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Abstract

This study examines the state of transition to greeonomies in Africa. It dissects policy dilemmarsunding

fiscal reforms towards green economy. Through eicglirand theoretical framework, the study clarifide

ambiguity surrounding the concepts of ‘green grovetid ‘green economy’, and contextualizes theirgesm a
manner that addresses Africa’s needs for inclugreath and sustainable development. Also, a prapasedel on
the logical complex of fiscal policy reforms on gneeconomy demonstrates that institutional capagpitylic

perception; entrusted interest and governancerdieat variables to address during fiscal poligfarms on green
economy in Africa. Findings from the state of titina to a green economy reveal great potentiasthe East
Africa, Kenya takes leading role; in the Southeifrica, South Africa and in the West Africa, Ghahgvertheless,
further finding reveals that the transitions toegreeconomy in Africa are still mainly financed thgh foreign
assistance programmes. African governments anatprenterprises should take leading roles in tmelifhg of

green economy projects while complementing witheilgm aids and expertise in order to guarantee isastia

policy implementation and inclusive growth for Afains.

Keywords. Brown Growth, Fiscal Policy Reforms, Green Econpf@geen Growth, Inclusive Growth, Sustainable
Development

Introduction

sustainable and inclusive economic model. Incrgasimvironmental risks and loss of natural capitslets due

to climate change (global warming) have turbo-chdrgontinuous search for the best alternative meéns
meeting the growing needs of citizens sustaindhlyesponse to global financial crisis of 2008 gtabal climate
change, there have been paradigm shifts to lowecadnd climate resilient policy instruments througieen
economy* Thus, promoting inclusive growth [without erodingtural capital assets and posing environmente]ris
has become more pressing than ever. At the Umiaibns Conference on Sustainable Development, Rip+
world leaders recognized green economies as thableaalternatives to promote inclusive growth aodtainable
development. Therefore, broad spectrums of policy reforms Hasen implemented to boost the process of shifting
from brown growtH to green economies across the world.

I ncreasingly, international development policy disse has been dominated by the transition to more

For over many decades, brown growth has been wjgteljnoted. Many countries have celebrated developime
terms of economic growth (GDP), economic developnfper capita income) and other macroeconomic ogetri
But little or no attention has been directed toneixee if economic growth (GDP) or economic developmger

! According to the United Nations on Environmentadgtamme, green economy is one that leads to inegrov
human well-being and social equity, while signifidg reducing environmental risks and ecologicalrsities.
UNEP (2011), Towards a Green Economy: Pathwagistainable Development and Poverty Eradication,
www.unep.org/greenecononagcessed on 15/08/2015

2 World Bank (2012)nclusive Green Growth: The Pathway to Sustain&i#eelopmentWorld Bank Group,
Washington,
http://siteresources.worldbank.org/EXTSDNET/ResesHoclusive_Green_Growth_May 2012.pdf

% According to World Bank (2013), brown growth istareotypical measure of growth on economic pradoand
consumption without accounting for environment aumgthility. See also Darwakasing (2013).
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capita income) has improved human welfare and sestathe environment on which economic productiod a
consumption depends. Such appraisal of developrhastproduced misleading results and provoked agisti
extreme poverty and rising environmental risks @veloping countries. For example, Nigeria has becdhe
largest economy in Africa after the rebasing of B8P in 2014. Does this imply improved social wedfdor
average Nigerians? Even though most internatiomstititions such as IMF and World Bank, variousiore
bureau of statistics and experts have included atfugables such as gender parity index, humanldpreent index
and on to have more elaborate metrics, the inclvdeidbles are still reduced to economic quantigati

Almost half of the population of sub-Sahara Afritill lives in extreme poverty with less than US#8.a day
Average youth unemployment rate stands at overet@ept and average economic growth of Africa is incregsi
every year (Figure T).In 2010, among the World’s ten fastest-growing necnies, six African countries were
projected. Seven African countries were to be éttp 10 over the next five yedrvhile the projection holds true
for Africa, it has come with lots of environmentiks and natural resource scarcifi@avironmental risks consists
28 per cent of the Africa’s disease burden: diarhespiratory infections and malaria account forpér cent of
known environmental risRsOutdoor air pollution is estimated to kill 8000Dpeople globally each year and about
40,000 of these deaths occur in Affita According to UNCCD, 4 to 12 per cent of agrioutl Gross Domestic
Product in Africa is lost due to deteriorating eowimental condition and 135 million people at rigkhaving to
move from their land due to desertification by 2620

—— Africa <& Africa excluding Libya
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Sour ce: Africa Economic Outlook (2014)

* While World Bank Report shows a change in poveetjuction rate from 56.8% in 1990 to 46.8% in 20th,
number of people living in extreme poverty contisitie increase. World Bank Report (2011) on 1.Bbipeople
living in extreme poverty using 2005 Purchasing BoRarity has been criticized because when $2.@@gwas
used, the number of people living in extreme povarcreased to 2.6 billion_(http://www.povertiegifpoverty-
statistics.htnjl. Therefore, developing countries are poorer thay are portrayed in the World Bank Report.

® International Labour Organization Report (2013pitf Bank Report (2014).

¢ According to Africa Economic Outlook (2014), avgeagrowth is 5% in 2013 and 5.8% was projecte®€dr4. If
South Africa is included, the average growth of Safharan Africa stands at 6.1% in 2013 and 6.8201.

" The Economist, IMF Report, 2011:

89 Africa’s vulnerability to the effects of climatéange is increasing: changing pattern of rainfétimds and
droughts (Africa Environmental Outlook, 2013; UNE®13)

91n Angola, 6.9 percent of the national diseaselenris attributable to solid fuel use; in Malawe tfigure is 5.2
per cent. In lvory Coast, the National Centre fgrénomical Research in Abidjan estimates that 65cpat of the
illness suffered by market gardeners, cotton greywerango produces and consumers are due to pesti@drica
Environmental Outlook, 2013).

1 See UN Convention to Combat Desertification
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Practically, when economic growth represented hys&iDomestic Product (GDP) is adjusted to accaumibst of
natural capital, the result is always low or negatf A study conducted on national savings in AngolatsB/ana,
Cote d'lvoire, Egypt, South Africa and Sudan reeeathat, on average, the true wealth growth of Sabaran
Africa countries is estimated to be negative whestd is an adjustment for lost of natural cagitampliedly, short-
term gains generated by resource extraction dcsigoificantly translate into overall gains in termfsaving to
support future economic growth. Therefore, a @ltichallenge is to provide alternative means ofimting growth
which is socially inclusive and environmentally tiisable.

Furthermore, harmonizing policies towards achiewiaanced economic, social and environmental neads been
proved cumbersome tasks for policymakers. The cexitgl lies in the choices of policy adopted to adr the
three needs concurrently (economic, social andrenwient). Nevertheless, transition to green econbasy not
only opened up sustainable innovations that presetural capital and reduce environmental risks disio
redressed social impacts by taxing activities derital to human wellbeing and redirecting generaédgrns to
investment towards clean and efficient technolqgiesural capital and social infrastructdteln United States, it
was estimated that US$ 25 per ton of carbon corfdybn about one percent of the country’s GDPmare than
USS$ 1 trillion over a decade.

A study on Australia fiscal reforms also providdmtt environmental taxes amounted to AU$26 billiowd a
accounted for 2 percent its GDP and 7 percenttaf tax revenues between 2010 and 281Thus, fiscal policy
can be veritable tools available to redress ecooposucial and environmental impacts as demonstiatédistria
and United States. Fiscal policy affects pricingtgmice investments decisions, consumer behaviengial well-
being and the overall economic structtfré’he Doha Declaration on Financing for Developm@®08) and the
Bussan Partnership for Effective Development Coratien (2011) stress the greater role of fiscalgyothrough
taxation to fund developmehtThe fact is that fiscal policy has great potestihd promising mechanisms that can
correct price signals within the formal economyirtolude environmental and other costs so that yakes takes
environmental criteria into accoutit. In a green economy, fiscal policy tends to mawe dystem from primarily
levying jobs and incomes towards environmental dgsaand unsustainable practices in order to inligena
externalities to the environment.

According to UNEP Reports of 2011, Africa is welbgitioned to be the epicenter of a global shiftntore
sustainable economies that promote growth witheedieg underlying stock of natural weafthlt was established
that the removal of fossil fund subsidies in Afris@uld free public resources amounting to 1.4 part of the
region’s GDP, thereby giving room for public restes to be channeled to other ends such as reseaatth
development on green investments to stimulate iation, reduce waste and the cost in production guees?°
Recent studies show that Ghana and South Africa lmtvated reforms on fiscal policies to suppatdlopment of
energy markets in the areas of sustainable foodystibn, renewable energy and emerging efficiencyAlso,
Kenya has initiated renewable energy feed-in-msfhce 2008, embedded sustainable natural resatitization
into its 2010 constitution and mainstreaming greesnomy in its Second Medium Term Plan (2013-264There
are also evidence of building capacities for greeanomies through different approach in Mauritiagypt and
Burkina Fasd?

12 Arrow et al. 2004Adjusted net savings = Net national savings + Ediocaexpenditure — (energy depletion + net
forest depletion + carbon dioxide +particulate esi@ damages)

13 UNECA, 2012:Green Economy in the Context of Sustainable Dewséop and Poverty EradicatiokiVhat are
the Implications for Africa? Access: www.uneca.(3gd July, 2015).

14 UNEP (2014)

15 Discussion Paper: Environmental taxes in AustraliBxperimental new statistics, 2000-20Alstralian Bureau
of Statistics. Available at: www.abs.gov.au/ ausstds@.nsf/Products/ 17A6A5ACF1856FFFCA257
AD2000E4E30?0pendocument

18 UNEP (2015)

18 GIZ (2013). Environmental Fiscal Reforms. Envirantal Policy and Sustainable Development. Deutsche
Gesellschatft fur . Internationale ZusammenarbdiZY&@mbH

19 The United Nations on Environmental Policy Repg®014a,b,c,d, e &f)

20 IMF Reports (2013).

2LISD, 2012, UNEP, 2013 & 2014.

2. Z3UNEP. (2014). Green Economy Assessment Reportnyde
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Essentially, Africa depends so much on naturaltehpssets for sustenance: agriculture is stillntizénstay of most
Africa countries even though other natural cap#atets like crude oil, gold and diamonds also er#hats
economic fortune$’ The larger population of sub-Saharan Africa depesrdnature for foods, water and shelférs.
Given the richness of its natural capital assets emaracteristics of large young populatférifrica stands to
benefits from a shift to green economies. In a greeonomy, growth in income and employment germnatis
strengthened by public and private investments l@arc technologies, thereby boosting energy andurese
efficiency, preventing loss of biodiversity and geeving ecosystem services.

However, the ideal of inclusive growth is not auttiw; it requires fundamental reforms of fiscalipplin order to
accommodate a paradigm shift to green investmeantss multiple sectors. Thus, the study is inforragdhree
phenomena: (1) the current global glut in oil psiceshich has created opportunities to various refpolicies on
fuel subsidies in order to redirect the savingsams investment in green and clean renewable asengiAfrica;
(2) the rising environmental risks due to the exgsfiscal policies which have promotbdown growth,and (3) the
exigent need for policy reforms that are growthlisive, environmentally sustainable and sociallyitple.
Obijectively, the study first clarifies ambiguityrsounding the concepts of green economy and greewth and
contextualize their usage in manner that addreAf&sa challenges; (2) examines the state of tt@rsito green
economy in Africa and (3) unlocks logical complexédiscal policy reforms towards green economfrica.

Literature Review
Conceptualizing Green Growth, Green Economy and Sustainable Development

Related terms to the concepts of green growth aedngeconomy are not new in the Africa’s literasubecause
there was conception on sustainable developmenn@rito Africa before it gained global currency thgbuthe
Brundtland Report in 1987 Africa leaders had already recognized the linksvben environment and development
for over four decades. African Convention on then@wsation of Nature and National Resources (Afgi968)
took place five years after the formation of Orgatibn of Africa Unity in 1963° Also, the Lagos Plan of Action

in 1980 proposed concrete measures to addressntbdace between environment and development having
recognized the need for sustainable use of theérmomits natural resourcé$ Subsequently, the African Ministerial
Conference on the Environment (AMCEN) was estabtisin December 1985, following a conference of &ri
Ministers of Environment held in Cairo, Egypt. Thisnference focused on the promotion of regionapeoation

on environmental challenges of the continénthe mandate that established AMCEN could be linked/hat is
known as sustainable development today. AMCEN wtabéished to:

Provide advocacy for environmental protection imi¢sf; ensure basic human needs were met adequat&lyin a
sustainable manner; ensure that social and econatei@®lopment was realized at all levels; and trgicultural
activities and practices met the food security sesfcthe regiori

Besides, the concepts of green growth and greemoetp are confusingly interchanged among scholars,
policymakers and international organizations. Tusfusion has led to the misconceptions of greewtyr as green
economy. Implicitly, the misconception of the coptsehave tendency to slow down the realizationnefuisive

24 Africa Environmental Outlook (2013)

% |In sub-Saharan Africa countries, most people gvielow the global poverty line could not affordstay in the
cities where infrastructures are provided by gowernts and private sectors. Thus, they have to depematural
water from rivers and wells for drinking, and fitsoil and good climate for farming. In fact 330lion of the 884
million people in Sub-Sahara Africa population hawe access to safe drinking water; Ogoni commuimityhe
Niger Delta in Nigeria is exposed to hydrocarbomsutdoor air and drinking water at elevated cotregions.
(Africa Environmental Outlook, 2013)

26 Africa is richly endowed with natural asset calpétad approximately 70 percent of its populatiodemthe age of
30 with an estimated 11 million young people expddb join the labour market every year (UNECA, 201

2T UNECA, (2012) A Green Economy in the Context oé@inable Development and Poverty Eradication: What
are the Implications for Africa?

2 Brundtland, G. H. (19870ur Common FutureOslo: Oxford University Press

291968 African Convention on the Conservation ofidatand Natural Resources called, Algiers, Congenti
(AMEN Secretariat, 2006)

%0 See Article establishing Lagos Plan of Action, 098

3L.Z8AMEN (2006). The History of AfricaMinisterial Conference on Environment. AMEN Secretariat, Naijro
Kenya.
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growth in Africa. Historically, the misconception$ what constituted ‘good governance’ as defingd\bF in the
1980s, which was part of the requirements engranethe Structural Adjustment Programme (SAPS), hafist
Africa countries with huge debt burdens until itsa@rrected recentfy.

According to the Organization for Economic Co-opiera and Development (2011), green growth is defias
“fostering economic growth and development whilsweing that natural assets continue to provideréseurces
and environmental services on which our well-baiglies™*. Similarly, World Bank (2012) defines green growth
as “economic growth that is environmentally susthla and efficient in its use of natural resourcésan in that it
minimizes pollution and environmental impacts, aesilient in that it accounts for natural hazardd ¢he role of
environmental management and natural capital imgmiing physical disasterd® At the G20 2010 Seoul Summit
Leaders’ Declaration, Members define green growthirherently a part of sustainable developmerdtrategy of
quality development, enabling countries to leapfotdytechnologies in many sectors, including thiotige use of
energy efficiency and clean technold§yElsewhere green growth is considered as job cmair GDP growth
compatible with or driven by actions to reduce gremise gase¥.

Remarkably, the above definitions imply that gregawth is a narrowed concept for inclusive growthAfrica
since social inclusion or equity which is indispainle component of poverty alleviation has been wadl or
reduced to a vestigial complement. The term (ggremith) is more suitable in some countries chareetd by low
poverty rate and high environmental risks. Sub-8ahaAfrica is characterized by high poverty ratising
environmental risks and resource scarcitfes.

For example, a removal of fuel subsidies and immosbf tax on carbon emissions have potentialedticing risks
posed by the use of hydrocarboenyironmentalprotectior) and increasing investment in green and clean
technologies dreengrowth). But the policy could, at the same time, makessathe existing poverty situation it
fails to provide immediate and short-term suppertivechanisms for average citizens whose livelihagends so
much on hydrocarbon machines or subsistence farmbo could not afford transporting their meagamfa
produces to market due to high cost of transgortatn addition, there is likelihood of rising unployment rates
as a result of shutdowns of some small and medicate senterprises (SMEs). The importance of supgeort
mechanism is to ensures that the low-income grsupot at a disadvantage by providing short-ternisesse
which may include provision of incentives by govaenmts to private sector investing in renewable gieserto
reduce operational cost and regulate supply pddée public until return on the investment in neable energies
is sufficient to neutralize the adverse effectsseauby the policy refornsécial inclusion or equity

Hence, the most appropriate concept to promotesng growth in Africa context is green economycéing to
the UNEP (2011), green economy is “one that resaltsproved well-being and social equity, whilgmificantly
reducing environmental risks and ecological scasif® For UNEP, moving towards a green economy should be
strategic economic policy agenda for achievinganable development. This study defines green engras a
paradigm shift to an economy that promotes humaliaveethrough social equity, and efficient and effee
utilization of natural capital assets.

33 World Bank (1989)Sub-Saharan Africa: From Crisis to Sustainable GitmwA Long-Term Perspective Study.
WashingtonWorld Bank.

3 OECD (2011)Towards Green GrowttParis: OECD

% World Bank (2012)nclusive Green Growth: The Pathway to Sustain@i#eelopmentWorld Bank Group,
Washington,
http://siteresources.worldbank.org/EXTSDNET/Resestuiclusive_Green_Growth_May 2012.pdf

3% 1LO (2012)G20 Policy Brief: Working towards Sustainable Depehent — opportunities for decent work and
social inclusion in a GE (draft).

3" Hubety et al (2011).

38 Africa Environmental Outlook (2013); Africa EconamOutlook (2014); UNEP (2013)

39 UNEP (2011)
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Figure 2: Green Growth vis-a-vis Green Economy

Green growth is conceived as a part of green ecgnoobweb, not an ends in itself. When green groisth
exclusively pursued, it produce®llow (DISTORTED) growtlibecause it has lost itdueness (PURITANICAL
NATURE) Until when social inclusion or equity, which ia @ndispensable component of poverty alleviatian, i
added to the pursuit of green growth, green graethained distorted growth (Figure 2). As demonsttatbove, if
the policy reforms directed at removal of fossiélfisubsidies and tax imposition on carbon emissfailed to
provide for short-term supportive mechanism, then policy reform is only promotgellow growthbut not green
economy. Therefore, the path of development shpréderve, boost and, where necessary, rebuildalatapital
assets which constitute a source of public bened@pecially for the poor whose livelihood and siguepend so
much on nature in Africa.

The State of Transition to Green Economiesin Africa

Transition to a more sustainable model - to promitelusive growth and address widespread poverty,
unemployment, environmental risks and scarcitiéms- been on the development agenda of Africa desntfhe
19" Session of the African Union Summit held in Juii2 called upon the African Ministerial Confererarethe
Environment (AMCEN) to carry out a substantive bé toutcomes of Rio+20 and develop a roadmap for the
effective implementation of the outcomes in AfrffaSubsequently, the T4Session of African Ministerial
conference on the Environment (AMCEN) adopted tifiécA Green Economy Partnership (AGEP) to develog a
implement Regional Flagship Programmes (RFPs) ams® ensure the effective implementation of tie+R0
outcome!! The flagship programmes include: Africa Green Erop Partnership (AGEP), Sustainable Land
Management, Desertification, Biodiversity and Ecteyns-based Adaptation to Climate Change (LDBA),
Partnership for Sustainable Consumption and PramudiSCP) in Africa, African Programme on Sustaieab
Energy Development and Africa Integrated EnvirontakeAssessment for Sustainable Developniént.

40.39. 490yNEP (2015)bid

42 15" Ordinary Session of AMCEN: Progress Report on enpntation of Regional Flagship Programmes,
AMCEN/15/INF/6, 2-6 March, 2015
(http://www.unep.org/roa/InformationMaterial/EvetitsthAMCENSession/tabid/794089)
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In 2014, a study conducted on transition to greeznemy revealed that half a million people in Sethegpuld
move out of poverty by 2035- 300,000 jobs created, increase in GDP by 11gmérmnd carbon dioxide emissions
reduction by about 9 percent. In 2015, gradualsitezm to green economy has increased renewablgiesen both
Kenya and Ethiopi&’ Through Greening Kenya Initiative Trust (GKIT) Inded in its Medium-term Plan (2013-
2017), Kenya government has launched the Lake Tarkfind Power Project covering 40,000 acres (162km
June, 201%. Also, the Ethiopian government has opened Afsitaggest wind farm with 101 turbines and installed
capacity of 153MW in May, 201%. In Southern Africa, gradual transition to greeommy in Mozambique has
been productive: FANAE had provided off-grid soklectricity to 115 villages, 298 schools and 30Mics,
supplying a total of IMW. Also, South Africa’s New Growth Path targets @ating 300,000 green jobs by 2020
through the allocation of $80million to a newly ééped Green Fund and reforming fiscal policiesaas a green
economy'® Based on studies carried out by a number of fargjgvernments’ sponsorship and international
organizations facilitating transition to green emamry in Africa, Table 1 reveals the state of traositto green
economy in some selected Africa countries.

Table 1: State of Transition to Green Economy in Africa

Green Economy

Country St : Objectives Progress Status
rategies

Burkina Poverty- = Promoting a green = National Assembly adopted bill On-going
Faso Environment economy through | banning the production, import,

Indicatives (PEI): increased marketing and distribution of non-

2011-2015; investments for biodegradable in May 2014

pro-poor = Established a web-based monitoring

National Investment environmental system for tracking poverty-

Plan for Environment sustainability environment indicators of the SCADL

and Sustainable 2011-2015

Development (2013) = the EU’s Environment Development

Fund 2014-2020 includes poverty-
environment as one of its thematic
areas and poverty-environment has
been mainstreamed into the UNDAF
= Renewable energy investment

scenarios are projected to save up tc
100,000 hectares of forest area by
2050, corresponding to a reduction ¢
about 16 thousand tonnes of CO2.

3 http://www.gggi.org/project/main

“ UNEP(2014). Green Economy Assessment Report —&dwgirobi: UNEP

%650 http://www.greeningkenyainitiative.com/ Accessgé/(7/2015)

" Regional Workshop on Inclusive Green Economiesforerty Reduction and Sustainable Development in
Africa : From inspiration to Action — MozambiqueeBentation at the 15th Session of AMCEN (28 Felarchl
2015, Cairo)

4853 UNEP (2015)
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National Green Long-term Plan for = Egyptian Supreme Council of Energy On-going
Economy Initiatives | Wind Energy approved Long-Term Plan for Wind

Green Information Energy and fixed a target to meet 20

and Communication of electricity needs with renewable

Technology Strategy energy

Climate Resilient
Green Economy
Initiative (CRGE)
(2011-2025)

Ghana’s Shared
Growth and
Development
Agenda (GSGDA)
II: 2014-2017

Kenya’'s Medium-
Term Plan (2013-
2017)

Greening Kenya
Initiative Trust
(GKIT — vision
2030%°

Mozambique’s
Green Economy
Roadmap (2013-
2019)

Rwanda’s Green
and Climate
Resilience

= Aiming to be a
middle income
country by 2025
through improving
resilience to
climate change

= [nstalled 225 MW of wind energy
capacity through the Egyptian
Electricity Transmission Company

= |nstalled 1,600 biogas digesters plan On-going
= Opens Africa’s biggest Wind Farm

with 101 turbines and installed

capacity of 153MW 18th May, 201%

To promote socio- = Implementation of green business | On-going
economic through the Switch Africa Green
transformation Project
through inclusive, = Developed a National Energy Policy
sustainable growth | on Green Economy Mainstreaming
(and to achieve per = Implementation of fiscal policy
capita income of reforms on energy
least USD 3000 by
2020)
Building strong = Construction of the Lake Turkuna On-going
green industrial Wind Power Project covering 40,000
revolution and acres (162km2) in June, 2015
enhancing = Implementation of feed-in-tariff
environmental = Implementation of fiscal policy
protection through = reforms on energy, transport and
public participation = agriculture
in green initiatives = Implementation of Greening Key
Initiative Trust (GKIT)

Achieving an = Five year cycle Action plan for On-going
integrated economic poverty Reduction
growth model that is = Integration of the GE approach in the
favourable to humar process of planning and budgeting a
development, national accounting.
environmental = By 2012, FUNAE had provided off-
resilience and grid solar electricity to 115 villages,
sustainability by 298 schools and 300 clinics, supplyir
2030 a total of IMW.

= Implementation of Sustainable Fores

Management Policies

= Revised Constitution (2014)

To achieve = Developed a national climate change On-going

sustainable land use
water management,

preservation of
biodiversity and

and environment fund

= Adoption of Rwanda’s Green Growth
and climate Resilience National
strategy in 2011

ecosystem services = Eradication of Use of Plastic bags in

February, 2015

9 http://www.evwind.es/2015/05/18/ethiopia-openseafs-biggest-wind-farm-with-101-wind-turbines/52206
*0 http://www.greeningkenyainitiative.com/
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Senegal Senegal’s National Investments in the expansion of so| On-going
Strategy for and wind capacity in Senegal a
Economic and projected to create between 7,600 ¢
Social Development 30,000 additional jobs by 2035
(2013-2017)
South South Africa’'s New Creation of Greer=In 2011, new Green Economy Accort On-going
Africa Growth Path Jobs was signed on creating 300,000 gree

jobs by 2020
= Implementation of a carbon tax in
2016
= Allocation of $80million to a newly
developed Green Fund
Source: Author's Compilation from various NatioNgébsites and previous studies.

Obviously, the level of transition to green econodiffers among Africa countries. While Burkina Fasshana,
Senegal, Kenya, Uganda, Ethiopia, Rwanda, EgyptitSafrica and Mozambique are progressively magaestring
green projects into national development planiiathers adopt climate change lens. A study comdilion the
state of transition to green economy in Nigerieesdgd that no exclusive green economy policy has fermulated
but related issues are mainly addressed througletiseof climate chang®.Nigeria government prioritizes climate
change, mitigation and development of Clean Devekit Mechanism (CDM) projects. CDM is a projecséxh
framework initiated to achieve cost-effective smn$ for mitigation of greenhouse gases. It wasaitdd in 2004
through Kyoto Protocol focusing on developing coi@stwith no emission reductions target. Nigeria thee biggest
CDM projects in Africa in the mining, transportatiand building sectdf Through CDM projects, Nigeria
governments have received supports in terms efduaing flaring and venting of gas associated thighextraction
of crude oil** Table 2 shows various CDM projects implementeNimeria.

SIN Registered Title Host Other Parties Reductions
Parties
1 09-Nov-06 Recovery of associated gas that Nigeria Italy 1496934

would otherwise be flared at Kwale
oil-gas processing plant, Nigeria

2 01-Feb-09 Pan Ocean Gas Utilization Project Nigeria Norway 2626735

3 12-Oct-09 Efficient Fuel Wood Stoves for ~ Nigeria Germany 31309
Nigeria

4 16-Oct-10 Recovery and marketing of gas thatigeria Norway 256793

would otherwise be flared at the
Asuokpu/Umutu Marginal Field,

Nigeria
5 15-Dec-10 Municipal Solid Waste (MSW) Nigeria Belgium Ireland 281781
Composting Project in Ikorodu, Norway
Lagos State Luxembourg
Portugal
6 12-Jul-12 LFG project in Nigeria Nigeria France 9932

%2.%2 3phanna, Jochand & Richeter (2013), Green Ecorniomyb-Sahara Africa. Lesson from Benin, Ethiopia,
Ghana, Namibia and Nigeria.

4 Adejuwon, S. A (n.d). Clean Development Mechanismplementation in Nigeria: Monitoring Sustainable
Development, Federal Ministry of Environment, NigerAccess on 2/12/2015 from
https://www.google.cm/nigeria.acp-cd4cdm.org%2Fra%f F333523%2Fcdm-sd-monitoring-
nigeria_adejuwon.pdf
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7 29-Oct-12 Afam Combined Cycle Gas Nigeria 550234
Turbine Power Project
8 18-Dec-12 Lafarge WAPCO Partial Nigeria France 166557

Substitution of Alternative Fuels in
Cement Facilities Project in Nigeria

9 24-Dec-12 Recovery and Utilization of Nigeria 288147
Associated Gas from the
Obodugwa and neighbouring oil
fields in Nigeria

10 28-Dec-12 Kainji Hydropower Rehabilitation Nigeria Sweden 873474
Project, Nigeria

PoAs
1 25-Apr-13 Distribution of Improved Cook Senegal Netherlands 39114
Stoves in Sub-Saharan Africa Ghana
Nigeria
2 31-Dec-12 Energy Efficiency of Nigeria’s Nigeria  United Kingdom of 28892
Residential Lighting Stock by Great Britain and
Distributing up to 40 Million Northern Ireland

Compact Fluorescent Lamps
(CFLs) to Residential Households
Connected to the National Grid

3 06-Dec-12 African Improved Cooking Stoves Ghana United Kingdom of 15477

Programme of Activities Nigeria Great Britain and
Northern Ireland
5 07-Nov-12 Distribution of fuel-efficient Nigeria Sweden Nigeria 46717
improved cooking stoves in Nigeria
6 10-Nov-11 Improved Cooking Stoves for Nigeria 8912

Nigeria Programme of Activities

Sour ce: Federal Ministry of Environment, Nigeria, 2015

However, it is noteworthy that the commitments @msition to green economy in Africa are mainlydri through
foreign aids. Most studies carried out on greenneoty programmes in some selected Africa countriesew
achieved through foreign assistance progranthiéhis justifies the reason for disparity in thedbs/of transition to
green economy in Africa. A good number of Africaavgrnments have not recognized urgent need to ehann
resources towards green investment projects. Xample, Nigeria, the Africa’s largest economy, & 0 be on the
list of the leading Africa countries reforming pzés towards a green economy despite being rat@@iAd as the
29" high risk country in the world with projected $08-30% loss in GDP by 20501t is also important to note that
transition to green economy in Africa is affectedlack of political will, weak institutional framewvk, lack of
commitments and clearly defined goals on policy sindtegies.

Fiscal Policy Reform towards Green Economy in Africa

Unlike European Union characterized by common mamyesnd fiscal policy, Africa Union (AU) has no comn
fiscal and monetary policy. Among the eight recagdi regional blocs of AU, each Member State belupgo a
bloc has different monetary and fiscal policiessrethough there is little progress of fiscal andhetary policies
harmonization in the East Africa CommunityThe disparity emanates from different levels afisaal integration
and colonial legacies (which have promoted differeconomic orientations). For example, tax mix grai$ in
Africa are not the same for all countries. Southig& obtains most of its tax revenues from diresiation while

> UNEP, GIZ, Foreign German Ministry, OECD , EU, ate the sponsors of most studies carried out eangr
economy in Sub-Saharan Africa countries (UNDESALZ)0

%6 Kreft & Eckstein (2014). Global Climate Risk Ind2®14. Accessed on 23rd July, 2015
(www.gremanwatch.org/en/gri

®" UNECA, (2012) A Green Economy in the Context oktinable Development and Poverty Eradication: What
are the Implications for Africa? Addis Abba: UNECA
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countries like Senegal and Uganda rely on mostlyirmtirect taxation. Other countries like Libya, Edorial
Guinea, Angola and Nigeria almost entirely relyare single type of td% Kenya and Mauritania have a relatively
balanced mix of different types of taXeésTherefore, fiscal policy reforms on green economgy likely take
different approaches in order to address countegifip and regional-specific needs or the overalhtmental
visions of 2063.

Interestingly, one fundamental agenda of Economim@unity of West Africa States (ECOWAS) is to irase
access to modern energy services by 2020. In #ohig goal, ECOWAS Renewable Energy Policy (ERRS
formulated in 201%° Although EREP has common timeframe for implemémtaemong ECOWAS Member
States, the level of implementation of EREP diffansong the countries. For example, Ghana governfoenses
on reforming fiscal policy towards renewable enesgivhile Burkina Faso is more concern with defatéss®
For Nigeria, it is through climate change lens @MDs. In the East Africa Community (ECA), Kenya aRdanda
are taking leading role in reforming their fiscallipies on energy and agriculture towards greemegty. Ethiopia
is also shifting its fiscal policy focus towardv@stment in wind power and agriculture. In the Seut Africa and
Northern Africa, South Africa and Egypt are playilegding roles in implementing fiscal policy refaran water
and energy respectively.

Evidently, there have been fiscal policy reformseamergy, transport, mining, agriculture and buiddin Africa

though with mixed outcomes. Most of the fiscal pplieforms were implemented to lessen governmdnisiens
from subsidies - the policy reforms were not oraiynintended to avert environmental risks or sfieaily designed
to promote inclusive growth until 21st century. blea2 reveals the results of a recent study comduch energy
subsidy reforms in some selected countries in lafn Africa.

Table 2: Energy Subsidy Reform Episodesin Sub-Saharan Africa

Country Energy Reform | Reform Reform I mpact IMP- Conditionality
Product Episode | Outcome supported on energy
program subsidy
during the | reform
reform
episode
Ghana Fuel 2010 Partially | 50 percent price increase ( NO
Successful average
Namibia Fuel 1997 Partially | 0.1+ percent of GDP NO
Successful
Niger Fuel 2011 Partially | 0.9 percent of GDP No
Successful
Nigeria Fuel 2011-12| Partially | Subsidies declined from 4.[7NO

Successful percent of GDG in 2011 to
3.6 percent in 2012

South Fuel 1950s | Successful Successfully avoide( NO
Africa subsidies and  secure
supply
Kenya Electricity | Mid- Successful Subsidies declined from 1.BES YES
1990s percent of GDP in 2001 tp
zeros in 2008
Uganda Electricity | 1999 Successful 2.1 percent of GDP YES YES

Source: IMF, 2013

%8.57. 5% frica Economic Outlook (2014pid

€0 ECOWAS (2012) ECOWAS Renewable Energy Policy; ECABNRenewable Energy Policy (EREP) is to secure
an increasing and comprehensive share of the Me8tha#es’ energy supplies and services from tinreljable,
sufficient, least cost and affordable uses of ratd&energy sources.

®1 UNEP (2015). Scoping Study on Fiscal Policy RefermGreen Economy in Ghana

2 Klein, et al. (2013). Environmentdfiscal Reforms. Environmental Policy and Sustaiadbévelopment

Germany: Internationale Zusammenarbeit (GIZ) GmbH
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Generally, the design and implementation of paotidieat promote inclusive growth takes differentnier There
have been related measures such as integratedalnatsource management implementation, environrhenta
standards, regulations and certification schemeabs @m before the green economy gain global curréhay.
paradigm shift to green economy, low-carbon anchaie resilient policy instruments was in respomsthé global
financial crisis of 2008 and global climate chang¢hile green economy was initially confined to eowimental
lens, in the recent a number of international oizgiions and experts have realized the need to Ieas spectrum
approach to green economy including fiscal polieforms. Some of these organizations include thea@zgtion
for Economic Co-operation and Development (OEQGDBg, World Bank, United Nations Environment Prograeanm
(UNEP), Economic and Social Commission for Asia &mel Pacific (UNESCAP), United Nations Departmeht o
Economic and Social Affairs (UNDESA), United Nat®knvironment Management Group (UNEMG), United
Nations Conference on Trade and Development (UNCJTAbternational Labour OrganizatiqiLO), the Global
Sustainability Panel, the Green Growth LeadersGlubal Green Growth Institute, the Green Econoroglifion,
and a number of expetfs For instance, OECD (2011) reveals that a polidy imstruments will be needed in two
broad areas: (i) framework conditions that mutuediyforce economic growth and the protection dfire capital,
and (ii) policies targeted at incentivizing theigfnt use of natural resources and making poltutimre expensive.
Furthermore, the Global Sustainability Panel (20dddlerscores the importance of policy action in kegas to
move towards green economy. These include intainglienvironmental and social costs, creating iticea for
investment, increasing finance and expanding how measure progress beyond GBPUNDESA (2012)
categorizes policy on green economy into four nagproaches: (1) the desired outcome or pathwaythéitype of
policy measure; (iii) the target sectors or typesapital; (iv) a mixed approach adopting a comboraof thesé®.
Also, UNEP (2011), OECD, UN, World Bank (2012); G& Sustainability Panel (2011), Cosbey (2011, 2012
Constanzeet al (2012), UNDESA, UNEP, UNCTAD (2011) and OECD (206Lhdopt the desired outcome or
pathway approach for green economy policies. Adogrdo these studies, policies on green economyt@ige
developed on specific goals. Thus, UNESACAP and®{2012) employ five tracks to demonstrate theirdds
outcome approach to green economy policies:

Track 1: Improving the quality of growth and makiing net growth

Track 2: Changing the invisible structure of tleromy: Closing the gap between economic and
ecological efficiencies

Track 3: Changing the visible structure of the remay: Planning and designing eco-efficient
infrastructure

Track 4: Turning green into a business opportunity

Track 5: Formulating and implementing low-carb@velopment strategies

Therefore, the desired outcome or pathway apprtgheen economy policy would mean that fiscal gotieforms

on renewable energy, climate change and energyigecan be developed based on identified needs r&fgion,
sub-region or a country. In West Africa, the neadriprove citizens’ wellbeing in terms of accesstodern energy
services and renewable energy gave birth to ECOWRASewable Energy Policy (EREP) in 2012. EREP was
developed in response to energy poverty, energyrisgand climate change mitigation in West Afrigeates.

Over a decade, Ghanaian government has made satterapts of reforming policy on Ghana'’s fossilifpgcing
structure. In 2001, the government of Ghana lilisedl fuel prices and an automatic price settinghmaism was
established to link domestic oil prices to inteimaal one<? But the rising global oil prices by the end of 200
exerted pressure on the government such thatdadied the price setting mechanism. Another attevagtmade in
2003 to reintroduce the pricing mechanism but furedes increased by 90 percent and considerabbsyre from

63.67 UNDESA (2012)A Guidebook to the Green Economy: Exploring Greeonémy Policies and International
Experiences with National Strategies.
http://sustainabledevelopment.un.org/index.php?pégev&type=400&nr=634&menu=35.

% Global Sustainability Panel (201Rpsilient People, Resilient Plant: A Future Wortio@sing
http://www.un.org/gsp/

% UNDESA (2012) A Guidebook to the Green EconomyplBring Green Economy Policies and International
Experiences with National Strategies.

6" ECOWAS (2012), ECOWAS Renewable Energy Policy. jAbECOWAS Secretariat

% Klein, et al. (2013). Environmentdfiscal Reforms. Environmental Policy and Sustaiadbévelopment
Germany: Internationale Zusammenarbeit (GIZ) GmbH
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the public influenced the retraction of the pricimgchanism. To address persistent failure in paléfgrms on
fossil-fuel subsidy, a research was carried outthan effect of fossil-fuel subsidy on wellbeing oh#&haians.
Findings revealed that fossil-fuel subsidy promogégressive growth, that is, the wealthier householere
disproportionately benefiting from fuel subsidiean the poor. The finding was used as a campaigmemication
to change public’'s perception on fossil-fuel sulesidand the pricing mechanism was reintroduced. S&vengs
from the subsidies were reinvested in to educafiemoval of primary and secondary school fees andease
infrastructure facility in the health sect8¥).Despite the fiscal reform, rising global oil @i 2007 and 2008 as
well as politics (becoming object of political caaign) led to the abandoning of the pricing mechanis
Nevertheless, based on the framework of EREP, Gisanarrently reforming its fiscal policy on rendvla energy
while Nigeria on Clean Development Mechanism (COibjects in mining, transportation and building.viwer,

it is important to note that the CDM project of Biga can only promote climate change mitigationi¢ivhs one of
the agenda of EREP) and not addressing energy tyoaad security of Nigeria or the entire ECOWAS.ush
performance parameters will have to be developestder to measure performance of each Member StgiEgst
the EREP components over a defined period. Thiseisessary to ensure that various components whieh t
realization of improved access to modern energyices is put in place.

Unlocking Complexes of Fiscal Policy Reformsin Africa

Generally, reforming policy on white paper is ve&gsy but translating the formulated policy intoi@cttremains
cumbersome. Evidently, policy development and @n@ntation is very intricate especially when newicyais
introduced to completely or partially replace thé ones. Therefore, fiscal policy reforms towardseymn economy
needs proper dissection of cost-benefit and trdsiéoforder to avoid a situation of promotinyellow (distorted)
growth A distorted growth promotes regressive growthsitaation whereby the poor bear much burden atpol
reforms while the rich are better off.

Logically, fiscal policy reform involves manipulat government expenditures and revenues in favbwsome
specific areas that present great potentials. Aghan government revenues and expenditures hest dinpacts on
the savings, investments, and expenditures andpufse, overall wellbeing of citizens. The resdlicbanges in
savings, investments and consumption patternginéns [especially if the changes put citizens disadvantage] is
resistance or shifting of loyalty to opposition gps who always criticize government’s agenda armdgjiammes.
Therefore, for a successful fiscal policy reforrawards green economy in Africa, four logical conxele have to
be addressed. These incluglevernance, institutional capacity, public perceps andentrusted interestgFigure
4). These factors have potentials to slow downréadization of inclusive growth in Africa or rendtre reform
exercise futile if they are not properly and lodficanternalized through what can be called established¢hannel
of accomplishmergpecific to an area of concerds established channel of accomplishnmreférs to how previous
reforms have been successfully implemented, hayaiited public acceptance and the impact of poldicgolicy
implementation governancg Ghanaian government was able to successfulbyeiment policy reforms on fossil-
fuel subsidy removal in 2008 after several failt@rapts. However, the politics of the stag@\ernance rendered
the reformed policy futile in 2009 when global piice rose by 90%. The opposition parties turnedsituation to
political campaign for election and the incumbeotvernment was forced to abandon the reformed pélicy
Indisputably, in 2008, the fossil-fuel policy refior was successfully implemented to increase govemhme
contribution Ghanaian well-being but ‘politics bietstate’ (governance) rendered the reform exefaide in 2009.

9 Klein, et al. (2013). Environmentdfiscal Reforms. Environmental Policy and Sustaiadbévelopment
Germany: Internationale Zusammenarbeit (Gl1Z) GmbH

O Klein, et al. (2013). Environmentdfiscal Reforms. Environmental Policy and Sustaiadbévelopment
Germany: Internationale Zusammenarbeit (GIZ) GmbH



24 Oginni / OIDA International Journal of SustairalDevelopment 099(2016)

[

|

: Fiscal Policy
: Reforms
|

|

k
1
1
1
1
1
1
1
1
1
1
1
1

Figure 4: Logical Complexes of Fiscal Policy Reform towaradsemn economy in Africa

The second factor imstitutional capacity This is explained as human and institutional tewaent towards
implementation of fiscal policy reforms on greemmamy. The fiscal policy reforms require traininfgtechnocrats
as well as established institutions so as to ersfficiency and effectiveness during implementatthe reformed
policy. For example, the staff of ministry of fir@nneeds to acquire skills in environmental acdagnwhile staff

of the ministry of environment needs to acquireimum knowledge on environmental economics and lbralso

requires a set of established institutions (a lalgianctional relationship between ministry of firt@ and ministry
environment). The mainstreaming of fiscal polidiesa greening economy in Kenya is done througérlinks of

the two ministries (finance and environmefit).

Also, the third factorpublic perceptionrefers to citizens’ understanding and feelingshefpiolicy reforms. Citizens
are usually attracted to policy reforms which die@ffect their immediate needs. In the Africa tod, a little
change in the financial portfolio of governmentgémms of its revenue and expenditure have shdegtefon their
citizens due to high level of dependence on govemisfor supply of basic necessity as waters, educa
electricity and security. As a result, a succesBfdal policy reform on green economy requiresstdtative and
democratic approach in order to enjoy public acoeqd. In the case of Nigeria, after six monthsahpaign in
favour of fossil-fuel subsidies removal by its gowaent, fuel prices increased by 117% in Janua®y22* The
removal generated lots of resistance from the puhlich that the Nigeria government was forced tluce it to
46% within three week&. Despites intensified efforts of the governmentctmvince citizens of the need to
implement removal of fossil-fuel subsidy, the caigp&ailed to gain Nigerians’ confidence as it wesceived as

"L UNEP, (2011)Towards a Green Economy: Pathways to SustainableBpment and Poverty Eradication
Www.unep.org/greeneconomy
27 Eyraud and Clements (2018oing GreenFinance & Development, IMF. Vol. 49, No. 2.
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discriminatory policy reform against the masses.tl@ncontrary, the Ghanaian government was abthaoge its
citizens’ perceptions on the same issues befavastthwarted by politics of the stdfe.

The fourth factor is what can be calledtrusted interestsThis explains can be explained as targets optiey
reform [what exactly the policy reform is set tdh@we]. In the case of Ghana, government had choig research
and demonstrated that fossil-fuel subsidies didmptove the well-being of Ghanaians and made pabttin about
the outcome before the policy reforms was implemenThus, the policy gained public acceptancehéndase of
Nigeria, the fossil-fuel subsidies removal was iempénted at three critical points which might intkca
discrimination against the masses (1) a period vthere was fuel scarcity, (2) a period when théalgrice of
fossil-fuel was high and (3) a period of economaéedship with records of massive corruption amongegoment
officials. Therefore, success any fiscal policjoren on inclusive growth in Africa depends on theategies
adopted by governments and policymakers in the gemant of the four factors. Governments have toctestnate
exigent need for policy reforms through a cleardfined channel of establishment that is well suieditizens’
aspirations, aversive of political manipulatioriexible, consultative and diplomatic.

Conclusion and Policy Implications

In the recent times, transition to green econonsydexupied international discourse on developmelity Green

economy has been recognized as viable availabl@srteaachieve sustainable development and inclugiowth.

However, the ideal of inclusive growth is not austiw; it requires reforming fiscal policy to so tasaccommodate
a paradigm shift to green investments across nhellipctors. A fiscal policy reform on green econamgxpected
to be broad to cover wide areas of needs, stratggicneet short, medium and long-term needs), blexio

accommodate adjustments and innovations, and dilsive to address the needs of average citizeanscé] this
study examines the state of transition to greeme@mdes in Africa. It dissects policy dilemma sumding fiscal

reforms towards green economy.

Moreover, four logical complexes were identifiedfasdamental to guarantee the successful fiscatyoéforms
on green economy in Africa: institutional capagcipublic perception, entrusted interest and goveseaEach
factor was comparatively analyzed in the light gisBng policy reforms on fossil-fuel subsidy renabwf Nigeria
and Ghana. While the failure of policy reform asdil-fuel subsidy removal in Ghana was attributedstate
politics (governance) and externalities, that ofjéMia was a result of citizens’ loss of confidemtgovernment
programmes and the perception that the policy nefeas discriminatory against the masses. In addifindings
from the state of transition to a green economyfinica reveal great potentials: in the East Afrik@nya takes
leading role; in the Southern Africa, South Afrigad in the West Africa, Ghana. Nevertheless, thasition to
green economy in Africa is mainly financed throdgteign assistances.

African governments and private-enterprises shaydarhead major funding of green economy projedtdew
complementing with foreign aids in order to enssustainability. Governments and policymakers shéeddn how

to identify and define a clear channel of acconmplisnts so that the policy reforms would bridge gapisveen

public policy and citizens’ policy preference. Peoglissection of citizens’ policy preference throwgcoordinated
research and subsequent analysis of cost-benefitdradeoffs could help boost public acceptancemy fiscal

policy reform. Further research is suggested omiipative analysis of the impacts of fiscal poliogforms on

economic development of Ghana, Kenya and Souttc#fri
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