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Abstract: Highly contested elections are characterised by electoral violence and high levels of uncertainty that negatively
impact on economic activities of the country. This is was a descriptive study. A case study design employed both qualitative
and quantitative approaches to explore the impacts of electoral violence on economic development of Kenya by examining
data during and after election periods. Quantitative data was derived from a desk review of economic monitor indicators from
World Bank database and the Kenya National Bureau of Statistics for the period between 1990 and 2017. Qualitative data was
from in-depth interviews which were conducted with five business individuals by use of a semi-structured interview guide.
Comparative analysis of the data was done on an annual and monthly basis. Comparative analysis was also done for years of
peaceful elections and years that experienced electoral violence. The findings suggested that electoral month was significantly
affected by electoral violence in comparison to the electoral year. Economic activities remained stable and even increased
during the years of peaceful elections in comparison to years of electoral violence. The findings revealed that significant
economic development can be achieved with peaceful elections and therefore there is need to halt electoral violence through
creation of awareness on the importance of embracing peaceful elections and its impact on the economy.
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2016 statistics, Kenya ranked the highest within the East
Africa Community with a GDP per capita of 1,455.4.
Electoral violence is “any random or organized act that
seeks to determine, delay, or otherwise influence an electoral
process through threat, verbal intimidation, hate speech,
disinformation, physical assault, forced “protection,”
blackmail, destruction of property, or assassination” [54].
UNDP [85] also defines electoral violence as “acts or threats
of coercion, intimidation, or physical harm perpetrated to
affect an electoral process or that arise in the context of
electoral competition. When perpetrated to affect an electoral
process, violence may be employed to influence the process
of elections—such as efforts to delay, disrupt, or derail a
poll—and to influence the outcomes: the determining of
winners in competitive races for political office or to secure
approval or disapproval of referendum questions”. The above
definitions denote a threat or actual violence that interferes
with the electoral process with an aim of influencing the
outcome of an election. Electoral violence is therefore a
broad concept influenced by many factors. This research

1. Introduction

Kenya gained independence in 1963 and embraced the
Westminster style of democracy involving multi-party and a
federal government and quickly the country introduced a
more centralised presidential system of governance [13]. The
country has gradually shaped its system of governance that
was once marked with banning of political parties after an
attempted coup in 1982 and later reintroduction of multiparty
democracy in 1991 [39]. Constitutional reforms, civil society
activists and International Community have greatly
contributed to the democratic milestones the country has
achieved over the years [11, 39].

Kenya is a regional player in the East Africa Community
as it enjoys economic leverage of the Indian Ocean port. It
has strategic boarder locations with Ethiopia to the North,
South Sudan to the Northwest, Uganda to the West, Tanzania
to the South and Southwest and Somalia to the Northeast
[36]. Kenya covers 581,646km’ and as at 2016, it had a
population of 45.4million [15]. According to the World Bank
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focused on a free and fair election which has been of public
interest in Kenya.

Elections as a tool of democratic participation has been
highly contested in Africa since post-independence due to the
quest for leadership, power and access to resources the
political positions are associated with [22]. In Kenya, since
the onset of multi-party election in 1992, elections have been
highly contested and there has been an increase in the trend
of electoral violence in the past six elections save for 2002
elections which was characterised by smooth transition of
power. Electoral violence was also not experience in 2013
due to the fear of a repeat of violence to that experienced in
2007/2008. Important to note is that the increase in the trend
of electoral violence has not been linear though 2007
electoral violence was the worse experienced by the country.
Mueller argues that politics in Kenya is viewed as a ‘winner-
takes-all zero-sum ethnic game’ since the national economic
stake is the prize hence the need for having a fellow co-
ethnic as the president [23]. The notion of winning at all cost,
ethnic polarization makes the country violent and fragile. The
worst electoral violence was witnessed during the 2007
election that resulted in massive loss of life and property with
displacement of thousands within and outside the country
[28]. Despite the 2007/2008 unprecedented violence that
caught the world’s attention and subsequently led to call for
reforms, elections in Kenya continue to be marred with
violence [24].

Electoral violence in Kenya have serious economic
ramification not only in Kenya but also to the landlocked
countries of the Great Lakes Region that depend on import
and export from the Kenya infrastructural link to the
Mombasa port [18]. The violence threatens commercial
operations resulting in shortage of commodities within and
outside the country subsequently leading to spike in market
prices and threat to humanitarian well-being. During the
period of electoral violence, the country experiences minimal
production and economic losses either through production
losses or opportunistic looting as a result of violence [26].

The suggestive typology emanating from literature
indicates that electoral violence in Kenya is attributed to:
land and ethnicity, culture of violence and impunity, winner-
takes-all politics and constitutional and electoral framework;
and the impact of electoral violence on the economy. This
study found it important to incorporate the possible factors
that contribute to electoral violence. This was deemed
necessary to lay a foundation for discussing and
comprehensively exploring the impact of electoral violence
on the economic development of Kenya and to help provide a
wider understanding of electoral violence and economic
development.

1.1. Factors Contributing to Electoral Violence

1.1.1. Land and Ethnicity

In the 1900s, the British colonialist evicted the Maasali,
Turkana, Nandi and Samburu of the Rift Valley to create the
White Highland. In 1939, the British colonialists also forced
Kikuyu out of their land in Central Province for the

establishment of the White Highlands, forcing the Kikuyus to
settle in the Rift Valley [69]. The colonialists particularly
recruited the Kikuyu from Central Province as agricultural
labourers to work on the White Highland in the Rift Valley.
Following independence, some of the agricultural labourers
took advantage of the land scheme offered by President Jomo
Kenyatta (a Kikuyu) and bought the land [26]. When Jomo
Kenyatta became the president, more Kikuyus settled in the
Rift Valley and they were later ‘given’ the land by the
President Jomo Kenyatta [50, 69]. Historically this meant
that a majority of the people perceived to be of the Rift
Valley did not have ancestral land. While the situation was
largely maintained till 1992 following the first multi-party
elections, politically instigated violence forced Kikuyu
farmers out of their farms and this provided a prime
opportunity for some politician to re-establish majimbo (a
federal system based on regional ethnicity) [69]. Supporters
of majimbo propelled for acquisition and retention of land
based on the history of migration and settlement and the
return of the ‘outsider’ to their ancestral land. This targeted
the Kikuyu community leading to a rift between the
Kalenjins and the Kikuyus [50, 69].

During President Daniel Arap Moi’s (a Kalenjin) regime,
the Kalenjins were allowed to settle in the Mau Forest but
they were later expelled from the forest during President
Kibaki’s (a Kikuyu) two regimes in 2003 and 2008. They felt
aggrieved being that they were ‘given’ the land by President
Moi. While the remaining Kalenjins in the Mau Forest had
relied on the Prime Minister Raila Odinga (a Luo) to support
them based on their political alliance to Raila’s political party
in 2007, this eventually failed leading to a rift between the
Kalenjins and Luos [78]. The salient ethno-regional identities
reinforced historical land grievances and political exclusion
(Cheeseman, 2008) poses a threat to violence when used as a
tool for campaign.

Ethno-regional animosity also started when Jomo Kenyatta
banned creation of opposition party associated with the Luo
ethnic group [41]. The fall out between President Jomo
Kenyatta and Vice President Oginga Odinga in 1966,
assassination of prominent Luo leaders, the banning of
Odinga’s KPU and his detention in 1969 made the Luo
Nyanza region to be in conflict with the Kenyatta regime [43,
73]. The post-independence political bargains were marred
with ethnic cleavage and the insularity of the governing elite
[67] that seemed to have spilled over to the multiparty era.
Ethnic clashes of the 1990s are agued to be the forerunner of
the 2007 electoral violence between the Kikuyu and the
Kalenjin communities in the Rift Valley region that was
majorly defined by ethnic violence unlike the state
perpetrated violence in Kisumu [49]. This is in line with the
principal strands of violence in operation in Kenya as
postulated by Branch and Cheeseman [46] that electoral
violence involves targeting of members of ethnic
communities assumed to be supporters of the government but
also that of the state police and the rival militia against those
protesting the result of the election.
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1.1.2. Culture of Violence and Impunity

Culture of violence refers to “the system of norms, values
or attitudes which allow, make possible or even stimulate the
use of violence to resolve any conflict or relation with
another person” [81]. Impunity refers to the exemption of
those who committed unlawful acts from accountability and
legal punishment [74]. Under culture of impunity
“government officials, the police, military and ordinary
citizens break the law without fear of punishment, for there is
a shared understanding that each person will be silent about
the other’s abuses as long as the favour is returned” [74].
Prolonged political violence reinforces impunity, lawlessness
and fear among the populace even after the end of conflict
[61, 79]. This provides a fragile environment for electoral
process as it is easier to mobilize individuals along conflict
lines [61]. Violation of human rights by states apparatus are
also associated with such societies resulting into the tendency
of a section of the society and non-state armed groups to use
violence as a measure of conflict resolution [59, 81]. Political
parties use political militia and criminal groups including
vigilante, to carry out violence against opponents [57, 59].
Corruption, violation of human rights and encouragement of
political violence all constitute impunity [57]. A state of
lawlessness by the government officials leads to evasion of
responsibility for criminal committed [63].

Governments also play a role in stimulating electoral
violence by jailing political opponents, forcing their rivals
into exiles or through assassinations during electioneering
period thereby escalating anger that provide a prime
opportunity for violence [45].

1.1.3. Winner-Takes-all Politics

Electoral violence is a tool used for intimidation and
disempowering of political rival [71]. In Kenya, elections are
very competitive as they do not only designate leadership but
also a source of power and wealth [16, 22].

While Kenya is as a democratic country which
promulgated its new constitution in 2010, there seem to be an
element of patrimonialism aligned to the party politics. The
right to rule is “ascribed to a person rather than an office”
and political relations are personal based on loyalty and
dependence [47]. This resonates to Kenya politics where
those close to the political party leader both in government
and opposition are rewarded based on party loyalty. As such,
it sparks grievance within parties especially during elections
within  political parties and political appointments.
Communities aligned to the ‘winners’ and ‘losers’ of the
elective, non-elective posts and party leader’s endorsement
equally experience political ‘representation’ or ‘let-down’ to
the national stake.

Patrimonialism and neopatrimonialism politics affects free
and fair elections which is fundamental in democracy.
Patrimonialism has a potential to encourage electoral
violence since it thrive on marginalising a majority of the
population and entrenches corruption and culture of impunity
[59]. In neopatrimonialism, there is a mix of clientelism and
patronage both of which involve securing politic support

through the exchange of public goods and service [53].
Clientelism is primarily personal involving patron-client
relationship where the client provides political support for a
reward. In clientelism, the patrons buy votes and engage in
ethno-regional enticement for political support [47, 53]. In
patronage, there is a high-level political relation with the
clients. The client provides political support in return of
public utilities. In addition, voting is used as a means of
obtaining material reward as voters tend to favour politicians
from their own ethnic groups to secure more reward [53].
Neo-patrimonial politics creates a state of social unrest due to
insecurity that exists with regards to unpredictable
government operations. This further poses a threat to
peaceful political transition [53].

In Africa, most political parties do not embrace diversity
but reflect ethnic cleavage [66]. Ethnic-cleavage have been
personalised limiting the political space for a fair political
competition [55]. Kenya politics is rooted along ethnic
blocks as voting happens along ethnic background hence the
tendency of favouritism of the ethnic group aligned to the
ruling presidency [29, 71]. Ethnic cleavages reinforce ethno-
regional politics and winner-takes-all politics. The product of
this strategy is marginalized communities that further worsen
based on successive government from the same ethnic
region. For instance, during President Kenyatta regime, the
concentration of resources and retention of senior
government positions among the Kikuyu ethnic community
frustrated the Luo, Kalenjin, Luhya, Kamba and Maasai
ethnic communities [48].

1.1.4. Constitutional and Electoral Framework

Smith [80] argues that electoral violence is due to lack of
constitutional and institutional reforms since the advent of
multi-party system of politics. Huntington [60] states that
there exists a gap between high level political participation
and electoral institutions that make the electoral institutions
succumb to highly competitive election process leading to
political instability in developing nations. Electoral violence
is used to contest over the rules governing elections to ensure
uncertainty over legitimacy and transparency. Therefore, it is
used in regimes with weak institutions that rule governing
authority hence the quest for a status quo [16]. Electoral
violence is more likely to occur in countries that practice
majoritarian voting as these institutions are predicted by
theories likely to provoke violence when large ethno-political
groups are excluded from power [59].

In Kenya, the polling day is usually characterised by
calmness that slowly dissipate as the counting process starts
due to fear of rigging. In 2007, the chairperson of the then
Electoral Commission of Kenya admitted that he feared that
his returning officers were manipulating the electoral results
coming from the constituency level [46]. This demonstrates a
lack of trust on electoral institutions as depicted by
demonstrations and riots organised by the Orange
Democratic Movement, the main opposition party, on
numerous occasions in the aftermath of elections [46]. Weak
institutions have also been observed within the judiciary
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systems due to diminished public trust on how cases
involving the government are handled [23].

1.2. Economic Impact of Electoral Violence

1.2.1. Manipulation of Economic Policy to Shape Economic
Cycle Prior to Elections

Government expenditure increases during election period
when incumbents use policy instruments for their re-election
[70]. This results to a displacement effect which is disruptive
to the economy [70]. Electoral expenditures also increase
because elections are expensive as seen in the case of Kenya,
where all political aspirants must pay registration and
nomination fees to their respective political parties and also
to the electoral commission during registration of candidature
for a specific political party. In addition, the winner-takes-all
politics as explained by Mueller [23] makes political aspirant
to use all means to win elections. The government might also
manipulate the economy prior to an election in order to
benefit the incumbents and their parties [68]. This implies
that prior to the election the economy becomes political,
gradually expands and later contracts after election by
applying a short-term economic expansion [51, 68]. Tufte
[37] states that political business cycle in some states such as
the United States is aligned to politics of the day since it is
characterised by short-term management of economic hurdles
including inflation and underemployment and flow of fiscal
transactions. The manipulation attempt is often done to boost
the incumbent’s political future especially in regards to
wages and taxes [84]. Manipulation of the economy may be
reflected in increased government expenditure, transfer to
wage earners, wage rate to government employees and
employment in the public sector since these expenditures are
under the control of the government [56]. Other critics [3]
state that testing the hypothesis that the governments tweak
the fiscal policy to lure votes is difficult. Drazen [52] also
question whether it is a mere coincidence that governments
often reduce taxes or increase spending close to election. The
Economist [90] argues that while the governments might try
to manipulate the economy, they seldom succeed since it is
not sustainable.

Economic growth and related opportunities such as
employment increase when there is tax, regulatory and
monetary reforms [83]. These can be seen in the formation of
economic policies by the government which not only impact
on the GDP per capita income but also have a bearing on
international trade [89].

1.2.2. Reduced Willingness to Invest Due to Violence
Presidential candidates are a major determinant of the
nature of how the economy will fare on [75]. Uncertainty is
usually high during elections and this often has an impact in
the economy both before and immediately after the elections
[44]. Internal and external investors study market trends to
determine profitable and sustainable ventures [64]. Investors
wait to gauge the possible outcomes of the future economic
policies before they can launch a major project [17].
Investors make decisions based on what they read or hear and

therefore depending on their expectations, they will drive the
market up or down to stir the economy [82]. Prior to the
August 2017 general elections, firms scaled down on
production, investors held on to their cash and the
neighbouring countries redirected their cargo to Tanzania
ports [62]. The nullification of the August 2017 elections
greatly affected investors. The Nairobi Security Exchange
(NSE), the largest stock market in East and Central Africa,
lost KES 92billion (~US$920 million) in market
capitalization in the day after the nullification of the August
2017 election by the Kenya Supreme Court [4]. The NSE
further lost KES 38million (~US$380,000) on the subsequent
trading session [4] and halted trade due to the sharp fall in
share price [34]. During the same period the private sector
(Kepsa) lost KES 700billion (~US$7,000 million) due to
business uncertainty majorly due to the nullification of
elections, disruption of transport and industrial operations
during the campaign period [4].

Participation at the NSE by foreigners gradually slowed
down at 57.9% in June, 49.1% in July, 57.1% in August and
55.7% in September compared to 63.4% in May and 72.4%
in April [34]. To deal with some of these investment
challenges, many Kenyan companies budget for four years
and then one year of little or no returns because of the
expected significant reduction in business volumes [2].

1.2.3. Inflation

Economies can suffer shocks connected to election
seasons, a phenomenon especially prevalent in developing
countries [86]. Government can create unanticipated inflation
in order to reduce unemployment although this does not
affect unemployment systemically except in the period
following elections [42, 65]. This is usually attributed to the
“inability of the government to pre-commit to price stability”
prior to the onset of electoral period [42]. Government
spending usually increase during election making the
economy vulnerable to inflation rather than economic growth
[64]. Government electoral spending, private spending or
money printing leads to a lot of money flooding the market
[75-76]. These acts supposedly put pressure on central banks
who is in charge of monetary stability [9]. For example, The
Financial Times reported that there was increased inflation in
the 2011 elections held in Thailand, forcing the central bank
to move “aggressively to keep it under control” [9].
Similarly, the Central Bank of Kenya had to do away with
excess money in the country’s economy because of formal
and informal spending, voter bribing and other costs related
to the elections [77]. The central bank should have the ability
to design and implement monetary policy free from political
influences since its autonomy is a key instrument devised to
control inflation [58]. Political budgetary cycles explain why
most developing economies experience sudden rise in
inflation and large debt series incurred during election period
[70]. In Kenya, the highest ever inflation rate of 46% was
recorded in 1993 just after the 1992 general election when
the country first embraced multi-party politics [17]. The
inflation was mainly attributed to dramatic political reforms
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accompanied by ethnic clashes in some parts of the country
leading to fall in agricultural production [17].

1.2.4. Disruption of Economic Activities

The prolonged uncertainty created by elections is likely to
slow down the growth of the economy in various ways: (i)
the wait and see attitude by investors slows down investment,
(ii) travel advisories due to perception of insecurity during
the election period impact key sectors such as tourism, (iii)
the stock market index is adversely affected by negative
market sentiments and (iv) disruptions to many other
economic sectors such as hotels, transport, wholesale and
retail as people stay away from work [72]. Government cut
its economic growth forecast for 2017 from 5.7% to 5.5%
while the growth for 2016 was 5.9% [2]. 47% of the
manufacturer cut down jobs to reflect deterioration business
environment [2]. This is because, according to the Kenya
Association of Manufacturers, 6 out of 10 manufacturers saw
no or negative growth in the economy and could not
therefore sustain high labour cost [4]. The deceleration in the
manufacturing industries implies that there are fewer job
opportunities and less revenue to the government [27].

2. Method

This is a case study design that employed both qualitative
and quantitative approaches to explore the impacts of
electoral violence on economic development of Kenya. The
case study method was adopted in this research to help the
researcher go into greater depth in analysing the research
topic which is a new topic in politics with limited existing
literature. The exploratory nature of this study in relation to
electoral violence in a country that is just coming out of
elections which were highly contested and also marred with
electoral violence made a case study most appropriate to
explore the research topic. The design was also suitable for
the study as it narrowed down the target location of the study
to Kenya for an in-depth analysis. The research is descriptive
based on the diverse literature which aims to describe the
case of Kenya.

The quantitative aspect of the research was through a desk-
based study based of secondary data from World Bank and
KNBS from 1992, 1997, 2002, 2007, 2013 and 2017 general
elections. The already existing data provided statistical
growth or decline in the economy during the months and
years of elections and non-election period. In addition, semi-
structured interview guide was used to conduct in-depth
interviews with business people to corroborate World Bank
and Kenya National Bureau of Statistics (KNBS) findings.
Five participants were engaged in the in-depth interview and
they were purposively identified. These were business
individual living in Nairobi which is the capital city of Kenya
and are engaged in different types of businesses including
construction industry, medium scale retail business, transport
sector and farming. The researcher identified the first
participant to engage in the interview and the rest were
identified through snowballing. While this is the case, the

researcher interviewed individuals from different ethnic
tribes for diverse perspectives and experience due to the
strong political and ethnic division in Kenya.

An analysis of World Bank Economic Global Economic
Monitor data was conducted for the respective electoral years
to determine the impact of electoral violence on economic
development. While the World Bank Data was analysed on
an annual basis, Leading Economic Indicators data from
KNBS was analysed on a monthly basis with focus on the
election month and two months before and after election. A
comparison of the monthly and annual data was conducted
and this was further enriched with findings from the in-depth
interviews. A comparative analysis was also done on years
that elections were considered peaceful and this included the
2005 and 2010 constitutional referendum and 2002 and 2013
general elections. Data from the semi-structured interview
guide was synthesized in thematic including; measures
business people take before, during and after election; what
shapes their attitude towards risk, perceptions towards
investment and how experience has shaped their business.
The World Bank and KNBS data has been presented in
graphical and tabular form while the findings from the in-
depth interview have been incorporated in the discussions.

The various sources of data were used for the purpose of
triangulation and to detect and reduce bias. This is also in
addition to the possible strengths and weaknesses of the
various data hence the need to minimize on possible bias and
maximize on representation and generalization of findings. It
would have also been of additional benefit to conduct a
survey to get a wider view of the business people in the
various sector e.g. insurance, transport industry and small
traders especially in the informal settlements that are usually
affected during electoral violence, though this was not
possible due to inadequate time and financial resources.
Access to economic data was also limited to World Bank and
KNBS as they were readily and freely available.

The research observed the University of Birmingham’s
Code of Practice for Research by adhering to integrity and
accountability; intellectual property and copyright; conflict
of interest and ethical review. The data and study findings
have been used solely for the purpose of this study. It is
important to acknowledge that elections in Kenya are
characterised by strong ethnic divisions and therefore the
researcher strived to eliminate possible ethnic bias that
might deviate from the objective of the research by
ensuring various ethnic groups were represented in the in-
depth interviews. Participants who were interviewed signed
voluntary informed consent prior to the interview and they
voluntarily granted the researcher permission to quote them
in this study. Their views have been solely used for the
purpose of this study. The researcher acknowledges the
sensitivity of the research topic including ethnicity as a
cause of violence in the Kenyan context and therefore the
researcher did not engage in any form of ethnic soliciting of
view and articulating of literature that might seem biased
and cause or flare conflict.
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3. Results
3.1. Stock Market

Stock market is important for economic and financial
development as they may affect economic activities through
the creation of liquidity [6]. This is because business
institutions prefer long-term access to capital thereby
attracting profitable investments leading to a long-term
economic growth [6]. While this is the case, it is important to
note that liquidity may hamper economic growth as it may
reduce saving rates leading to uncertainty on savings thereby

weakening investors’ commitment [6]. Important to note also
is that when stock markets are accurately valued they
improve efficacy of maximizing growth by aligning the
interest of owners and managers thereby spurring economic
growth [6]. Stock market is of significance to investors since
they expect good returns from their investments. During
elections, the stock market is of importance to policy makers
and investors since they influence the level of economic
activities thereby determining economic development
especially in the critical periods of election [25].

Stock Market
200
150
100
50
0 T .
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Year

Figure 1. The Stock Market Performance — 2008-2017.

World Bank Data - Note: Data only available from 2008

The stock market decreased during election year of 2017
while it increased during 2010 and 2013 elections in
reference to Figure 1. While this is the case, it was also noted
that there has been a general fluctuation in the stock market
even during the years before elections. The stock market
sharply increased in 2010 by 39% in comparison to the
previous year. A similar increase of 29% was also noted in
2013. 2010 was the year when the constitutional referendum
was conducted while 2013 general election was considered
peaceful.

A comparison of the above World Bank data with the
Kenya National Bureau of Statistics (KNBS)/Nairobi

Securities Exchange (NSE) data in Table [ indicate that there
was notable decreased in the number of transactions during
the month of election in 2007 while there was an increase in
transactions in the month of election for the years 2010, 2013
and 2017. A sharp increase was also noted a month before
and a month after 2010 referendum. In 2013, the increase
was gradual two month before and after the election month.

The monthly data in 7able 1 is in tandem with the annual
data though a variation is noted is in 2017 where the stock
market decreased in 2017 annual data but increased in the
monthly data. This can be attributed to the two general
elections that were conducted in 2017 within a span of 60
days.

Table 1. Number of Nairobi Securities Exchange Transactions by Month during Election Years.

NSE — Number of Transactions by Month

Yr./Mon.
Jun Jul Aug Sep Oct Nov Dec
2007 86,422 73,780 *53,106
2010 46,790 92,226 *99,368 94,472 46,890
2013
2017 27,101 26,045 *32,405 25,337 *18,978 26,534 20,716
Table 1. Continued.

NSE — Number of Transactions by Month
Yr./Mon.

Jan Feb Mar Apr May
2007 69,754 74,615
2010
2013 32,416 31,529 *34,443 39,859 39,727
2017

Kenya National Bureau of Statistic Data; *Election Month
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3.2. Official Exchange Rates — Kenya Shilling per US
Dollar

The exchange rate greatly influences the country’s
economy since it is considered one of the important factors in
the occurrence of financial crises [19]. Uncertainty
surrounding elections usually results in uncertain exchange

110

Official Exchange Rate - Kenya Shillings per US Dollar

rates as a result of increased errors in forecasting especially
when different candidates pursue different policies [8]. The
volatility of exchange rates relative to their expected values
during election period is of significance to investors in
determining their investment plans in relation to the expected
profit margins.
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Figure 2. Official Exchange Rate — 1990-2017.

World Bank Data

The World Bank data in Figure 2 indicate that there has
not been significant decrease in the official exchange rate
during election years apart from 2005 and 2007. An increase
was also recorded during the years of peaceful elections
2002, 2010 and 2013 save for 2005 which had a slight
decrease in comparison to the previous year.

A comparison of the above data with the KNBS data in
Table 2 indicates that the Kenya Shilling decreased during
the election months in comparison to the months before
elections and thereafter stabilized. While this is the case, the
shilling increased in August 2010 which was the month when
the referendum was conducted.

Table 2. Official Exchange Rates by Month during Election Years.

Official Exchange Rate by Month

Yr./Mon.
Jun Jul Aug Sep Oct Nov Dec
2007 67.11 64.42 *62.54
2010 81.92 80.23 *81.07 80.68 80.79
2013
2017 103.5 103.88 *103.56 103.13 *103.4 103.25 103.1
Table 2. Continued.

Official Exchange Rate by Month
Yr./Mon.

Jan Feb Mar Apr May
2007 70.56 70.64
2010
2013 87.611 86.24 *85.04 93.82 84.15
2017

Kenya National Bureau of Statistic Data; *Election Month

3.3. Import Merchandise

Import and export are important to the development of a
country because they generate foreign exchange and revenue
to the government. Import and exports open and expand

economies to both businessmen and individual consumers
thereby contributing to significant economic growth [33].
Import results to competition and brings variety to the
domestic markets benefiting consumers while exports enlarge
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markets for domestic production which benefits business
people [31]. International trade through import and export is
important since it exposes domestic traders to best practices
thus improving capital inputs and boosting productivity [33].
Import and export can be further analysed by the use of
Balance of Trade (BOT) which is the difference between the
value of a country’s import and export for a given period
(Investopedia, no date). Balance of Trade is therefore used to
measure the relative strength of a country’s economy. When
the Balance of Trade is further broken down, a country that

imports more goods and services than its exports in terms of
value has a trade deficit and a country that exports more
goods and services than its imports has a trade surplus [33].
This implies that a country with a large trade deficit borrows
money to pay for its goods and services while a country with
trade surplus lends money to deficit countries [33].

Elections in Kenya are coupled with a slowdown in
economic growth, increased unemployment and high cost of
credit which affects the manufacturing industry [1]. This in
turn affects the import and export industry.

Import Merchandise
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Figure 3. Import Merchandise — 1991-2015.

World Bank Data — Note: No data for 2016 and 2017

The data in Figure 3 indicates that there was a decrease in
import during the election years of 1992 and 2002 in
comparison to the previous years, while there was an increase
in the subsequent election years including the peaceful
election years. Increase in import was also noted in the year

2008 which had unprecedented post-electoral violence.

A comparison of the above with the KNBS data in 7able 3
indicates that there was a decrease in import during all the
election months including 2010 August when the referendum
was conducted and March 2013 when Kenya had peaceful
elections.

Table 3. Import by Broad Economy by Month during Election Years.

Import by Broad Economy — Kshs. Million

Yr./Mon

Jun Jul Aug Sep Oct Nov
2007 59,049.00 57,732.00
2010 79,208.2 80,566.2 *73,016.2 88,640.5 82,679.8
2013
2017 143,013.54 165,573.49 *144,294.70 141,180.00 *147,900.00 138,151.00
Table 3. Continued.

Import by Broad Economy — Kshs. Million
Yr./Mon

Dec Jan Feb Mar Apr May
2007 *37,757.00 64,341.00 58,051.00
2010
2013 130,764.50 116,417.6 *108,816.01 118,664.19 113,71.52
2017 141,810.00

Kenya National Bureau of Statistic Data; *Election Month

3.4. Exports Merchandise

Exports and imports are regulated through tariffs and quotas in order to protect the local industries. Export promote growth,
however, growth and export are hindered by instability arising from frequent disruption in production [21]. Some of the
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disruptions can be as a result of electoral violence.

Exports Merchandise
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Figure 4. Exports Merchandise — 1991-2015.

World Bank Data: Note — Data not available for 2016 and 2017
Figure 4 indicates that there was a slight reduction in export in 1997 and 2013. All the other election years had an increase
in export. While this is the case, there was a reduction in export in the month of elections for all the years as indicated in Table

4 and this improved in subsequent month’s post-election month.

Table 4. Export by Broad Economy by Month during Election Years.

Export by Broad Economy — Kshs. Million
Yr./Mon.
Jun Jul Aug Sep Oct Nov Dec
2007 23,516 24,970 *16,940
2010 31,756 33,175 *28,735 32,578 29,902
2013
2017 46,416.44 47,369.84 *37,198.96 46,341.00 *43,195.00 45,182.00 44,587.00
Table 4. Continued.
Export by Broad Economy — Kshs. Million
Yr./Mon.
Jan Feb Mar Apr May
2007 22,768 31,277
2010
2013 42,970.51 43,145.97 *35,793.32 45,546.4 39,824.58
2017

Kenya National Bureau of Statistic Data; *Election Month

3.5. Consumer Price Index Price and Inflation Rate

Consumer Price Index (CPI) is not only of interest to the
voters during an election period but also to the political
aspirants since it influences the cost of living that is a key
agenda during the campaign and voting period. During
elections, market expectations shift with heighten expectation
on possible changes in the fiscal policy [29]. If the policies

take effect, they could lead to higher productivity and
subsequent growth rate and high inflation; they could also
lead to higher debt [29]. High inflation is a sign of
macroeconomic imbalance which reduces economic growth
and prospects of future growth thereby hampers development
[38]. While this is the case, low inflation in itself does not
guarantee economic growth [38].



64 Okech Achieng Matilda: The Impact of Electoral Violence on Economic Development: A Case of Kenya
Consumer Price Index
157
107
57
7+——"""—"""""""T """ " """ T T—T— T T T T T
RC U UL \qq(" S \qq'\ U '\9@ S %QQ% ' %QQD‘ '\9@ ,&Qb %@/\ ,\9@" %Q@ ,‘9@ (\9\\ '\90 %Q\“’ '\9\& ,\9\" {&\b ,19\'\
Year
Figure 5. Consumer Price Index — 1990-2017.
World Bank Data index increased as shown in Table 5. All the peaceful and

There was an increase in the Consumer Price Index (CPI)
during all the election years. While this is the case, it can be
noted that the CPI has had a gradual increase in all non-
election years as depicted in Figure 5. The same was also

non-peaceful election months had an increase in the CPI. The
increase was gradual before and after the election months
while it fluctuated in 2017 after the August elections possibly
due to the repeat elections.

seen during the election months where the consumer price

Table 5. Consumer Price Index by Month during Election Years.

Consumer Price Index by Month

Yr./Mon.
Jun Jul Aug Sep Oct Nov Dec
2007 229.99 233.28 *239.81
2010 105.61 105.98 *106.25 106.74 106.97
2013
2017 185.39 183.6 *184.72 183.66 *182.5 182.08 183.05
Table 5. Continued.
Consumer Price Index by Month
Yr./Mon.
Jan Feb Mar Apr May
2007 260.94 266.37
2010
2013 135.62 136.59 *137.96 139.28 139.52
2017
Kenya National Bureau of Statistic Data; *Election Month
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Figure 6. Inflation Rate — 1990- 2016.
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World Bank Data

The inflation rate increased in 1992 and 1997. A sharp
increase was also noted in1993 which was a year after
election year. In 2002, there was a sharp decline in inflation
compared to all other years and this could have possibly been
as a result of the peaceful transition of government. The
constitutional referendum years of 2005 and 2010 were also
noted to have had a sharp decline in inflation consumer price.
While there was a decrease in inflation in 2007 in
comparison to 2006, there was a sharp percentage increase in
2008 from 9.8% (2007) to 26.2% (2008). Figure 6 depicts a

fairly contained inflation between 1995 and 2007 in
comparison to the years between 1990 and 1994.

The monthly data in Table 6 revealed that inflation
increased during the months of election and also in the
months following elections for the year 2007/2008 and
2012/2013. Inflation was fairly high before and during the
August 2017 and this was also observed in September 2017
and thereafter it subsided. Inflation gradually decreased in
August 2010 which was the month of referendum, and a
reduction was also noted in the subsequent months.

Table 6. Inflation Rate by Month during Election Years.

Inflation Rate by Month

Yr./Mon.

Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May
2007 10.6 11.8 *12 18.2 19.2
2010 5.43 5.03 *4.69 4.40 4.12
2013 3.67 4.45 *4.11 4.14 4.05
2017 9.21 7.47 *8.04 7.06 *5.72 4.73 4.5

Kenya National Bureau of Statistic Data; *Election Month

4. Discussions
4.1. Inflation

Kenya elections are characterised by fairly high inflation
which tend to rise months before elections with impact felt
months after elections [17]. Consumer Price Index as a
measure of inflation rate was found to gradually increase in
all election and non-election years and the same applied for
electoral and non-electoral months. This trend was not
unique to Kenya and is in tandem with Nordhaus’ model
which refers to an inflation surge immediately before and/or
after elections. This was characteristic in the case of Kenya
where the inflation reduces two years after elections before it
picks again a year after elections. This further explains why
office holders would want to boost the economy before the
elections without any concurrent inflation; and the
inflationary implication of the money policy too far in
advance also results into a boom too early thereby higher
level of inflation [3]. Tufte argue that the pressure for re-
election opportunity by politicians is enhanced by production
of inflation and unemployment outcomes [37]. The business
people interviewed indicated that inflation significantly affect
their businesses since cost of production becomes high.
Oscar Odhiambo who has been in the transport industry for
about 20 years stated that “increased inflation affects the cost
of petrol and this forces transport operators to increase fares
thereby leading to few people opting for taxi as a means of
transport”. Additionally, construction industries get affected
due to the high construction cost that force contractors to
review the already approved bill of quantities for negotiation
with their clients. Hillary Makhulu a contractor for over 15
years reported that “the price hike impacts on transportation,
cost of materials and labour which leads to high risk for
losses especially on the already approved construction

projects. It also delays projects completion due to the need to
temporary halt some projects until the market prices are fair”.
It is important to note that inflation sharply decreased in
2002, 2005, 2010 and 2013, all of which experienced
peaceful elections.

When inflation is viewed in light of economic
development, an increase in inflation means a decline in the
purchasing power due to price increase of goods and
services. This reduces consumption and further decrease the
GDP. High inflation can affect investment since it creates
uncertainty and it can also affect export since they become
more expensive, further decreasing the GDP [32].

4.2. Reduced Willingness to Invest

Stock market is of significant interest to investors and their
predictability is of great importance to businessmen in
making critical decisions on profitable investment.

Political events have an influence on the stock market
performance and volatility and when the political uncertainty
is resolved, there is a positive subsequent change [10]. It is
evident from the World Bank data that the stock market
reduced in electoral year (2017) that experienced violence
while it increased during the peaceful elections (2010 and
2013) and this can be attributed to high level of uncertainty
that is characterised by highly contested general elections in
Kenya [16, 22]. This was alluded in the in-depth interviews
which elicited that there was poor performance in investment
including the money market. James Peter a contractor stated
that “returns on investments have been very unpredictable
and low due to high level of political uncertainty and
violence”. Bernadette Muyomi a small holder farmer
highlighted some level of optimism in the money market
since “the temporary level of volatility of trade is only
severely felt with major political decisions such as
nullification of elections and thereafter the market
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‘normalize’’. Beaulieu, Cosset and Essaddam on the other
hand argue that that stock market volatility varies with the
degree of a firm’s exposure to political risk [5]. The larger
the international market coverage the lesser the exposure of
the firm to political risks associated with poor performance
of the stock market [5]. This notion is in agreement with
Hillary, Bernadette, James and Oscar’s view that the ‘big’
players in the market are not adversely affected by the
volatility of the stock market and political uncertainty
including violence. Of interest to note was the drop in the
number of stock market transactions during the months prior
to election month. This could be linked to a fairly higher
level of certainty after the election period in comparison to
before and during elections. This is also evidenced by the
increase in the stock market during the years of peaceful
elections. Literature revealed that billions of shillings were
lost in the months of August 2017 [4, 35] and this could be
the possible reason for the decreased performance in 2017.
Conversely the monthly data revealed that the number of
transactions during the same month was far much better in
comparison to the two months before and after the month of
elections. Therefore, this may imply that while the financial
value of the stock market reduced possibly due to withdrawal
of part of the stock from the market to minimize risk,
investors were still willing to continue to trade. In addition,
stock market being a form of trade largely pegged on time, it
is still possible that the overall month of August, 2017 could
have had a higher performance. This implies that the high
loss being referenced in the literature is attributed to losses
recorded on the day of the nullification of the election results
by the Supreme Court [4]. The nullification of the August
2017 presidential elections surprised investors and a sharp
sell-off caused trading to be briefly halted [20]. Most
investors postponed their investments plans waiting for a
political settlement [35].

The volatility and complexities of the stock market
performance makes is challenging to corroborate the
literature and the data findings of the August 2017 election
month [30] since performance are based on myriad of factors
whose impact can be felt on a day and even in just few hours.
Despite this, it is of significance to try to avert electoral
violence related losses in a bid to boost the economy of the
county.

4.3. Disruption of Economic Activities

Import and export are key economic indicators that
contribute towards economic growth of Kenya. The findings
reveal that there has not been any significant reduction in the
import of merchandise during elections years though there
was a reduction in import during all electoral months. Ito
[12] argues that low foreign reserves may force the
government to brake the economy in order to curb import;
this has not been the case of Kenya. Conversely, there has
been an increase in import in monetary value in comparison
to export even during the election years hence the possible
fairly stable and low foreign reserve import.

Export can remain promising amidst elections as exports

account to the identity of the national component of the GDP
[14]. It is no surprising that there was very minimal negative
impact of the elections on the export during election years;
the exports were observed to increase during the election
years apart from 1997 and 2013. The premier timing of
elections as explained by Kayser [14] could have a bearing
on the increase in export despite the elections since
constitutional provision on the timing of election in Kenya
constrain political behaviour that might have a significant
bearing on exports. In addition, exports are also resistant to
reverse causation and therefore the economic expansion as a
result of the increased export increases import trade [14].
This is an important phenomenon as to why the increase in
export during the election years has continued to propel
trade. While this is the case, it is important to note that the
major exports linked to the agricultural sector including
coffee, tea and flowers reduce significantly during the month
of election in addition to food production as a result of land
related conflicts [17, 28] and thereafter stabilised in the
subsequent months. The reverse causation of import and
export was experienced during the months of election where
both import and export decreased.

Exchange rates are an important contributor to the
economic growth in relation to import and export of
merchandise. The monthly KNBS data on the exchange rate
do not draw any systematic pattern of increase or decrease
before and after election month. This can imply that the
Central Bank of Kenya strives to maintain the monetary
stability even amidst the inflation [9]. The Central Bank of
Kenya (CBK) policy towards the exchange rate adjusts
(weakening or strengthening of the shilling) in line with the
economic factors including trade, production and
investment. This implies that the Central Bank endeavours
to keep foreign exchange reserves equivalent to import
cover [35]. The CBK further emphasised in the September
2016 circular that a competitive exchange rate ensures that
the interest of both importers and exporters are balance and
therefore the movement of the exchange rate cannot be
classified as good/strong or bad/weak if it is adjusting to the
economic factors. The CBK argument is therefore reflective
of the increase in import and exports during the years of
elections despite the fluctuation of the shilling during the
month and year of election as depicted in World Bank and
KNBS data.

The increase in import and export was noted to largely
increase during the election year though this can be deduced
to be as a result of the annual aggregation of data from all the
major industries. Finding from the textile, agricultural and
tourism sector seems contrary as these sectors are affected by
insecurity as a result of electoral violence. The textile
industry recorded a 60% decline of which two-thirds was
related to the August 2017 elections [2]. Production for the
main staple, maize, dropped from 25.4million bags in 1992 to
24 3million in 1993 [17]. These findings are a reflection of
the monthly data on import and export. When electoral
violence is anticipated, travel advisory is issued leading to
reduced investment in tourism [27]. Domestic tourism also
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shrinks further impacting on tourism and hotelier industries
[27].

4.4. Manipulation of the Economy

Elections are costly in Kenya since a lot of financial
resources are required during the campaign period and
significant amount of money is also required for the
registration processes with the electoral commission. This
makes the elections to be highly contested because aspirant
cannot afford to lose after the huge investment. This results
in an inflationary effect as the government expenditure
increases.

It was not clearly evident on how the Kenya government
could be manipulating the economy during the electoral
period though the inflationary effect could be an implied
outcome. The stability of the exchange rate and regulation of
the same by the Central Bank does not provide adequate
information that would indicate that the government
manipulate the economy to its favour.

Information obtained from the interviews revealed that
businesses are generally affected during elections and this
extends when results are contested. There is slowdown in
business and little investment as a result of anticipated risks
that are also not likely to be absorbed by the insurance
industry in case of losses or damage. To deal with the
situation, the business people layoff some staff to cut down
on the production cost, increase the prices of commodities to
cater for any eventualities and temporarily close down
businesses during the high risk days in anticipation of results
announcement and mass reaction to the same as expressed by
Hillary, Oscar and Stephen in their interview. Majority of the
business people who have over 10 years of experience
reported that they strive to boost their profit within the first
four years and months before the campaigns commence and
thereafter slow down operations to study the market trends
including security in order to minimize on loses. Their
attitude towards risk has been shaped by extensive
knowledge and experience of the Kenya politics and business
trends in relation to the degree of risk one is able to absorb.
This has enabled the people in business to quickly bounce
back after election.

5. Conclusions

Elections cause a general slowdown in economic activities
during the month of election as evidenced by the monthly
data. This is also evidenced by the information obtained from
the interviews conducted with people in business. The degree
of risk that business people are willing to take during election
period denotes that the economy still progresses during the
months towards elections but slows in the actual month of
election. While this is the case, “‘uncertainty is higher during
the counting and announcement of results and the associated
contestation of results’ as stated by Hillary Makhulu.
Investors also study the market over years to determine the
appropriate time to boost or slowdown their production as
evidenced by the annual increase in import and export. While

the literature reveals that there is significant impact of
elections on the economy, this is a reflection of the electoral
month which is significantly affected in comparison to the
electoral year.

Economic activities were noted to remain stable and even
increased during the years of peaceful elections in
comparison to years of electoral violence. Import, export and
the stock markets increased during the years of peaceful
elections and inflation was also noted to reduce in 2002 and
2005 and during the months of elections of 2010 and 2013
which were all years of peaceful elections.

The findings of this study therefore reveal that significant
economic development can be achieved with peaceful
elections. This also requires the government to take lead in
promoting the independence of electoral institutions and
halting politically instigated violence in a bid to win elections
at all cost.

6. Recommendations

There is need for the government to deliberately
improve on the electoral reforms in order to promote free
and fair election and subsequently minimize electoral
violence. This requires the need to build trust among
Kenyans before, during and after polls. While electronic
voting has been implemented, the advent of improved
technology calls for real-time voting and subsequently
tallying of results to minimize errors in an environment
where there is high level of mistrust in addition to the
highly contested elections.

It will also be of great importance if the government of
Kenya including the citizens can have a greater level of
awareness on the impact of electoral violence on the
economy. If billions were lost within few hours as a result of
electoral violence, then this reveals that the economy of
Kenya can gradually grow in an upward trend if such
violence can be eliminated altogether.

Voter education on the need to preserve life and property is
imperative even amidst the fight for free and fair elections.
This calls for embracing of fair and transparent electoral
processes amongst the political contenders, the electoral
institutions and institutions of justice which should be
autonomous to operate in a fair and just manner.

The notion of the winner-takes-all politics makes the
country vulnerable to electoral violence. This therefore call
for the government and the citizens to be accommodative and
tolerant to embrace reconciliation and a supportive attitude
towards nation building since all have a stake in the
development of the country.

There is need for more research on the impact of electoral
violence on development to ensure higher analysis of
dynamics of conflicts in relation to development. This will
help countries that experience electoral violence to formulate
and implement policies that focus on free, fair and peaceful
elections that are align to the development agenda of the
country.
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