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Firms push for
predictable taxes
to boost growth

COMMODITIES REVIEW
ALY KHAN SATCHU

World Bank forsees
a bumpy road
ahead

T

he World Bank issued its bi-annual #AfricaPulse
report last week.
‘’Economic growth in Sub-Saharan Africa is
estimated to have picked up to 2.7 percent in 2018 from
2.3 percent in 2017, barely above population growth.
The region’s economic recovery continues but at a
slower pace than expected (0.4 percentage points
lower than the April forecast), due to downward growth
revisions in the three largest economies in the region.
The road ahead is bumpy’’
Of course the three biggest Economies South Africa,
Nigeria and Angola [making up 50% of SSA GDP]
weighed on economic activity. I found this data point
interesting
Countries with economic performance that lost
steam in 2015–18 relative to 1995–2008 represent
about one-third of the region’s population and nearly
60 percent of its economic activity. T
heir median rate of GDP growth decelerated from 5.4
percent per year in 1995–2008 to 1.2 percent per year
in 2015–18. This group includes the three largest countries in the region (Nigeria, South Africa, and Angola),
and has an average GDP per capita of about US$2,696.
Half of SSA [from Buhari to Lourenco to Ramaphosa]
is firing blanks and all are looking around for a Silver
Bullet.
Growth in the rest of the region was broadly steady,
but performance varied across countries. Economic
activity remained solid in the fast-growing non-resource-rich countries, such as Côte d’Ivoire, Kenya, and
Rwanda, supported by agricultural production and services on the production side, and household consumption and public investment on the demand side.
A SSA Economist has also got to be an accomplished
Meteorologist because Rains have an outsize effect on
GDP and ‘’well-being’’ Good Rains have underpinned
GDP in this part of Africa and popped it.
During 2012–17, government debt is estimated to
have increased by more than 20 percentage points
in the region. Debt rose in about two-fifths of the
countries in 2017 and was above 60 per cent of GDP in
one-third of the countries.
Clearly, even with the latest fashion of super-sizing one’s GDP a la Ghana and Zimbabwe, the Debt
Trajectory is not sustainable. At the end of 2017, eight
countries (Chad, Eritrea, Mozambique, the Republic of
Congo, Somalia, South Sudan, Sudan, and Zimbabwe)
were classified as in debt distress under the World
Bank–International Monetary Fund Debt Sustainability
Framework. Additionally, the previous moderate ratings
for The Gambia, Zambia, and Ethiopia more recently
were changed to high risk of debt distress. What we
know is dominoes are set to fall.
One Domino that has suddenly tipped over is Zimbabwe. Reuters reported that People again formed long
queues to fill up their cars in the capital, with others
panic-buying basic goods like cooking oil and sugar.
There are $9.3 billion of Zollars in banks compared
to $200 million in reserves, official data showed, a mismatch that creates a premium for the U.S. dollar and
fans the black market.
On the black market, the premium for the U.S. dollar
spiked to a new record on Saturday, reaching 165
percent from 120 percent on Monday, traders said that
means buying $100 in cash via a bank transfer cost
$265, up from $220 earlier this week.
The Government’s ‘’Voodoo Economics’’ where it
spent $1.3b pump-priming the economy ahead of the
election [money it did not have] was the straw that
broke the camel’s back.
Aly-Khan is a financial analyst
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HUMANS Vs MACHINES

Low labour costs
diminish robot use

According to World Bank, Kenya’s human capital has
declined from 137 in 1990 to 139 out of 195 countries
ABEL MUHATIA
@muhatiaa

Kenya’s labour market can survive
disruption from technology for the
next 10 to 20 years, a new study
shows.
The study by Pathways for Prosperity commission released last week
shows that robots will take time to
be competitive in Africa due to low
labour costs which remain attractive.
“On a pure labour cost-basis... it
may take a decade or two before robots become cost competitive on the
African continent, given availability
of cheap labour costs,” the study revealed.
There are currently an estimated
1.4 million Kenyans who make up the
country’s labour force that are unemployed, according to data from the
Kenya National Bureau of Statistics.
This shows availability of ready labour. While the cost of human labour
is approximated at Sh300 on average
by the report, the operation cost of a
robot in Kenya is estimated at Sh2,800
per hour.
However, analysis from the study
shows that the tables will turn in a decade’s time when the cost of operating a robot will go down to Sh500 per
hour, while the cost of human labour
will increase to an estimated Sh1,300
per hour.
This is compared to the US, where
the cost of operating a robot is currently at Sh2,300 versus Sh1,600 paid
as wages. Even so, a report on human capital released last week by the
World Bank shows Kenya’s human
capital has declined from position 137
in 1990 to 139 out of 195 countries in

2016. In terms of years workers can
expect to live, Kenya was ranked position 153 out of 195 as most of them
live 38 of 45 years between the ages of
20 and 65 when they are most active.
Technical expertise was the other
reason service automation and other
technologies will delay for the next
decade. According to the commissions co-chair Sri Indrawati, newer
technology must be combined with
the right mix of human capital and
policy ecosystems to create comparative advantage.
For instance, use of virtual reality
for remote delivery of more complex
services such as remote healthcare
that require human qualities such as
empathy.
Twiga Foods, a local mobile-based
food supply platform, is given as the
best example of combined technology and human capital. The firm uses
a network of collection centres across
the country and a fleet of delivery vehicles to source produce and optimise
the supply chain by accurately matching demand with supply, helping to
reduce post-harvest losses and waste.
While that is the case, the study has
denied reports that accelerating automation will lead to the loss of at least
75 per cent of currently available jobs.
“Developing economies need to
face and adapt to technological disruption,” Indrawati says. “ ... We urgently need to start new discussions,
grounded in hard evidence to empower decision makers in developing
countries to capitalise on new technologies and manage disruptions.”
With this, the study has called on
firms to reap the full potential of technology in order to take advantage of
three billion people predicted to be
offline still in 2023.

ABEL MUHATIA/ The private sector wants
Parliament to create a predictable taxation regime to avoid suffocation of the
economy with new taxes.Through the
Kenya Private Sector Alliance, the sector
called on MPs to create efficient revenue
collection systems.
In her presentation during the
first speaker’s roundtable of the 12th
Parliament held in Kwale county, Kepsa
chief executive Carole Kariuki asked the
National Assembly to explore innovative
ideas to expand the tax base, and seal
the loopholes for leakages.
“To tackle corruption and ensure good
governance, there is a need to minimise
wastage and implement the recommendations on parastatal reforms prepared
by the task force appointed by President
Uhuru Kenyatta,” Kariuki said.
Kepsa has asked the executive to
prepare and have Parliament approve
the regulations needed to implement
the Bribery Act. The law is one of the
products of the Public-Private Dialogue
forums organised by Kepsa, of which the
speaker’s roundtable is part of.
On public procurement, which has
been identified as one of the main
avenues of corruption, Kariuki asked the
National Assembly to have all arms of
government publish the cost of projects
from inception to finalisation.
She said this would help push
contractors to finish projects on time,
whole competitive bidding, enable timely
procurement and payment of procured
services that would help avoid the costs
that come with last-minute procurement.

INCREASING REVENUE

KTB banking on
Africa to boost
tourism gains

THE COST
OF HUMAN
LABOUR IS
APPROXIMATED
AT SH300
ON AVERAGE,
WHILE IT
COSTS SH2,800
PER HOUR TO
OPERATE A
ROBOT

CYNTHIA ILAKO/ Kenya is counting on
Africa as a key regional market of focus
to increase revenue from tourism.
Speaking on the sidelines of the Magical Kenya Travel Expo, Kenya Tourism
Board CEO Betty Radier said the expo
has over the last eight years of its existence enabled Kenya to bring together
players in Africa’s tourism sector to get a
better understanding of the diverse and
authentic tourism products the country
has to offer.
“MKTE has drawn the participation
of travel trade partners from across the
continent. This has helped Kenya to be
part of efforts to grow a unified brand
for Africa as a destination. We are encouraged that the expo has over the last
eight years grown into the ideal platform
for business-to-business meetings between leading African products and top
producing global buyers. This serves to
ensure continued business growth and
development for the tourism industry in
Kenya,” Radier said.
Africa is currently Kenya’s second
biggest source market by region, having
contributed 29 per cent of total tourist
arrivals to Kenya in 2017. Uganda is Kenya’s top tourism source market in Africa
accounting for 6.4 per of arrivals in 2017.
There were 61,542 arrivals from Uganda
in 2017 up from 51,023 in 2016, denoting
a 20.6 per cent growth in arrivals.

