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A Foreword from the Editor-in-Chief
Welcome to the inaugural issue of International Journal for Global South
Studies (IJGSS): An interdisciplinary peer-reviewed scientific journal in the
fields of economics, political science, history, national economy, structural
and social policies, sustainable development and development finance. The
Journal focuses on the countries and peoples of the "Global South" including
those in Africa, Asia, Latin America, the Middle East, with the aim of
promoting a wider and better understanding of the Global South economies
and its peoples.
The Journal accepts original and innovative academic papers that
contributes significantly to the scientific knowledge in Global South Studies
which includes a broad range of related areas like politics, history,
economics, culture, social organization, legal systems, agriculture, the
environment, global institutions and systems, justice, and more.
The International Journal for Global South Studies (IJGSS) is the scientific
journal of the Jindal Centre for the Global South (JCGS), a research centre
affiliated to the School of International Affairs (JSIA) at O.P. Jindal Global
University (JGU) in Haryana - India. Jindal Centre for the Global South
conducts policy-oriented research, dialogue and training into the social,
economic and political key issues across countries of the Global South with
a special emphasis on sustainable development finance, South-South
Cooperation and its underpinning development opportunities for the Global
South countries. The Centre promotes the unity of the South in achieving
the SDGs while recognizing the diversity of national interests and priorities.
The inaugural issue of the International Journal for Global South Studies
(IJGSS) includes seven papers covering several facets of the Global South
Studies and including the three continents: Africa, Latin America and Asia.
Using the journal inauguration as an occasion, I would like to thank many
people who created the opportunity for the journal to be born and who
made it happen. The list includes the Dean of JSIA, Prof. Sreeram Chaulia, all
the Editorial Board members, and the JCGS’s editing and proofreading team
members.
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COVID-19 in Africa: Déjà Vu or a New Challenge?
Tawishi Beria*1 & Tanisha Choudhary*2
* Jindal Global Law School, O.P. Jindal University, Sonipat, Haryana, India
1

E-mail: 17jgls-tberia@jgu.edu.in & 2 E-mail: 17jgls-tchoudhary@jgu.edu.in

ABSTRACT
Africa is one of those continents in the Global South that has been known as a ‘diseased’ land
for a very long time now, owing to the repeated epidemics it faces. In this light, the article tries
to analyse the response, management and socio-economic impact of the COVID-19 pandemic
on the African sub-continent. The paper is divided into six main parts. Part one consists of an
analysis of the literature dealing with previous outbreaks in Africa. Part two discusses the
existing problems that further aggravate the current crisis. Parts three and four delve into the
economic and social impact respectively, keeping in mind the unique specificities of the
continent. In part five, we compare and contrast the current situation with past outbreaks like
Ebola and HIV/AIDS, coming to the conclusion that while Africa does have vital experience at
the micro level helping them deal with the outbreak, the infrastructure required at the macro
level is still insufficient. Finally, a two stage shared learning model is proposed for Africa and
it is emphasized that the African countries should look at this outbreak as an opportunity to
help the world by sharing their experiences, while at the same time striving for self-sufficiency
in managing such outbreaks.
Keywords: Africa, COVID-19, Economy, Pandemic, Health, Experience and Shared
Learning.

“After all it really is all of humanity that is under threat during a pandemic” - Dr. Margaret
Chan, ex-director general, World Health Organisation (Harris & Altman, 2009).
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Introduction
The African subcontinent has been repeatedly faced with outbreaks of deadly diseases over the
years. While this has crippled any chance of development and improvement in the quality of
life, making the economies of the African countries highly dependent on outside help; the
experience of fighting against such diseases has provided them with vital insight on how to, in
the least, approach the problem (Dupoux et al., 2020). For an area that has seen an outbreak of
epidemics time and again, analysing the social and economic impact of COVID-19, that has
now taken the character of a pandemic, becomes interesting. Political and social forces, too,
have an equally important role to play in such situations (Webb, 2017).

Literature Review
Owing to Africa’s continued ordeals with outbreaks, a lot of literature has come about
analysing the response to and management of the same. Robbins and Berkelman (2015) in
their work look at the ill-prepared public health response to Ebola in West Africa, coming to
the conclusion that laboratory research and prevention measures need to be stepped up to
prevent ‘surprises’ in the future. In two reports, authors Ndinga-Muvumba and Pharaoh, look
at the HIV/AIDS epidemic in southern Africa, analysing inter alia, the food security problem
(2008, pp. 32-33) and the policy and governance aspect (2006). These problems arise even in
the context of the current pandemic and it becomes interesting to look at how Africa has fared
since those times. Webb (2017) in his work gives a consolidated account of political, social
and human rights aspects of epidemics in Africa, concluding that the countries do not seem to
have learnt much. Authors Dalal, Holmes and Ramesar (2009, pp. 585-586) argue that with
Africa having unique environments and risk factors, it is necessary to have studies that examine
the multiple risks involved with these diseases; since it could drive innovation, capacity
building and provide evidence essential for making public health decisions. In this light, this
article seeks to analyse Africa’s response to COVID-19.

Existing Problems in African Countries
Africa, for more than two decades now, continues to struggle with providing adequate
healthcare to most of its citizens. With ongoing instances of Malaria, Ebola and Cancer alike,
healthcare systems in Africa are already stretched too thin and are unlikely to be able to handle
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the outbreak of another epidemic. Figure 1 below shows the preparedness of countries in
handling the crisis, Africa being the least prepared. According to a recent WHO report, Africa
has only 0.1 hospital beds per 100,000 of the population (Kaseje, 2020). Further, most of the
children in Africa are malnourished and hence, more susceptible to contracting the disease something that is very specific to Africa (Dupoux et al, 2020). Due to these specificities, Africa
needs new damage control measures as opposed to those employed by other countries tackling
the pandemic.

Figure 1. Relative health security capabilities of 195 countries

Source: Global Health Security Index. (Mansoor, 2020).

Multiple other problems plague Africa, one of which is the scarcity of water and proper
sanitation facilities. Cape Town in South Africa, for instance, had been dealing with a problem
of water shortage until very recently (Western Cape Government [WCG], 2020). If seen in the
light of WHO guidelines, which state that the micro-level precautions against the virus include
regular sanitising and proper hand-washing with soap, these steps can also not be adequately
taken, lest it trigger the water crisis again. One can only imagine the conditions in other African
countries if the conditions in one of the more developed countries, South Africa, are at such a
pass.
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Moreover, most countries are engaging in practices such as social distancing and imposition of
significantly long lockdowns. Keeping in mind the congested living conditions in the African
countries, such practices lose their very essence (Beaubien, 2020). This makes such countries
prone to community transmission of the virus, which is a very concerning stage three of the
pandemic cycle. Further, a majority of the African population depends on selling fruits,
vegetables and other items in an informal setting - something that cannot be done if one has to
practice ‘social distancing’ (Noko, 2020). Therefore, shutting down the countries would mean
a loss of livelihood for many, not only aggravating malnourishment but also increasing the
prevalent levels of inequality in the country.

Economic Aspect and International Relations
One of the major components of any country’s economy is its agriculture. 60% of Africa’s
population are involved in agriculture (Moseley, 2020). Although there doesn’t seem to be an
imminent threat in terms of agriculturalists being able to grow food, there does seem to be an
issue if one asks who the consumers of the produce would be. If people at large are unwilling
to step out of their homes, then the amount of produce being sold would be far less than usual,
thereby reinforcing the food security issue. In addition, travel and tourism, which is a major
part of the income of African countries, is likely to take a major hit due to the blanket travel
ban placed on most countries worldwide (Faus, 2020).
In light of international relations and the scenario worldwide, multiple countries are going to
be hit by recession in the wake of the pandemic, with African economies likely to suffer the
most. As the supply of infrastructure materials, investments and agricultural help reduces from
China (essentially the epicentre of the pandemic) to Africa, the growth is already seen to be
stunting, since China in addition to being its largest trading partner, is also one of its largest
financial, as well as, equipment providers (Mishra, 2020). Existing trade agreements with other
countries like Germany and the United States of America may also suffer a set-back.
Further, developed countries like Germany have been spending huge amounts of money in
order to deal with the crisis (Moseley, 2020). Africa, however, does not have that kind of
resources at its disposal and the inevitable way out would be by borrowing funds. The
Ethiopian Prime Minister, for instance, has proposed a ‘$150 billion aid package’ provided by
the G20 countries to help Africa tackle the pandemic (Getachew, 2020). This would further
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lead to a debt crisis as African countries would be in no position to be able to repay such debts
even if they manage to secure funds. It could also be detrimental if other countries use this as
an opportunity to re-colonize Africa and its resources.
A major policy aspect can be traced back to the very origin of the virus in the wildlife markets
of Wuhan; to Nigeria and its pangolin trade. Although the Chinese government consequently
shut down these markets, Nigeria has taken no such measures despite warnings (Wildaid,
2020). Taking such risks especially in light of the global pandemic is highly negligent
behaviour that could cost them immensely. African countries are in fact familiar with the risks
posed by these markets-Ebola spread when hunters used gorilla (that had eaten bat guano
covered fruit) and chimpanzee carcasses for bush meat in the Republic of Congo (Froelich,
2020). These markets are clearly problematic not just for protecting wildlife, but also because
they threaten all life on the planet

Social Aspect
In an unprecedented and uncertain time like the present, with lives of people across the world
getting disrupted, it is only natural for them to be anxious about the future. However, it is how
each one manages to cope with the current situation that will determine how the world will fare
at the end of this pandemic (World Health Organisation [WHO], 2020).
Looking at Africa in comparison to the rest of the world, it is likely that it will have a tougher
time coping, if social distancing is implemented and people are unable to interact with one
another. Unlike most other countries, only 13.5% of Africa’s population has access to the
internet or even basic telecommunication (Internet World Stats, 2020). As a result people
confined in their homes are likely to be unable to provide company to one another or check on
their mental health. It is also likely that losing people to the pandemic would result in a
disruption of family structures (Dupoux et al, 2020). Therefore, in trying times such as now, it
is essential for Africans to come together spiritually and have solidarity amongst one another,
so that they come out of this pandemic stronger, instead of being prone to mental illnesses
and/or a fragmented unity, that shall be more taxing in the long run (WHO, 2020).

9
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A particularly appalling incident recently took place when French doctors suggested testing a
possible vaccine to treat the virus on African subjects (Rosman, 2020). They were called out
for such racist comments, with Africans making it clear that they were not ‘guinea pigs’ for
vaccine trials. French politician Olivier Faure also posted on Twitter that ‘Africa is not the
laboratory of Europe’ (Rosman, 2020). Such behaviour on part of developed countries like
France is completely antithetic to the need for solidarity in such testing times. Human rights
violations have been a classic characteristic of such outbreaks time and again, from HIV to
Ebola. (Webb, 2017, p.266) Africa has to take a firm stand against such treatment.

Lessons from the Past
It is essential to understand that the novel COVID-19 is nothing like previous outbreaks that
Africa has faced, and at the same time has some similarity in its basic character. As is evident
from the Table 1 below, two diseases that are primarily traced to Africa- Ebola and HIV, get
transmitted through bodily fluids; whereas, the COVID-19 spreads from person to person
(WHO, 2020) and begins asymptomatically. Dealing with such a rapidly spreading virus is
relatively new for Africa because this requires exercising more precautions than what was
previously required. Additionally, if Africa does have an exponential rise in the number of
infected people, it is likely to claim more lives in a very short span of time as compared to other
epidemics.
However, experiences from the past can be vital and help in the containment; owing to the fact
that most of the African population is aware of ways to distance themselves socially, something
that has been left to the mere imagination of people worldwide (Richards, 2020), and can
prevent local transmission. COVID-19 is also a ‘family disease’ just like Ebola. As African
families dealt with and managed to reduce infection levels for a disease 30 times deadlier, they
are fairly familiar with what is required to be done at the micro level (Richards, 2020). At the
same time, infrastructure to deal with the crisis at the macro level is still highly insufficient in
most of the African countries.
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Table 1.Comparison of outbreaks in Africa on a global scale
Disease

Year

Spread through

Global infections

Global deaths

HIV/AIDS

1980present

Exchange of body fluids like blood,
breast milk, semen, vaginal secretions
of infected person

37.9
million
living with HIV at
the end of 2018

770,000 deaths
from
HIVrelated causes in
2018

Ebola virus

20142016

Direct contact with bodily fluid (sweat,
blood, faeces) of infected person

28,652 cases
across 10
countries

50% death rate

COVID-19

2019present

Asymptomatic spread from person to
person

2,164,111 cases
across 213 areas,
yet

146,198 deaths,
1-2% death rate

Source: WHO, 2020.

The Need of the Hour
Africa can and should see this as an opportunity to become self-sufficient in terms of building
a healthcare system that is adequate and catering to everyone and tapping its own resources
instead of relying on outside help. Data indicates that most of the material and manpower for
African infrastructure is sourced from countries like China (Wu, 2019). In the past, Africa has
been monetarily helped by other countries like America during the Ebola outbreak (Connel,
2018). However, in a scenario like the present, where countries across the globe are utilising
resources to help their own citizens instead of providing aid to other countries, Africa has a
chance to step up on its own. The World Health Organization is helping African countries to
prevent an outbreak on a large scale with 44 African countries now having testing facilities, as
opposed to merely two at the start of the pandemic (WHO Africa, 2020). However, it is not
always likely that such assistance will come to Africa in a similar scenario in the future.
Therefore, it would be best for it to explore its own capabilities and build for a better future
where outside aid will not be an absolute necessity.
The measures taken by the local governments of the countries for management of the pandemic
needs to be stepped up. Development institutions and the private sector need to be made a part
of the strategy and the government must strive to help small businesses owing to the likely
economic impact (Jayaram et al, 2020). In such a situation, the government abusing their power
is a very concerning possibility, necessitating the imposition of checks. Further, involving the
private sector would mean that they will primarily be driven by profit motives thereby requiring
checks on them as well. The health care sector and the economic revival requires the maximum
11
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amount of attention, by giving due regard to the vulnerable categories in the exploding
population of the countries (Jayaram et al, 2020).
While on the one hand, Africa has the opportunity to act as an experienced guide in handling
outbreaks in general, on the other hand, it is relatively an amateur with regard to the
peculiarities of the current pandemic. In this regard, it becomes essential to take cue from
countries that have managed to tackle the COVID-19 effectively. A two phase shared learning
model could be useful for a continent like Africa. In phase one, the more developed countries
within Africa, which have better global connections and greater access to resources can learn
from the strategies of countries like Germany and South Korea- an inter-continental learning
process. Phase two would involve an intra-continental approach wherein the less developed
countries take vital lessons from the experiences of their more developed counterparts within
Africa. The South African model inspired by South Korea’s effective response to the pandemic
(Oqubay, 2020) and steps like Rwanda’s setting up of portable sinks for hand-washing in public
areas (Coulibaly & Madden, 2020) can serve as learning tools for the rest of the continent.

Conclusion
Although cases are on the rise, African countries have not seen significant biological
consequences of the pandemic due to direct spread of infection. It is likely that it is due to the
non-detection of COVID-19 cases as a result of the lack of testing facilities available; for
instance, only four intensive care beds are available in Liberia (Sands, 2020). It has also been
observed that lessons from the HIV times had not been institutionalised in dealing with the
Ebola outbreak, implying the possibility of a poor epidemic management strategy despite
having faced a series of such outbreaks over the years (Webb, 2017, p. 263).
Nonetheless, making use of the experience and acting as a source for the world to learn from,
this pandemic is a good time to change Africa’s perception of a ‘barren and diseased continent
that the West needs to avoid’ (Mhango, 2015, p. 195). At the same time, adaptation to this
unique disease accompanied by shared learning across communities is what will get the world
through this unprecedented crisis. It is important to keep in mind, even in such times, that
sustainable development is the fundamental goal for the future and as per Dr. Gro Harlem
Brundtland, “healthy life is the means of achieving it” (WHO, n.d.).
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ABSTRACT
Competition law and policy is enforced to improve market efficiency by regulating structural and
behavioural non-competitive practices in a bid to prosper consumer welfare. Naturally, market
efficiency can be assumed to further attract domestic and international investment. This paper
explores this link between effective open-trade systems, competition law and increase in
investment. Further, it delves into the scope of competition policy cooperation among the IBSA
countries of India, Brazil and South Africa as a means to not only improve intra-trade relations
but also the cross-border competition issues that may improve FDI as an IBSA-wide investment
promotion package.
Keywords: FDI, free-trade, competition law and policy, IBSA, OECD, A Trinity
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Introduction
Competition law is associated with market efficiency and economic growth by first building
on a consumer welfare approach and in a larger sense fostering productivity and innovation.
At first competition law was largely confined to the domestic space but now it has a greater
significance in the global arena. This is so because market spaces themselves are no longer
purely domestic, naturally stimulating the cross-border effect of competition law in the
international arena. The global market space that involves trade between countries having
liberal trade regimes or through various trade agreements, have markets vulnerable to anticompetitive practices on a larger scale which would need effective policies to maintain the
momentum and even attract Foreign Direct Investment (FDI).
The assumption here that then requires a competition law framework is, there already being in
place open-trade markets which then make anti-competitive practices as the point of
convergence for policy makers. In economic theory competition policy could be seen as the
visible hand- governmental law or policy needed to safeguard the invisible hand- free market
systems. This adds up to, open trade policies and competition law making headway in the same
direction. From one angle, competition law could be seen as helping the cause of open-trade
while from another, both competition law and trade could be seen as also manoeuvring towards
FDI.
Now that the dimensions of open-trade and competition policy is shown to be reasonably interlinked, one can uncover the loop that is created in trinity. First, the link between trade that leads
to investment has been studied extensively. As an Asian developing countries study by the
Organization for Economic Co-operation and Development (OECD) revealed, since times of
greater ease in trade there has been an increase in intra-firm trade between countries after which
a strong relationship has been observed between foreign trade and investment flows, inclusive
of Asian countries (Duval, 2008). An example of this was a study conducted by
Chaisrisawatsuk in 2007, where a strong positive and self-reinforcing relationship between
bilateral trade and FDI flows was observed where trade was found to generate FDI (Duval,
2008). As aforementioned, trade and competition policy working in the same direction in this
context
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a
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Inferences of this link can be seen in what OECD noted in a 1988 communication to the World
Trade Organization (WTO), “As with the private sector investment more generally, the benefits
from FDI are enhanced in an environment characterized by an open trade and investment
regime, an active competition policy, macroeconomic stability and privatization and
deregulation. In this environment, FDI can play a key role in improving the capacity of the
host country to respond to the opportunities offered by global economic integration, a goal
increasingly recognized as one of the key aims of any development strategy” (Kennedy, 2001).
Thus, in light of the above, competition policy is seen as a key element in addition to an
effective open trade system for an investment regime. Here, open-trade and competition policy
can be seen as precursors to FDI. This is so, because in highly simplified terms, open-trade and
competition policy are both seen as vying for market efficiency which is seen as magnetic for
FDI. As shown by empirical evidence that, “greater efficiency of domestic capital markets
encourages foreign investors” (Arcabic et al., 2013).
Apart from market efficiency, competition policy can be used to treat specific infirmities with
regard to FDI. This is especially so, because some barriers are seen as particularly obstructive
to FDI. While some barriers are neutral, i.e. that they don’t discriminate between foreign and
domestic investors, some could have this connotation. This could be because of the possibility
of sources of FDI and domestic investments facing dissimilar treatment as well as other de
facto barriers to entry (OECD, 2005). The latter being a major hurdle out of which an important
policy implication stems that competition authorities would have to first identify these
impediments that might particularly be inhibiting foreign investment even if not labelled as
foreign investors (OECD, 2005). This would mean effective competition law and policies
would include the ability to patrol a wider scope of barriers affecting FDI, which could face
separate hindrances and then to consequently remove these barriers.
As established above, just as in open trade systems, competition policy is required to induce
investment, in fact effective competition policy constitutes one of the elements to an open
investment regime to garner FDI. Therefore, how may ever viewed, either as a supplement to
open-trade where FDI is seen as an end, or as a precursor to open-trade which further attracts
FDI, competition policy reserves its seat in the trinity elements of efficient productive market
spaces. However, as called before as the ‘trinity loop’, competition policy is also required to
protect domestic markets from certain side-effects of FDI as well and this way it directly
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protects the cause of market efficiency. This, according to a paper by the OECD comes up
when multinational Enterprises are able to create incidents of monopolies through their foreign
investments having appropriate financial resources (OECD, 2005). This is unhealthy for the
national markets and could have negative effects on the competition that is supposed to increase
market efficiency. For these purposes too then a comprehensive competition policy
environment is needed in the country. This again, is important to enable other foreign investors
that may be deterred from investing due to the presence of larger enterprises having dominant
positions. Therefore, competition policy playing the role of a double-agent, is required to not
only attract FDI, but also ensure its sustainability in the long run.

Cross Border Competition Policy Cooperation: IBSA
This section analyses the trinity of open-trade, competition policy and FDI, specially the
competition policy and FDI in the context of the trilateral organization IBSA, composed of
India, Brazil and South Africa. This trilateral organization that was formalized in 2003 holds 4
percent of the world GDP and 2 percent of world trade (De, 2005). Further, a study showed
that the countries could “reinforce the economic strength of each other” (De, 2005). Even
though a commitment was made towards the MERCOSUR-SACU-India Trilateral Free Trade
Agreement (FTA), there is still no evidence of the materialization of a trilateral FTA between
the IBSA countries. However, though it is not underway, greater trade mobility is still in
pursuit. Apart from trading activities, this is evidenced by the then Mos External affairs, V.K.
Singh in the 8th Ministerial Meeting: “Though the geographical distances separate our three
countries, there is much convergence in our world views on sustainable development, clean
and healthy living, multilateral trading system…” (Sharma, 2017).
Holding that competition policy paves the path to open-trade as well as supplements open-trade
to procure FDI, a cross-border competition policy cooperation may enhance the mobility of
trade as well as vouch for an IBSA-wide foreign investment attraction scheme. Additionally,
South-South cooperation ideals that form the bedrock of IBSA may come in handy for the
same, where the countries face geographical obstacles in integration such as transport, but are
united under the premise of South-South cooperation which is particularly shown to induce
effective and suited cross-border competition policy cooperation.
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The section above breaks at showing how competition law can protect national markets from
potential anti-competitive practices of multinational Enterprises. This hints at the first instance
of the cross-border competition law reach- mergers and acquisitions. This is so because
mergers and acquisitions could be seen as a tool of multinational Enterprises to expand their
influence in foreign markets. As observed by OECD, in certain situations competition
authorities have
been able to keep a check on inter-firm mergers, even in foreign lands as they may have
consequences for industry and structure and competition in the host economy (OECD, 2005).
An example of this is an attempted acquisition of one US multinational by another in 1996
which was stopped by the Mexican Federal Competition Commission as it would have meant
a 67 percent market share for certain products for the multinational (OECD, 2005).
This exemplifies the need to have competition policy in a cross-border space which has led to
cooperation among competition authorities as becoming more common (OECD, 2005). The
same theme runs behind cross-border competition law and policy cooperation to expand FDI
horizons. This is the case between the IBSA countries of India, Brazil and South Africa. The
countries have been able to build a trilateral cooperation forum, the integrative efforts of which
have opened up the possibilities for South-South cooperation in various areas (Puri, 2007). To
maximize utility of such a cooperation it is eminent to focus on, as put by Lakshmi Puri,
‘behind-the-border’ factors which include multilateral and regional level measures such as antidumping, technical trade barriers but also importantly other trade-related issues such as
competition policy (Puri, 2007).
These factors delve into deeper issues other than tariffs or non-tariffs to pursue solid integration
metamorphosing from multilateralism and regionalism. Lawrence held that “deep integration
defined as ‘beyond the border measures’ is becoming an essential feature of both globalization
and regionalization” (Puri, 2007). Adding to this, Bora and Findlay said that regionalism has
gone beyond pure trade/tariff or market integration to become deeper encompassing a wide
range of economic objectives (Puri, 2007). New Regional Trade Agreements (RTA) place
emphasis on things such as scientific and environmental cooperation and common competition
policies. An example of this is the regional initiative of setting up a working group on
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competition policy and deregulation under Asia Pacific Economic Cooperation (APEC)
(Mehta, 2002)
Even though IBSA is not a regional organization, it is a trilateral one, united by South-South
cooperation ideals which would benefit much from ‘beyond the border measures’ such as
competition policy cooperation. This is so because deeper integrative measures such as
competition policy cooperation could be set up streamlining common interests of these
developing countries of IBSA. As recommended by OECD in context of the domestic setting
that “the design of the law should reflect the level of economic development of the country
concerned, the structure of its economy and its constitution and culture” as this law should be
able to be a part of a “well-designed package of measures to create the right environment to
allow competitive markets to benefit the poor” (OECD, 2007). This when applied to the
trilateral IBSA could work well because the law would be able to converge on the concept of
South-South development and cooperation.
Spheres of intra-IBSA cooperation which would prosper could include merger control as seen
in the previous section and fighting against international cartels where multinational enterprises
could agree on operating internationally to coordinate pricing in a bid to abuse dominance
(Puri, 2007). As OECD recommends, multilateral instruments like “sharing information,
merger notification or convergence of leniency policies for cartel investigations” could be
implemented. Authorities could choose to recognize “the decisions of other competition
authorities in the investigation of cross-border matters” (OECD, 2014). Efforts to build
capacity and enable discussions among lawyers dealing with competition issues as well as
high-level policy dialogues to develop mutual understanding and identification of best
practices could be initiated (Mehta, 2002). Moreover, a multilateral framework is required that
will provide for a transparent, fair and effective co-operative mechanism while respecting the
sovereignty of the countries involved (Jenny, 2002).
Apart from the competition policy architecture multilaterally intersecting on South-South
principles, all three IBSA countries also have efficient competition law frameworks
domestically which would be a precursor to trilateral cooperation in this area. Cooperation on
this ‘behind-the-border’ measure of competition policy would not only have implications
limited to promoting trade amongst the group members. The further impact of this can be seen
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as a trade expansion effect as stated by Lakshmi Puri (2007) for intra-IBSA trade as well as
IBSA external trade. All three countries being destinations for FDI where intra-IBSA trade and
global production networks across IBSA are promoted to induce investment (Puri, 2007). “An
IBSA-wide investment promotion package may add further impetus to an already existing
investment climate”, said Lakshmi Puri. For this purpose, consideration could be given to
having an IBSA investment promotion and protection agreement (Puri, 2007).
An investment promotion package of IBSA through competition policy cooperation would
include IBSA countries to cooperate specifically based on South-South considerations that
would include assisting one another to induce open-investment regimes. An example of this is
multinational enterprise domination in markets which could be hedged by cooperation in
international cartel investigation to ensure safety of the poor as well as to keep the market
running efficiently in order to continue to attract investments. Other shared areas of interest
could be the Chinese investments and influences in different parts of the world where either of
the IBSA countries are involved. Chinese investments are known to be able to dominate
markets in Latin-America and Africa through investments. As a result, competition policy
cooperation seems like the need of the hour. From the Indian perspective, IBSA is seen as an
alternative to BRICS, as an alliance of democratic nations which is yet another common ideal
that competition policy cooperation can take further in investigating multinational enterprise
domination as well as international cartel investigations. Especially being spread out over three
continents where Chinese influence seems veritable through its huge investments, a lot can be
benefitted from competition policy cooperation.
Apart from this, as recommended by the United Nations Conference on Trade and
Development (UNCTAD) and considering the previously held competition related agreements,
the most beneficial method for IBSA countries seems to be an agreement among competition
agencies that is ‘decoupled’ from the negotiations related to Preferential Trade
Agreements/Free Trade Agreements (PTA/FTA) formation (Puri, 2007). This is particularly
better for developing countries like that of IBSA. One reason behind this recommendation
could be competition regulators would need to keep a check on the anti-competitive practices
of state-owned enterprises as well, which is seen as keenly important in developing countries
(Aydin & Buthe, 2016). Even if a case is not made against state-owned enterprises then
governmental interests would be needed to be kept in line. An example in the Indian context is
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the 2G spectrum allocation case popularly known as the ‘2G scam’ in 2008. Apart from these
considerations, by dint of there being no PTA/FTA between IBSA nations, effective crossborder competition policy cooperation can serve as the missing link to deepen integration and
improve market efficiency. Thus, competition-cooperation between IBSA countries is needed
to attract FDI through intra trade and global production networks as well as through certain
specific South-South considerations that unite these countries to build an IBSA wide promotion
package for investment.

Conclusion
In the trinity loop of interaction between free-trade, competition policy and FDI in a bid to
secure market efficiency, the role of competition policy can be seen as both paving path as well
as ensuring balance and sustainability of market efficiency that then induces FDI. The
competition policy also plays the role of a double-agent to keep a check on, FDI bringing
multinational enterprises, that may disrupt market efficiency. Cross-border competition policy
cooperation amongst IBSA, where the three countries are in pursuit of expanding intra-region
trade could also lead to attracting external trade where IBSA trade and global production
networks across IBSA are promoted to induce investment vis-a-vis focus on ‘behind-theborder-measures’ such as effective competition policy cooperation that results in market
efficiency. This cross-border competition policy cooperation specifically tweaked to fit the
ideals of South-South cooperation could garner smoother integration by virtue of being
developing and democratic countries. As shown by the example of Chinese infiltration in
various countries through investments, a united cross-border competition policy of IBSA may
assist one another in deterring multinational enterprise domination. A similar cooperation on
international cartel investigation to ensure market efficiency of their respective domestic
economies will ensure the sustainability of FDI already present. Further, judging the needs of
the developing nations, IBSA may decouple competition policy from PTA/FTA formations
wherever this works, to keep a check on state-owned enterprises. as well as is suitable for the
present day where there is no established PTA/FTA between the countries. In this way, crossborder competition policy cooperation in spite of no trilateral trade agreement can help in
deeper integration of IBSA and also improve market efficiency thereby helping in the creation
of an IBSA wide promotion package for FDI.
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ABSTRACT
Any economy is regulated by a certain political framework; hence the economic agent cannot
be indifferent to the political mechanism that sustains the economy. The countries of Central
and Southern Africa are considered to be of immense economic potential but unfortunately
remain in the worst conditions imaginable. Of these economically backward countries, Uganda
is a special case. With one of the most turbulent political histories in the world, the economy
of Uganda has been left in shambles for decades. This paper argues that the reason for
Uganda’s and several other African countries’ dismal economic performance is the
ineffectiveness of the political regime that has prevailed for many decades. This is achieved
through analysis of the Ugandan economy during the ‘reign of terror’ under Idi Amin as well
as the inability of Milton Obote to restore it to its prime. The paper further recommends
Uganda to utilise its abundant agricultural resources more innovatively and the diversification
of its economy (mainly import and export) which will aid in the creation of more employment
opportunities.

Keywords: Dictator’s dilemma, Political Regime, Economic Performance, Gross Domestic
Product (GDP), Democracy
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Introduction
The concept of economic development has never been autonomous. Just as an economy
depends on a multitude of things, its development is subject to the influence of several factors
like market, political and social. Analysis of the economic development of the country cannot
be done without the assessment of the ongoing growth of a nation, which includes
technological advances and developments as well as political tensions that result in the
representation of different interests and institutions (Radu, 2015). Therefore, political factors
are extremely impactful on economic development. It can be said that there are five political
factors that influence the economy of a country: type of regime, political stability or lack of it,
efficiency of policy management, corruption and, trade laws.
Any economy is regulated by a certain political framework; hence the economic agent cannot
be indifferent to the political mechanism that sustains the economy. The political regime, along
with its administration, and considering its features and level of effectiveness, has implications
on the country's economic structure (Feng, 2005).
The continent of Africa is host to a plethora of ethnicities and cultures as well as a variety of
economic and political regimes. The countries of Central and Southern Africa have immense
potential but unfortunately remain in the worst conditions imaginable. Of these economically
downtrodden countries, Uganda is a special case. With one of the most turbulent political
histories in the world, the economy of Uganda has been left in shambles for decades. A twentyyear long period of civil wars and despotic governments between 1966 and 1986 (during which
the population doubled, GDP and HDI rankings fell, and medical negligence led to an
HIV/AIDS epidemic), and the overly expansionist nature of the governments are responsible
for the prolonged setback to the economy.
Uganda became a protectorate of the United Kingdom in 1894 and stayed that way until the
independence struggle, which achieved its goal in 1965. Shortly after, Prime Minister, Milton
Obote and President, King Edward Muteesa II became engaged in a power struggle, with the
latter, demanding autonomy for his kingdom of Buganda within the Ugandan state. In 1971, a
military coup d’état took place resulting in General Idi Amin becoming the dictator of Uganda.
Amin’s rule decimated the Ugandan economy owing to his militaristic policies
that favoured military expansion over foreign investments and domestic production of goods
and services. The years after the end of Idi Amin’s rule from 1980 onwards saw improvements
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in the economic status of Uganda. But structural issues such as over-dependence of the state
on the industry of coffee and its mismanagement during a drought led to severe economic
downfall.

Methodology
This research paper is an attempt to answer the question of how political regimes can affect
the economic development of a country mainly through qualitative research and analysis of
readily available documents by using the Republic of Uganda as a case study.
Qualitative research aims at gaining a comprehensive understanding of human behaviour and
the factors underlying it. The study examines the "why" and "how" of certain events and what
governments make of them.
Data is collected from existing primary and secondary sources as well as existing research on
similar topics available on the Internet, owing to circumstantial limitations during the time this
paper was written (April 2, 2020 – April 8, 2020). In addition, the question will be answered
via graphical and/or statistical representations.

Literature Review
Political Regimes and Economic Growth by Adam Przeworski and Fernando Limongi:
Przeworski and Limongi’s work forms part of the basis of all debate and research on this topic
and is one of the most cited works as well as serves as the theoretical basis of this research
paper. The literature discusses statistical analyses in which political regime is listed among
determinants of economic performance and discusses some of the methodological problems
involved in such analyses. It concludes that political institutions do matter for development.
Military Rule & Economic Growth in Post-Independence Uganda: A Synthetic
Counterfactual Approach by Sameer Jaywant: This is a thesis submitted to New York
University that explores the impact of military rule on economic development in East Africa
through a case study of Uganda after independence under Milton Obote and Idi Amin.
Jaywant's study attempts to distinguish the economic influences of military autocracy in
Uganda between 1966 and 1979, and makes use of both quantitative and qualitative indicators
to differentiate between the two governments, their respective impacts on the Ugandan
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economy and what aspects of each could have led to greater or lesser economic growth than
the other.
A Political and Economic History of Uganda, 1962–2002 by Samuel Sejjaaka: This chapter
of the book, International Businesses and the Challenges of Poverty in the Developing World
by Frederick Bird and Stewart Herman delves into exceptional detail of the political
environment in Uganda from the years leading up to independence from the British Empire to
the end of Obote’s first term in 2002. What makes this piece of literature so paramount to this
research paper is the fact that the details of the Ugandan economy at the time is described
vividly and provides the evidence necessary to demonstrate the effect of the political regime
on Uganda’s economy.

Effect of politics on Uganda’s Economy
The state is often associated in modern times with its political system or government or the
method of governance. Political regimes can be of many types, the broadest classifications
being democratic, totalitarian, and authoritarian. Each of these regime types have their own
effects on the economy of a state. Political instability can exacerbate ambiguity, dissuade
investment and potentially hamper economic growth. Democracies, unlike dictatorships,
restrict governmental power, and thus foster economic development more efficiently, although
many researchers have found this to not hold true in all cases (Egan, 2009). There also exists a
strong relationship between economic performance of the society and political institutions. A
rich society prefers a political regime governed by strict rules that allow an efficient economic
system and institution-building capable of sustaining this achievement.
Most of the research has been conducted in relation to the question focussing primarily on
democratic regimes, leaving us with a very limited understanding of the effect of dictatorial
regimes on political economy and economic development. This can, in part, be explained by
the extreme diversity of authoritarian governments: the single-party system of the Democratic
People’s Republic of Korea, the personalistic governments in Africa, etc.
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Figure 1: Average value of years in office and the average rate of growth, 1960–2009

Source: Papaioannou & Zanden, 2014

Figure 1 compares the global average number of years of dictatorial rule with the average gross
domestic product per capita growth (Papaioannou & Zanden, 2014). The immediate aftermath
of the decolonization and independence movements in many African countries saw short-lived
regimes but by the 1990s it had gone up and peaked at 12 years. It is evident from the graph
that prolonged periods of dictatorial rule results in a negative economic growth.
One study by Ronald Wintrobe conducted in the late 1990s explains this as a problem faced by
dictators with regard to the information they receive which forms the basis of their economic
policy. Since rulers are the centre of all power, people are unwilling to share their information
with them, as the bearer of bad news may be endangered. Therefore, people will tell the dictator
what he wishes to hear and the dictator, having realized this, will not acknowledge the details
his assistants and ministers send him (Wintrobe, 2000). This creates what is known as
Wintrobe’s ‘dictator's dilemma’ The outcome of this 'disinformation trap' is that the president
lacks a basis for rational economic decision-making which will inevitably lead to
disadvantageous long-term economic success.
Studies have stated that democratisation is more likely to occur in prosperous and particularly
educated communities, and that economic growth and education are both key factors which
decide the pace of democratic reforms and how quickly democratic transitions can take place.
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But researches conducted by Robert J. Barro (1996), Dani Rodrick (1997) and Adam
Przeworski (2000) find that economic growth is not impacted by democracy in any positive
manner, even in the long run. Due to the variances in results from different studies, it can be
inferred that the effect of democratic institutions on economic growth can only be seen when
certain econometric variables are used and cannot be seen when others are used
The Republic of Uganda, in the years leading up to independence, enjoyed a stable economy
with an expanding manufacturing sector thriving alongside a long-standing agricultural sector.
Several important minerals such as copper were discovered in Uganda around this time. In
1967, Uganda, Kenya and Tanzania joined forces to form the Eastern African Community
(EAC), aiming to develop a single market and share transportation and banking costs. For the
first eight years since independence Uganda reported remarkably steady growth rates. The coup
d’état led by General Idi Amin formed the Second Republic of Uganda that lasted from 1971
to 1979. This is the period during which Uganda’s economy began to fall. By the end of Amin’s
rule, there was an approximate loss of over 71% in per capita GDP (Kyemba, 1977).
In 1972, Amin changed his foreign policies from pro-Western to strongly pro-Muslim and antiZionist, insisting that Israel return the land it seized in its war of 1967, calling for the dissolution
of the Israeli state, and ordering the removal of Jews from Uganda. The Israeli population along
with the large number of Asians controlled a significant proportion of Ugandan capital. They
managed to remove much of the physical capital they possessed when they were expelled from
the region, and took it with them to Kenya, dealing a massive blow to Uganda's capital stock
(Kyemba, 1977). Later in the same year, Amin famously expelled all 50,000 Asians from the
country. The Asians left their capital and wealth assets behind, which the government spent
entirely by redistributing it among the population. The tenants of formerly Asian properties
plundered the land or the company for all it was worth, and then absconded (Kyemba, 1977).
The outflow of wealth and capital due to this, resulted in entire industries closing as production
ceased, and in turn basic necessities were unavailable to the public. Inflation was rife,
investment had been absent, education and vocational training had vanished, import/export and
currency statistics were also doctored, the black market rocketed, and the economy was run
into the ground (Kyemba, 1977). During this decade, the high rate at which citizens were killed
or persecuted due to their nationality or race, along with the widespread confiscation of Asian
lands, contributed to the death of contract and land rights (Byrnes, 1992).
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The short period between 1979 and 1980 was a politically tumultuous one as Uganda saw three
different governments. Under the second Obote regime, economic mismanagement persisted.
Conflicting philosophies hampered the articulation of concrete economic policies in a
factionalized Ugandan National Liberation Front (UNLF). During the war to overthrow Amin,
Uganda's economy and industrial sector had been decimated: only 300 of the 930 companies
listed in 1971 stood in the early 1980s, with an average capacity utilization of just 5% (Hansen
& Twaddle, 1995). A new government was set up in 1985 led by Yoweri Museveni, which
became the most democratic government independent Uganda had seen since independence.
This government strongly opposed IMF initiatives and worked in favour of the Ugandan
shilling, distributing goods, regulating prices and maintaining monopolies. The statist reforms
included orthodox steps of change that did away with many of the norms in place until that
point - strategies for liberalization and stabilization of the economy (Sejjaaka, 2004). In the
case of Uganda, liberalization meant lifting price restrictions, forming a free exchange-rate
system and enabling market determination of interest rates and foreign-exchange transactions.
Stabilization included enforcing a strict fiscal and monetary management system on lending
from the public sector, and restructuring the regulatory framework (Sejjaaka, 2004).
In the years after 2002, in which Uganda continued to be ruled by a unitary parliamentary
legislature with Museveni at its helm, the real GDP rose at an average rate of 7.9 percent while
income poverty levels dropped from 37.7 percent in 2002 to 31 per cent in 2005/2006. Around
the same time, GDP per capita rose at an annual rate of 4.5 percent, which exceeds the goals
of the Barbados Programme of Action (BPOA) set by the United Nations narrowly (UNOHRLLS, 2010). Nevertheless, the Gross Fixed Capital Formation as a percentage share of
GDP fluctuated between 22% and 23.7%, which is marginally lower than the 25% BPOA goal.

Conclusion
This paper has proved that while political regimes do affect the economic development of a
country, it cannot be said that one type of regime rubs off on the economy in a better way than
others. The progressive decline of economic growth by the rule of a single, influential man
over a long period of time is explained by the ‘dictator’s dilemma’, coined by Ronald Wintrobe.
The marginal effect of democratization on the economy has been studied through the works of
Barro, Rodrick and Przeworski. Taking the case of Uganda, the eight years under Idi Amin’s
dictatorship did insurmountable damage to the Ugandan economy, primarily due to his
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entanglement in the disinformation trap of the dictator’s dilemma along with ideological
reasoning. But the (quasi) democratic governments that came after were not able to fully
redeem the country to its full potential, thereby proving the theories established earlier.
Economic development and modernisation have shown a very slow pace in most of the African
countries. The economy has not risen or shown high figures mostly due to the political
instability in the past. It is very significant that the agricultural sector in Uganda is vast, but
this sector alone cannot drive the economic growth. This will make the demand for skilled
labour lower which is clearly the opponent of economic growth. Uganda faces a huge
unemployment rate. Not only the government but also the corporate sector must take necessary
initiatives and implement policies that provide employment opportunities to the citizens that in
turn drive economic growth. Employment opportunities alone will not help the country, the
labour force must be skilled for higher productivity jobs. For this, there must be quality
education and foundational skills to be provided by the private sector as well as government.
Uganda must diversify its exports and export destinations. The major exports of this country
have been agro-based commodities such as coffee, tobacco, tea, and cocoa. These
comparatively require less technology and labour skills and hence cumulates to less complexity
and diversification of products. Along with this, Uganda can look at Sub-Saharan Africa and
Asia as potential export destinations. A core driver of economic growth is trade. To drive the
trade and trade relations, the country can encourage regular engagement of regional relations.
Uganda can share trade strategies with its neighbours and not only make their collective supply
chains stronger but also increase the relevance of their activities. Another area to concentrate
upon is urbanisation. The country must indulge in the betterment of transport systems to ensure
movement of people and resources, reforming land policies and institutions to a credible system
for documenting and valuing land. Establishment of more domestic businesses in the urban
areas to increase the logistics, banking, advertising and production functions. The Republic of
Uganda’s potential for economic and political well-being is known to the world. The effect of
the type of government is clearly a decisive factor in the economic history of the country, in
more ways than one. If implemented, the suggestions listed in this paper will surely contribute
to the development of the country’s stature in Africa and in the world.
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ABSTRACT
The following paper undertakes a comprehensive study of South-South Cooperation in the
contemporary era, specifically looking at how the two most prominent models of this cooperation
have played out in the United Republic of Tanzania. Using this case study of Tanzania, the paper
will elucidate the shortcomings of the aid for trade model and the technology transfer. The
discussion is further contextualized in lieu of a common problem faced by developing countries,
known as commodity dependency, to do a better analysis of the grassroot impact the above two
models have on the economic structure of a State. Stemming from this, the most prominent relation
of Tanzania with SSC, which is the People’s Republic of China is also examined critically to serve
as the main object for analysis of the case study.

The paper therefore attempts to offer

recommendations involving a more domestic centric approach towards South-South Cooperation,
strengthening the domestic policy frameworks and enterprises.
Keywords: Commodity Dependent Developing Country, Sustainable Development Goals,
Tanzania, Sub-Saharan Africa, South-South Cooperation.
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Introduction
The core concept of Sustainable Development Goals (SDGs) pushed for a simultaneous
domestic-global development, centered on sustainability. To achieve all the 17 goals, multiple
global partnerships have been undertaken to ensure proper integration of these goals in the
national agendas of the country. This paper focuses on the United Republic of Tanzania, and
such partnerships it has entered to achieve its roadmap to sustainability by 2030.
The United Republic of Tanzania is a Sub-Saharan African country, categorized as a Least
Developed Middle-Income Country by the United Nations. Initially, the economic structure of
the market only supported the export of agriculture based commodities. However, the economy
has transitioned through systematic development resulting in a more diversified set of
commodities to be exported through other sectors as well. The economic development of the
country is administratively structured around five-year development plans, which are further
part of a Long-Term Perspective Plan (2011/12- 2025/26)(LTTP). The LTTP is based upon six
pillars, one which is sustainable development from an economic, environmental and social
perspective. Since the SDG was enacted in the middle of the LTTP, complete policy-based
integration of these goals into the LTTP is identified as a challenge that has yet not been
overcome. In the absence of this form of central policy, Tanzania has been the receiver of
financial aid for projects enabling the implementation of SDGs. Most of these projects, as
discussed afterwards have been a result of South-South Cooperation (SSC), a prominent
example of which are the partnership projects of People’s Republic of China and Tanzania.
Due to the onset of globalization domestic markets have got the access to international markets
and global supply chains. It brought another dependency termed- export commodity-dependent
countries. The paper will firstly establish the presence of this issue in the Global south, discuss
the negative impact of this problem and try to argue for focusing on the role of SSC in
addressing this problem, perhaps in the context of SDGs.

Methodology
The paper follows a descriptive analysis of secondary sources available in the public domain.
Examples of sources used are government publications in the form of reports and policy
documents, which were selected to understand the official perspective on the topic. Other
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sources used are United Nations Publications, including publications by subsidiary
organizations such as the United Nations Conference on Trade and Development and the
United Nations Development Program.
The statistical information used in this paper has been sourced from United Nations reports and
publications offering data and is regarded as secondary sources for this paper given their
composition is contingent on member-partner submissions. Multiple organisations controlling
these funds have also published their monetary allocations on the public domain to showcase
transparency, which has also been relied upon by this paper.
The paper also relies upon publications by scholars, mainly in the form of journal articles to
provide an objective understanding of the policy-based challenges that are observed by the
author.

Inception and Development of South-South Cooperation
The origin of the SSC movement as it is recognized by the United Nations now, can be traced
back to the Bandung Conference that established the Non-Aligned Movement (NAM) back in
1955. Led specifically by the newly decolonized nations, the initial idea was to ensure
cooperation for development which would not be contingent on assistance from any of the
other two hegemonic blocks of the time. Technology transfer became an important tool for
SSC given the overall lack of wealth these nations encompassed at the time, thereby creating
the roadmap towards technical assistance. Another more inclusive version of the NAM was the
Group of 77 (G77), which comprised almost all of the developing nations of the time. In this
context, the issue of unity amongst southern nations can be examined, which emerges from the
lack of equal footing amidst the developing countries. On one end there were countries such
as India, Argentina, and Brazil and on the other end were certain African countries that were
left out and were not even signatories to the G77 till 1992, including Burundi, Rwanda, and
Tanzania (Mihyo, 1992).
This issue of inclusivity and equality amongst the southern nations, however, has witnessed a
further increase due to the differential growth of certain southern economies. Currently, SSC
has taken multiple forms with partner countries still undertaking technology and knowledge
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transfers but with the growth of economic capabilities within these nations, most of these
transfers are packaged in the form of foreign direct investments (Tarp & Cold-Ravnkilde,
2015). An important fact to note is that earlier, these technological transfers were considered
to be unsustainable due to them being a replication of northern technologies implemented by
those nations that lacked the founding skill to implement them properly (Mihyo, 1992).

Current Trends of South-South Cooperation Influenced Development
When analyzing the growth of SSC over time, what must be noted is the direct nature of
southern capital flows which is prevalent even now when noting the low exclusivity level of
the ventures that emerge from these flows. Another key development trend in SSC which is
further strengthened now is the use of trade, specifically in the form of free trade areas and
customs/ tariff unions (Mihyo, 1992).
These specific aspects of the development of SSC become important in the current context of
SDGs, with Goal 17 specifically opening up the avenue of cementing SSC as an important tool
for integrating SDGs. The discourse in the 2015 conferences and the following High-Level
Political Forums have presented the change in perception towards the southern countries as
solution givers instead of solution seekers (Mabera, 2019). This type of increased importance
towards SSC, therefore, gives a bigger opportunity of resolving the uncertainty that has been
expressed above by perhaps showing a more unified approach towards the integration
procedure of SDGs in southern countries (Mabera, 2019).
An important tool for SSC enumerated above was the use of trade in boosting technical
cooperation. Global trade can also be seen as a further indicator of the inequality enumerated
above, specifically through the concept of commodity-dependent countries. A country is
considered to be export commodity-dependent when 60% or more of its exported merchandise
comprises commodities. The latest statistical reports have alarmingly pointed out the
multiplicity of several sub-Saharan African countries to be commodity export-dependent
nations. This dependency, however, plagues developing countries excessively, with two-thirds
of all developing countries being commodity export-dependent, as showcased from Figure 1
(Zhang, Carcamo, & Laurent, 2019).
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Figure 1. Commodity dependent countries depicted on a regional basis (Zhang, Carcamo, &
Laurent, 2019)

Understanding the Problem of Commodity Dependency
Within developing countries, the issue of unity is depicted concerning the regional variation of
commodity dependence, which as per Figure 2, highlights the prominence of Sub-Saharan
African countries in this situation.
Figure 2. Distribution of Commodity-Dependent Countries by Geographic Region

Source: Zhang, Carcamo, & Laurent, 2019
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Commodity dependency has been noted to depict vulnerabilities of a nation towards external
shocks on a macroeconomic level that can directly impact the GDP of a nation, thus resulting
in ripple effects emerging that further affect the progress of the Millennium Development
Goals (MDGs). The MDGs, which were the predecessor to the SDGs, were noted to influence
several fiscal aspects of a country, with the overall development being showcased and indicated
through these fiscal mechanisms. Thus, the impact of commodity dependency on the progress
of MDGs can be adduced, which can also be attributed to SDGs, given the commonality of the
two goals. This attribution becomes even more prevalent in the context of ensuring zero
poverty, something which was of focus both in the SDGs and the MDGs and is highlighted in
the SDG progress of Sub-Saharan African countries as well (Seth, 2011).
To understand the importance of SSC in the present financial framework of the SDGs, the
overall funding of the Goals must be analyzed, which clearly as per Figure 3 showcase a lack
of complete funding by both member states and other organizations.
Figure 3. Available funding in contrast with total required funding given per Goal

Source :United Nations Tanzania, 2017

There is an overall deficit of an estimated $ 5-7 trillion which will be required for the overall
integration of SDGs by all nations till 2030. The issue of financing, however, brings up the
flaws within the current global financial architecture that reflect the in-ability to accommodate
new and emerging economies (Banihani, 2019). It is in this context that the work of innovative
funds established in collaboration was commended. Another example of such a fund is the
Sustainable Development Goals Fund, which was established in 2014 with the idea of creating
a multi-partner donor fund, with the first donation being instituted by Spain. Currently, the
SDG Fund has ongoing projects in 23 countries. However, the most prominent example of such
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a fund is the leading development cooperation group, called BRICS, representing Brazil,
Russia, India, China, and South Africa. BRICS currently is a major player in the context of
SSC, given the high level of international financial assistance provided. This funding pattern
further goes on to represent two major investment trends of the SSC, the aid for trade and aid
for investment model, which differ vastly from the traditional official development assistance
format of aid followed by western nations (Xiuli, Chuanhong, & Jin, 2018).

SSC Financing: A Case Study of Tanzania
Figure 4.

State of Commodity Dependence Report 2019: United Republic of Tanzania

Factsheet

Source: Zhang, Carcamo, & Laurent, 2019
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Figure 4 represents the aid for trade model through commodity export trends of Tanzania,
consisting of multiple Southern countries. The biggest destination for the exports includes two
developing nations, India and UAE along with China and the European Union. This pattern of
trade is owing to the aid for trade model as from the southern countries, China and India are
the biggest contributors of technological aid (Zhang, Carcamo, & Laurent, 2019).
To analyze the impact of this model, two particular programs will be looked at, the ChinaTanzania partnership program and the Productive Social Safety Net, with the latter having the
involvement of several international collaborators. Both of these initiatives are regarded as
substantial actors towards increasing the capacity of Tanzania to achieve its SDG target
requirements. Tanzania on a policy front has tried to integrate the SDGs through policy
interventions brought about in the Five-Year Development Plan II (FYDP II), with the main
priority being growth and industrialization, thus trying to increase the shift from a
predominantly agriculture-based economy (Tanzania, 2019

Current Progress of Tanzania on SDGs
The path towards achieving the targets of SDGs has led to an increase in foreign direct
investment into Tanzania due to the multiplicity of projects being launched with Goal 1 and
Goal 2 having high levels of focus being given. Goal 1 focuses on ending poverty in all forms
across the world, in Tanzania however, there are no concrete policy frameworks that have been
adopted to curb the vulnerabilities that may emerge from the rising commodity dependency.
The Government has relied on the growing rate of the economy, juxtaposed it with the growth
of the population in an optimistic format to conclude that the former will ensure the number of
people below the poverty line is reduced. However, at the same time, it notes that there is a
sizable chunk of the population living at the level of the poverty line that may be vulnerable to
external shocks causing it to slide below the line (Tanzania, 2019).
As a result of such shocks, the external commodity prices also tend to fluctuate, especially
when there are no protective fiscal policies in place. These fluctuations in turn affect the overall
development of a country which is heavily dependent on these exports, which do not include
services and therefore such form of dependency is viewed as a trait of underdevelopment
(Carcamo & Zhang, 2019). The reduction of poverty instead has been included in social
development, and the only notable progress has emerged from the Productive Social Safety
Net (PSSN) program which is implemented by the Tanzania Social Action Fund. The PSSN
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framework has been conducted through multiple phases, with the main emphasis being on poor
and vulnerable households, using Cash Transfer programs as the main tool for development.
These programs have been successful in increasing beneficiary consumption, human capital
accumulation and the overall transition phase of children from adolescence to adulthood. The
bigger aim of the PSSN has been to reduce the drawbacks of external shocks to such vulnerable
households and has been a product of the Organization for Economic Cooperation and
Development (OECD) and other European Union member contributions (Team, 2018).

China-Tanzania Partnership 2017-2020
The modern-day United Republic of Tanzania emerged out of a freedom struggle when the two
major political entities of Zanzibar and Tanganyika joined to form Tanzania in 1964. The then
President Julius Nyerere, who led the freedom struggle was influenced by the theory of
dependency and therefore wished to reduce its dependence on European partner nations, unlike
the rest of his neighbors and sought other alternatives. One such alternative emerged from the
admiration Nyerere had of the Chinese development model, that can be expressed best by the
1965 Sino-Tanzania Treaty of Friendship, securing a long-term partnership of economic and
military trade relations. Another important indicator of these strong relations was the TAZARA
railway funding project, which established an 1860 kilometer railway line between Zambia and
Tanzania, funded through an interest-free loan when the World Bank itself rejected the
proposal of investing in the railway line (Fujita, 2017).
The benevolent aid and technology model, however, increased the economic presence of China
and became widespread in 2005, when the Government moved away from its socialist roots
and opened the economy for greater foreign trade and investment. This resulted in China
establishing companies like the China Railway Group Limited Company and establishing
subsidiaries of prominent domestic companies like the Beijing Construction Engineering
Group (Fujita, 2017). This type of foot-in-the-door tactic which has been thoroughly
capitalized on by China showcases the indirect exploitation that emerges from increasing
economic presence in the guise of foreign aid. While this may undermine the capacity of the
domestic government in increasing development and increases the economic influence of a
foreign state, it also has greater impacts on the overall development of the state itself.
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This effect on development and resulting undermining of the government can be depicted in
the case of Sunshine Group of Companies, a Chinese company operating predominantly in the
field of agriculture and also in trade, mining, energy generation, and distribution as well as
construction. Sunshine Co. has been a dominant player in the agricultural sector, having over
2000 employees spread across the nation and having a 20% of the market share (Xiuli,
Chuanhong, & Jin, 2018). The venture on an ownership level is not controlled by any
Tanzanian citizen/company. It is owned and operated by Chinese nationals, including the
government itself. As a result of this, the operations of these companies are significantly
influenced by State policies and regulations that leverage the foreign relations of the investing
and host State (Xiuli, Chuanhong, & Jin, 2018). The problem which emerges is that of a
conflicted interest, as the host State will design corporate regulations that will not undermine
the gains of such foreign State involved enterprises. An emerging conclusion from these forms
of dominant corporations is that while they claim to foster the growth of local brands, their
technological advantages are still in their control which results in product generation by local
brands not being at the same standard as these foreign companies. This disproportionate
development will mainly result in an unfair competitive environment where starting or
sustaining local business ventures will be non-feasible.
When such foreign companies, devoid of local ownership, enter the market and obtain such
dominance and under the guise of SSC, economic development is scarcely achieved. Any
benefits of resulting development are reaped by such corporations, but the main aim of
comprehensive capacity building of the host State is not achieved. This further leads to greater
economic impact and prosperity for those individuals, including locals, who are involved or
associated in the supply chain of these companies, but the domestic policies are unable to catch
up with the same and feel no need to intervene as there is no viability of the same observed.
Therefore, on the face of it, such types of cooperation respect the sovereignty of the domestic
country, do indulge in capacity building, but these terms diversify when the foreign country is
the main destination for the commodities exported by the host country.
Capacity building becomes extremely important in the context of sustainable development, and
while the goals do acknowledge the need for partnership and cooperation, the same cannot
come to the extent of substitution with government policy is, to some extent, replaced with
foreign investment. At the same time, the SDGs appear to be a burden that increases the scope
of dependency that countries like Tanzania might face which require foreign technological
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assistance for not only mapping but achieving the target indicators of the SDGs. The lack of
concrete policy, however, which was even noted by an audit done by the Government itself,
showcases the potential increase of a new type of dependency that may undermine the
Government indirectly (Tanzania G. o., 2018). This audit also revealed an overall lack of
awareness on the part of the Government for increasing stakeholder partnership and knowledge
of the SDG indicators.

Conclusion and Recommendations
The case of Tanzania presents an alarming situation wherein there is potential for southern
countries to replicate the hegemonic presence and domination.. What becomes a further
problem is that the aid for trade model and the technological transfers done diversify exports
in a demand-driven format, but the dichotomy that emerges is that the demand for these
products is in the countries that are providing the aid in the first place. Although the same
emerges indirectly and does not pose direct and substantial harm to the domestic economy, the
fragility of foreign pricing increases the economic vulnerability of individuals involved in these
areas of trade in these dependent countries.
With the onset of the fourth wave of the debt crisis and unpredictable global economic
situations emerging due to a COVID pandemic, there is a stronger need for a more conservative
and domestic development-oriented strategy. Emphasis should be on domestic capacity
building, not just in the economic sphere but also in the policy sphere that can help the
government create more suitable economic ecosystems not contingent on foreign actors. The
present OECD and SSC programs have showcased multiple means of doing the same, however,
there are certain drawbacks of a liberalized government. This includes the lack of governmentstakeholder relations that get undermined as the lucrative act of economic development is
outsourced to foreign companies. The SDGs are a perfect context for altering this
disproportionate development, by focusing more on financing government and local
enterprises rather than replacing them with foreign companies. This can be done through
investing foreign aid and technology into creating public institutions such as universities and
colleges that can generate educational opportunities to properly understand the knowledge
behind technological transfers.
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The next step to this should be directing foreign finances into public-private enterprises,
encouraged domestically through lucrative incentives. As a result the ownership issue
discussed above can be curtailed through balancing private and public stakes and gains. The
labor intensive nature of these economies coupled with the infusion of foreign capital and
technology can result in product and commodity generation that can compete in international
supply chains, and possibly be imported back into the investing state. This approach, if
implemented with achieving the objective defined above can clearly combat the issue of
commodity dependency that a developing nation might face. For technological transfers with
the intention of monetary compensation, SSC can look at the model adopted by triangular
cooperation, by getting a third party to act as the intermediary between the two nations, and
providing adequate monetary compensation for the technology given. Such a model will ensure
that the deficit in financing the technology transfer between the two States can be fulfilled by
a third party institution (Roman-Morey, & Inomata, 2011). Examples of these institutions can
be regional organisations, specifically financial institutions that have the relevant budgetary
capacity of facilitating such transactions. As a result, the influence accompanying such
technology transfer can be curtailed and the monetary value of the technology still be respected.
Lastly, this can also be an opportunity for SSC to redefine itself by contemplating a stronger
framework that can prioritize the domestic health of a country over the financial hegemony of
the investing state. The idea behind SSC has always been to provide an alternative to the
hegemonic practices of the North, and SDGs give a perfect context to SSC for proving the
same.
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ABSTRACT
This case study explores the relationship between development finance in India and Sustainable
Development Goals. Sustainable development plays an indispensable role in helping the Indian
economy achieve a resilient, inclusive and clean growth while creating economic benefits and
helping lift up the Indian society. There is a need to direct the flow of finance from public, private,
international and other sources to an effective sustainable growth model. Sustainable development
should be the foremost priority of the Indian government. Although the UN and countries all over
the world have had substantial discussions on the topic, sustainable development/SDGs and their
financing are still a looming concern in developing countries like India. Development finance may
come from a variety of private, public, domestic and international sources including tax revenues,
investments from the private sector, philanthropy, public-private partnership and official
development assistance. The major challenge to achievement of SDGs remains securing
development finance through maximization of the potential of these sources. This is because these
financial flows stagnate or decrease due to dependence on tax revenues, illicit activities that
reduce government finances, and tapering official development assistance flows. In order to build
an effective growth model, India needs an efficient development strategy that is focused on
infrastructure development and heavy contributions from banks (private/public), NGOs and other
organisations (or vested parties). The study is descriptive in nature and based on secondary data.
Online journals and published reports by the government of India and from other individual
authors were used in the analysis. The research question is, ‘How sustainable development goals
are financed and what are its challenges in India?’ A qualitative research has been conducted to
interpret existing data and contextualise it according to the research question. A thematic
literature review has been conducted because the contributions to this body of research has not
been chronological. The material was majorly sourced from the internet due to its accessibility
during a pandemic. Some scholarly journals and some published government reports have been
referred. The data was generally sourced by theme, by looking into the sources of development
finance, the related challenges and analysing them to develop recommendations. Since the
research is based on secondary data, a major challenge faced was finding recent research on the
topic. Most research has focused on the time period between 2015 to 2030. This is because the
goal to achieve the SDGs by countries was set for the year 2030. There is a dearth of India-centric
research on the topic with only few reports available. Government reports lack detail on the
contributions from the different sources of development finance.
Keywords: Sustainable Developments Goals, Green Initiatives, India’s sustainable development,
Challenges to Sustainable Development, Developing Finance institutions, Official Development
Assistance.
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Introduction
In the current age, one of the biggest challenges faced by the global community is sustainable
development. With drastic climate change and increased awareness about the threat to our
environment, tackling and caring for environmental concerns has become one of the foremost
interests of the international community. In this regard, financing and handling environmental
issues becomes essential for the finance sector. In order to give an accurate picture of how
important the role of the financial sector is, we can look at the Intergovernmental Panel on
Climate Change (IPCC) 2018. As part of the decision to adopt the Paris Climate agreement,
the IPCC was required to bring forth a special report. The report suggested bringing the level
of Global Warming down by 1.5°. It also stated that such a task would require “far reaching
and unprecedented changes in all aspects of society” (IPCC, 2018). Also, as per the IPCC, the
task would require an overall investment of 1.5 to 3.8 trillion USD. This amount shows that
green financing is a daunting task and also highlights the importance of finance in achieving
the required targets. The EU alone would have to make investments into renewable and
efficient energy of up to €180 Billion. In order to build sustainable infrastructure, over $1.7
trillion is required by Asia per year (Jha & Bakhshi, 2019).

India has big aspirations of becoming a USD 5-trillion economy by 2024 (MOF, 2019). This
development and progress would strongly depend on a steady growth of its GDP. One of the
challenges to this goal is the problem of runaway climate change. According to a study by
Stanford University, Indian economic growth has been 35% smaller than what it would have
been had there been no global warming (Diffenbaugh & Burke, 2019). India faces stout
challenges due to global warming like flash floods, extreme climate conditions, heatwaves, etc
and they actively impact major Indian cities like Bengaluru or New Delhi. While Bengaluru is
hounded by depleting groundwater (Mongabay-India) the other, New Delhi, is the most
polluted capital of the world (Niti Aayog, 2018). According to the India’s Intended Nationally
Determined Contribution (INDC) to United Nations Framework Convention on Climate
Change (UNFCCC, 2015), India has committed to reduce its greenhouse gas emissions by up
to 35 percent, a 40 percent increase in the percentage of non-fossil fuel based electricity and
also to enhance the forest cover to absorb around 3 billion tonnes of Carbon dioxide; all of this
by 2030 (UNFCCC, 2015) . To achieve the aforementioned goal, India requires huge financial
resources. According to the Government of India, action is required in key areas like
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agriculture, fisheries, water resources, infrastructure etc. A preliminary assessment would
suggest a requirement of additional $206 billion (at 2015 prices) to enact and implement change
in all these areas by 2030 (Jain, 2020). Chapter 8 of the Budget also states that additional
resources might be required to strengthen disaster management increasing the total requirement
up to $2.5 trillion (Economic Survey, 2016). In any case, these figures highlight the importance
of the financial sector in sustainable development.

Green finance refers to all forms of financial instruments that are involved in the funding and
investment of any environmentally sustainable project, like green bonds or green banks (Jha &
Bakhshi, 2019). The developing world requires serious investment in green infrastructure and
most of it is expected to come from the World Economic Forum (WEF). The WEF is projected
to invest around $5trillion per year until 2030. Since India is a developing country with large
and increasing financial requirements, it needs to maximise its sources of development finance.
There are challenges to effectively mobilisation these sources. This research explores these
challenges and formulates recommendations for development of effective policy responses.
The objective of this study is to explore the range of development finance in India and the
efforts taken by the various agencies. It aims to examine the main challenges for mobilisation
of the sources of development finance for a developing country like India.

Methodology
The study is descriptive in nature and based on secondary data. Online journals and published
reports by the government of India and from other individual authors were used in the analysis.
The research question is, ‘How sustainable development goals are financed and what are its
challenges in India?’ A qualitative research has been conducted to interpret existing data and
contextualise it according to the research question.

Literature review
According to a Climate Bonds Initiative report (2019), institutional investors can potentially
play a huge role in green financing. This can be easily done by creation of liquidity in the
market by mobilizing funds using pension funds, hedge funds, mutual funds, etc. This liquidity
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will help us divert funds in the right kind of investments. A study found out that in Asia
compared to total managed asset accounts only 0.8% was used in socially responsible
investments (Volz, 2018). A major challenge to green financing and sustainable development
is the fact that the environmental and long terms risks associated with investments are not
disclosed. As per Kumar, banks should play a bigger role in financing sustainable development
projects and in bringing forward environmentally friendly products (Kumar et all., 2019;
Kumar & Sharif, 2018 ). A UNEP inquiry shows that domestic green bonds can help provide
and create additional finance and opportunities which can in turn help in meeting the demand
and investment requirement for green infrastructure (UNEP, 2017). A 2016 report also spoke
about the role of financial systems and promoted green transformation by emphasizing on the
role of government in green financing and the importance of a public and private partnership
(Goel, 2016). Funds can be raised through green bonds to be utilised in all eligible categories
instead of just low carbon or climate resilient projects (Cochu et all., 2016). Goel spoke about
- how the demand and need for green funds will only rise because of the rising concern about
environmental sustainability (Banga, 2019). An increased focus of the government on green
finance to ensure that barriers in green finance are removed could be a major step towards
improving the condition of Green Financing in India. Green finance will also aid in resource
management and lead to proper allocation of resources (Keerthi, 2013).

Financing Sustainable Development Goals in India
Sustainable Development Goals (SDGs) are a list of 17 goals that are an urgent call for action
by all countries, developed and developing, in a global partnership. These act as a shared
blueprint of prosperity for people and the planet. The main focus of these strategies is ending
poverty, reduction of inequality, improvement of health and education facilities, promotion of
economic growth and tackling climate change. These targets are aimed to be fulfilled by the
year 2030, thus this is also called the 2030 Agenda. (UN, n.d.)
The Intergovernmental Committee of Experts on Sustainable Development Financing
(ICESDF) broke down development finance into four components: domestic, international,
public and private finance. It can be difficult for low and middle-income countries to mobilise
the requisite amount of resources to meet their development goals through domestic sources.
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They have lower levels of tax collection, and are unable to attract sustained private investment
in their economies because they are seen as a ‘riskier bet’. Thus, Official Development
Assistance (ODA) flows are important.
By some estimates, achieving the Sustainable Development Goals by 2030 will require
mobilising an additional $2.5 trillion per year from diverse sources, such as development aid,
domestic budgets, and private investment. (Sethi et al., 2017)
The Addis Agenda gives a new global framework for financing sustainable development as per
the 2030 Agenda. It incorporates the means of implementing SDGs into a comprehensive
financing framework. It guides further actions for concerned stakeholders like governments,
international organisations, the business sector, civil society, and philanthropists. There is a
focus on all forms of financing including domestic public resources, domestic and international
private businesses, international trade, along with addressing systemic issues and promoting
access to technology (UN, n.d.).
India, being a developing country, has huge development financing needs in areas like
infrastructure, energy, transport, telecommunications, water and sanitation, education and
health projects. Such needs amount to over 5% of the GDP of developing countries.
In most developed countries, development finance for infrastructure projects comes from a mix
of sources, with less than 40% being funded by governments and the private sector contributing
more than 50% of financing needs. This is in contrast to developing countries, wherein the
funding for infrastructure projects comes majorly from the government budget. 70% of the
funding comes from the government, 20% from private players and 10% from multilateral
development banks (Ghani, 2018).
The Indian government has created several policies in order to advance developmental efforts
in achieving SDGs. In 2015, it created a national think tank, the National Institution for
Transforming India (NITI Aayog) to give policy inputs. It has worked extensively on spreading
awareness and uniting stakeholders to facilitate achievement of SDGs. Several government
programmes like the Swachh Bharat Abhiyaan, Pradhan Mantri Ujjwala Yojana and Digital
India Initiative promote sustainable development. For instance, the Pradhan Mantri Jan Dhan
Yojana (PMJDY) has promoted financial inclusion for the goal of poverty alleviation. Through
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this scheme, combined with others, the Government has disbursed a cumulative amount of INR
1.6 trillion (USD 25 billion) to 329 million beneficiaries through Direct Benefit Transfers
(Vikas et all., 2017 ). Major progress has been made through many of these initiatives.
However, financing does seem to be a challenge.
With a large proportion of development finance coming from the government, taxation is of
utmost importance. In India, 16% of Gross Domestic Product (GDP) is earned in tax revenue.
This is low when compared to economies like China and Brazil, wherein 19 and 21.4% of the
GDP is earned in tax revenue, respectively. Thus, there is a need to expand the tax base and
strengthen the tax administration system.
Recently the Goods and Service Tax (GST), a comprehensive indirect tax, was implemented.
This subsumed most other taxes including those that were SDG-aligned, like the education
cess, clean energy cess, water cess, Krishi Kalyan cess, and Swachh Bharat cess. The individual
implementing agencies, for instance the HRD ministry for the education cess, had more
autonomy over the implementation of funds. Moreover, a large proportion of tax revenue is
lost in developing countries to illicit financial flows like tax evasion, money laundering, and
profit sharing practices of multinationals, and international bribery. In India, USD 83.5 billion
is estimated to be escaping government tax revenues. This is the third-highest trade-related
illicit financial flow globally (PTI , 2020).
Beside the government, the private sector plays an important role in making contributions to
development finance and has tremendous scope to contribute more effectively. With the
liberalisation of the Indian economy in 1991, private enterprise played an increasing role in
social and economic development, especially with regard to education, healthcare, access to
energy and affordable housing.
Private investment has increased especially since the revision of Companies Act in 2013.
Corporate Social Responsibility (CSR) was mainstreamed and a certain proportion of profits
had to go towards development. Between 2013 and 2017, approximately USD 1.8 billion were
contributed through domestic CSR and philanthropy in India (PTI, 2019).
Given the substantial financing requirement for SDGs, a continued focus on PPP initiatives as
well as addressing challenges in their rollout is crucial. India has one of the largest Public52
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Private Partnership (PPP) programmes globally. India alone accounted for almost half of the
investments in new PPP projects in developing countries implemented in the first half of 2011.
However, in reality, these projects have been biased in terms of the contribution of the public
versus the private sector. The government contributes heavily to such projects and bears the
costs in-case losses are incurred. The private sector is the beneficiary for profits. Thus, these
projects end up being financed majorly with tax revenues (Chandrasekhar, 2013). For instance,
as per the agreement for a PPP project to build the ‘Rajiv Gandhi Super-specialty Hospital’ in
Karnataka, the government of Karnataka reimbursed any anticipated losses for the first three
years to the Apollo hospital and from the fourth year, it had to pay a service charge to the
Apollo hospital in case of no net profits (KPMG, n.d.). Given the vast financing needs, it is
important that the private sector has access to global finance. Infrastructure Development
Finance Company (IDFC) is an institution among others, which has been created to provide
long term finance through the PPP programme. It is a private infrastructure financing company.
In 2003, IDFC was able to raise $200 million for the India Development Fund, to promote
infrastructure (Chandrasekhar, 2013).
International private finance through Foreign Direct Investment (FDI) can improve
employment and bring high growth. The government has made economic reforms in order to
attract FDI like opening up key sectors such as defence and railways. India has been successful
in attracting increased FDI inflow by 3.6 percent, despite a 5 percent reduction in global FDI
flows (UN, 2017).
NGOs, philanthropists, social enterprises and impact investors are heavily involved in social
and economic welfare activities, and thus can be important contributors. Philanthropic funding
has grown at an unprecedented rate in India and has overtaken funds from foreign
philanthropists and domestic private sector CSR investment. They make up 32 percent of total
contributions to development, up from 15 percent in 2011.
Internationally, US-based philanthropic foundations gave out over USD 26 Billion in
international grants globally in 2011(OECD, 2019) India received USD 403 million of
philanthropic assistance in 2018, which is 5 percent of all philanthropic flows. These are at
such levels for India mostly due to the Bill and Melinda Gates Foundation, which has made
large and consistent funding commitments in India, up to USD 335 million in 2017.
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Official Development Assistance is international aid, grants, soft loans and the provision of
technical assistance. Multilateral institutions like the UNDP, UNEP, UNICEF and UNFAO
have undertaken several development projects. The Development Assistance Committee
(DAC) had committed donations of 0.7 of their Gross National income (GNI). Apart from a
handful of countries, this commitment is not respected and has remained less than half of that
on average in 2017 (OECD, 2019). The highest ODA to GNI ratio at 1.12% in 2016 was of the
United Arab Emirates, a non-DAC member country. ODA flows have not increased much since
2013 and 32.5 percent of this flows to the LDCs. Middle-income countries are often deemed
too well-off to be eligible for many financing opportunities. India is classified as a lowermiddle income country. However, India continues to house a large proportion of the world’s
poor and therefore poverty reduction and distribution of wealth remains a problem. As can be
seen in the graph below, ODA flows to India have been decreasing consistently. (OECD, 2014)

Fig 1: Net ODA received by India

Source: OECD, 2019

With tapering ODA, India has been following the principles of South-South cooperation to
achieve SDGs by creating partnerships in areas like financing and technology. There is growing
scope to raise development finance through south-south cooperation. The New Development
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Bank established by BRICS for lending for infrastructure projects is one such initiative. The
Contingency Reserve Agreement (CRA) created to help Southern countries in times of crisis
was also set up (UNESAP, n.d.)
Development finance generally involves loans for infrastructure projects, which have a long
gestation period. These are tough to find through commercial banks. Development Finance
Institutions (DFIs) can instead fill this gap to provide such development finance. DFIs were
established with government support soon after Indian independence. Eventually, government
support to DFIs tapered, much like many other developing countries. In the 1990s, India
introduced the ICICI, IDBI and IFCI banks for this requirement of low interest loans for risky
development projects. These banks later, were converted into commercial banks
(Chandrasekhar, 2013). There is a need for reintroduction of these banks.

Challenges faced by India in financing SDGs
Financing SDGs is considered the foremost hurdle in achieving the 2030 Agenda. It was
estimated that the global financial requirement to achieve SDGs would require 90 trillion of
which India only contributes to USD 960 billion annually. India is presently facing a financial
shortfall of INR 533 lakh crores (USD 8.5 trillion) over the mandate of 15 years of achieving
the SDGs. On average annually India is facing a shortage of INR 36 lakh crores (USD 565
billion) from 2016 to 2030. The financial gap is in sharp contrast to the government's entire
budgetary expenditure. India is standing at INR 21.47 Lakh crore (USD 336 billion) which is
about a third of the annual requirement of USD 960 billion. (Bhamra et all., 2015)

India in the near future is going to face a lot of issues in achieving SDGs as public finance
alone would not be adequate. Moreover, private finance which is available will not be able to
meet the financial gap. The current economic situation and the health crisis of the coronavirus
will also cause a lot of problems not only for India but also for the world to fulfill the 2030
agenda. However, despite the financial gap the total fund for the development sector has grown
at 9 percent from about INR 1.5 Lakh crore to INR 2.2 Lakh Crore in the last five years.
Although the government of India remains the largest contributor its share in total funding is
steadily declining. There was an increase of 15 percent in private donations from the year 2011
to 2016.
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Despite the increasing financial contribution to development, India still faces an urgent need
to increase and mobilize its financial resources. There is an urgent need to reassess financial
requirements, the financing needs to be raised through both domestic and foreign sources.
There has been a delay in the release of funds flow by the local, state and central government
due to several reasons. There has been a systemic weakness with The Panchayati Raj
Institutions and Municipal Corporations leading to poor absorption of funds. There has been
poor planning and implementation of schemes and programs (Khan, 2019). Most of the
departments do not have adequate human resources and are understaffed, with a high rate of
vacancies at gram panchayats, block and district panchayats, Issues like illiteracy, poverty
alleviation, zero hunger and gender inequality have still not been addressed. Without these
issues being addressed, the planning process weakens and leads to lack of implementation of
SDGs and also decreases funds.

There are barriers that hinder investment in order to increase the much needed financial flows
for achieving SDGs. Barriers like lack of a reliable source of measuring impact. The policies
and schemes initiated by the centre, which are to be implemented by various states and local
bodies like the corporations and panchayats face the complexity of implementation. There is
no reliable mechanism for comprehensive tracking and monitoring the impact of the policies.
Moreover, an inefficient tax system in India and a lack of incentives driving private sector
participation causes a lot of problems for the government to increase financial flow and achieve
SDGs. (Vikas et all., 2017)

With all the barriers there is an urgent need to enhance the financial resources to achieve quality
education and health services. There should also be a better unit of cost of services and adequate
payments to staff who are involved in the economic
and social sectors. The adequacy of staff and their training, needs to be given top priority for
better implementation of SDGs. At the same time, India is also worried about contributing
substantial funds for developing green technology for the poor and the so-called developing
world. India is one of the developing countries which is not able to fund its own SDGs and also
has the burden to fund for developing green technology. Majority of the countries like India,
China, and Brazil feel that the framework of SDGs should hold the rich countries responsible
for consumption and pollution and they should take ownership for the same.
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With the help of the existing academic infrastructure in the nation, India can resolve the
challenge of financing SDGs. India is the home for several renowned institutions such as IIT
and IIM, these institutions have a well-developed infrastructure for research. With the help of
the infrastructure and research, India can design and develop measures that help in achieving
the sustainable development goals. Moreover, most of the developing countries have hesitation
in reducing carbon emissions and believe that the developed richer countries should pay the
cost for environmental degradation and pollution. The developing countries believe that if they
try to reduce their consumption, they will compromise with the development of the nation.
Therefore a carbon trading system was evolved where the countries were permitted to produce
the assigned carbon credits. Any firm which produces more than assigned carbon was
penalized. Governments can consider the idea of penalizing firms with higher carbon footprints
by making them finance sustainable goal programs in the developing and least developed
countries. (David, 2018)

Conclusion and Recommendation
India is a developing country and on average is facing a shortage of INR 36 lakh crores (USD
565 billion) annually from 2016 to 2030. Being a developing country, it has huge development
financing needs in areas like infrastructure, energy, transport, telecommunications, water and
sanitation, education and health projects. India uses a diverse set of sources to meet
development finance which includes, tax revenues, investments from the private sector,
philanthropy, public-private partnership and official development assistance. Keeping in mind
the pollution trends in India, the loss to human and capital resources caused by climate change
and environmental degradation, provide more than enough reasons to invest in green financing
and sustainable development projects.
This paper makes the following recommendations to expand the sources of finance and
maximize their potential: there is a need to improve the implementation of government policies,
especially by developing a reliable mechanism for comprehensive tracking and monitoring the
impact of the policies at local levels. For attracting domestic private development finance, more
incentives should be created. For instance, Development Finance Institutions should be reintroduced. These institutions were first introduced at the time of Indian independence, to
provide low-interest loans for long-term development projects, but these institutions were later
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turned into commercial banks. Moreover, there is also an urgent need for a kind of finance
which would use the combined strength of public and private entities since we are all
stakeholders in this initiative. There is also a need for a clear and transparent investment
strategy to ensure sustainable development in India. India should not stay limited to domestic
investors but should also try and find more foreign investors and the model should be designed
keeping this in mind.

References
Alam Khan, J. (2019). Challenges in Implementation of Sustainable Development Goals in
India. CBGA India. Retrieved from http://www.cbgaindia.org/blog/challengesimplementation-sustainable-development-goals-india/.
PTI, (2020) At USD 83.5 bn, India has 3rd highest trade-related illicit financial flow globally:
Report.
The
Economic
Times.
Retrieved
from
https://economictimes.indiatimes.com/news/economy/finance/at-usd-83-5-bn-indiahas-3rd-highest-trade-related-illicit-financial-flow-globallyreport/articleshow/74458776.cms?from=mdr.
Banga, J. (2019). The green bond market: a potential source of climate finance for developing
countries. Journal of Sustainable Finance & Investment, 9(1), 17-32.
Bhamra, A., Shanker, H., & Niazi, Z. (2015). Achieving the Sustainable Development Goals
in India-A Study of Financial Requirements and Gaps. Technology and Action for
Rural Advancement.
Cochu, A., Glenting, C., Hogg, D., Georgiev, I., Skolina, J., Eisinger, F., & Chowdhury, T.
(2016). Study on the potential of green bond finance for resource-efficient
investments. Report, European Commission.
David, M. (2018). Sustainable Development Goals (SDGs)-Challenges for India. Indian
Journal of Public Health Research & Development, 9(3), 1-5.
Chandrasekhar, C. P. (2015). Development finance in India. ICS Countries, 42.
Diffenbaugh, N. S., & Burke, M. (2019). Global warming has increased global economic
inequality. Proceedings of the National Academy of Sciences, 116(20), 9808-9813.
United

Nations, (n.d). Financing for Sustainable Development. Retrieved
https://www.un.org/sustainabledevelopment/financing-for-development/.

from

Sethi, T., Custer, S., Turner, J., Sims, J., DiLorenzo, M., & Latourell, R. (2017). Realizing
Agenda 2030: Will Donor Dollars and Country Priorities Align with Global Goals.
AidData at the College of William & Mary, Williamsburg, VA.
Ghani, E, (2020). Opinion- Maximizing India’s development finance. Livemint. Retrieved
from https://www.livemint.com/Opinion/WduVhbplq9PhDqyaGAkx6M/Opinion-Maximizing-Indias-development-finance.html.
IPCC

Special Report, (2018).
https://www.ipcc.ch/sr15/

Global

58

Warming

of

1.5º.

Retrieved

from

International Journal for Global South Studies Vol. 1, November 2020: 47–60

Goel, P. (2016). Green finance: A step towards sustainable financial system. Abhinav
International Monthly Refereed Journal of Research in Management & Technology,
5(3), 22-31.
Economic
Survey,
(2015-16)
Chapter
8.
Retrieved
from
https://www.indiabudget.gov.in/budget2016-2017/es2015-16/echapvol2-08.pdf
UNEP, (2017). Green Finance Progress Report. Retrieved from http://unepinquiry.org/wpcontent/uploads/2017/07/Green_Finance_Progress_Report_2017.pdf.
PTI, (2020). India needs $2.64 tn investment to meet SDGs by 2030: Report. The Economic
Times.
Retrieved
from
https://economictimes.indiatimes.com/news/economy/indicators/india-needs-2-64tn-investment-to-meet-sdgs-by-2030-report/articleshow/73492931.cms?from=mdr.
IPCC, (2018). Summary for Policymakers. In: Global Warming of 1.5°C. An IPCC Special
Report on the impacts of global warming of 1.5°C above pre-industrial levels and
related global greenhouse gas emission pathways, in the context of strengthening the
global response to the threat of climate change, sustainable development, and efforts
to eradicate poverty [Masson-Delmotte, V., P. Zhai, H.-O. Pörtner, D. Roberts, J.
Skea, P.R. Shukla, A. Pirani, W. Moufouma-Okia, C. Péan, R. Pidcock, S. Connors,
J.B.R. Matthews, Y. Chen, X. Zhou, M.I. Gomis, E. Lonnoy, T. Maycock, M. Tignor,
and T. Waterfield (eds.)]. World Meteorological Organization, Geneva, Switzerland,
32 pp.
Jha, B., & Bakhshi, P. (2019). Green Finance: Fostering Sustainable Development in
India. International Journal Of Recent Technology And Engineering (IJRTE), 8(4).
[DOI] 10.35940/ijrte.D8172.118419
Keerthi, B. S. (2013). A Study on Emerging Green Finance in India: Its Challenges and
Opportunities. International Journal of Management and Social Sciences Research
(IJMSSR), 2(2), 49-53.
KPMG,

(n.d.). Public-Private Partnerships in India. KPMG.
https://www.ibef.org/download/PublicPrivatePartnership.pdf

Retrieved

from

PTI, (2019). At USD 83.5 bn, India has 3rd highest trade-related illicit financial flow globally:
Report.
The
Economic
Times.
(2020).
Retrieved
from
https://economictimes.indiatimes.com/news/economy/finance/at-usd-83-5-bn-indiahas-3rd-highest-trade-related-illicit-financial-flow-globallyreport/articleshow/74458776.cms?from=mdr.
Niti

Aayog, (2018).
Composite Water Management Index. Retrieved from
https://niti.gov.in/writereaddata/files/document_publication/2018-05-18-WaterIndex-Report_vS8-compressed.pdf

OECD (2014). Keeping ODA focused in a shifting world, in Development Co-operation Report
2014: Mobilising Resources for Sustainable Development, OECD Publishing, Paris
https://doi.org/10.1787/dcr-2014-6-en.
OECD (2019), “India’s Private Giving: Unpacking Domestic Philanthropy and Corporate
Social Responsibility”, OECD Development Centre, Paris
UN

(2017).
On
the
implementation
of
SGDs.
Retrieved
https://sustainabledevelopment.un.org/content/documents/15836India.pdf.

59

from

International Journal for Global South Studies Vol. 1, November 2020: 47–60

UNESCAP, (2020). South-South Cooperation in Asia and the Pacific – A brief overview.
Retrieved
from
https://www.unescap.org/sites/default/files/SSC_Paper_v04_20180621_FINAL_for
matted.pdf.
UN

(n.d.).
Sustainable
Development
Goals.
https://sustainabledevelopment.un.org/?menu=1300.

Retrieved

from

OECD (n.d), The role of philanthropy in financing for development. Retrieved from
https://www.oecd.org/dac/financing-sustainable-development/development-financestandards/beyond-oda-foundations.htm.
Rado, G. (2018). 2018 Green Bond Market Highlights. Climate bond initiative. Retrieved from
https://www.climatebonds.net/resources/reports/2018-green-bond-market-highlights
Ministry of Finance [MOF], (2019). Union Budget Speech 2019-20. Retrieved from
https://www.indiabudget.gov.in/doc/bspeech/bs201920.pdf
United Nations Framework Convention on Climate Change (UNFCCC), (2015). India INDC
to
UNFCCC.
Retrieved
from
https://www4.unfccc.int/sites/ndcstaging/PublishedDocuments/India%20First/INDI
A%20INDC%20TO%20UNFCCC.pdf
Vikas, C; Chandra, N & Chaitanya, S.K. (2017). SCALING SDG FINANCE IN INDIA. Yes
Global Institute. Retrieved from https://www.yesbank.in/pdf/scaling-sdg-finance-inindia.
Volz, U. (2018). Fostering green finance for sustainable development in Asia.
Jain, S (2020). ‘Financing India’s Green Transition’, ORF Issue Brief No. 338, Observer
Research Foundation.
Kumar, N; Vaze, P & Kidney, S (2019). “Moving from Growth to Development: Financing
Green Investment in India”, ORF Special Report No. 85, Observer Research
Foundation.
Mohd, S., & Kaushal, V. K. (2018). Green finance: A step towards sustainable development.
MUDRA: Journal of Finance and Accounting, 5(1), 59-74

60

International Journal for Global South Studies Vol. 1, November 2020: 61–67

Political Regime and Its Impact on Economic Development: A case
Study of Kenya
Yvonne Wanjiru Chege*
*Jindal School of International Affairs, O.P.Jindal Global University, Sonipat ,
Haryana, India
E-mail: 18jsia-yvonne.w@jgu.edu.in

ABSTRACT
All political regimes in Kenya have had a significant impact on the Kenyan economy.
These effects have manifested themselves in different ways in terms of subdued
consumption, investment, and business activities. At the macroeconomic level, the
effects have manifested themselves negatively on the fiscal budget, revenue collection,
and economic growth. Firstly, this paper sheds light on how the current political regime
has had a huge role to play when it comes to these matters. Secondly, it brings to fore
these effects and argues for resolutions for the country to implement in its development
programs. Finally, the paper attempts to present feasible recommendations for various
potential scenarios to tackle politico-economic discourses. Data has been sourced from
existing scholarly literature, including books, journals, research papers, official
government and Non – Governmental Organizations’ reports, gazette articles and
qualitative method is used for analysis. Focusing on the current regime of President
Uhuru Muigai Kenyatta, this paper tries to capture a riveting and unvarnished account
of how his government’s inauguration into office has played a major role in the
economic demeanor of the country in comparison to the prior regimes.

Keywords: Devolution, Bid four agenda, Vision 2030, Constitution of Kenya (COK),
Fiscal Debt.
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Introduction
Since Kenya gained independence in 1963 from the colonial powers, it has experienced
episodes of political instability, which have had adverse effects on the country’s economic
performance and social cohesion (Oyugi, 2005). These failures and episodic instability can be
linked to the quality of governance. Quality of governance is in turn dependent on institutions.
These institutions take different forms ranging from the constitution, to local authority by-laws
to self-regulation in informal business settings which collectively determine the governance
framework in a country. Different governance frameworks have yielded varying political and
economic outcomes. Kimenyi and Meagher note, these differences emanate from the
differences in the rules, organizing capabilities, social and political principles (Mwangi and
Meagher, 2018).
In 2013, Uhuru Kenyatta, the son of Kenya’s inaugural president, won the first presidential
election conducted under the 2010 constitution that added checks on executive power. Kenyatta
was declared the winner of a high-turnout August 2017 presidential election, but the Supreme
Court annulled the result and upheld main opposition challenger Raila Odinga’s claim of
irregularities. Kenyatta won the October 2017 re-vote in an election marred by low turnout.
Kenyatta and Odinga appeared to reconcile in 2018. Under President Uhuru’s tenure,
devolution, the focus of this topic and its impact to the country’s economic development
discourse, is one such concept of governance.
Devolution has been a political response to the ills plaguing fragile and plural societies, such
as inequalities, economic stagnation, corruption and inefficient use of public resources.
Devolution affects governance in several ways. First, by distributing authority over public
goods and revenues, devolution makes it difficult for individuals or groups to collude and
engage in corrupt practices. Second, where devolution of authority takes place along territorial
and communal lines, it can foster effective cooperation within the devolved units. As a result,
local communities are able to mobilize social pressure against corruption. Devolution however,
may not always lead to improved governance and economic development performance.
Devolution may lead to the capture of local governments by the political elites, especially if
devolution rules and systems are not well designed, and hence allow the politicians to use the
local resources to consolidate their hold on to political power through patronage.
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Kenya is East Africa’s economic, financial, and transport hub, and its real GDP growth has
been robust in recent years. Over the years of his tenure, Kenyatta has been at the forefront of
working towards actualizing his promises to the citizens through his four pillars known as the
Big Four Agenda, which include: Providing universal health coverage thereby guaranteeing
quality and affordable healthcare to everyone, Secondly, affordable housing by supporting
construction of at least 500,000 affordable new houses for Kenyans. Thirdly, Manufacturing
and supporting job creation by increasing value addition and raising the manufacturing sector’s
share of GDP (to 15%) and finally, ensuring food security by focusing on initiatives that
guarantee food security and nutrition to all Kenyans.

Literature Review
According to Article 174 the objectives of ‘devolution’ in the Constitution of Kenya (COK)
2010 include, promoting democratic and accountable exercise of power, protecting and
promoting the rights and interests of minorities and marginalized groups, promoting socioeconomic development, ensuring equitable sharing of national and local resources,
rationalizing further decentralization of State organs and enhancing checks and balances, which
are only in paper but not practiced as should.
One of the aims of the COK was aimed to confer sovereign power back to the people of Kenya
by fostering public participation in decision-making at all levels. Several provisions were
included to protect and promote the involvement of marginalized and minority groups in
various political processes. However due to inefficiency in its implementation, various civil
society organizations lament that despite prevailing structures, citizen engagement remains
weak and perfunctory. There has been a growing concern that public participation at the county
level, is increasingly becoming merely cosmetic and is but form without substance. Most
county governments use public participation as a stamp of approval for projects and
interventions already decided from above. Public participation is not carried out in line with
the various laws outlined above. For several counties, these lapses are attributed to lack of
resources.
According to the 2020 Index of Economic Freedom, Kenya has a score of 37.5 compared to
39.3 in 2009 on economic quality—which measures the strength of the economy in generating
wealth for its workforce. Kenya was pulled down by mounting public debt due to constant
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borrowing of loans. For example, it owes China $5.3 billion, which is about three-quarters of
its bilateral debt and a tenfold increase since 2013. Moreover, during President Kenyatta’s
Tenure, the country’s unemployment levels have been increasing over the past 5 years.
Majority of the unemployed being the youth who comprise the largest workforce in the country.

Analysis
The economic impact has been manifested in stock market pressures, slowdown in economic
growth, reduced foreign direct investment, fiscal budget pressures, and reduced commercial
bank borrowing and increased non-performing loans, as analyzed in the following sections.
Past data indicates that the country has been relatively stable prior to the onset of the Kenyatta
regime in 2013. Economic growth has averaged 5.5% over the period but is still below the
envisaged Vision 2030’s of over 10% growth per annum. The Kenya National Bureau of
Statistics (KNBS) data released in early October 2017 shows the economy slowed to 5% in the
second quarter of 2017 as compared to 6.3% over a similar period in 2016. At the same time,
the National Treasury in the first quarter of the 2017/18 grappled with a US$276.2 million
shortfall in the revenue target, with the second quarter which even went lower. Even though
the real extent of these fiscal and economic effects were uncertain, key sectors are being
negatively affected.
Secondly, Uhuru’s regime involvement with the Chinese Belt and Road Initiative (BRI) has
had tremendous effects on the country’s economy. His government was only too willing to take
out these loans to plug in the funding gap. The downside is that Kenya was one of three African
countries identified in a March 2018 report by the Washington-based Center for Global
Development as at risk of debt distress as a result of its Belt and Road participation (Hurley et
all., 2018). The others were Egypt and Ethiopia. Therefore, deficit financing, which is largely
done through public guaranteed debt, has remained an area of great concern for the nation as a
whole, more so because the current debt is estimated to be 53% of Kenya’s GDP. A larger
proportion of the deficit being financed from foreign sources. This has ranged from 50% in
2015/2016 to 67% in 2019/20. Expenditures have increased faster than revenues over the last
five years, resulting in consistent budget deficits of more than 5 Billion US Dollars.
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Another risk associated with increased borrowing is that if the loans are not put into productive
use, income generated is unlikely to sustain the debt repayments in future; consequently, the
high debt situation will likely worsen. Increased domestic borrowing will result in banks
focusing on the ‘risk free’ lender that is the government at the expense of private sector
development.
Article 212 of the Constitution of Kenya (COK) 2010 empowers the legislature to exercise
control over sub-national governments. From experience around the world, and from the
current Kenya’s local government system, it is very clear that the sub-national governments
have varying capacities for borrowing and servicing debt. The government should, therefore,
consider setting up a sub-national borrowing framework that allows some flexibility and at the
same time checks possible fiscal indiscipline. The legislature could set different fiscal rules for
different categories of counties. The fiscal rule should be less restrictive to allow policy space
to help counties wade out of the effects of an economic shock or depression, but tight enough
to discourage creative accounting and fiscal indiscipline. Some flexibility in the sub-national
borrowing regulations could help a county government wriggle out of some rough economic
times. Even though flexibility could open up the sub-national borrowing regulations to
manipulation by politicians, it is important to have some escape clauses that counties could use
when faced with economic shocks or depression. A system of rewarding fiscal target achievers
and punishing non-achievers could enhance effectiveness of the fiscal rules (Schick, 2003, 17).
Those counties that demonstrate ability to maintain fiscal discipline should be allowed more
flexibility in managing their debt portfolio. This would require an objective system of
measuring performance across county governments. Therefore help in decreasing the fiscal
crises levels amicably.

Conclusion and Recommendations
It is evident that the political regime type adversely affects economic development of any
country in different ways. In Kenya all regimes that have been there have played a significant
role in shaping the country’s economy. For the current government to effectively impact
Kenya’s economy positively, even moving forward, certain measures need to be taken.
Moreover, for Kenya’s Vision 2030 to be actualized and achieved, Uhuru Kenyatta’s Regime
needs to put certain policies in place to address the issues that are acting as a drawback in the
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aim of achieving sustainable development for the country. Nonetheless. So far the country has
made notable strides in its quest for economic development.
It is very clear that the Big Four Agenda and the devolution framework entrenched offers
opportunities for the country to address key national challenges, such as high debt, inequalities,
corruption and economic crises. The success of decentralization will be measured on the basis
of the country’s success in overcoming these challenges. For the country to ensure successful
decentralization, several measures need to be put in place.
First, the government needs to increase the resource mobilization efforts that will enable
adequate funding for the health, education, manufacturing, food security and housing sectors
of the big four agenda. Second, the quality of data from the various budget documents of the
National Treasury, the Office of Controller of Budget and county governments should be
harmonized for consistency purposes. Third, coordination between the county and national
government is paramount. This should be addressed through the existing institutions, which
are mandated to handle such frameworks. Furthermore legislation is needed to address the lack
of clarity on the role played by national and county governments in the industrialization
agenda. Legislation should be developed that outlines a coordination framework where county
and national governments share industrial functions. Fourth, the establishment of the Public
Investment Management Unit should also be backed by legislation and adequate resources
through the national budget and should include accountability and enforcement clauses, which
will ensure effective implementation of public investment programs. Fifth, enforcement
mechanisms that will ensure that the fiscal rules are enforced. The necessary information for
measuring performance must be credible and readily accessible. Counties that consistently fail
to meet set fiscal targets should be identified. These enforcement mechanisms can be overseen
by the National Treasury or through an intergovernmental committee, consisting of
representatives from the national government and the county governments. Sixth, in order to
incentivize good performance and investment in national priorities among county
governments, the national government should incorporate conditions on grant transfers to
counties. Seventh, unnecessary costs must be avoided. For example, governance structures,
such as the provincial administration, that have no place under the new constitutional
dispensation must be re-engineered or scrapped altogether. Eighth, the fight on graft has been
paramount in the President’s agenda. A lot of the country’s funds and taxpayers money is lost
on public embezzlement and therefore the government should put in more efforts towards
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eradicating corruption both at the county and the national level and have transparency in the
rule of law. Lastly, in implementing the devolution framework set out in chapter eleven of the
Constitution, the institutions overseeing its implementation must guard against the risks that
could hinder successful decentralization. First, there is a need to ensure that there is no
mismatch between the resources and service delivery on responsibilities assigned to the county
and national governments. Second, to facilitate effective public participation in the oversight
of public service delivery, there is a need to guarantee access to quality and relevant
information to everyone in the marginalized and grassroots levels.
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ABSTRACT
This research paper explores the causal relation between a political regime type and the
economic development in Sudan. It examines the introduction on the subject matter and sheds
light upon the political regime of South Sudan affected by ethnic strife. To highlight the impact
of political regime type on a country’s economy, this paper uses qualitative research methods.
The research paper has also adopted a multi-pronged methodology, pursuing a combination of
relevant methods and approaches of data collection, including both primary and secondary
sources of information available. Thereafter, it draws conclusions as to how the political regime
of South Sudan has affected its overall economic development.
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Introduction
The complex relationship between countries’ political regime type and its economic
development, have been a key element in discussions between political researchers and economic
scientists for many years now. A country’s economy is governed, developed and maintained by
a definite political structure. This structured view is as to how they wish their nation to progress.
Accordingly, it would be a misnomer to think that a country’s economy is a separate entity from
its political framework. Thus, it is the political structure, along with its administrative machinery
that takes into account its characteristics and level of efficacy, affecting the economic framework
of the country in question (Feng, 2003). There are more and more studies pointing towards the
failure at the level of governing as the primary cause for the slow and inequitable economic
growth, as well as the defining element of the poorest countries in the world (Shanabli, 2014).
Therefore, the status of a countries’ economy can be understood as the direct co - relation with
the workings of the political environment of the said county However, it is important to note that
even though the political regime of a country plays an important role with its economy, there are
other variables involved which as well play a critical and crucial role for the overall development.
There are many political regime types on the global stage, each having different key features.
Consequently, one of the general rules on this subject can be assumed to be that a country inorder
to have a steady economic growth needs to maintain political stability and that is dependent on
the type of political regime of that country. Hence, countries which suffer political instability
bring ambiguity - that leads to less investment locally as well as from across the globe. Whereas
countries which establish political stability will attract investment leading it to thrive
economically. Now this is where political regime type comes into play, as autocratic and
totalitarian regimes are considered to be politically unstable and democratic nations are related
to political stability. However, this is not seen as a benchmark to the case as there is no conclusive
data or study which indicates which regime type is better for economic development.
In the case of South Sudan, it is besieged by the daunting challenge of state-building with respect
to both legitimacy and accountability. At the time of its independence, it maintained the political
regime of a presidential representative democracy, a type of indirect democracy. In general
terms, there are a large number of contradictions between existing laws and this causes a lot of
policy confusions, whether intended or unintended. Contradicting the principles of democracy,
the constitution gives the executive and particularly the President absolute power over decisions
that would ideally pass through the legislature. This increasingly, contributes to the dilemmas
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and ambiguities in the decision-making roles at each level of the government (Detail, 2016).
However due to the years of civil war, political instability became the new normal of the country.
This also resulted in South Sudan going under military rule.
South Sudan’s turbulent independence followed suit with plummeting oil prices as competition
intensified. An ill-advised decision to cut off all oil production was made only six months after
independence. Oil, being its largest resource, the loss of revenue crippled the South Sudanese
economy (DeFeo, 2017). The recent civil war has added up to this fiasco.
In terms of democratic governance, the fulfilment of the state's core functions such as security,
justice, service delivery and mobilization of revenues, facilitating economic development South
Sudan has a long way to go (Kameir, 2011). The future of South Sudan is filled with uncertainty,
as after years of war the country needs to chart its course and define a new direction for itself.
The economy of South Sudan remains in recession today, even though there is a peace deal which
has been signed to end the hostilities of civil war. Will the government of South Sudan be able
to sustain this peace deal is the big question.
The method adopted to fully understand the impact of a political regime type and its effect on a
countries economy this paper explores a subjective argument through research. Aimed at
understanding the accuracy of the subject matter and to examine the components of certain events
that help shed light on this study. This paper explores different sources for information to
compare for best observations that help draw the final conclusion.

South Sudan’s Present Circumstances
According to United Nations Economic Commission for Africa, economic growth in South
Sudan fluctuated sharply between 2011 and 2016, mainly determined by the political crisis and
the fluctuation in oil prices, following a total shut down in oil production, the economy contracted
by 46.1 percent in 2012. After an agreement with Sudan on oil wealth sharing, production
resumed, and growth returned to positive figures in 2013, reaching a high of 22.2 per cent in
2014 (National Bureau of Statistics, 2017). Growth decelerated again in 2015 and 2016,
approaching zero in 2016, reflecting underlying unresolved structural problems and the
persistence of political strife. In 2016, the growth rate of South Sudan was 0.3 per cent, which
was far below the average growth of 5.6 per cent for the sub region of Eastern Africa. South
Sudan’s most important trading partners, Uganda and Kenya, achieved growth rate of 2.3 per
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cent and 5.8 per cent, respectively in 2016. Sudan, the other important neighbor to which South
Sudan is still closely economically connected, attained a 4.7 per cent rate of growth in 2016
(United Nations Economic Commission for Africa, 2020). These statistics establish that the
political instability has caused the economic downfall of South Sudan.

It is opined that the leaders have hijacked institutions and stoked violent conflict, committed
mass atrocities, and created a man-made famine in South Sudan. Amid the chaos of the war, the
ruling elites have ransacked various sectors of the economy. Without strong and effective
institutions in place, military leaders have dominated the decision-making processes. These
leaders have abused their positions of power to steal from public coffers, wage war, and enlarge
patronage networks. Leaders use violence as a means of capturing the national economy and
budget and to prolong their stay in power for the purpose of self-enrichment (Adeba, 2019).
These factors highlight the role of South Sudan’s political system in the destruction of its
economy.

As stated by Daniel Bromley, if South Sudan is to be rescued from dysfunction and incoherence,
the international community must step forward in helping to create the two essential institutions
of governance The first essential division is the legal foundation of the market economy. This
must be created by the South Sudan parliament and it should be understood by its citizens for it
to function. Thus, becoming a cornerstone in the operation of a nascent economy.

The second class of necessary institutions concerns the pathways and protocols by which citizens
are able to interact with government officials both elected and civil service on a range of issues
that affect their daily life (Bromley, 2014). It can be easily assumed that South Sudan has many
obstacles towards its goal of economic prosperity. South Sudan's Independence from the
Republic of Sudan on 9July 2011. This new found independence for the newest country in the
world was a path to attain economic expansion and overall development. The nation state of
South Sudan is endowed with enriched natural resources. However, the country still faces many
obstacles to exploit its abundant resources to enable an overall growth.
These included, a population suffering from significantly high levels of poverty and deprivation;
extremely low levels of human capital accumulation; food insecurity; poorly developed
economic infrastructure; pervasive bureaucratic corruption; a failure to deal with various internal
security problems, some of which arise from violent mobilization by groups that consider
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themselves marginalized by the government in power (Mbaku, 2016). The new government in
power needed to make institutional reforms to build South Sudan into a thriving nation. However,
this is not what happened, and it is easily assumed that the downfall of South Sudan as a nation
really started from this point

Analysis
South Sudan gained independence from the Republic of Sudan on 9 July 2011. This newfound
independence for the newest country in the world was a path to attain economic expansion and
overall development. The nation state of South Sudan is endowed with enriched natural
resources.
Shortly after independence, the South Sudan government passed several controversial bills that
restricted the political space for the emergence of new political parties. The Political Party Act,
for example, demands a party should have a membership of at least 5,000 in at least eight of the
10 states that existed and must prove that it has not received external funding, including from
international non-governmental organizations (NGOs) working in South Sudan. These
conditions are rarely met by an emerging political party (South Sudan Country Report, 2016).
One of the main reasons why no institutional reforms ever took place was due to the failure of
South Sudanese citizens (whether by design or default) to engage in democratic institutional
reforms to provide themselves with institutional arrangements that guarantee the rule of law.
Therefore, the government was unable to effectively manage ethnic and religious diversity,
minimize corruption and public financial malfeasance, and provide the enabling environment for
the creation of the wealth that can be used to fight poverty and enhance human development
(Boswell, 2012). It would seem that South Sudan was doomed from the start. Although
developments like these can be expected in any newly independent state, and these hurdles at
times would still seem something the country of South Sudan could overcome. What really
pushed South Sudan to complete turmoil, is the cutting of oil production just six months after the
independence. Oil is South Sudan's biggest natural resource and money spinner. Income from
oil is the ninety-eight percent budget of the country. The reason behind South Sudan to halt its
production of oil is buried in its historical context, which is due to its mistrust with Sudan. South
Sudan accused Sudan of "stealing" its oil, leading to South Sudan stopping its oil production
altogether. Even though the production of oil started again within months, the impact from
stopping the oil production is something that South Sudan has not yet overcome.
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Figure: 1 Republic Of South Sudan National Development Strategy, 2018

The above graph showcases the average net oil revenues in South Sudan from 2006 to 2018, and
how over the years the revenue has declined vastly. Since most of South Sudan’s economy is oil
based, its non -production has impacted its economic growth. The above graph highlights the
decline of the South Sudan economy as a whole. The decline of the oil revenues even after
production of oil started again in 2013 can be correlated to the South Sudanese Civil War.
Civil war fought between government forces led by President Salva Kiir and the SPLM-IO
(Sudan People’s Liberation Movement in Opposition). The conflict began in 2013 when Kiir
dismissed his vice president Riek Machar from office after Machar openly expressed his intention
to challenge Salva Kiir’s leadership. After his dismissal, Machar left the government to lead the
SPLM-IO against Kiir, resulting in a bloody civil war that has cost the lives of an estimated
300,000 civilians over the past five years in a nation of 12.3 million people (United Nations
Economic Commission for Africa, 2020). Since the birth of this country, it has been clobbered
by conflict, culminating in no economic freedom whatsoever. The political volatility of its regime
can be stated as a major factor contributing to the decline in the economic growth of the country.
Many Western nations, led by the United States, have contributed massive financial, logistical,
and technical support to help with the efforts of rebuilding the governance system and
rehabilitation of basic infrastructure in the country. These Western contributions have yielded
little in terms of moving South Sudan towards a viable country due to the long and unresolved
history of ethnic conflicts, and its influences in socio-cultural, bureaucratic, and political
institutions (Kon, 2015). Even though the South Sudan government has received international
aid from various countries, the political instability and structural corruption of its institutions,
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have nullified the aid in effectively using it in a fruitful manner for the overall growth and kick
starting the nation’s economic development
.
After years of civil war South Sudan finally has a peace agreement. A peace deal has been struck
between the opposition leaders. This deal certainly offers a promising end to the young nation’s
conflict, moves such as these inspire optimism because they suggest that the government of South
Sudan is finally committed to creating a functioning republic, but a lot still remains to be done
on ground. Stakeholders like the Intergovernmental Authority on Development, the African
Union, United Nations, and other state and non-state actors must actively support the peace
process (Gedamu, 2019). This peace deal could not have come sooner. As, according to The
International Monetary Fund (IMF) it ranks the country as the poorest in the world, by GDP per
person and most parts of the country has no electricity or running water. Now, the main concern
for South Sudan is the need to be politically stable which should result in massive reforms in the
country. The country now needs to address in earnest its serious drawbacks of the country's fiscal
health, investment freedom, and the three critical facets of the rule of law: property rights, judicial
effectiveness, and the integrity of government.

Conclusion
This paper has examined in detail through observations and cited arguments, the nature of a
political regime and its impact on the economic development of a country, using South Sudan.
Exploring the background of South Sudan and its economic development in understanding its
relation to its political set up. This is reviewed in detail through the course of the paper. Analyzing
the country and its state of politics impacting the economic growth of South Sudan that is held
back from progressing due to internal political strife by the political regime in the country. Thus
concluding, with a recommendation for the way forward on economic growth in South Sudan.

Recommendation
§

To further its economic development South Sudan needs to concrete on multifarious
sectors of the economy such as agriculture, industry and not only rely on oil revenues.
The need for South Sudan to rely on oil has to be reduced by building allied
infrastructure and developing its tourism industry.

§

It is said that the peace deal that South Sudan currently brokered is very fragile thus,
there is a need to put in more efforts in sustaining peace and stability.

§

A transparency in the government where people of South Sudan can trust its
government which shows no ethnic or cultural bias.
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§

Strong economic and fiscal policies with streamlined implementation procedures

§

There is a need for targeted social development programs that will result in reducing the
high level of poverty in the country.

§

The country needs to invest systematically in the fields of health and education
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