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reasury seeks to raise money for the
new Constitution by bringing toan

end the era of State corporations

spending on projects of dubious value

Spending by state corporations has been put under a tight leash
in new austerity measures meant to clean up books ahead of
the new constitutional order that will see most parastatals
fragmented Into regional entities under the watch of county
Eovernments.

The measures will require all parastatal spending to be ap-
proved by Treasury, old debis cleared before new ones can be
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- Graft war

offsets oil
price impact
on Shilling

8D CORRESPOMDENT

Rising ol prices in the global econo-
my could depress the shilting further
agninst the dollar, giving exporters
| unopportunity forforeign eochangs
gains that have eluded them in the
recent past,

Markit analysts, however, sald
Eemya's rising credibility in inter
national markets  following the
purge on graft that has seen three
ministers hounded ot of office In
as many months could support the
currency through direct investments
[\ and wd inflows: “0il Imports make
up about 25 per cent of the local dol-
lar dernand, and the rising oil prices
could put pressure on the shilling”
sadd Andrea Balongn, senior trader
it Eenya Commencinl Bank.

Yesterday, the Kenyan shilling
| | weakened ngainst the dollar in re

sponse to the greenback gaining
against other currencles ghobally.

Commercial banks quoted the
shillirg st 81008110 perdoflar, down
from 80.90/81,00 on Tuesday.

puaranteed and asound investment policy put in place to ensuare ‘Traders expect the shilling to trade
the corporations pay dividends and tuees to government and inarange of 80 50-81.30 as the market
salanies toemployees, incloding remitting pension and health retums to normal business

insurance deductions, promptly.

Farastatals will also not be allowed to tnvest in brick and
mgriar - oifice and staff quariers - potentially bringing to an
endeompetition for prime lind for development in urban arcas
i state corporations and the private sector.

Treagury hopes stemming excesses in government corpora-
tions willgenerate part of the Sh8 billion needed to implement
the new congtitution.

“With the edquing of the new constitution the pressure is now
on the expansiomsy facilities to accommodate governments at
the county level and\e cannot afford to waste a single cent.”

B Ensure efficient repayment of loans and |
remittance of dividend payments, tasesand |

Guidelines to State corporations

W State corporation
expenditure for thé coming 2011/12 |

Traders said that in the longrun,
the intensifying waragainst cormap-
thon would lkely boost tmvestor con-
fidence after 4 third mintster was
forced 1o step down on Thesday on
abise of office charges.
{ Adayearier, the Attomey General

hadallowed the Kemya Anti-Cormup-
tion Commission (Kace) to prosecute
Mr Henry Kosgey in a rare rapport
hailed as a hreakthrough inthe fight

to minimise their
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10 per cent on increasedt competition
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Parastatals

casualty

b

‘new

spending rules

wFromPagel to/slow provision of
Asential services and
to reduce refeipts to private sector
players wh rely on pamsiatals for
contracts
fgh the demands for enhanced
accounyibility are likely to curbwanton
expengliture and wastage, there is the
dangyrof slowed services or bureauc-
racy fis everyone attempts to be flaw-
less.] said Joseph Kieyvah,

circular dated Decemnber 15, 2010,

“Treasury will not under normal cir-
cumstances authorise any new offices
orresidential accommeodation project
for any state corporations”

The measures alsoinclude the prep-
aration of detalled project proposals in
consultation with line ministries and
Treasury besides handing in quarterly
updates of financial outcomes to Par-

liament in line with the

an aalyst with the Kenya g Fiscal Management Act
Institute for Public Policy - 2009.
B ik and Analysis Smlﬂwmﬂmﬂ“s The country has a
(Kijppra). must take large number of State
sury.  Permanent debt service eorporations and funds
ectetary Joseph Kinyua whaoge corefunctions e
sald\e@cutives of all state mmm}r volved around correction
corpprationsshouldmini-  obligationsasa  of markets, exploitation
mise ¥pending for 2011/12  fipst charge on their ofsocialand political ob-
finandjial yvear while those Pevariies Jectives, promotion and

with commercial leanings
should Yive within their means, of

fectively \veaning them off Treasury
allocationd

The execytives further have to en-
sure efficlent xepayment of loans and
remittance of iNdend payments, ties
a.mlﬂlaiu!m'nbl s Grrisk btiﬂ,g
denied recommendatjon to Pariiament
forapproval of State gudguntees on new
or local borrowings.

“Treasury will discourags propos-
ils for purchase of new plams and
equipment onless they are absoludsy
essential and the institution can dem-
onstrate that the acquisition will lead
to increased profitability and improved
service delivery” Mr Kinyua said in a

provision of education
and health services and redistribu-
tion of income or develop marginal
Areas.

Most of them have disappointed in
public finance management. leading
to arrears in repayment of loans o
the Treasury and defaulting on local
and forelgn loans guaranteed by the
EVErnment.

Henceforth, Mr Kinyoa said state
corporations must take debt service
and statutory obligations as a first
charge on their revenues and other
incomes. Prof. Kievah, however, said

aAdeyiew was needed on whether par-
affered the best option for de-
livery of someservices.

Finance Ministry PS, Joseph Kinyua

AT TURE, b Y I

“It is probably time that some of
the tasks handled by some of the State
corporations were handed back to the
private sector that hae capacity and
efficient systems.” he said. This could
be more urgent now a5 décisions on
procurement and tendering are ex-
pected to be baek and forth exchang-
esbetween pamstatals, line ministries
and Treasury.

A recent study on State corpor-
Hons found out that the introduction
of cost conirols under the meditm term
expenditure frumework (MTEF) had
negatively affected the implementa-
tion of the sector’s programmes and
projects.

"Sinee the introduction of MTEF
budgetary process, the sector’s budg-
etary allocations have been below the
resource requiremments.” concluded Mz
Esther Njiro of the Kenya Institute Ad-
ministration (KIAYin the study.

Mr Mwau, however, said that the
measures lurgely target non-core
businesses that parastatals engage
in, blowing up budgets and straining
EOVEIMIMEnNt Tesourees.

Treasury will from the new financial
year be required to set aside billions

Shadow of failure accompanies

BY MWALURA KIMANI

Conventional wisdom is that eco-
nomic reforms take a long time to
work.

Thisi=a lesson Finance minister
Uhurm Kenyvatta and others before
him, including Amoes Kimunya and
Simeon Nyachae might hioove found
hard to learn. The three have one
thing in common: thevintroduced a
series of far-reaching ansterity meas-
tires meant tousherin belt-tightening
in the civil service to manage growing
public expenditure.

But it is'the political humbling
thit such announcements hmve
caused the trio that has stoked fresh
questions over the official commit-
ment to the measures and their
implementation. In vet another go

that may test this commitment and
effectiveness, Treasury has rolled out
aslew of tough cost control measires
for State corporationg, It now wants
the parastatals to clear their loans,
remit dividend taves and statutory
obligations or risk losing State gunr-
antees on borrowing,

“Theiden with all these austerity
Imepsures is 1o free resourees for ini-
plementation of the new Constitution
and otheremerging public expend}-
ture needs, " said Financial Secretary
Mutun Kilakn.

In 2000, Mr Eenyatta banned afl
Cabinet ministers, permanent secre-
tartes and other sentior public officials
fromusing more than one official car
and put the engine capacity ceiling
it 1800ce. Severnl ministers initially
refused to surrender their fuel-guz-

Success formula

B These is 50 muich wastags in
aovernment and the [authorities] must
b strict on austerly measures meant to
tame daakages in its clrdes.

zlers, putting W question the suceess
af the pollcy shifts,

When the minister issued the
directive, critice immediately sqid it
would flop, reflecting on the pust: Mr
Nyachae in 1998 nnd Mr Kimunya in
2008, The steps did not bear fruits.

“There is so much wastage in Gov-
ernment and the govermment must be
strict on westerity measures meant to
tame leakiages in its clicles” sald Dr
Charles Otieno, a policy analyst with

of shillings from the national budget
to supply water and electricity, build
roads, and health facilities in Kenyn's
nnder-tleveloped under the new con-
stitutional order,

Itwill have to allocate 0.5 per centof
total national revenues to marginalised
areasevery year and cede st least 15 per
cent of the total national revenues to
the 47 counties every year.

“The cost of setiing up the county
governance structures is huge while a
general election is also coming up in
2012, .. 5o getting finances is a real head-
ache that forees Treasury to move and
clear allinefficiencies that lead to wast-
nge of resowrces.” Prof Kievah sald.

Though the State is yet 1o put a
finger on the estimated cost of estab-
lishing structures for the new county
governments, Finanee ministry Uhu-
i Kenyatta in November last year
wamed that the government would
have to borrow heavily to finance the
devolved svetem.

"There is a big challenge of raising
the required resources without desta-
biliging cur hard won macroeconomic
stability.” he told a donor meeting in
Nairobl.

Mr Kinyua last month revealed that
the country had increased its domesti
borrowing targe! for the curmeatfiscal

year by 14 per cent to 120 billion shil-
lings to fund the implementation of a
nesw constitution.

“We will borrow Sh120 billion as op-
posed o Sh 105 hilllon, which we had
o barrow;” he told Reuters.
“The reasoh the additional nerease
isassociated Ixgely with the requine
ments for the imiNem ntation of the
new constitution.”

Mr Mwau said new powers handed
1o Parliament as well as the public to
scrutinise public budgets had also in-

-

formed the resolution to act tdyeh on
parastatals.

"The shift is now towards acoou ia-
ility and everyone must keep overv N

of expenditure proposals clear and
tifiable. We are not ready to present un
clear proposals that would be rejected
ot ightly. This means everyone must
improve on financial and expenditure
management,” he said.

Article 221 of the new constitution
provides that the cabinel secretary
responsible for finance shall submit
to the National Assembly estimates
of the revenue and expenditure for
the following financial year, at Jeast
twi months: before the end of each
financial year,

The budget will be presented not
Later than April 30 every year to allow
the National Assembly adequate ime
to scrutinise and approve the budge
and allow the funds to be disbursed fn
good Hme.

Inaddition, the article now profides
for recetving of representatiofs and
recommendations from thepiblic by
Acommittes of the Nationagl/Assembly,

This means that the pubfc have a de-
fined avemie foral thelrviewson
government spen

Mr Mwalimy/Mati, the executive
diréctor of gJ6bby-Mars Group lobby
group, bawever said the medsures
spelb out by Treasury agalnst the
prirastatals were unlikely to yield fruit
Dwingmdmpmdnusmmnwm
and graft.

elt-tightening plans

Folity and Policy, a local think-tank.
“As it stands, most might not work
yet they would save this economy a
great deal of the finances it needs”
But even as Kenyn fumbles on the
implementation of sucha policy, oth
eTS Are reaping.

Botswana announced last vearit
had slashed buying of new Stato vehi-
tles by 85 per cent, saving its economy
Shi billion.

But mandaring at Treasory still
wield a defensive tag oven as analysts
poked holes in the plans. “Themeas-
ures have so far been effective. They
hiavie saverd the economy quite a huge
chunk of financial resourees” said Mr
Kilaka without giving figures.

Mr Kenyatta hivd also annommeed
masshve cuts in advertising, telephone
services and travel forministries and

departments. Allocation of purchase
of office furniture and general equip-
mient was to suffer the highest budget
eut, that weonld be sealed down by 80
percent.

Foreign trips

Government advertising wus cut by
60 per cent in the last fiscal year. Goy-
emment offices were also expected to
slash telephone expenses by 40 per
cent, There would be fewer foreign
travels, subsistence and transporta-
tion costs as the Government sought
to cut the expenditure in that item
also by 10 per cent. *Kenya is still
known to send lange delegations
an foreign trips and this should be
stopped.” snid Mr Samuel Ochieng.
the CEQ of Consumer Information
Network, earfier,



