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Ten weeks after the devastating terrorist attack on the 

Westgate Centre, attention is now turning towards Kenya’s 

longer term prospects as an investable country. A veritable 

hub of East Africa, Kenya remains an exciting prospect; 

however recent events give rise to serious concerns. One 

aspect of this relates to security considerations, but 

perhaps the bigger question is how the Kenyatta 

leadership perceives itself in relation to the international 

community, and how this perception is likely to affect 

investment partnerships in the future.   

For traditional western investors the news is unsettling: 

Kenya appears to be repositioning itself at the expense of 

strategic political relationships with the EU and the US. The 

sticking point is the International Criminal Court (ICC) and 

accusations of the Kenyan leadership’s direct involvement 

in post-electoral violence in 2007-2008, which left more 

than 1000 dead. President Kenyatta’s rhetoric lambasting 

the Europeans for their lack of support over the case has, 

according to our sources, been followed by official threats 

to cancel Britain’s contract for military training in Kenya.  

Such a move would have far-reaching consequences for 

the bilateral relationship as well as for Kenya’s own ability 

to handle growing security threats in the country and the 

region.  For western investors, it is not yet clear whether a 

cooling in political relationships will directly affect their 

chances of success, although it does seem apparent that 

Chinese and African investors may find favour over their 

western competitors.  Kenyatta has made explicit 

reference to Kenya opening itself to a new set of partners, 

and one which does not include those former, traditional 

and ‘colonialist’ powers. 

It is now clear that Kenya will seek to make those it feels 

are responsible for the ICC process pay in both political 

and commercial terms.  This new reality is one which 

western businesses should take account of when 

considering entering the Kenyan market.  There is no 

reason yet to assume the political difficulties between 

Kenya and its traditional partners cannot be resolved; but 

the stakes have just become much higher. 

 

Background: Kenyatta and 

Ruto at the ICC 

Both President Kenyatta and Deputy President William Ruto 

are facing trial at the International Criminal Court on 

charges of committing crimes against humanity following 

the 2007 Presidential elections. Ruto and Kenyatta govern 

Kenya as the leaders of a four-party coalition, the Jubilee 

Alliance. 

In the aftermath of Westgate, Ruto was given special 

permission by the ICC to remain in Kenya instead of 

attending his trial. Ruto has now been told he must attend 

the trial at the ICC and he will not be given permission to 

have his proceedings video-linked to Kenya. Kenyatta’s trial 

has been postponed by the Court until February 2014. The 

prosecutors stated that they needed time to examine new 

evidence and were adamant it was not because Kenyatta’s 

Presidential duties, increased since Westgate, should take 

precedent. They argued this reason was insufficient to 

postpone the trial because the defendants knew they would 

have to stand prior to running for election. On 4 December, 

however, the Presidency of the ICC approved a broad series 

of amendments to the Regulations of the Registry, which 

included an amendment that will allow testimony to be 

given via video-link when requested by the Court. It is 

possible that as a result of this amendment, Kenyatta will 

be allowed to give some of his evidence from Kenya. 

Although this represents some ground won by Kenyatta, 

sources advise that the President remains very concerned 

about his trial. He blames the West for cornering him in the 

ICC process and this has polluted his attitude in matters of 

business as well as international relations. There is a sense 

that he feels specifically aggrieved that the ICC process is 

hampering what he sees as his presidential mission – to 

oversee Kenya’s economic take off. 

The discontent within Kenyatta’s circle was reflected in his 

speech at an extraordinary summit of the African Union in 

Addis Ababa on 12 October. Lambasting imperialism has 

always been a familiar response by Kenyan leaders to any 

kind of international criticism, but Kenyatta’s rhetoric was 

regarded by external observers as extreme. 

The threat to cancel the UK’s contract for military training in 

Kenya is symbolic of the current political atmosphere. 

Operating in Kenya could become increasingly difficult for 

western businesses if Kenya’s politicians attempt to apply 

further pressure on western governments by introducing 

restricting measures for western businesses. 
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The impact on Kenya’s 
economy  

Economic Trends 
The Kenyan economy has proved highly resilient throughout 

the ICC trial and the Westgate attack. The Nairobi Stock 

Exchange (‘NSE’) dipped in the days after the Westgate 

attack, but rallied by 2%, nearing the 2013 high within a 

matter of weeks. The fact the attack had such little impact 

on the economy has been put down to investor confidence 

in Kenya’s long-term growth. This rise is said to be driven by 

Kenya’s future prospects, its growing oil sector and the 

poor investment potential of traditional western markets. 

Reports from industry specialists, and the stock market 

itself, support the suggestion that Kenya’s economy is 

resilient to security and political shocks. Crucially the 

Kenyan Shilling has remained stable throughout the 

increasingly overbearing ICC trials and during the Westgate 

attack and its aftermath. This stability highlights the diverse 

nature of Kenya’s economy and generally sound economic 

outlook. Further, an IMF statement released on 2 October, 

a week after the attack, announced the Kenyan stock 

market was performing strongly, and highlighted the influx 

of international companies with regional operations.  

Insurance premiums are set to rise as a result of the attack, 

which has raised the profile of terrorism risk insurance in 

East Africa. A month after the attack, Intra Africa Assurance 

Company Ltd had seen a 20% increase in political risk 

cover, but have only received four Westgate related claims. 

The Managing Director of CIC General Insurance Group, 

Kenneth Kimani, said there has been an increase in 

demand for political risk cover since the attack on 

Westgate. Insurance experts have said the attack could 

cost companies $115 million overall. It is not just terrorism 

insurance premiums that will increase; local insurance 

companies will require reinsurance from international firms 

with the financial capacity to handle these claims, should 

they come in.  

Although Westgate has increased awareness of the risks of 

operating in Kenya, these risks have been evident since at 

least 1998. Companies currently operating in the country 

should continue to assess the risks of operating in Kenya, 

but this latest attack alone is unlikely to deter investors 

from a country with such a strong economic outlook. 

Impact on specific sectors 

Tourism 

The tourism sector accounts for 14% of Kenyan GDP and 

employs 12% of the population. It was affected by the 

Westgate attack, but perhaps not as drastically as some 

expected. Moody’s, the bond credit rating specialist, 

predicts that the drop in tourism will reduce Kenya’s overall 

GDP growth by 0.5%. Any impact from the ICC trial and the 

potential worsening relations between Kenya and the West 

at a political level is yet to be seen, but operators in the 

sector should pay close attention to the situation. 

Kenya’s tourism industry also benefits from its geographic 

diversity. Much of Kenya’s tourism is focused on its game 

reserves and coastal resorts, which bring specific risks. We 

note that prior to Westgate, kidnapping incidents on 

Kenya’s coast, in Lamu and Kiwayu, vastly reduced the 

tourism in coastal areas, as the US and EU governments 

changed their travel advice.  

Information and Communications Technology (ICT) 

Kenya’s communications sector has consistently been a 

strong performer in its economy. Kenya has one of the 

highest internet usage percentages per population in Africa. 

Internet penetration is 41%. 

Kenya’s highly developed mobile money transfer sector is 

and a world leader. 25% of the country’s GDP flows through 

Safaricom’s M-Pesa system, which accounts for 78% of the 

country’s mobile money transfer users. This proficiency in 

ICT provides a sound base for future investment. Vodafone 

owns a 40% share in Safaricom, while other telecoms and 

tech firms operate in Africa from Nairobi, including Nokia 

Bhartei Airtel, Huawei, Google and IBM.  

In January 2013 the Kenyan government introduced the 

mandatory registration of SIM cards on the grounds that it 

would enhance national security by storing the people’s 

details and enabling the trace of those engaged in criminal 

activity. At the beginning of October, the Criminal 

Investigations Department of the Kenyan police and the 

Communications Commission of Kenya (CCK) announced 

they were ”going to take action against vendors and CEOs 

who will be liable for criminal offences committed through 

any unregistered SIM cards on their network.” If found 

guilty of selling unregistered SIM cards, vendors will face a 

KSh300,000 ($3,500) fine, three years imprisonment or in 

some instances, both.  

The SIM registration process has not curbed Kenya’s 

burgeoning ICT sector, however, hundreds of thousands of 

unregistered SIMs were found on Kenya’s mobile operators’ 

networks. This compliance issue could affect future 

operating costs. 

Infrastructure 

The relative liquidity of Kenya’s economy, following the 

influx of foreign investment in the burgeoning hydrocarbon 

sector and the continued IMF involvement has resulted in 

huge infrastructure plans outlined in Kenya Vision 2030 

(Vision 2030). This has the potential to be undermined by a 

breakdown in bilateral relations and any consequential 

negative impact on Kenya’s security. 

The African Development Bank approved a loan of nearly 

$100 million on 30 October to help finance the Thwake 

multi-purpose water development project. The project will 

provide water for consumption, agriculture and hydro-

electric power. This is a key part of Vision 2030 which along 

with other projects will provide and require input from 

construction companies in public-private partnerships. 

Some of the largest projects, including a huge wind farm, 

Africa’s largest, planned for the Turkana region, will require 

expertise from the world’s most proficient companies. It 
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may be difficult for Kenya to avoid the West specifically, 

though turning to China could offset this issue. 

Many of these projects aim at kick-starting the economy 

and better infrastructure will increase the operational 

practicality available to foreign investors. The ICC case and 

Westgate’s aftermath are unlikely to affect the progress 

towards this infrastructural development; however 

increased security risk as a result of the Kenyatta 

leadership’s international relationships may have a larger 

impact. Additionally, Kenyatta’s election victory stemmed 

from his ability to drive Kenya’s economy. Should the ICC 

case against him progress unfavourably, Kenya’s policy 

coherence and unity may be threatened. 

Although Chinese investment, particularly in infrastructure, 

in Africa has been well-publicised, Kenya’s worsening 

relations with the West do not necessarily mean that it will 

embrace China in the way other African states, such as 

Angola, have. Kenyatta, who visited Beijing earlier this year, 

has elicited China’s involvement in the construction and 

funding of the new Mombasa to Nairobi railway announced 

at the end of November, which will cost $13.8 billion. In 

terms of business however, Kenyatta has stated that he 

hopes to take a more African orientated approach. 

The leadership is keen on the idea of an Africa for Africans. 

In early September Nigeria’s President, Goodluck Jonathan, 

led a delegation of Nigerian businessmen including Aliko 

Dangote – Africa’s richest man – for a three-day business 

forum in Nairobi that ended with several deals covering 

trade and investment. Dangote, for example, aims to invest 

$400 million in a cement factory in Ukambane which will 

exploit coal deposits as a power source. Others have picked 

up oil and gas blocks, and there is at least one project to 

establish a lubricants plant in Mombasa. Kenyatta’s goal is 

for Africans to be the first beneficiaries of business deals 

before either the West or Asia. 

Concluding Remarks 
The question of whether Kenya and the African Union will 

accept a guilty ICC verdict against Kenyatta and/or Ruto 

remains unclear. Should they not, business operations with 

the EU and the US, who in 2012 received around 19% of 

Kenya’s exports – over $1.8 billion – would remain in 

jeopardy. The EU and US would implement a policy of 

maintaining only ‘essential contact’ with Kenya which would 

significantly affect business relations and investment. 

However an ICC ruling would not affect Kenya as much as it 

may have in the past: the EU and US received 31% of 

Kenya’s exports in 2010. However the current 19% - $1.8 

billion – would remain a significant loss to Kenya’s already 

negative trade deficit.  

Kenya’s political stability is dependent on the coalition 

between Kenyatta and Ruto. As a key power broker in the 

Kalenjin community, Ruto’s presence in the government 

with Kenyatta, a Kikuyu, means that Kenya’s two most 

populous tribes are represented in the government. The two 

tribes have been in political conflict since the 1980s, so 

this has provided a basis for political stability and given the 

government a strong ruling mandate. If Ruto was to 

disappear from the political spectrum the Jubilee Alliance 

would be at high risk. Tribal alignment in Kenyan politics is 

based on temporary political pragmatism. Different 

alignments in the future, potentially involving the Luo 

community, led by Raila Odinga, could also bring stability. 
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