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REQUEST FOR WRITTEN SUBMISSIONS ON THE DRAFT PUBLIC SECTOR
REMUNERATION AND BENEFITS POLICY (2021)

The Salaries and Remuneration Commission (SRC) is stablished under Article 230 of the
Constitution of Kenya, 2010. Article 230 (4) of the Constitution gives the Commission
powers and functions to set and regularly review the remuneration and benefits of State
officers; and to advise the national and county governments on the remuneration and
benefits of other public officers.

Article 230 (5) of the Constitution and Section 12 (1) of the SRC Act, 2011 specifies
remuneration and benefits principles upon which SRC reviews and sets remuneration and
benefits for state officers and advises on remuneration and benefits for other public
officers at the national and county governments. The constitution and legal provisions,
therefore, give SRC authority to develop the Public Sector Remuneration and Benefits
(PSRB) policy to operationalize the remuneration and benefits principles.

The draft policy is a revision of the 2015 PSRB policy and in fulfilment of the 8% Summit
Resolutions of the National Wage Bill Conference. Subsequently, pursuant to Articles 10
and 232 of the Constitution of Kenya 2010, the Commission is seeking views on the draft
Policy from stakeholders.

The Commission is therefore, inviting your institution to provide written submissions on
the enclosed draft Public Sector Remuneration and Benefits Policy, 2021. The Policy can
also be accessed on the SRC website through the following link:
https://src.go.ke/resource-centre/policies-quideline/ The submissions should be
addressed to the Commission Secretary, and sent through the following email address:
remuneration@src.go.ke, so as to be received by Monday, 14" June 2021.

The Commission appreciates your continued support as it executes its mandate.

Yo

Mrs. Anne R. Gitau, MBS
COMMISSION SECRETARY/CEO
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GLOSSARY OF TERMS
Benefits generally refer to in-kind compensation, such as housing, leave, transportation, medical

treatment, etc.

Cost of living adjustment (COLA) refers to periodic increase in wages or salaries, to cushion
against loss in purchasing power of money due to inflation.

Pay constitutes all remuneration, allowances and other benefits paid to an employee. However,
in this document, pay and remuneration are used interchangeably.

Public Sector refers to institutions that are predominantly funded from public resguyees,
including the exchequer account(s) of the Government of Kenya. The public sector engémpasses
institutions owned or predominantly controlled by the national and county governmepfs,including
commercial and service State corporations. Q

Public Service refers to the institutions and organisations in the Public Se@p that have been
established to support the functioning of both National and county gov%g nts.

Public sector employers refer to Ministries, Departments, Aggaé%ﬁ, county governments,
constitutional commissions, independent offices, and state corpor@}t/i ns.

Remuneration comprises monetary payments in form of sa@:ies and allowances. However, in
common language, remuneration and salary are used intefﬁhangeably.

State officer is defined in the Constitution of Ke@%om as those occupying the following
officers: the President, Deputy President, Cabinet@ecretary, Member of Parliament, Judges and
Magistrates, member of a commission to which:Chapter Fifteen applies, holder of an independent
office to which Chapter Fifteen applies, &er of a county assembly, governor or deputy
governor of a county, or other member of the executive committee of a county government,
Attorney-General, Director of Publi éﬁgosecutions, Secretary to the Cabinet, Principal Secretary,
Chief of the Kenya Defence F cé{ commander of a service of the Kenya Defence Forces,
Director-General of the NationalsIntelligence Service, Inspector-General and Deputy Inspectors-
General of the National Pg%@ ervice, or an office established and designated as a State office
by national legislation SCO #2010, p.297-298).

%

Public officer, %s;ﬁsed in this document, refers to employees in the public sector who are not
in the categorwjg»é State officer, as defined above.

Wage B'l[%@mprises: (a) the regular payroll expenditures such as: basic salary, house allowance,
and %sz ther allowances payable to public servants; and (b) other personnel-related
expénditures, which are not paid on a regular basis, such as fees, commissions and honoraria,
refund of medical expenses, and other compensation for benefits, which may be paid in-kind.

SRC and Commission: For the purpose of this policy, ‘SRC’ and ‘Commission’ are used
interchangeably and mean the same thing.
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1 BACKGROUND
1.1 Preamble

The Salaries and Remuneration Commission (SRC) is established by Article 230 of the Constitution
of Kenya, 2010, and is mandated to set and regularly review the remuneration and benefits of
State officers, and to advice on the remuneration and benefits of all other public officers. The
advice of the Commission is a mandatory prerequisite in the determination of remuneration and
benefits for all public officers, as provided through the legal interpretation of Article 259(11) of
the constitution. év

In discharging its mandate, SRC is guided by the constitutional principles set out in A@é@,ﬂO(S)
of the constitution, and Section 12 of SRC Act, 2011. %},

1) The constitutional principles are: ;{y
a) The need to ensure that the total public compensation bill is{}fgéélly sustainable;

b) The need to ensure that the public services are able to aftract and retain the skills
required to execute their functions; ﬁ%w

c) The need to recognise productivity and perforgnc + and
d) Transparency and fairness. f‘iy

2) Statutory requirement: Equal remuneration t%g’é;b%s for work of equal value as required
by Section 12 of SRC Act, 2011. %

Fod

This policy is a revision of the 2015 Public Sector Remuneration and Benefits (PSRB) Policy. The
Policy elaborates the principles tha@}?ﬁ’ern determination of remuneration and benefits, together
with presenting the Policy objecff\ges on public sector remuneration.

Thus, the overall objectiv%,@g PSRB Policy 2021 (hereby also referred as Policy) is to enhance
affordability and fiscal sustainability of the public sector wage bill, and in tandem, attract and
retain requisite skill§?;achieve transparency, recognise performance and productivity, and
enhance fairness equity of the public service remuneration and benefits system.

1.2 Rationale and objective

1.3 Scope

The P R{épolicy 2021 is applicable to all public and state officers and public sector institutions at
bo e national and county governments.

Aﬁublic sector institutions shall be expected to comply with advisories issued by SRC, pursuant
to the legal interpretation of Article 259(11) of the constitution.

1.4 Policy development process.
Preparation of this Policy has entailed the following steps:

1. Collection and review of a wide range of relevant data and documents on public sector
management issues and policies, and relevant international knowledge and good practices.
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This includes the following: The Kenya Vision 2030 A globally competitive and prosperous
Kenya; Constitution of Kenya, 2010; SRC Act, 2011; Pay policy for the Public Service; A
Report on the Study of Public Private Sector Wage Differentials in Kenya; Public Sector
Remuneration and Benefits Policy (2015); draft Allowances and Benefits Implementation
guidelines for the public sector; draft Remuneration Guidelines for the public sector; draft
Framework for performance and productivity measurement;

a) Consultations by way of key informants interviews and discussions with representatives of
public sector employers and public sector management, and other Human Resoukces
Management (HRM) oversight institutions, including Public Service Commission ),
Teachers Service Commission (TSC), National Police Service Commission (NP éa, tate
Corporations Advisory Committee (SCAC), Parliamentary Service Commission COM),
Judicial Service Commission (JSC), Ministry of Public Service and Gender G), County
Public Service Boards (CPSBs) and County Assemblies Service Boards (C :

b) Development of a framework paper that contains comprehensive backgrf rid information and
analysis of problems and issues, which inform the objectives an@asures laid out in this

Policy; and finally Q’g{?}, '

c) Preparation of this Policy.

1.5 Legal Framework A

>

SRC is established under Article 230 of the constitl{a%?Article 230(4) of the constitution gives
SRC powers and functions to set and regularly r@j the remuneration and benefits of State
officers; and to advise the national and county governments on the remuneration and benefits

of other public officers. Q

Article 230(5) of the constitution, and Section 12(1) of SRC Act, 2011, specifies remuneration
and benefits principles upon whic(fj§ [C reviews and sets remuneration and benefits for State
officers and advises on remuneﬁjﬂon and benefits for other State officers at the national and
county governments. The K‘sﬁtution and legal provisions, therefore, give SRC authority to
develop the PSRB Policy té%)perationalise the remuneration and benefits principles.

%
&
,{;ﬁé&
,%_&,
<
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2 SITUATION ANALYSIS
2.1 Introduction

The effective management of the public sector wage bill is imperative for the achievement of the
national development goals. More effort is required to address the challenges related to the size
and trajectory of the wage bill; remuneration structures; allowances and non-salary benefits;
labour relations; rewarding of performance and productivity; collective bargaining and labour
relations; attraction and retention of requisite skills; pension and other post-employment
benefits; annual salary adjustments; equity and fairness.

Over the years, the environment for policy-making and implementation of pu Iféysector
remuneration and benefits policies, has improved and stabilised. This includes; improved wage
bill to revenue and to GDP ratios, enhanced equity and fairness, high employ ention rate,
increased knowledge on the provisions of the Public Finance Management (PFM) Act 2012 and
the law with regard to wage bill management; improved negotiating enviréngiient for partners in
labour relations; and commitment of public service managemenétitutions to improved
performance and productivity of public service employees. &gyy '

2.2 The Problem Q

The government’s pursuit of the objectives and principles, that underlie the constitutional and
statutory provisions for determination of public sectgu(f;e uneration and benefits has scope for
improvement to achieve an efficient employee co;gge‘ﬁsation system.

An efficient employees’ compensation systenkggs the following generally accepted attributes:

a) Affordable by the employer: The @oyer can meet the payroll costs on a regular basis
and the costs are commensurate with production, rather than being disruptive;

=

b) Certainty to the employeesﬁ;he remuneration and benefits that the employees regularly

expect from the employer %ﬁpeciﬁed times are clear;

c) Competitive in thel our market: The system enables the employer to attract and retain

personnel with required’competencies;

d) Satisfying to ,té@employees: The employees take the remuneration and benefits to be
commensu%t%p/vith their roles, functions and responsibilities. Therefore, an employee’s pay
should at ledst cover the cost of living, measured as the median value of goods and services

for g@ﬁ@%r family;

e) Md&i ates productivity and performance by the employees: The remuneration and
yenefits system has rewards and sanctions for meeting or exceeding employer expectations
of productivity and performance in a given time period; '

f) Fairness and equity in the perception of the employees: The employees have
information that makes them believe that the employer does not practice discrimination in
remuneration and benefits awards;

g) Cost of living adjustment: The employees are cushioned against loss of purchasing power
arising from erosion in the real value of their remuneration and benefits packages;

h) Opportunities for professional development and career progression: The employees
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benefit from opportunities for personal development, including enhanced competencies and
promotions;

i) Adequacy of post-employment benefits: The employees have a degree of confidence
that they can still afford a decent life following exit from employment; and

j) Aligned to the employers’ (organisational) strategy: A remuneration and benefits sub-
system is integral to an organisation’s human capital management strategy. Since human
capital is the most defining feature of an organisation’s strategy, the remuneration and
benefits policy must always be aligned to the organisation’s strategy.

A critical review of the current public service remuneration and benefits system ha ’l’aentiﬁed
policy gaps and issues to be addressed, in pursuit of the remuneration and benefi iticiples as
set out in the constitution and the SRC Act. /{;lg

The policy gaps and issues to be addressed by this Policy, as briefly d e;%éd below, fall under
the following themes: %?

a) Size and trajectory of the wage bill;

2.3 Policy gaps and issues

b) Equity and fairness; @Q
c) Allowances and non-salary benefits; ”‘9

d) Performance and productivity manage

e) Collective bargaining and labour rejations;

f) Attracting and retaining requis'teigkllls;

g) Affordable annual salary adjustments;

h) Pension and other po Qmployment benefits;

i) Compliance with i C-advisories and guidelines; and

j) Mitigating polif%al economy risks inherent in the management of public sector
remunerau% and benefits.

2.3.1 Size al;!%{;?ajectory of the wage bill

The publigssector wage bill, as a proportion of the Gross Domestic Product (GDP) and ordinary
reven%;%a appreciably improved since 2014. The wage bill to GDP ratio improved from 9.6 per
cent£0:GDP in the financial year (FY) 2014/2015 to 8.3 per cent in FY 2019/2020 while wage bill
tar"ardinary revenue improved from 54.1 per cent in FY 2014/2015 to 51.7 per cent in FY
2019/2020. However, this is still below the target of 7.5 percent to GDP and 35 percent to
ordinary revenue. The projected decline in GDP and revenue growth as a result of the Covid-19
pandemic in the short term will negatively impact on these wage bill ratios.

Steady and sustainable progress towards the goal of a wage bill that is affordable, fiscally
sustainable and consistent with adequate public investment for growth will be achieved only if:

a) There is strategic and effective planning and budgeting for public sector employment. The
current strong demand for increased staff for service delivery beyond what is consistent
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with an affordable and sustainable wage bill is likely to persist well beyond the medium
term. Therefore, strategic prioritisation of new recruitment into the public service, at both
levels of government, will be critical; and

b) Public sector employers exercise effective establishment and payroll controls.

Affordability and fiscal sustainability of the public sector wage bill shall be achieved through
a collaborative effort of all public sector employers and other stakeholders with a view to
guiding and controlling adjustments to numbers and remuneration and benefits of public
sector employees at both organizational and individual levels.

2.3.2 Equity and fairness ’%»@

The Kenya public service remuneration and benefits system operates with mul%?i@%structures,
which to a large degree underlie the disparities in remuneration and benefits among employees
of matching competencies and workload across the public sector. In 20%,;5 C established a
unified remuneration and benefits structure for State officers in the threg:arms of government at
both the national and county levels. However, across the public ﬁr there are divergent
remuneration and benefits structures for public officers outside th@téte officers’ category.

These include:
a) Structures differ across the three arms of governmeQE éﬁjd State corporations;

b) In county governments, there exists three remuneﬁ,ﬁion and benefits structures arising from
employees engaged from the defunct local %fhorities, those seconded from the national
government, and those recruited by coun%io ernments; and

c) Disharmony in remuneration and b structures arising from the proliferation of
allowances and other non-salary benefits, resulting in inequities in gross pay.

Pursuant to Section 11(e) of S%%@g,y 2011, SRC set a four-year review cycle of remuneration

and benéefits in the public sec;eg} o0 inform the remuneration review cycles, SRC undertakes job

evaluation to establish the@l tive worth of jobs in the public sector and salary surveys to

determine the monetary ﬁarth of jobs in the public sector.

In this regard: %%

The Commissief} shall endeavour to establish and maintain equity and fairness in remuneration
and benefits in the public sector by establishing the worth of every job together with establishing
a frameworkK for harmonisation of remuneration and benefits.

2.3%%Iowances and non-salary benefits

F{g;‘ew of allowances in the public sector has been done progressively to address inequities,
unfairness and distortions in remuneration and benefits. In 2019, SRC undertook a Study on
Allowances Payable in the Public Service. The study identified 247 allowances paid to public
officers and which account for 48 per cent of the total wage bill. SRC has identified policy issues
and challenges in public sector allowances and benefits in the following respects:

a) Uncontrolled awards and adjustments in allowances and benefits exacerbate the challenge of
affordability and fiscal sustainability within an environment of fiscal and revenue constraints;
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b) The proportion of allowances to the gross salary ranges from 43 per cent to 259 per cent
across sub-sectors in the public sector. A high percentage of allowances to the gross salary
and the wide range in percentage to gross salary leads to distortions in remuneration, inequity
and unfairness in pay;

c) Distortions and unpredictability in the pay package arising from some allowances being paid
as a percentage of basic salary, while others are paid in absolute amounts;

d) Payment of allowances for purposes that are already compensated for in the relative worth
of a job and/or whose purpose overlaps with that of the basic salary, results in le
compensation; /{y

e) Absence of standardisation and categorisation of allowances payable in the.public sector
obscures clarity and hinders flexibility in purpose for paying aIIowa&cj@;, or varying
circumstances; C/

f) Allowances meant to facilitate staff to deliver services have taken a A}merative dimension.
This has resulted in motivation for arbitrage opportunities by publi€iofficers by increasing the
frequency for payment and application, against the principl "{:Q’f" prudent management of
public resources in line with Article 201 of the constitution and*PFM Act, 2012.

g) Varying justification and eligibility criteria for some all aqées and benefits across the public
sector institutions, leading to inequality. In some,'ﬁ;ﬁbances, the purpose for which some
allowances and benefits are paid are similar and@fé@dundant; and

h) There are varying definitions of pensionable%lary among public sector institutions. As a
result, the salary used to calculate pension@as been a major source of disparity in the scheme
funding levels since some schemes fa,q%ni some allowances in determination of pensionable
remuneration.

SRC shall develop and issue an Akj@v%nces and Benefits Policy and Implementation Guidelines

for the public sector. &;}

@

2.3.4 Implementing pézformance and productivity management

Measurement of p%%’@nance and productivity in the public sector has evolved despite strong
resistance and implémentation challenges. SRC is required to recognise and reward performance
and productiv@ in pay determination. However, currently public sector performance
management systems are fragmented and not focused on productivity. A performance
contractf@g “system is common in public sector institutions, but there is no effective
imp A;%tation in most of the institutions. Due to technical challenges entailed in design and
i mentation of a robust performance management system, the systems in use are often
underdeveloped. ’

They do not:
a) Encompass productivity assessments;
b) Cater for all categories of employees; and
¢) Link reward to performance and productivity.

There are also challenges in harmonising performance and productivity management systems
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and practice across the public sector organisations. In the latter context, it is noteworthy that
the MPSY&GA has embarked on the formulation of a national integrated performance
management policy.

To overcome the complexities and challenges associated with the institutionalisation of
performance and productivity management, SRC will develop a framework for rewarding
performance and productivity to operationalize the principle of recognising and rewarding
productivity and performance.

2.3.5 Collective bargaining and labour relations {:}%
vléyissued

To bring some order in the public service labour relations environment, in 2012 6‘%
guidelines and a framework on the determination and review of remuneration in t blic sector.
Further, in 2019, SRC issued revised guidelines on collective bargaining ir}%tﬁ.;%ﬁublic sector,
which outlines principles to be followed in Collective Bargaining Negotiations {GBNs). Prior to the
establishment of SRC, collective bargaining negotiations in the public sé';t r were fragmented,
and involved trade unions, public sector employers and the gov rﬁ%e’nt. Labour unrests by
unionised public sector employees were frequent. It has beenéq% mated that Kenya lost an
average of 3.5 million workdays per year in 2010-2018 due tq labour unrests, translating to an
aggregate loss of Ksh. 48.5 billion in forgone output. /(y

Still, there are significant challenges in CBNs, includin%;}}
S,

a) Pressure from trade unions and interested- Pties to review remuneration and benefits
outside constitutional and statutory principles of pay determination;

b) Labour unrests pushing employers, arid”SRC to negotiate under unfavourable conditions

of extreme pressure; "%

c) Lack of, delay or inadequaté‘:(information from public sector employers to enable SRC
provide advice; A}!

d) Lack of capacity fromyemmiployers to effectively negotiate with trade unions;

e) Collusion betweenagade unions and institutions” management staff during negotiations;

f) Where a traqg,%ﬁion and employer negotiate and agree outside the advisory provided by

SRC; an
g) Political interference, where pronouncements are made on remunerative issues before
as advised.

The@mission shall ensure that collective bargaining agreements and revision of remuneration
afd;Benefits in the public sector are in line with the remuneration and benefits principles..

2.3.6 Attracting and retaining requisite skills

Remuneration relativities and differentials between the public and private sector have significant
implications on talent mobility in the labour market. The government has progressively improved
its remuneration and benefits structures to attract and retain requisite skills. A study
commissioned by SRC in 2018 shows that there is retention of 95 per cent of employees within
the public sector. In a salary survey conducted by SRC in 2020, only 1 per cent of employees
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changing jobs exited the public sector.

There is evidence that, with exception of highly technical and professional jobs where the
government has to compete with the private sector, the public sector has become the employer
of choice in Kenya. Therefore, the policy challenge is to ensure that the public sector remains an
employer of choice and continues to attract and retain highly technical and professional skills.

The other policy challenge is to ensure that there are no significant wage differentials between
the public and private sectors to act as incentives for volatility in labour mobility and distribution,
which may mis-allocate skills to sectors where productivity of the skills may be sub-optimal.

In this regard:

%
The Commission shall ensure that remuneration in the public sector enableiﬁfgﬁtion and

retention of requisite skills and that there are no significant wage differentials¢within the public
sector and between the public and private sectors to act as incentives agai @,v latility in labour
mobility and distribution, which may mis-allocate skills to sectors wher%agﬁductivity of the skills
may be sub-optimal. 4%.,

Q¥

An efficient remuneration and benefits system encompassé%, cost-of-living adjustment (COLA)
element, so that employees are cushioned from loss of, asing power arising from erosion in
the real value of their remuneration and benefits p‘g%) es. This is a common practice globally
in the public sector. @

Kenya's public sector employees receive saIaQwincrements that mitigate the adverse impact of
inflationary loss of purchasing power, in %Q?)Ilowing three ways:

2.3.7 Affordable annual salary adjustments

a) Annual notch increment ggg promotions built into salary structures and schemes of

service; )

b) Negotiated COLA f@t};%ﬁlic employees covered by CBAs; and
c) Salary structure%@at reflect both job evaluation and labour market trends.
These adjustments p@ent the following policy gaps:

a) Negot&ﬁt%’pay increases with trade unions does not take into account the notch
inc@ent resulting in pay increase above COLA and above pay increment for other
@ployees in the same institution; and

,féz Pay review is not linked to performance and productivity.
I@% regard:

To ensure affordability of annual salary adjustments, SRC shall issue remuneration guidelines for
the public sector.

2.3.8 Pension and other post-employment benefits

The rapid growth of the Kenya public sector pension bill has been a fiscal concern for more than
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a decade. In 2012, with the enactment of the Public Service Superannuation Scheme (PSSS) Act,
2012, the government moved to shift from the "Pay as We Go" (unfunded) scheme to a
contributory scheme for a section of employees in the public sector.

The absence of a policy framework to guide management and structuring of retirement benefits
in the public sector has led to a rising pension bill and disparities in pension benefits.

Among the common factors underlying the rising pension bill and inequity are:

a) Non-contributory retirement benefits schemes;

b) Varying scheme designs, where some public sector institutions operate Defined @ﬁt
(DB) Schemes, while others operate Defined Contribution Schemes;

c) Benefits provided under the various retirement benefits arrangements are c&ggg’rate with
some public officers receiving enhanced benefits, which provide for both é@son and non-
pension benefits; {:j@’

d) Levels of contributions vary from one State agency to another;

e) The definition of pensionable emoluments and salary differs aﬁ?g the public sector and
is based on the rules of the respective retirement benefi emes. Some institutions
include, allowances in the calculation of pension, while othé% ase pension on basic salary
alone; '

f) The eligibility criteria are State-agency specific, thus%;eating disparities in benefits access;
and 5

g) The pension formula (accrual rate) used to eéjﬁ?ate pension for public officers under DB

schemes differ.
2

The Commission shall collaborate with the National Treasury and Planning (NT&P) and other
stakeholders in implementation f*ﬁ?é Eighth Summit resolutions on the development of a
National Pension Policy. In partf'@glar, SRC shall review and harmonise all laws, regulations and
policies governing post-emplo m%ent benefits in the public sector (i.e. pensions, provident funds,
gratuities, etc.). SRC shal@ %0 lead in the development of a retirement benefits policy for the
public sector to a;ég?s the consolidation and harmonisation of the public sector pension

In this regard:

schemes in the natignal and county governments.
2.3.9 Compli@%e with SRC advisories and guidelines

Article 239(%}) of the constitution, and SRC Act, 2011, mandates SRC to inquire into and advice
on the s’éi(}ries and remuneration to be paid out of public funds, and keep under review all matters
relating to the salaries and remuneration of public officers. Regular compliance checks have
efabled SRC to build partnerships and synergies with stakeholders, while improving
implementation of advisories on remuneration and benefits. However, SRC has experienced less
than full compliance by public sector employer institutions with its advisories and guidelines on
remuneration and benefits.

Public sector employers have an obligation to ensure compliance with SRC advisories and
guidelines. Therefore, SRC shall enhance compliance of its advisories and guidelines by public
service employers by conducting regular compliance checks.
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In this regards:

The Commission shall ensure enhanced compliance by public sector employers with advisories
and guidelines issued by SRC.

2.3.10 Mitigating political economy risks inherent in the management of public
sector remuneration and benefits

Many stakeholders in the public sector remuneration and benefits policy decisions (including
employers, employees, trade unions, political leaders, media and the public) are incli to
introduce a game of winners and losers in their advocacy and assessment of the poliggﬁ Cisions
taken by SRC. It is in the latter context that stakeholders often invoke political poﬁ%er influence
in pursuit of comparatively undeserved and unfair remuneration and benefits. &y

Further, some stakeholders have persistently expressed their discomfort e harmonisation,
regulatory and wage bill control functions performed by SRC. These po{@ economy dynamics
pose risks to smooth, timely and sustained implementation of the P{@B Policy. It is therefore
important that there is mitigation of these risks. An important pIanl%’ that mitigation is alignment
of the PSRB Policy decisions with higher national development goals. This is implied in the first
constitutional principle on determination of remuneratiQy nd benefits, that is, ensuring
affordability and fiscal sustainability of the wage bill.

In this regard: &3

PSRB Policy decisions will be aligned to the national development strategy in order to mitigate
risks inherent in political economy dynamicﬁi@at undermine the implementation and sustaining

of PSRB Policy. «;Q}

2%
N
Q@
,@é
{:}@7&
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3 PUBLIC SECTOR REMUNERATION AND BENEFITS POLICY OBJECTIVES

3.1 Introduction

The Policy objectives presented here derive from the issues that can be addressed in the short
to medium term. The objectives are guided and driven primarily by the principles for
determination of public sector remuneration and benefits as stipulated in Article 230 and SRC
Act, 2011. Thus, in the implementation of this Policy, public sector institutions will observe the
following seven key principles in both formulation of all decisions and proposals, %gd
determination of remuneration and benefits: O

a) Affordability and sustainability of the public sector wage bill: This princiﬁl} ensures
that aggregate remuneration and benefits are within the planned public %r resource
envelope in both short and long-term perspective. To ensure compliance,with'this principle,
SRC must ensure that remuneration and benefits awards across the Ei;é public sector do
not exceed what is stated in the PFM Act and Regulations. Then, the@ﬁ;g bill is kept in check
and its future fiscal sustainability is planned;

b) Attraction and retention of requisite skills: This principleﬁnderscore competitiveness of
the remuneration and benefits for the job competenci nd responsibilities in the public
sector. Accordingly, the public sector can compete with%he private sector and other sectors
to attract and retain personnel with the requisite cg& étencies;

c) Recognising productivity and performay ig:? The principle underscores the need to
ensure that there are incentives for individual wdrkers or teams of workers to actively pursue
improvements in their productivity and petformance at the place of work. Such incentives will
provide rewards for public workers%W o perform beyond the set productivity and/or
performance targets; 4

d) Transparency: The principl 5Btails ensuring that information relating to remuneration and
benefits is openly commuuiggt d to all employees;

e) Fairness: The princip%@quires that compensation be meted out in an objective, justifiable
and impartial manner. Then, employees perceive there is equal pay for work of equal value;

f) Equity: The ﬂ@;%e requires that pay differentials objectively reflect the relative worth of
jobs as asses through job evaluation; and

g) AIignQ;gnt to the national development strategy: The principle underscores the nexus
of w@ determination, competitiveness for investment, economic growth and employment
4
régtion.

T‘&}chieve the above principles, the following policy objectives shall apply:

3.2 Policy Objectives
3.2.1 Policy Objective 1: Affordable and fiscally sustainable wage bill

A key principle of remuneration specified in Article 230(5) of the constitution is affordability and
fiscal sustainability of the wage bill. Consequently, any setting or reviewing of remuneration and
benefits shall be subject to affordability and fiscal sustainability. This will be achieved through a
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collaborative effort of all public sector employing institutions. This Policy will guide and control
adjustments to public sector employees’ remuneration and benefits.

To achieve affordability and fiscal sustainability of public wage bill, the following medium term
policy targets will guide remuneration and benefits awards:

a)

b)

d)

Any proposal in respect to remuneration in the public sector shall be accompanied with
an analysis of its likely affordability and fiscal sustainability impact;

Any proposal in respect to remuneration and benefits in the public sector together with
its affordability and fiscal sustainability impact analysis shall be reviewed by SRG@%‘Ee
with constitutional principles; A\/

The foregoing provisions prohibit public sector employers and trade unions er such
representatives of the subsets of the public sector concluding CBNs on @4 eration and
benefits without first obtaining advice from SRC; and

Ability of the economy to sustain increased labour costs shall be considéred in determining
the level and timing of any awards on remuneration and benefits.

To achieve affordability and fiscal sustainability of the public e"@f wage bill, the following
medium term policy targets will guide remuneration and benefits awards:

a)
b)

c)

National wage-bill-to-GDP ratio of not more than 7 cent;

National wage-bill-to-total-domestic-revenue r I&yb not more than 35 per cent or as
stipulated in the PFM Act and Regulations frg@ ime to time; and

A county government’s wage bill will not é%;eed 35 per cent of the total revenue or as
stipulated in the PFM Act and Regulatj%§ from time to time.

In pursuit of the above policy targets, pu ‘f‘;}ector institutions are required to:

a)

b)

c)
d)

e)

Comply with the PFM Act, 2012, stipulation that public expenditure on personnel
emoluments should not ex@? 35 per cent of the revenue;

Comply with SRC adezgyes on remuneration and benefits for State officers and other
public officers;

Operate with optinﬁl staffing levels and ceilings on personnel emoluments;

Limit recruitment of new employees to those in priority areas for improvements in
essential tﬁ’g% services, and where attraction and retention has evidently been a
problelgzgnh

Maintain €lean payrolls through which only regularly recruited employees will receive their

remuneration and benefits.

In f ‘ﬁé‘rance of the above policy measures, SRC will collaborate with NT&P and MPSY&GA in
tl@t titutionalisation of the following controls:

a)
b)

c)

d)

Entrench a unified payroll numbering system for public officers;

Regular payroll audit for public sector institutions;

Regular audit of Human Resource (HR) practices in the public sector in line with Article
234(d) of the constitution. This should incorporate employees’ qualifications, staffing
levels, competencies and job-matching in the institutions;

Full automation and integration of payroll systems, Human Resource Management
Information System (HRMIS) and financial system, that is, Integrated Personnel Payroll
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Database (IPPD) to Government Human Resource Information System (GHRIS) and
Integrated Financial Management Information System (IFMIS); and

e) Strengthen collection and storage of payroll data so that HR and payroll data is
consolidated and consistent for sound decision-making on wage bill management, HRM
and budget planning.

3.2.2 Policy Objective 2: Equity and fairness in remuneration and benefits

To realise and sustain compliance with the constitutional and statutory principles stipulatedfor
policy decisions on remuneration and benefits, it is incumbent for SRC and all stakeh l@' to
take measures to eliminate any disparities and discriminatory features in the reJQjL%iération
regime. Employees on the same levels of competence, assigned tasks and respon"%’biﬁties, and
performance on the job at any place and level of the public sector, should bengfitfrom equitable
remuneration and benefits taking into consideration the relative worth of @éé, b and relevant
salary market trends.

The Commission shall endeavour to establish and maintain equity %ness in remuneration
and benefits in the public sector as guided by the constitution an ’i%?policies including; the Job
Evaluation Guidelines, Remuneration Guidelines for the Public Sector, establishing the relative
worth of every job and establishing a framework for harmo;ajy tion of remuneration and benefits.

In this respect: '%;3}
1) Job evaluation shall continue to be the prog\egéby which SRC will pursue the following

objectives:
E%H of relative worth of jobs;
to

a) A consistent framework for determirga
b) Reducing and ultimately eradicatinq;"' rtions in public sector remuneration and benefits

system, so that in the course&qf time, the principles of equity, and “equal pay for work of
equal value” can be a realiszp%?public sector officers;

c) A participatory job eva’ﬁ;ation process that ensures every public sector employer
proactively contribut ‘%to} the smooth and successful conduct of a job evaluation process.

2) Pay disparities arising@om the different salary structures shall be harmonised taking into
consideration; affordability, fiscal sustainability, salary market trends and labour laws;

3) Ability to pay highé&r remuneration by any public sector institution shall not be regarded as
necessary %ufﬁcient condition for increase in remuneration if it means that one group of
public sectorworkers will earn a remuneration, which is out of step with those of comparable
grou 5%; workers in the sector; and

4) Salg;?l, s of public sector employees shall reflect the relative value of their jobs and the
@rxﬁpression ratios and salary ranges shall not be wide.

3{\23 Policy Objective 3: Streamlined and harmonised allowances

Allowances and Benefits Policy for the public sector will seek to achieve transparency,
accountability, equity and fairness in payment of allowances and benefits and to ensure
affordability and fiscal sustainability of wage bill in the public sector.

In this regard, the following policy statements shall apply:

a) Allowances and benefits in the public sector shall be set and regularly reviewed and
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advised by SRC, while taking into account the principles of affordability and fiscal
sustainability;

b) There shall be a consolidation of allowances to achieve a proportion of basic salary to
gross salary that is no less than 60 per cent, while taking into account the impact on
pension;

c) Allowances and benefits shall be paid in absolute amounts and not as a percentage of the
basic or gross salary;

d) The total remuneration package shall not exceed the relative worth of a job. Thus,
allowances and benefits shall not be paid for purposes that are already compensa@%’or
in the basic salary; f%,

e) The ability to pay higher allowances and benefits by any public sector instit ‘§yshall not
be regarded as a sufficient condition for the increase in allowances and bef% . Thus, no
one group of public sector employees will earn a gross remuneraticei;;f‘}ﬁckage which is
out of step with those of comparable groups of public officers; Ay

f) Allowances shall be categorised into clusters;

g) Facilitative allowance shall be paid to officers working out of&};g’r“ duty station at rates set
and advised by SRC. The rates shall be standardised acros@: e public sector;

h) To avoid duplication, redundancy, disparities and varjed eligibility criteria, remunerative
allowances payable in the public sector shall be harmofiised and streamlined;

i) Allowances and benefits payable to public o é%;é shall not be used for purposes of
computing pension and gratuity. In this rega@ a) for State officers: Pensionable salary
and emoluments shall be defined as 60 '@r cent of the monthly gross remuneration
package, as set by SRC; and (b) E%,other public officers: Pensionable salary and
emoluments shall be defined as b IZ:‘S lary, excluding any allowance or benefit.

j) SRC will periodically review allowances and benefits in the public sector, taking into
account constitutional prin iﬁ;s, policy statements, and cognisant of existing legal
provisions, existing CBAs and-contractual obligations; and

k) Every public sector e %yer is required to fully disclose to SRC all non-salary
remuneration and ben ?tg enjoyed by its employees.

The Commission sh i@Evelop and issue an Allowances and Benefits Policy and Implementation
Guidelines for th@ lic sector that shall expound on the policy statements.

3.24 P If?;,y Objective 4: Framework for rewarding performance and productivity

Th K%Rla Vision 2030 seeks to achieve a globally competitive middle-income country offering
hi@ uality of life by the year 2030. In particular, the achievement of the key Economic Pillar of
the Vision 2030 will be dependent on Kenya's ability to achieve rapid and sustainable productivity
growth. Public service productivity is important, given its role in provision of goods and services
and its substantial contribution to overall GDP.

The ability, motivation and productivity of public sector workers are key determinants of the
capability of the government to implement national goals, strategies and policies. Consequently,
remuneration in the public sector and any reviews of such remuneration shall take into account
individual employee performance, institutional and sectoral productivity, and performance of the
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national economy as prime elements.

To operationalise the principle of recognising performance and productivity and to overcome the
complexities and challenges associated with institutionalization of performance and productivity
management;

a) The Commission shall initiate and embed performance and productivity in remuneration
of public sector employees;

b) The Commission, in conjunction with other key stakeholders, shall collaborate in capacity
building of public sector institutions on productivity and performance; Q

c) The Commission shall determine eligibility criteria for productivity or peﬁormi@c based

incentive; "\“g'?

d) The Commission shall advice all public sector institutions on in ﬁes to reward
productivity and performance based on computed performa;a%/ and productivity
achievements; and <<;,

e) Public sector institutions shall be expected to entrench a cultuzg? recognising productivity
and performance.

The Commission shall develop and issue a framework and E&ﬁelines for recognizing and rewarding
performance and productivity in the public sector. @

3.2.5 Policy Objective 5: Streamlined collegve bargaining negotiations

Collective bargaining agreements and re é%ﬁ of salaries in the public sector shall be in
compliance with the constitutional and%;gt)étutory principles of remuneration and benefits
determination. Government will pugsue improved collective bargaining processes and thereby
improved labour relations with the(fgp esentatives of public service employees.

In this regard: &;}’

a) The Commission stjé;;;:ssue Collective Bargaining Negotiations Guidelines for the public
sector from time to time;

b) The Com 'rf%en shall issue Remuneration Guidelines for the Public sector;

c) To ens&é effective coordination, timely completion and satisfactory outcomes from CBNs,

angkpromote a predictable and stable labour relations environment, SRC shall collaborate

W@h The MPS&G and other stakeholders to establish a framework and standing sectoral

%%N committees to represent both national and county governments as employers in
@ collective bargaining.

d) Public sector employing institutions are required to exercise diligence by observing the
remuneration and benefits determination principles and CBN guidelines issued by SRC;
and

e) No public sector employer will enter into a CBA until an advisory is issued by SRC. To
enable SRC to issue the advisory, the employer will fulfil the requirements as stated in the
CBN guidelines issued by SRC from time to time.
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3.2.6 Policy Objective 6: Attract and retain employees with requisite skills

The Commission shall ensure that there are minimal wage differentials between the public and
private sectors to act as incentives for volatility in labour mobility and distribution, which may
mis-allocate skills to sectors where productivity of the skills may be sub-optimal.

This Policy objective will be pursued so that every public sector employers can attract and retain
requisite skills to execute their functions.

In this regard:

a) The Commission shall ensure that there are minimal wage differentials between t éﬂj lic
and private sectors to act as incentives for volatility in labour mobility and dist ion;

b) The Commission will sustain the competitiveness of the public sector re@%zratlon and
benefits regime through job evaluation and salary market surveys, m@y ordance with
Section 11 of SRC Act, 2011; and

c) The Commission will, with due diligence, avail dlfferentlategé%y for public sector
employees with requisite skills.

&
3.2.7 Policy Objective 7: Affordable salary adjustments
Article 230(5) of the Constitution, and Section 12(1) of S , 2011, specifies principles upon

which SRC sets and regularly reviews remuneration an 5§neﬂts of all State officers, and advises
on remuneration and benefits for other public ofﬂcg@ Fthe national and county governments.

In this regard:

(i) The Commission shall issue advisories(tf%{ﬁe review and implementation of periodic salary
adjustments in line with the constité’@onal principles and the SRC Act;

(i) Employees may be cushioned against cost of living through notch increases within the pay
structures advised by the cor@égéglon subject to affordability and fiscal sustainability.

(iii) Employees whose remun r’ébton adjustments are within a CBA will have their annual salary
adjustment in the CBA(ﬁgrefore, the general notch increment shall be deducted from any
COLA consideration@t CBA to guard against double compensation and disparity in pay.

guidelines shall de compensation parameters to be considered while advising on salary
review proposé@ y public service institutions.

The SRC shall frog‘@ne to time issue remuneration guidelines for the public sector. The

3.2. S@iw Objective 8: Affordable and harmonised post-employment benefits

’ﬁréwt of transparency, equity and fairness, and to ensure affordability and fiscal sustainability
of e pension and other post-employment benefits bill, SRC shall review and harmonise all laws,
regulations and policies governing post-employment benefits in the public sector (i.e. pensions,
provident funds, gratuities, etc.). The SRC shall also develop a Public Sector Retirement Benefits
Policy. The reviews shall be aligned to the principles of pay determination in the public sector.

To this end, SRC shall:

a) Review the retirement and post-employment laws, regulations and pension laws to
bring them into harmony with constitutional provisions. This shall result in an
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b)

overarching policy on post-employment benefits.; and

Review and harmonise the current gratuity provisions and where cost-effectively
feasible abolish and replace existing gratuity with contributory pension arrangements
that apply equitably to all employees in the public sector.

3.2.9 Policy Objective 9: Enhanced compliance with advisories and guidelines

To enhance compliance by public sector employers with advisories and guidelines issued by%ﬁ:

a)

b)

c)
d)

e)

f)

The Commission shall, pursuant to Section 13 of SRC Act, 2011, conduet’i;%ular
compliance checks to ensure that public sector institutions comply?y'jtﬁ these
regulations and the advisories; Q

Employing institutions will be required to provide information as@r rticle 13(2)(a)
of SRC Act, 2011;

Employing institutions will be required to address findings f@m he compliance checks;

The Commission will develop and implement an annu‘@ rogramme of consultations
with stakeholders to disseminate its advisories, cirgtilars and guidelines and to receive
feedback from stakeholders on areas for furtherﬁgp rovement;

A,

The Commission will regularly update and advisories, circulars and guidelines
on its website and other commuq{%&’ﬁ% channels for easy accessibility by
stakeholders; and

The Commission will mainstreanggt?é?native dispute resolution mechanisms on areas

pertaining to its mandate.

4,

3.2.10 Policy Objective glO%yPSRB Policy decisions aligned with the national
development strgbé

The PSRB Policy decisior@will be aligned to the prevailing national development strategy to
mitigate risks inhereﬁ’g;in political economy dynamics that undermine the implementation and
sustenance of th% RB Policy and to affirm the value proposition in the institution of SRC.

In this regard,/S}?\C shall:
a,()éﬁaintain close monitoring of the wage bill vis-a-vis revenue growth and GDP, and

S

c)

d)

feedback implications to the NT&P and the public sector institutions;
Provide wage bill projections to the NT&P as part of the annual budget process;

Convene regular consultations with public sector institutions on planning and
budgeting for remuneration and benefits; and

Collaborate with public sector employers in the implementation of an efficient and
effective integrated public sector HRMIS.

Page 20 of 24



4 IMPLEMENTATION FRAMEWORK

4.1 Introduction

This section highlights the collaborative framework for implementing the PSRB Policy. A wide
variety of existing structures and agencies, both political and administrative in national and
county governments, will be involved in implementing the Policy.

4.2 Collaborative framework

There will be collaboration with all stakeholders, including public sector employees, emplayers
and the Kenyan public, for ownership and effective implementation of the Policy. It is iﬁgﬁg&?’tant
to demonstrate to the national political leadership, the public sector employees, the<NT&P and
the public that the PSRB Policy is aligned to the national development strategy. herefore,
critical that public sector institutions endorse and actively support the implecgf tation of this
Policy. '

The Commission will spearhead and coordinate collaboration efforts witﬁi;st keholders to:

a) Ensure the Policy implementation by stakeholders is sustained well beyond the short
term. Among the initiatives to be undertaken will be@akeholders’ fora, media and
social media engagements, webinars, producti@ of information, education and
communication (IEC) materials, among other cérimunication initiatives;

b) Identify and agree on the shared responsibﬁ? and coordinated actions for smooth,
timely and effective implementation of 52@ licy; and

¢) Review progress and identify issues and“ehallenges in the implementation of the PSRB
Policy 2021. ’%w

4.3 Mitigate the medium to long téj;m risks inherent in political economy dynamics
In the short and medium term, the |§l§s to the PSRB Policy implementation are mitigated by:

a) The commitment of tﬁ% hational and county governments to the constitutional and
statutory manda d operating principles stipulated for SRC;
b) Alignment of SRB Policy, 2021, to the national macroeconomic and fiscal

trajectory; and
c) Ensurin%%t key stakeholders, including the national and county governments,
Iegi%?@ , judiciary, Constitution Commissions and Independent Offices, State
corpérations, private sector, media, professional bodies, civil societies organisations,
<ﬁ9n-governmental organisations, community-based organisations, faith-based
,gggo'rganisations, opinion leaders, trade unions, diplomatic community, donor community,
# development partners, United Nations agencies, universities, research and tertiary
institutions, disciplined forces, and the public, share the aspirations underpinned in
the mandate of SRC, and the Policy goals.

However, there is a need to mitigate risks with a long-term perspective. In this regard, SRC will
lead and coordinate strategic initiatives under the following themes:

a) Sustain the national wage bill dialogue; and
b) Legislate measures to institutionalise pillars of the Policy.
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4.3.1 Sustain the national wage bill dialogue

The views shared at the National Wage Bill Conference, 2019, and in the past National Wage Bill
dialogue, shows that generally the national and county governments, legislature, judiciary,
Constitution Commissions and Independent Offices, State corporations, private sector, media,
professional bodies, civil societies organisations, non-governmental organisations, community-
based organisations, faith-based organisations, opinion leaders, trade unions, diplomatic
community, donor community, development partners, United Nations agencies, universities,
research and tertiary institutions, disciplined forces, and the public, share the aspira%zps
underpinned in the mandate of SRC, and the Policy goals. /%/{:}

In pursuant of SRC mandate and provisions of the constitution, the Commission vﬁu seek to
address the concerns raised by stakeholders by organising fora through which Kernyans would
contribute towards sustainable management of wage bill and development f%, ational policy
on sustainable management of the public wage bill. In addition, continuoug}iﬁibate on the public
wage bill will enhance public awareness of wage bill management. ;é;

In this regard, ,%;Qf
<

a) The Commission shall organise continuous debates, *awareness and sensitisation
sessions through several media, social media a/g)§communication platforms, on the
public sector wage bill; and

b) The Commission shall periodically organisgfiﬁé%ional wage bill conference.
5
i

4.3.2 Legislate measures to institutionalise{fp:j ars of the Policy

There shall be several measures that shall@;%‘ﬁdertaken to support the implementation of the
Policy. Several guidelines shall be develgée and issued to the public sector to operationalise
various aspects of the PRSB Policy, ;gél.

In this regard, SRC shall develop’%g,nd issue:

a) Remuneration Gt{@;ﬁ%es for the Public Sector;
b) Allowances an@eneﬁts Policy and Implementation Guidelines for the public sector;
¢) A Framew and Guidelines for Recognising and Rewarding Performance and

Produ%@y in the Public Sector;
d) Gui%m s on Collective Bargaining in the public service; and
e) &Pu ic Sector Retirement Benefits Policy.

e

Legislation will enable effective implementation, minimise the risks of excessive litigation and
62%519 enforcement of compliance with the major policy measures. Specifically, the legislative
measures shall include: '

a) Providing for criminal sanction for any public officer who awards any remuneration
and/or benefits without the explicit and written advice of SRC;

b) Providing for personal liability by a public officer for awarding remuneration and/or
benefits without SRC's advice and recovery of such remuneration or benefit from the
beneficiary;

c) Providing for compliance with the remuneration guidelines issued by SRC from time to
time;
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d)

g9)

h)

)

Establishment of a Multi-Agency Standing Committee to negotiate with trade unions
on behalf of the public sector organisations at both national and county government
levels. This will ensure effective coordination, timely completion and satisfactory
outcomes from CBNs, and promote a predictable and stable labour relations
environment;

Providing. for job evaluation more specifically to clarify responsibility of SRC, and the
role of the employer in the process and the requisite procedures;

Providing for the role of SRC in CBNs and procedure for obtaining SRC’s advicg in
CBNs; {:}%
Providing for recognition and measurement of performance and productiyityih the
public service, and linkage of the award of annual or other adjus@g/ to an
employee’s remuneration and benefits to performance and productivi

Providing mechanisms for submission of requisite data and docu ﬁtation to SRC;
Providing definitions of various terms used in relation to remund(g'fm and benefits in
the public sector, including pension and other post-employmént benefits; and
Providing guidance by SRC on sustainability of the wagebily including the number of
staff, being a factor of sustainability. @

/%/Q/

"
%
@i‘;‘z
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