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Public Finance
FY 11/12: High oil prices and sluggish spending generate a record budget surplus 
Bassel Zinaty, Assistant Economist, +965 2259 5358, basselzinaty@nbk.com
· Kuwait’s closing public finances data for fiscal year 2011/12 (FY 11/12) revealed a record surplus of KD 13.2 billion before the transfer to the reserve fund for future generations, the 13th consecutive surplus (chart 1). This was mostly due to higher oil prices (which averaged $110 pb during the fiscal year). But the surplus was also higher than expected because of under-spending in particular in the projects area.

· Total spending reached KD 17 billion, rising by a small 4.8% compared to FY 10/11. Although this is somewhat skewed by the impact of the one-time Amiri grant in FY10/11 (without which total spending would be up 13% y/y), actual spending still disappointed as it came in at 88% of budgeted — well below the 5-year average of 94%.
· Current spending went up 5.8% y/y, standing at KD 15.2 billion. Most of the increase came from KD 680 million in additional spending on wages and salaries. Current spending reached 92% of the amount initially budgeted, also below its historic average of 97%.
· Capital spending was down 2.3% y/y, reaching KD 1.8 billion. The biggest contributor to this decrease was the Ministry of Electricity and Water, which saw spending drop by KD 174 million, or 17% y/y. Capital spending also closed at 64% of budgeted spending, well below the historic average of 75% (chart 2). This was indeed disappointing as FY 11/12 marked the second year of the 4-year development plan, where spending was supposed to pick up in pace. Nevertheless, this was somewhat expected as a majority of projects in the development plan are yet to take off. 
· Total revenues were KD 30.2 billion, up 41% compared to FY10/11. High oil prices have buoyed revenues for FY 2011/12 as the average oil price for the period was $110 pb, up 34% y/y. Oil receipts totaled KD 28.6 billion (+43% y/y).

· Non-oil revenues accounted for almost 6% of total revenues, similar to the historic average. They were up KD 112 million, or 7%, y/y. The bulk of the increase came from miscellaneous revenues and fee, which went up KD 85 million, likely thanks to payments made by the United Nations Compensation Committee (UNCC) — which processes compensation claims related to the 1990 war. Revenues from property fees were up 30%, to reach KD 14.5 million, reflecting increased activity in the real estate sector.
· FY 11/12 saw a historic surplus. It reached its highest level as well as the highest rate relative to GDP in recent history (amounting to 30% of 2011 nominal GDP). Though this provides a comfortable cushion for the government, it is not all good news. The rate of actual spending to budget, as well as capital spending to budget, were both the second lowest in 10 years, highlighting the lackluster pace of government spending, at a time when the economy and the private sector would greatly benefit from higher spending on projects and infrastructure.
	Table: Revenues & Expenditures – FY2011/12 (Closing)

	

	
	Levels
	Change1
	Y/Y
	
	Closing: Actual to Budget
(%)

	
	KD mn
	KD mn
	%
	
	FY11/12
	Average2

	Total revenues
	30,236
	8,734
	41
	
	225
	203

	   Oil revenues
	28,570
	8,622
	43.2
	
	232
	213

	   Non-oil revenues 
	1,667
	112
	7.2
	
	146
	128

	Total expenditures
	17,007
	786
	4.8
	
	88
	94

	   Current Expenditures
	15,209
	828
	5.8
	
	92
	97

	         Wages & salaries
	4,103
	680
	19.9
	
	93
	95

	         Goods & services
	2,760
	-32
	-2.1
	
	91
	95

	         Misc. exp & transfers      
	8,345
	180
	2.2
	
	91
	99

	   Capital Expenditures
	1,799
	-42
	-2.3
	
	64
	75

	         Vehicles & equipment
	147
	-6
	-3.9
	
	38
	60

	         
	Projects, maintenance & land purchases
	1,652
	-36
	-2.1
	
	68
	77

	Surplus (deficit)
	13,229
	8,374
	226.0
	
	…
	…

	

	

	1 Change from closing of FY 10/11

	2 Average for last 5 fiscal years
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