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POSITION PAPER ON WAGE BILL 

1.0 Introduction 

 

The Salaries and Remuneration Commission’s current discussion on combating the increasing 

wage-bill is not only timely but important policy discourse in the country. The debate has further 

been fueled by the recent decision by the President, his Deputy and Cabinet to take a 20 per cent 

pay cut raising pertinent questions on what exactly are the ideal strategies for containing the 

ballooning wage bill in Kenya. Moreover perennial strikes and demand for increased wages 

continue to rock the country with no commensurate increase in productivity. This calls for 

careful look at the management of public finances with a view of enhancing and restoring fiscal 

sustainability and directing more resources toward pro-poor and pro-growth expenditures, both 

of which are pillars of poverty reduction and growth strategy. 

Indeed the country’s current wage bill is neither affordable nor sustainable given the current 

economic situation.  This circumstance is not different in most countries in Sub-Saharan Africa. 

A survey by both the International Monetary Fund (IMF) and the World Bank in 2010 found that 

41 African countries spent an average of 30.4 percent of their expenditure on wages, salaries and 

other benefits, while 27 countries in the European Union allocated an average of 15.9 percent.  

The wage bill is just but a component of the bigger challenge of public finance management 

failures in Kenya. Inherent to root causes is the lack of the necessary policy framework, failure to 

rationalize other recurrent expenditures, misappropriation of funds and resources, mismatch in 

professional custodianship and misplaced priorities among others.  Hence, a comprehensive, 

deeper and critical look at the subject is necessary.   

 

2.0 Wage Bill Facts 

Numerous reports on the public sector wage bill indicate that in 1990, the wage bill as a 

percentage of the Gross Domestic Product (GDP) was about 9 per cent. Currently, the figure has 

risen steadily to 12 percent against the recommended 7 percent. At Ksh.457.5 billion in 2012/13 

financial year, the wage bill stands at 30.2 per cent of the total budget and together with Pensions 

for the retired public workers, the government’s salary bill shoots to KSh. 543.7Billion or 54% 

of all government revenues.  

With the implementation of the constitution, especially the creation and functioning of new 

structures both at the County and National level and without corresponding increase in the 

economy, the figure is bound to increase in the long run. The pertinent question we need to ask is 

what is the impact of the huge bill to the nation’s fiscal health? 

The wage bill has been increasing at an average rate of 21 percent over the last three years with 

the last fiscal year growing by a staggering 34 percent. This is against the civil service 
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production levels of as low as 30 percent implying that it takes three civil servants in Kenya to 

do what one could have done under normal circumstances.  The statistics further reveal that the 

wage gap between the best paid public official and the least is 120 times different. This makes 

Kenya one of the most unequal labor forces globally.  

The allowances being paid to especially the senior cadre of public service including parliament is 

several times higher than the basic salary on a monthly basis. This too stretches the wage bill to 

significantly higher levels.  

3.0 Implications of increasing Wage Bill to the National and county Economy 

 

It has been observed by the International Monetary Fund that one of the key contributors to the 

increase of the wage bill in Kenya was the abandonment of wage guidelines in 1994. The 1994 

guideline envisaged that productivity would become the primary criteria for wage increases. To 

this end, a National Productivity Center was to be established. However, the Center was not 

constituted leaving the wage awards to be set as a result of bargains between the government and 

powerful lobby groups and trade unions, without due regard to the cost of living or productivity 

changes the results of which led to un-uniform salaries within the public sector.  

To begin with, a huge wage bill is a threat to sustainable government expenditure. It will be 

difficult to realize the fiscal responsibility principle related to the percentage of development to 

recurrent expenditure. The Public Finance Management Act 2012 provides that a minimum of 

30% be allocated to development expenditure in the medium-term. This applies to both the 

national and county governments. Given the above statics, the country is almost operating at an 

inverse condition where recurrent expenditure account for 70 percent of the national budget 

against 30 percent of development.  This actually condemns the future generations to debt 

repayment.   

Further, a large wage bill will be a serious threat to the realization of Vision 2030, particularly 

the flagship projects that require significant resource commitment and funding. Other negative 

effects of the wage bill include unsustainable public debt that currently stands at Ksh.1.8 trillion 

and lack of competitiveness of the economy. 

In summary, rising wage bill compromises economic health of Kenya by increases inflationary 

and financial risks and hence limits chances for the economy to generate jobs for the ever 

increasing number of unemployed youth.  

4.0 Recommendations 

In the above situation, , it is our considered opinion that the following recommendations 

contribute the ongoing discussion on maintenance of a manageable wage bill:  
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a) A major contributor of the rising wage bill is lack of a clear policy or guidelines on the 

wage structure. While some of these increases may have been justified, they were granted 

without a systematic evaluation of their economic effects and with no set performance 

criteria. At the same time, the majority of civil servants have not received a major 

adjustment since the last public wage review in 1997. As a consequence, major 

dislocations in the wage structure have emerged, characterized by significant differences 

in the pay scales of public servants, as well as extremely high pay for top officials and 

executives and under compensation for the middle cadres 

The wage policy should be guided by the broad objective to rationalize remuneration, 

establish the appropriate benchmarks for reviewing and setting wages. All these would 

ensure that the public sector is not only able to pay adequate remuneration but that it is 

also a fair payer in relation to the work accomplished throughout its departments and 

agencies. Further, a comprehensive and effective wage policy that will govern the review 

and setting of public sector salaries and remuneration.This is important for sustainable 

growth and development. 

b) The most glaring phenomenon on public wage system is that the sheer disparity of wages 

in the public service which is largely eschewed towards the middle and top managers. We 

need interventions to bridge the gap to entrench fairness and achieve desired level of 

commitment to public service by all civil servants. The pay structure must be 

commensurate with the costs of living index. This will help the government deal with 

ethical related concerns with public procurement, where it has been demonstrated that we 

lose about one third of the budget. 

c) SRC should develop objective criteria for the regular review and setting of salaries in the 

public sector. This will ensure that the wage bill is contained in the long-run. This will 

also entail the effective implementation of Article 77 of the constitution that restricts 

activities of state officers, particularly engagement in gainful employment that hampers 

their commitment and productivity in the public sector. 

d) Another significant factor in the maintenance of a manageable wage bill will involve the 

rationalization and reductions of the arbitrary allowances and fringe benefits that are paid 

to employees of the public sector. This can be done by paying a consolidated salary. The 

sundry allowances and claims constitute a bigger fraction of the wage bill than the basic 

salaries.  It is only in the mainstream public service that one can draw different 

allowances for performing other tasks that comes with the position held. We need to 

think a consolidated pay structure to manage the discretionary tendencies of 

administering such resulting allowances and other related payments. 

e) The sheer size of the public service is a matter that will also need redress. We are of the 

opinion that rationalization of public service as a means of managing the wage bill in 
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inevitable. In implementing public service staff rationalization, it is important that the 

process is performance based rather than making it voluntary. By this approach, the 

process to weed out the less productive part of the workforce and leave the public service 

with staff whose commitment to service delivery is unquestioned.  

f) Through automation of basic services, the Government can achieve some efficiency in 

service delivery. The benefit is less reliance on direct human intervention for procedural 

tasks. This will further have ripple effect in enhancing innovation and competitiveness of 

the country. 

g) Adoption of green strategies is imperative in enhancing efficiency in the use of public 

resources and reducing consumption and waste. Re-use what can be re-used, Recycling of 

products and energy conservation efforts will aid significantly in cutting the costs.    

h) We have the public sector concentrating on activities that it has comparative advantage 

over. For the activities that the government may not enjoy comparative advantage, out-

sourcing may be a way out to dealing with what can now be termed as the unproductive 

part of its labour force. Alongside the policy to out-source, it should be adopted as a 

condition to the sub-contracting agreement, taking up part of the public service that was 

initially responsible for that service. The private sector has demonstrated significant 

amount of success in transforming what would pass for an inefficient workforce to a 

vibrant and effective one. There are to result, definite cost savings by the approach of 

out-sourcing.  

i) Last but not least it is imperative to consider other short term but necessary options such 

as tightening the link between pay and performance through institutionalization of 

performance contracting, cleaning and strengthening payroll systems both at the national 

and county levels.  
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