7-year evaluation period. The share of total
spending in these 6 priority sectors increased from 40% to over 50% during the
evaluation period. The largest share of this funding was absorbed in the
education sector, leading to the doubling of primary school enrolments and
increasing the transition rates from primary to secondary from 20% in 2006 to
54% in 2012.

RESULTS ACHIEVED
Selected outputs and outcomes from Bank projects generated in the 3rd quarter
of 2013
Noticeable results have been generated by the Bank’s projects in Tanzania during
the 3rd quarter of 2013. For instance, the upgrading of over 61.3km of roads was
completed under the Road Sector Support Project I Road. The District
Agriculture Sector Investment Program contributed to various results including
the training of 11,375 participatory farmer groups; and the establishment of 1,418
agricultural technology enterprises and 2,844 value-addition technologies in
agriculture. The project also supported the development of five strategic market
centers; construction of 24 water control structures (irrigation systems) with onfarm works and upgrading of 164.2 km of feeder roads.
A detailed presentation of the results achieved by the Bank’s projects in Tanzania
during the third quarter of 2013 is provided in Annex 1, Table A.5.

Key results:


Upgrading of 61.3km
of roads completed;



Over 1,400 agriculture
technology enterprises
and over 2,800 valueaddition technologies
were established
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HIGHLIGHTS

UGANDA


MACROECONOMIC DEVELOPMENTS
Table 6 – Selected Macroeconomic Indicators*
Real GDP growth (%)
Inflation rate (CPI, %))
Fiscal balance
Total expenditure
Capital
Total revenue
Tax revenue
Grants
External current account balance
Imports
Exports
Exchange rate (USD / UGX)
International reserves (in months of imports)
Total public debt (stock)
External
Domestic

Q2 2013
2.1
3.5
(438)
772
801.9
782.4
212.2
1,282.9
758.5
2,585.7
4.4
-

Q3 2013
6.8
(663.0)
749
773
702.8
42.8
(716.7)
865.6**
460.7**
2,578.4
4.2
-

Real GDP expanded
by 2.1% in Q2 up from
1.5% in the previous
quarter on the back of
strong growth in
industry

*All figures in million US Dollars unless indicated otherwise
Source: National Authorities and author computations, **July and August figures only

Economic Performance
According to the most recent data, real GDP grew by 2.1% in Q2 2013, an
improvement from 1.5% registered in Q1 2013, largely driven by the strong
performance in the industry sector which grew by 3.9% in Q2 against 0.3% in Q1.
The strong performance in industry is attributed to the expansion in the mining and
quarrying activities which increased by 16.4% and growth in manufacturing (8.7%).
Agriculture, which employs over 66% of the work force, grew moderately at 1.2% in
Q2 down from 4.5% in Q1 due to a slowdown in key export crops such as cotton,
which only grew by 0.6%. Adverse weather conditions, initially drought conditions
which were followed by torrential rains affected cotton yields. However, coffee and
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tea registered increases in production. Services grew by 5.8% in Q2, due to the
strong performance of trade which grew by 6.8%. Real GDP is projected to remain
in the 6-7% range for FY 2013/14.
Fiscal Policy and Public Debt
Fiscal policy during the quarter under review was driven by the government’s
objective of implementing major infrastructure projects such as the USD 1.2bn
Karuma Hydro power dam. However, despite prioritizing infrastructure spending,
total Government expenditure during the 3rd quarter was UShs 1,932.5bn (USD
749m), hence less than the programmed UShs 1,989.3bn (USD 772m). This gap is
mainly due to shortfalls in budget support and project grants. And yet, compared to
Q3 2012, government spending was higher in Q3 2013. The fiscal deficit (including
grants) for Q3 stood at UShs 633bn (USD 245.8m) compared to UShs 432.2bn
(USD 168.8m) during the same period in 2012 on account of the increased spending
on infrastructure.
Tax revenue in Q3 2013 amounted to UShs 1.8tn (USD 702.8m), which was
UShs.26bn lower than programmed, but represented a 17% growth compared to
revenue collection for the same period the previous year. Revenue performance
during the period under review is attributed to increased collections from direct
taxes. However, domestic (including VAT) and international taxes underperformed,
registering a shortfall of UShs 35bn, and UShs 16bn respectively. Going forward, the
Uganda Revenue Authority is expected to sustain the implementation of several
revenue enhancing measures including enforcement of rental income tax collections
and the country-wide roll-out of customs e-tax software (ASCYCUDA world).



Fiscal policy
prioritized
investments in public
infrastructure



Domestic revenue
collection performed
at 98.4% against the
Q3 targets and was
17% higher than
collections in Q3 2012



The central bank’s key
policy rate was
increased to control
inflationary pressures

The interest payments for both domestic and external debt during the period
under review amounted to UShs 244.3bn (USD 94.8m) up from UShs 229.8bn
(USD 89.3m) during the same period in 2012.
Monetary Policy and Financial Sector
The Central Bank increased its key policy rate (central bank rate) from 11%, held
since June 2013 to 12% in September 2013. The combination of tight monetary
policy and improvements in food production during Q3 2013 contributed to a
reduction in headline inflation to 6.9% year-over-year in Q3 2013 compared to
10.5% in Q3 2012. However, headline inflation increased from 5.1% year-over-year
in July 2013 to 8.0% in September 2013 and remains above the 5% medium term
target. Core inflation mirrored similar trends increasing from 6.4% to 6.9%
during July 2013 and September 2013 respectively. Headline inflation is projected
to remain in single digits for the remainder of 2013 and stabilize around the
central bank’s medium‐term policy target of 5.0% by June 2014.
Credit to the private sector increased by 9% in the twelve months to August 2013
compared to 6.6% during the same period in 2012, driven by growth in both
foreign and domestic currency loans which increased by 4% and 3.7%,
respectively, between May and August 2013. However, growth in credit to the
private sector still remains below the programmed 15% target.
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External Sector
The most recent data show a reduction in the trade deficit to USD 593.2m during
the three months to August 2013, from USD 619.5m during the same period in
2012, due to a stronger reduction in imports than in exports. Imports decreased to
USD 1,300.8m from USD 1,354.6m during this period as a result of declining
imports for capital and intermediate products. Exports also declined during the
same period, but less strong than imports, from USD 735.2m to USD 707.5m,
largely due to a reduction in coffee and non-coffee exports which declined by 20%
and 1.2%, respectively. The deficit on service and income accounts increased to
USD 250.81m in Q3 from USD 213.89m in Q2. Consequently, the current account
deficit excluding transfers increased from USD 700.7m in the three months to
August 2012 to USD 716.7m during the same period in 2013. The surplus on the
capital and financial accounts more than offset the current account deficit yielding
a Balance of Payments surplus of USD 2.4m in August 2013. Gross foreign
exchange reserves at end of August 2013 stood at USD 2,912.3m, equivalent to 4.2
months of imports compared to USD 2,817m in August 2012. The Shilling
appreciated by 0.6% against the US Dollar between June 2013 and September 2013,
driven in part by the resumption of aid disbursements in May 2013.



The balance of
payments position
registered a surplus in
August 2013 as the
surplus on the capital
and financial accounts
more than offset the
current account deficit



Government and
development partners
discussed performance
on key PFM targets
noting that 5 of 7
actions had registered
satisfactory progress

OTHER NOTABLE DEVELOPMENTS AND UPDATES
Donor Relations
Government and Joint Budget Support Framework (JSBF) Development Partners
(DPs) held a meeting on 9th September 2013 to review progress in implementing the
High Level Government Financial Management reform Action Plan Matrix (HLAM).
The meeting noted that 5 out of the 7 actions points had registered satisfactory
progress and were on track to being achieved. This meeting also reviewed FY 2011/12
performance as outlined in the Joint Assessment Framework (JAF4). JAF indicators
provide a basis for the annual assessment of the government’s performance.

RESULTS ACHIEVED

Key results:


Construction of
727.3km of access
roads was completed
contributing to a 7.5%
increase in marketed
produce, 36% increase
in farm gate prices,
and a 40% increase in
household incomes



Construction of
Kasanje and Kako
town water supply
systems was
completed, enabling
14,909 people to have
access to potable and
clean water

rd

Selected outputs and outcomes from Bank projects generated in the 3 quarter of
2013
The Bank continued to realize significant results during the third quarter of 2013
from its projects in Uganda. For instance, the Community Agricultural Infrastructure
Improvement Programme – Project 1 (CAIIP-1) completed the construction of
727.3km of access roads. The resulting improvements in rural connectivity
contributed to an estimated 7.5% increase in marketed produce, 36% increase in
farm gate prices, 40% increase in household incomes and a 63% reduction in travel
costs. In water and sanitation, completion of 82 household ecosan toilets and 18
public toilets enabled 492 families and 720 people to access improved sanitation
facilities, thereby reducing incidences of disease outbreaks. Moreover, the completion
of Kasanje and Kako town water supply systems in Masaka district enabled 7,431 and
7,478 people respectively to have access to potable and clean water supply which has
also reduced the incidence of water-borne disease.
A detailed presentation of the results achieved by the Bank’s projects in Uganda
during the third quarter of 2013 is provided in Annex 1, Table A.6.

East Africa Quarterly Bulletin

Page 29
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KENYA’S POLITICAL ECONOMY AND DEVOLUTION
Over the last two decades, Kenya has gone through a political transformation beginning with the repeal of Section
2A of the constitution in 1991. The repeal returned Kenya to plural democracy where multiparty politics was reintroduced. However, it was not until 2002 when a proper transfer of power took place from the single party era
of the ruling Kenya African National Union party to a new National Rainbow Coalition party. Over the last ten
years, further political transformation took place including the passing of a new constitution in 2010 that altered
the country’s governance structure. It introduced a political system with an executive wing that is completely
autonomous from the legislature. It also strengthened the position of the judiciary, with more autonomy including
significant powers to prepare its own budget. The new 2010 constitution also introduced two layers of
government, i.e. national and 47 county governments. Beginning in March 2013, the two layers of government
began to coexist with distinct functions as explicitly specified in the constitution. Both levels have legislative,
planning and resource mobilization and distribution roles. The new dispensation thus requires constant nurturing
and capacity building for effective service delivery to be realized.
1.o BACKGROUND AND CONTEXT
1.1 Recent Developments and Situation Today
In 1963 Kenya’s first Government introduced
governance policies that effectively turned the
country into a de facto one-party state. Multiparty
democracy was reintroduced to Kenya with the repeal
of Section 2A of the constitution in December 1991.
However, a proper transfer of power only took place
in 2002 when President Mwai Kibaki came into office
on a platform of reform, promising to change Kenya’s
constitution and centralized governance model within
100 days. His election began a process that eventually
led to the adoption of a new constitution,
promulgated on 27th August 2010.
Kenya’s new constitution has been a historical
milestone for the country. It provides a framework
for a more accountable and transparent government
and introduces a decentralised governance system
intended to increase citizen participation and
oversight. Getting the implementation right, from
paper to concrete actions, however, will be a critical
part of the current transition phase.
On 4th March 2013, Kenyans elected Uhuru Kenyatta
as the country’s new president. Kenyatta, along with
running mate William Ruto, won 50.07% of the vote
against main rival Raila Odinga’s 43.31%1. The
elections were largely peaceful, helping Kenya to

demonstrate its stability and perhaps a newfound
political maturity to the rest of the world after
disputed and violent elections in 2007. This has set a
positive forecast for social and economic
development in the coming years. Kenya’s new
leaders will however, continue to face charges of
crimes against humanity at the International Criminal
Court (ICC) toward the end of this year, relating to
their alleged involvement during the violence
following the 2007 election. Both men deny their
involvement and plead not guilty to the charges.
1.2 Kenya’s Governance Performance
Kenya’s performance against international ‘good
governance’ indicators has been relatively stable,
although low-scoring, since 2008. In 2011 the Mo
Ibrahim Index, Kenya had a score of 52.7 (out of 100),
marginally higher than the continental average of 51.2
and higher than the regional average of 47.5. 2 This is
down from a score of 54 in 2008. Areas in which
Kenya’s performance has worsened, albeit marginally,
include regulatory quality and sustainable economic
opportunity. The overall trend is one in which
governance scores have fluctuated only marginally
between 2008 and 2011.
The new government has pledged commitment to
economic growth, with key priorities set to include
security, revamping foreign policy, rationalizing the
Mo Ibrahim Foundation, 2012 Ibrahim Index of African
Governance, Data Report, October 2012
oibrahimfoundation.org/downloads/2012-IIAG-data-report.pdf
2

1

Elections Observation Group, 2013
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National Economic and Social Council (NESC)3,
unemployment, the development of common
infrastructure within the East African Community
(EAC) and intra-Africa trade. Key challenges to
Kenya’s economic growth and development however,
include a widening current account deficit, low
productivity and competitiveness, low employment
creation, inequality across the country and a lack of
national cohesion.

political elite, a clear break away from previous
government appointments based on political
patronage. There are high expectations that the new
cabinet will work effectively, refrain from engaging in
self-serving politics and deliver noticeable results.
Appointees will need to work quickly and
affirmatively to meet such expectations and build
public trust.

Implementation of the new constitution and
transition to a more devolved governance structure
provides an opportunity for Kenya to address historic
governance weaknesses, for example around
corruption and the rule of law. However, timely,
effective and transparent implementation will be key
to improving Kenya’s governance portfolio and
ensuring improvements are reflected at an
international scale.

The constitution provides for the devolution of some
power, responsibility and resources from the central
to local levels. It creates two levels of government, the
national government and 47 new County
Governments, each of which with a County
government and County Assembly elected by voters.
The constitution entitles counties to a minimum of
15% of national revenue. County governments are
tasked with carrying out the executive functions of
the county and County Assemblies take on the
legislative role and act as the voice of their citizens to
provide legitimacy and accountability to the County
Executive. Citizens are expected to give input to
planning and budgetary processes and are
encouraged to monitor development activities,
reinforcing the aim of bringing governance closer to
the people and exercising power in the management
of the country’s resources. Devolution is likely to be
the most complex part of Kenya’s governance
transition and is expected to require a considerable
amount of external and domestic support,
particularly at the county government level.

1.3 Political Economy
The new constitution significantly alters Kenya’s
governance structure through far reaching reforms. It
moves Kenya’s governance away from a semiWestminster model towards a United States model
with more explicit distinctions between the legislative
and executive branches, and the creation of a
bicameral legislature similar to the US congressional
model. It emphasizes transparency and accountability
throughout the system, reduces the power of the
Presidency, and promises to provide more equitable
service delivery for all. The main changes include the
election of Senators for the 47 counties, responsible
for representing and protecting the interest of the
counties and their governments, the creation of new
county governments, increased autonomy and
oversight of the parliament, increased transparency
of parliamentary committees and the devolution of
power and resources to the county level.
The new cabinet of 18 ministries (down from 44
under the previous coalition government), mostly
made up of technocrats drawn from outside Kenya’s
The NESC was set up under the Office of the President. It
advises the government on policies required to accelerate
social and economic development, making recommendations
to Cabinet and identifying gaps within existing programmes
and policies.

1.4 Devolution

Local government in Kenya has historically been used
as a mechanism for limited decentralization, with
national government retaining complete control over
local authorities.4 Devolution under the new
constitution aims for a complete shift away from
centralized power in Kenya, providing for an
independent local government structure to be an
equal partner before the constitution. Kenya has
chosen a ‘cooperative devolution’ model based on
interdependence and cooperation between both levels
of government, designed to encourage mutual respect
and prevent hierarchy within the system. Political

3

Government of Kenya, Final Report of the Taskforce on
Devolved Government, Volume 1: a report on the
implementation of devolved government in Kenya, undated
4
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statements made since the elections in March this
year indicate that political commitment to devolution
is high, although concrete policy and action is now
required.
The breakdown of functions and role clarity across
government is an important part of devolution.
Security and foreign affairs mandates remain
exclusively with national government whilst all other
sectors become the shared responsibility of county
and national government. A clear and detailed
framework for this division of labour is critical to
identifying the roles and responsibilities of different
government institutions. A Task Force on Devolved
Government (TFDG) was established in October 2010
to advise the government on the implementation
process for devolution. A Commission for the
Implementation of the Constitution (CIC) was also
established in January 2011 to monitor, facilitate and
oversee development of legislation and administrative
procedures for implementing the Constitution,5 and
parliament has been working to pass transitional
legislation to help embed constitutional reforms and
support devolution. A Transition to Devolved
Government Act was passed in 2012, with a
Transition Authority (TA) established in June 2012 to
serve as the focal point of this Act. The TA works as
an advisory body for the transition, for example, to
determine what functions should be transferred to
county governments and when.
1.5 Summary
Kenya’s governance and devolution processes over
the next two to three years are likely to face a
number of challenges (explored below). It will take
time for different stakeholders to clearly identify and
define their roles, and for new systems to run
efficiently and effectively. Kenya may see initial
declines in its governance, for example in some areas
of service delivery and legislation-making processes. A
number of international governance indicators may
also temporarily slide backwards, potentially in
human development, government effectiveness and
control of corruption, as a new government structure
works to implement new legislation. If Kenya can
5

Commission for the Implementation of the Constitution
website, 2013, http://www.cickenya.org

consistently work towards an effective and
participatory governance transition as outlined in the
constitution however, it will have a unique
opportunity to make significant advancements on
such indicators over a relatively short period of time.
2.0. MAJOR ISSUES, CHALLENGES AND
OPPORTUNITIES
2.1 Political governance
Kenya’s new constitution seeks to ensure equitable
service delivery for all citizens. There is no guarantee
however that once functions are devolved, county
governments will do a better job of service delivery
than former local government authorities, especially
as they are likely to face initial capacity and resource
limitations. The national government is responsible
for building county government capacity under the
constitution, a task likely to require a huge amount of
resources if all 47 counties are to be properly
supported. However, it is not clear that national
ministries currently have the capacity to undertake
this task. Capacity building across government will be
critical for successful implementation of the
constitution.
Recognizing potential capacity constraints the
constitution provides for the gradual transfer of
functions from national to county level by mutual
agreement. Transferring functions to local
governments before they are ready could potentially
do more harm than good. Any initial setback in local
service delivery might undermine citizens’ trust in
the new county governments before they have had a
chance to properly establish themselves. Counties will
however require some resources to begin operations,
although it is currently not clear what proportion of
resources can be allocated at this level whilst some
functions remain under central government control.
Moving forward, the handover of functions will need
to be fully coordinated and transparent to avert any
accusations of the national government prolonging its
hold over centralized power. The government should
also ensure clear planning and budget documents
within each ministry, department, and agency that
ensure functions are clearly assigned to prevent
duplication and/ or service delivery gaps.
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Transition to the new dual governance system
requires Kenya government to make provision for an
entirely new layer of county government staff whilst
simultaneously absorbing large numbers of existing
staff. Clause 31 of the constitution allows for offices to
be abolished or persons to be removed from office
but this would have heavy redundancy costs. Moving
forward a comprehensive list of all new and existing
government staff should be analyzed to look at
opportunities for absorbing staff into new structures,
including in those areas that might be under capacity
and/or for supporting the extensive capacity building
that will be required across government. Any
opportunities for redundancies should be considered.
2.2 Political Economy
There is the potential for previously corrupt systems
within the civil service to undermine and/or delay
reform processes, for example, through deliberate
inaction. A heavy reform agenda and tight timeframes
for delivering legislation already allowed antireformers in Kibaki’s government to delay and/or
rush important legislation. This has led to a number
of weak and uncoordinated Bills that could
undermine implementation of the new constitution.
The PFM Act (2012) established a new PFM
framework to be followed by all levels of government.
The potential for devolved corruption at the county
level however, remains high and there is fear that a
new group of local elites will emerge, more interested
in capturing state resources for personal gain than
ensuring equitable service delivery for their
electorates. Citizens in counties where corruption
becomes rife could find themselves worse off than
they were previously, as projects and services are left
underfunded. New systems of accountability and new
checks and balances will need to be introduced, to
ensure adequate oversight of county government
operations and to help protect against decentralised
corruption. The Auditor General is mandated to audit
county administrations, but reporting is to the
county assembly and not the Public Accounts
Committee of the national parliament. It is not yet
fully clear where overall responsibility and oversight
for accountability and corruption will lie but there
may be potential for civil society to reinvent itself as a

watchdog for ensuring accountability throughout the
governance chain, especially at the county level.
Kenya’s governance transition is widely recognized as
being one of the biggest and most complex in recent
history and will ultimately require strong institutional
arrangements and capacities to guide its
implementation. Institutional tensions however, are
already threatening to derail the early stages of
transition. The TA for example faces problems of
weak administrative capacity and lacks strategic
vision for the transition process. This could threaten
their ability to manage the transition and to ensure
activities are correctly sequenced. It is also likely to
undermine their ability to work effectively with other
institutions critical to the devolution process,
including the CIC and the Central Revenue Authority
(CRA). TA capacity will need to be urgently reviewed.
Despite these higher-level institutional tensions,
expectations are high that devolution will address a
complex range of local needs by allowing Kenyans
more choice and control over how public resources
are spent. Counties will in theory be better placed to
deliver services than national government because
they have in-depth awareness of specific challenges
and the local knowledge required to address them.6
However, some counties may experience initial
deterioration of service delivery as new government
systems and structures take time to begin operating
at full capacity and as devolution may result in an
unbalanced allocation of human resource skills across
the country. These more technical challenges may
ultimately widen capacity gaps, as some counties will
be working from a lower skills base than others, and
could weaken expectations and trust in local
governance systems.
The constitution makes provision for an Equalisation
Fund to help deliver basic services to parts of the
country previously underserved. The fund will
allocate one half percent of all revenue collected by
the national government each year to underserved
counties, proportionate to individual needs. Effective
oversight of both county-level delivery and the
Equalisation Fund will be critical for helping to
ensure long-standing inequalities are addressed and
6

World Bank, Devolution without Disruption, 2012
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do not widen under the new governance structure.
Mechanisms for redressing ongoing inequalities
should also be built into the transition process.

coordinated and effective service delivery in those
areas where county sub-units overlap, for example
municipal services in urban areas.

2.3 Devolution

The separation of responsibilities for shared functions
between national and county governments also lacks
clarity at this stage. Although devolution provides an
opportunity to address mismanagement between the
two levels of government, a clear and wellunderstood division of responsibilities will be
required for effective governance arrangements
moving forward. A clear transitional framework
should set out the roles and responsibilities of each
level of government, including every ministry, agency
and department at the national, regional and local
levels. Failure to provide such a framework will likely
exacerbate existing confusions, support the creation
of bad practice and present a huge challenge to
devolution beyond the transition.

Although the legal framework and institutions for
devolution are in place, practical preparations started
late. This is partly due to a lack of capacity and
resources within the TA, which has resulted in weak
internal systems and an inability to establish
functional relationships across government. Laws are
still pending, preparatory work remains ongoing and
Kenya’s citizens have not been well-briefed on what
to expect from the transition process.
How well counties are able to interact with and
represent their citizens in governance planning,
decisions and monitoring will be essential for
devolution. In 2010, President Kibaki’s government
agreed to fund and facilitate civic education through
the Kenya National Integrated Civic Education
Programme (K-NICE). While a number of public
officers have been trained since January 2012, this
work has only recently gotten under way and there is
evidence to suggest Kenyans’ understanding of
devolution remains limited. Getting citizen
understanding and expectations right from the
beginning of the transition process will be critical for
setting the tone of engagement between Kenya’s
government and its citizens moving forward. Civic
education is needed not only to introduce the
principles of devolution but also to continuously
reinforce the need and processes for citizens’
engagement in Kenya’s governance.
Another challenge of devolution is likely to be the
cooperation required between counties to ensure the
effective management of trans-county natural
resources and joint infrastructure (for example roads
and water). Article 6(2) of the Constitution provides
for effective cooperation and consultation between
counties and allows for national legislation to ensure
effective and fair management of resources. However,
there is potential for conflict if these aspects of
devolution are not managed properly. The TFDG
recommends joint fora be established for
coordination at this level. Inter-county service
provision mechanisms will also be required to ensure

3.0 RECOMMENDATIONS
Harnessing the opportunities and mitigating the
challenges discussed above will require swift
responses from the various stakeholders. The key
recommendations include:
1.

Adequate support should be provided to those
agencies and commissions established to guide
implementation of the new constitution and the
transition process. These include, among others,
the CIC and TA, institutions that currently face
capacity and funding concerns and yet are tasked
with delivering one of the most complex
governance reforms in modern history. It is
critical that these institutions are supported to
undertake key reform processes in a timely and
sequential manner that will set the foundations
for a smooth transition to devolved governance
in Kenya.

2.

The government, largely guided by a
strengthened TA, should be supported to
develop practical frameworks and action plans
for a number of critical devolution processes, for
example for capacity building within
government. This should focus on taking
constitutional provisions and theory and turning
it into concrete actions and activities with clearly
allocated roles and responsibilities for the
different levels and institutions of government.
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3. The focus and momentum of civic education
campaigns should be maintained throughout the
transition process. Positive progress was made in
engaging citizens in Kenya’s governance through
the constitution process and in the buildup to
the 2013 elections and this should be built upon
moving forward. Civic education will be critical
for Kenyans to learn together as a nation and to
ensure citizens are able to hold their new
government to account, thus helping to prevent
new opportunities for corruption and
mismanagement of government resources.
4. Inequality remains one of the biggest challenges
facing development and economic growth in
Kenya. Ensuring that existing inequalities are
properly addressed through the devolution
processes, and that new inequalities are not
allowed to emerge, will be critical to the success
of governance reforms and will help to prevent
new divisions within a country that is already
heavily polarized.
5. Donors should continue their support for PFM
although it should be realigned to support
Kenya’s new governance structures. Such
support will need to expand its focus to the
county level, where new financial management
systems will need to be built from scratch and in
coordination with Kenya’s new single PFM
framework. There is an opportunity for
transparency to be significantly increased across
all levels of government if PFM systems are
structured and managed correctly from the
beginning of the transition process.
6. Civil society should be supported to identify
their new role in today’s Kenya, a country where
democratic space has been greatly improved and
in which governance looks set to be taken much
closer to the people. Civil society potentially has
an important oversight role to play throughout
the transition process and across all levels of
government, although some capacity building
may be required, particularly at the local level, to
support this additional layer of accountability.
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IV | RESULTS ANNEX 7

7

“N/A” in the following tables means that no results were generated by
the ongoing projects during the period under review.
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Table A.1. Burundi: Selected results achieved during July-September 2013
Project Title

Outputs

Outcomes

Transport
Nyamitang-Ruhwa-Ntendezi-Mwityazo
Road Project (50.6 km) (16/12/2008 –

80% of the rehabilitation of 30 km of rural roads
completed

o Reduced travel time in rural area

57 km of rural roads completed

NA

o Reduced travel time in rural area
o Access to basic services is facilitated
o Development of income-generating
activities for the population in the project
region
NA

NA

NA

NA

NA

o 95% rehabilitation of Rugamura marshland
completed
o 46% rehabilitation of Kabuyenge marshland of
completed
o 61 facilitators for farmers field school have been
trained
o Landscaping of 800km of contours completed
o Planting of 2,051,188 agro-forestry plants and
fruit products completed
o Planting of 1,181,188 plants forest products
completed
NA

NA

Project completed in July 2013

Access to drinking water increased from
40% in 2005 to over 60% in 2013 in the 4
concerned provinces (Bururi, Gitega,
Kayanza, and Muramvya) and the
southern suburbs of Bujumbura.
N/A

31/12/2013; UA 49.4 m grant)
Gitéga-Nyangungu-Ngozi Road
Development and asphalting project
Phase I (30 km)

(27/09/2010 – 31/12/ 2013 UA 24.1 m
grant)
Gitéga-Nyangungu-Ngozi Road
Development and asphalting project
Phase II (50 km)

(29/06/2011 – 31/12/2015 - UA 32.0 m
grant)
Project to develop road on the NorthSouth Corridor (45 km)

(27/06/2012 – 31/12/2017; UA 27.5 m
grant)
Isaka-Kigali Railway Study Phase II
(Regional)

(17/11/2009 – 31/12/2013; UA 1.7m grant)
Agriculture
Bugesera Agricultural Development
Support Project (Regional)

(25/09/2009 – 31/12/2015; UA 15.0 m
grant)
Project to Support the Lake Tanganyika
Integrated Regional Development
Program (Regional)

17/11/2004 – 31/12/2013 UA 4.96 m
grant)
Watershed Management And Climate
Resilience Improvement Project
(PABVARC) 23/04/2013 – 30/06/2018
UA 8,22 m grant)

NA

NA

Water and Sanitation
Project to support the rehabilitation
and expansion of water infrastructure
in rural areas

(14/12/2005–31/12/2013; UA 12.0 m
grant)
Lake Victoria Water and Sanitation
Program II (Regional)

N/A

(17/02/2010 – 31/12/2015; UA 14.1 m
grant)
Energy
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Project Title
NELSAP Interconnection (Regional)

Outputs
N/A

Outcomes
N/A

8

(27/08/2008 – 31/12/2014; UA 15.2 m
grant)
Multi-sector
Support Program for Economic
Reforms

N/A

N/A

Institutional Capacity Building Project
(PRECA): (i) Data collection on labor
and social protection, (ii) Promotion of
employment and youth
entrepreneurship, (iii) Public Financial
Management (iv ) Monitoring and
evaluation of poverty, and (v) Private
Sector Development

6 thematic studies related to employment were
completed and validated by stakeholders

The studies informed the inaugural
National Forum on Employment and
contributed to the country’s first
Employment Policy

(11/08/2012 – 31/12/2013; UA 11.0 m
grant)

(28/11/2012 – 31/12/2014; UA 6.3 m
grant)

8

N/A = No outputs achieved to-date. Project/ program is less than 15% disbursed and procurement activities are in their initial stages and in a few cases are
being finalized.
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Table A.2. Kenya: Selected results achieved during July-September 2013
Project Title

Outputs

Outcomes

Agriculture
Kimira- Oluch Smallholder Farm
Improvement Project (31May06-

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

30Sep13; ADF Loan: UA 22.98m, ADF
Grant: UA1.15m)
Small-Scale Horticulture Development
Project (05Sep07-31Dec14; ADF Loan:

UA 17m)
Green Zone Dev. Support Project

(12Oct05-30Jun14; ADF Loan 25.04m)
Ewaso Ng'ïro North Natural Resources
Conservation Project (22Apr05-31Dec13;

ADF Loan : UA 13.59m; ADF Grant : UA
2.89m)
Restoration of Farm Infrastructure and
Rural Livelihood Project (RFI&RLP) (4

th

June 2009-31 Dec13; ADF Loan: UA 15M)
st

Multinational - Drought Resilience and
Sustainable Livelihood (19Dec12-30Jun18;
ADF Loan : UA 37.41m)
Transport

N/A

N/A

Timboroa - Eldoret Road Project
(24Nov10-29Feb16; ADF Loan :
UA35.0m)
Mombasa-Nairobi-Addis Corridor II

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

(01Jul09-31Dec15 ; ADF Loan : UA
125.0m)
Arusha- Namanga-Athi River Road
Development (13Dec06-31Dec13; ADF

Loan: UA 49.24m)
Mombasa-Nairobi-Addis Corridor III

(30Nov11-31Dec17 ; ADF Loan : UA
120m)
Water and Sanitation
Integrated Land & Water Management

N/A

N/A

(27Aug09-30Dec13; AWTF Grant : UA
1.69m)
Water Services Boards Support Project

o

(26Nov07-30Dec13; ADF Loan: UA
35.19m; RWSSI Grant: UA 9.78m)
o
Multinational : Lake Victoria Water and
Sanitation Programme (17Dec10 -

Intakes at Muranga Bulk water supply
project completed and treatment
plants with a total capacity of
43,511m3/day completed. Bulk water
supply pipeline for 60Km installed
29 rural water supply and sanitation
projects are complete

N/A

o A total of 80,000 people in the rural areas of the
project are benefitting from improved access to
water and sanitation.
o 175,000 people are benefitting from improved
water supply in Muranga North and South
districts
N/A

31Dec15; ADF Grant : UA 10.39m)

Nairobi River Basin Restoration

(06Dec10 - 31Dec15; ADF Loan : UA
35m)

o Additional 20% added to Nairobi sewage
treatment capacity, main trunk sewers
installed for 12 Km, feasibility study for
Methane Capture System completed,
capacity building & training program 80%
completed, tree planting initiated.

o 1000 additional people benefitting from improved
sewerage treatment facilities
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Project Title
Small Towns Water and Sanitation

Outputs
N/A

Outcomes
N/A

(03Nov09 - 31Dec14; ADF Loan : UA
70.0m)
Human Development
Community Empowerment and
Institutional Support Project (17Dec07-

31Jul14; ADF Loan: UA 17m)
Technical Industrial Vocational and
Entrepreneurship Training (16Dec08-

31Dec13;ADF Loan : UA 25m )
Education III Project(30Jun 13-ADF loan;
ADF Grant
Support to Enhancement of Quality and
Relevance in HEST (14Nov12-30Jun18;

o 10 County and sub-county planning offices
have been constructed
o ICT equipment procured for 10 District
Planning Offices

o Enhanced capacity of the Ministry of devolution
and planning
o Increased effectiveness of county and sub-county
planning officials

o Three engineering workshops completed
and handed over to the TTI.

N/A

N/A
N/A

N/A
N/A

ADF Loan : UA28m)
Energy
Mombasa Nairobi Transmission Line
(06May09-31Dec13; ADF Loan: UA50m)
Kenya Power Transmission Systems
Improvement Project (06Dec10-30Jun15;

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

ADF Loan: UA 46.7m)
Menengai Geothermal Development
project (10Jul12-31Dec17; ADF Loan: UA

80m, SREP Loan: UA 11.64m, SREP
Grant: UA 4.99m)
NELSAP -Kenya Component (16Jun1031Dec14; ADF Loan : UA 39.77m)
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Table A.3. Rwanda: Selected results achieved during July-September 2013

Project Title

Outputs

Outcomes

Agriculture
Bugesera Agricultural
Development Support Project
(24/07/2006 – 31/12/2013; UA
10m grant)

o First harvesting of rice on the initial 250ha
done yielding 880 metric tonnes valued at an
estimated USD 884,473.
o Rehabilitation of 400ha of marshland
completed and planted with rice – harvesting
is expected in January 2014. Plots of 0.25 acres
each distributed to 1,680 households.

N/A

Transport
Butare-Kitabi-Ntendezi Road
(25/03/2009 – 31/12/2013;
UA16m grant)

o Rehabilitation of 31.24km from ‘surfacedressed’ to ‘asphalt-concrete’ from Crete
Congo/Nil to Ntendezi completed
o Construction of 6 bus shelters along the road
completed
o 100,000 people sensitized on HIV/AIDS,
environment and road safety

o
o

o Construction of 8 additional water supply
systems of 248km completed in 7 districts
providing water access to 467, 320 people.
This brings the number of water systems
completed since the project started to 16,
supplying 642,000 people.
o Construction of 3,780 domestic latrines
completed, increasing the total number of
domestic latrines constructed since the start
of the project to 15,990 and covering 15
districts.
o Construction of 100 rain water harvesting
tanks and protection of 887 springs
completed

o Average distance travelled to collect water
reduced from 2km to 500m, thus reducing the
average travel time to the nearest water point
from 1 hour to less than 10 minutes.
o More than 840,000 people sensitized in water
supply and sanitation, ensuring sustainability of
the facilities funded by the project and
promoting awareness on prevention of water
and sanitation related diseases.

Travel time reduced from 30 min to 23 min
Vehicle operation cost reduced by 25%

Water and Sanitation
Rural Water and SanitationPhase II (01/07/2009 –
31/12/2013; UA 16m grant)

Human Development
Support to Skills Development
in Science and Technology
(11/11/2008 – 31/12/2013; UA 6m

N/A

N/A

N/A

N/A

N/A

N/A

grant)
Regional ICT Center of
Excellence (CoE) (14/12/2010 –

30/07/2016; UA 8.6m loan)
Multi-sector
Competitiveness and Enterprise
Development (29/12/2008 –
31/05/2013; UA 5m grant)
Support for Policy and Strategy
Development (18/09/2009 –

30/09/2013; UA 1m grant)

o Rwanda Knowledge Management System
(Rwandapedia) operationalized to provide an
interactive database of results achieved by the
Government of Rwanda, the contributing

N/A
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factors and the available investment and
tourism opportunities, among other things
Multinational
Isaka-Kigali Railway Study Phase
II (17/11/2009 – 31/12/2013; UA

N/A

N/A

N/A

N/A

1.67m grant)
Nyamitanga-Ruhwa-NtendeziMwityazo Multinational road
project (16/12/2008 – 31/12/2013;

UA 50.62m grant)
NELSAP Interconnection
(27/11/2008 – 31/12/2014; UA

N/A

N/A

N/A

N/A

N/A

N/A

Sustainable management of
woodlands and restoration of
natural forests of Rwanda
(29/11/2011 – 31/05/2014; UA
4.015m grant)

N/A

N/A

Lake Victoria Water and
Sanitation Program II
(17/02/2010 – 31/12/2015; UA

N/A

N/A

30.74m grant)
Bugesera Multinational
Agriculture project (25/09/2009

– 31/12/2017 ; UA 14.98m loan)
Rubavu-Gisiza road project
(25/07/2012 – 31/12/2017; UA

45.05m loan & grant)

15.11m grant)
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Table A.4. Seychelles: Selected results achieved during July-September 2013
Project Title

Outputs

Outcomes

Financial governance (Multi-sector)
Policy Based Partial Credit
Guarantee Program (PBPCGP)
(02/12/2009- 12/2025; UA 6.4m
guarantee)

o Annual borrowing plan for 2014 approved in
September 2013
o Successful debt restructuring with commercial
creditors, comparable to Paris Club agreement
by mid-2010

o

The last remaining commercial
settlement with EXIM Bank India was
achieved on 6 September 2013. As a
result of this agreement Seychelles
has successfully completed its debt
restructuring in line with the Paris
Club agreement (i.e. 45% debt
written off and 55% restructured
with lower interest payments and
longer repayment periods)

o 1,900km undersea cable constructed.
(Completed in August 2012)

o

Reduced cost of bandwidth from USD 50
/month in 2010 to USD15/month at end2012 and to USD14/month as of
September 2013 (lowest entry level
bandwidth) – cost increased slightly from
USD 13/month in June 2013 due to
appreciation of the SCR against the USD

o N/A

o

N/A

ICT
Seychelles Submarine Cable
Project (27/04/2011- 2024;

US$12m senior loan)

Capacity Building
Statistical Capacity Building
program (04/2011; UA0.491m)
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Table A.5. Tanzania: Selected results achieved during July-September 2013
Project Title

Outputs

Outcomes

Transport
Road Sector Support Project I
(UA 152m loan

o Upgrading of 61.30 kms of road completed

o 27 staff trained on HIV/AIDS, STD
o 14 staff tested under voluntary counseling and
testing program

NA

NA

o Training of 11,375 Participatory Farmer Groups
(PFGs) completed and 741 PFG Associations
formed
o Establishment of 1,418 agricultural technology
projects/enterprises and 2,844 value adding
technologies and equipment completed
o Construction of 5 strategic market centres
completed
o Construction of 24 water control structures
(irrigation systems ) with on-farm works
completed
o Upgrading of 164.2km of feeder roads completed
o 22 pilot villages adopted the joint fisheries
management mechanism
o 1,484 operators trained locally in responsible
fisheries and management practices
o 5 community wooded plots of land established

o Agricultural productivity increased by 20% for
maize and paddy/ rice
o Total grain production (tons) increased to 5.56
tons compared to the baseline
o Average annual household income increased by
15% to TZS 460,000

02/12/2009- 31/12/2015)
Road Sector Support Project II
(UA140m loan

05/04/2012- 31/12/2017)
Agriculture

District Agriculture Sector
Investment Program (UA36m

loan & Grant 7m
24/11/2004- 31/12/2013)

Support to Lake Tanganyika
Integrated Dev.(Tanzania only)

(UA4.99m loan Tanzania only
17/11/2004-31/12/2013)

o N/A

Social Sector

Support to Maternal Mortality
Reduction Project (UA40m loan

11/10/2006-30/06/2014)

o Construction of 20 Outpatient
o Improved access to maternal health care in
Departments(OPDs) and 10 staff houses
project areas by 80%
completed and handed over in Mara region
o 81 trained health care officers effectively
attending to patients in 53 dispensaries and 9
o Construction of 15 OPDs and 2 staff
houses constructed and handed over in Tabora
obstetric theaters in Mara, Tabora and Mtwara
region
o Construction of 9 obstetric theaters, 18 OPDs
and 10 staff houses completed and handed over
in Mtwara region
o 17 Motorcycles procured and delivered to the
district engineers in the project region to
facilitate supervision of works
o 12 ambulances procured and delivered
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Table A.6. Uganda: Selected results achieved during July-September 2013
Project Title

Outputs

Outcomes

Transport
Road Sector Support Project 1
(27/04/2005 – 31/12/2013; UA 61.49m

N/A

N/A

loan)
Road Sector Support Project 2
(17/12/2007 – 31/12/2015; UA 58m

Upgrading of 10 km of road from gravel to
bitumen standard completed

loan)
Road Sector Support Project 3
(28/09/2009 – 31/12/2014; UA 80m

Upgrading of 20 km of road from gravel to
bitumen standard completed

loan)

Reduction in average travel time between Fort
Portal and Lamia towns from about 5.15 hours
to 2.3 hours
Average travel time is between Nyakahita and
Kamwenge reduced from about 4 hours to 2.75
hours

Energy Sector
N/A

Bujagali Interconnection Project
(28/06/2007 – 31/03/2015; UA 19.21m

N/A

loan)
Water Supply and Sanitation
Water Supply and sanitation
Programme (WSSP)
(15/10/2011 – 30/06/2016; UA 43.59m

o

82 household ecosan toilets and 18 Public
toilets completed

loan)

o

Kasanje and Kako town water supply
systems completed

o

Expansion and rehabilitation of Kakiri and
Wakiso town water supply systems
completed

Kampala Sanitation Program(KSP)
(16/12/2008 – 31/12/2014; UA 35m

o 492 families have benefitted from the ecosan
and public toilets thereby reducing outbreak of
diseases
o 7,431 people in Kasanje and 7478 people in
Kako have access to potable water leading to a
reduction in the amount of time used in
searching for clean water
o 3200 people in Kakiri and 4200 people in
Wakiso have access to potable drinking water

N/A

N/A

N/A

N/A

loan)
Lake Victoria Water Supply and
sanitation Programme (LV WATSAN)
(17/12/2010 – 31/12/2015; UA 11.013m

loan)

Agriculture
Community Agricultural
Infrastructure Improvement
Programme – Project 1 (CAIIP-1)
(31/01/2007 – 31/12/2013; UA 30m

loan)

Community Agricultural
Infrastructure Improvement

o 727.3Km of Community Access Roads
completed and handed over
o 27 assorted Agro-Processing Facilities
installed and are functional
o Grid Power extension to 27 APF sites is on
going
o 484Km of Community Access Roads
o
completed and handed over
o 46Km of District Feeder Roads completed

Impact Studies undertaken during the quarter
under review indicate that (i) the proportion of
marketed produce has increased by 7.5%; (ii)
Farm gate prices have increased by 36%; (iii)
Household income increased by 40%; and that
(iv) Travel costs have reduced by 63%
No studies have been undertaken to quantify
outcomes and impacts of the completed
outputs. However, there are clear indications of
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Programme – Project 2 (CAIIP-2)
(17/09/2008 – 31/12/2014; UA 45m

and handed over

increased marketing, improved access to farms,
and reduced transport costs

loan)
Markets and Agricultural Trade
Improvement Project (MATIP-1)
(25/03/2009 – 31/09/2015; UA

o Construction of 7 main markets is on-going
with works completed up-to 85%

N/A

22.99m loan)
Community Agricultural
Infrastructure Improvement
Programme – Project 3 (CAIIP-3)
(30/05/2011 – 31/12/2016; UA 40m

N/A

N/A

loan)
Social
Rural Income and Employment
Enhancement Project

1,916 staff of Microfinance Institutions trained
and equipped with skills
Increased sensitization on loan repayment
contributed to an increase in the loan recovery
rates to 84

2,040 job opportunities created from the on-lent
funds benefiting 670,829 people directly and
indirectly
48% increase in proportion of women loan
beneficiaries
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About the African Development Bank Group
The African Development Bank Group – which comprises the African Development (ADB), the African Development
Fund (ADF) and the Nigeria Trust Fund (NTF) – aims is to promote the economic development and social progress
of its regional member countries. It contributes to improving the living conditions of the populations, as well as
creating, expanding and rehabilitating productive and social investments. It finances development and structural
adjustment projects and programs, provides advisory services and stimulates investments from other sources of
finance. Although the ADF and NTF are legally and financially distinct from the ADB, they share the same staff, and
their projects are subject to the same standards.
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