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Foreword

This is the second Budget Policy Statement (BPS) to be issued by the Kenya

Government and tabled before the National Assembly in accordance with

Section 7, subseclions (l), (2) and (3) of the Fiscal Management Act, 2009.

The 201I BPS builds on the economic gains the country has achieved partly

as a result of the implementation of economic policies and strucrural reforms

outlined in the 2010 BPS. The Budgets for fiscal year 20ll/12 and the

medium term, which are informed by this BPS, are important and key to

achieving the objectives of Vision 2030 and the implementing of the new

Constitution.

The government responded appropriately to the multiple shocks of 2008-09

by maintaining social spending in health and education, providing economic

stimulus countrywide and continuing to invest in infrastructure including

roads, water and power. The fiscal deficit (including grants) in consequence

rose from 3.5 percent of CDP in 2007/08 to 6.5 percent of GDP in 2009/10

and 6 percent of GDP in 2010/11. Similarly, government net domestic debt

increased slightly over 24 percent of GDP from 17 percent of GDP in

2007/08. It is worth underscoring that without such deliberate fiscal and

monetary stimulus actions by the Government, the effect of the recession

would have been worse in terms of reduced economic activities and the

consequent job losses too.

Our economy has now bounced back with real GDP growth estimated at

over 5.2 percent in 2010. Growth prospects for 2011 and medium term look

favorable, albeit risks associated with dry spells, rising oil prices and

weakening of the shilling, remain. We expect real GDP to grow by 5.7

percent in 2011 and to rise steadily to pre-crisis level of 7 percent by 2013.

These growth rates are not sufficient to meaningfully deal with the

unemployment problem, which largely affects our youth. We need to aim

higher and sustain economic growth at an annual average rate of l0 percent

as outlined in Vision 2030 for the economy to create enough jobs for our

youth. Achieve this objective, ca[[s for urgent action by the Covernment to

remove the factors in the economy that continue to constrain our efforts to

teap frog towards higher development frontiers enjoyed by other countries

such as China, India and Brazil.

This Budget Policy Statement articulates economic policies and structural

reforms as well as sectoral expendinrre Frogrammes the Govemment intends

to implement in the next three financial years in order to achieve the broad

goa.t of its development agenda as already indicated. And reasonable
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provision is made to ensure smooih implementation of the new
Constitution-a key national objective. Care has been taken in this Budget
Policy tr: programme expendirures in a n:amer consistent with the objective
of reducing government debt in the medium term and also ensuring fiscal
sustainability.

Moving forward, and with the challenges of 2008-09 now behind us, all of
us as Kenyans should refocus the public discourse more towards the
realization of higher and inclusive economic growth. Sustained higher and
inclusive growth is the surest way to conquer on lasting basis,
unemployment, poverty, illiteracy and disease. This is the way to bequeath
our youth the prosperous funrre they deserve.

[Ion. Uhuru Kenyatta, EGH, MP
Deputy Prime N{inister and Minister for Finance
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Legal Basis for the Publication of the Budget Policy Statement

The Budget Policy Statement is published in accordance with Section 7 sub-sections (1), (2) and
(3) of the Fiscal Management Act, 2009. The law states that:

( t ) The Minister shall prepare and lay before the National Assembly a paper to be referred to
as a budget policy statement.

(2) The budget policy statement shall be laid before the National Assembly not later than 21st
March each year or, in t}le event tiat the National Assembly is not in session on 21st March,
within the first week upon tie reconvening of the Assembly.

(3) The budget policy statement shall state the broad strategic macroeconomic issues that will
be the basis of the budget of the succeeding financial year and t}te medium term and shall
include -

(a) an assessment of the current financial ycar and the projected state of the economy for the

succeeding three years:

(D) the macro economic and hscal policies for the period specified under paragraph (a);
(c) targets for overall revenues, total aggregate expenditure and domestic and external

borrowing for the succeeding financial year and the medium rerm;
(d) the total resources to be allocated to individual prograrnmes within a sector or Ministry

for the period identified under paragraph (a) indicating the outputs expected from each

such programme during that period;
(e) the criteria used to allocate or apportion the available public resources among the various

proSrammes:

f) the estimates of interest and debt servicing charges and loan repayments for the fhancial
year to which the budget relates and the next two financial years;

k) proposal for financing any deficits for the rinancial year;
(ft) rndication of the intention regarding borrowing and actions that may increase public debt

for the financial year;

(, budgeted and actual revenue levels for the two preceding filancial years;

0) budgeted and actual expenditure for the lwo preceding financial years by vote and main

divisions;
(,t) forecast f,[rancial position for the financial year to which the budget relates and tie next

two financial years;

(/) statement of specific 6scal risks and contingent liabilities including guaranteed loals,
pendrng bills, uninsured risks, promissory notes and other internationally accepted

instruments, as at the day on which tlle forccast financial statement are published and the

rules that determine what constitutes current and future fiscal risk;
(m) the policy objectives that will guide the Goyernment's budget decisions during the

financia.l year and the policy areas that the Covernment will focus on during the financial
year.



BUDGET POLICY STATENTENT

I. INTRODUCTION

1. This is the second Budget Policy Statement (BPS) to be tabled in

Parliament in accordance with the requiiements of the Fiscal Management

Act, 2009. It presents an assessment of the current economic situation and

broad macroeconomic and fiscal parameters for the next budget and the

medium term, as well as the strategic policy initiatives and resource

allocation criteria consistent with the national strategic objectives.

2. The 20ll BPS comes against a backdrop of improved economic

environment both at the global and dornestic fronts. Inflation and short-term

interest rates remain generally low, although inflation has picked in the last

two months. The improved performance is a strong indication that the

measures undertaken globally as well as those we resolved to implement are

now paying dividends. The promulgation of the new Constitution in August

2010 has also renewed optimism in the economy.

3. The overriding policy thrust of this year's BPS, therefore, is to
consolidate the broad-based economic recovery gains and sustain it on a

higher growth trajectory as envisioned in our Vision 2030 and its the first
Medium-Term Plan (MTP), 2008-2012. This will be achieved by focusing

on economic policies and strucn:ral reforms aimed at removing the binding

constraints and facilitating private sector to expand its business, promote

productivity and build resilience necessary for sustained assault on

unemployment, poverty and inequality.

4. Key priorities include investing in infrastructure, in particular, roads,

clean energy to deal with the challenges of climate change, in addition to

increasing installed electric power generation capacity, development of the

Port ol Lamu and modernization of port of Mombasa and other transport
systems, especially affordable and modern urban commuter and freight
railway systems. Other priorities include implementation of the new

Constitution, security and adequate allocation to the key socio-economic
sectors such as agriculture and rural development, health and education as

well as interventions to support employment generation for our youth. To
this end, a framework will be developed to actively engage with the private

sector in scaling up agribusiness as a catalyst for rural transformation, food
security, employment creation and export diversification. At the same time,
we intend to strike a balance between devoting resources for these priorities
and gradual fiscai adjusunent to ensure long-term debt sustainability.
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5. To complement the investment in the socio-economic sectors and
physical infrastructure, the Government aims at deepening structural reforrns
to promote productivity, especially those aimed at strengthening the public
financial management, modernizing and simplifying the tax system,
increasing access to financial services while ensuring adequate supervision,
and enhancing the operating environment for business to flourish. These
reforms will be complemented by enhanced security to enforce rule of law,
protect property rights and assure Kenyans of security, peace and stability.

This BPS also underlines the importance of continued maintenance of
macroeconomic stability to the achievement of high and sustainable
economic growth, employment creation and poverty reduction objectives.
On the fiscal front, we take cognisance of the reality that available resources
are scarce and that there is need to focus on national priority programmes
that have high impact on our stated national objectives.

II. CURRENT ECONOMIC SITUATION

Recent Developments

Growth lns bounced back, but risks remain

6. At the time of presenting the first BPS in March 2010, the economy
was beginning to show signs of recovery after a lacklustre performance in
2008-2009. At that time, the full impact of rhe economic stimulus
programme was yet to be felt
with delayed implementation
of projects. But as the year
progressed and with
improved weather conditions,
economic activity picked.
Real GDP grew by 4.7
percent, 5.3 percent and 6.1
percent in the first, second
and third quarters of 2010,
respectively (Figure 1). It is

now estimated that overall
growth for 2010 will average
5.2 percent. up from 2.6
percent in 2009 and i.6 percent 2008. Agriculture, electricity and water,
finance, tourism and construction were the key sectors driving this growth.
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7. The Government's key aim in tsudget 2010 was to nurture this

recovery. We continued with the economic stimulus programmes and

introduced strategic interventions to ensure that jobs and economic activity
were supported. Stronger public investrnent especially in infrastructure has

also helped bolster growth. Meanwhlle, the Central Bank of Kenya eased

monetary policy stance to ensure availability of liquidiry to the fmancial

system and support growth.

8. Year 2011 and the medium-term now look bright, with continued

global recovery and increased public investments. However, some risks are

emerging. Inadequate rainfall during the long-rain season could weaken

growth in agriculture as well as energy and water sectors. Also, continued

investor confidence in Kenya's economy hinges on the smooth

implementation of the new Constinrtion, which is expected to address the

long-standing social and political problems that have held back our growth

potential. Current political tensions do not augur well, in this regard.

9. It is also important to note that the pace of current growth is still well

below the urget of Vision 2030 of l0 percent necessary to draw more

Kenyans into employment and reduce poverty. We, therefore, need to Srow
our economy much faster over an extended period to meet our development

goals. Achieving these objectives require stepping up investment in physical

infrastructure directly by the Government and where feasible, through

public-private partnership, to raise Kenya's economic competitiveness.

These are in addition to the strategic interventions elaborated in our Vision

2030.

Inflation has remained subdued, but has started rising recently

10. Inflation has fatlen from a high of 19.5 percent in November 2008

and has largely remained well below the 5 percent target for a greater part of
2010. This development
reflected ample
stable energy p

telecommunication tariff rates

food supply,
rices and low i ""
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associated with
competition in
telephony market.
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11. However, more
recently from November 2010,
inflation has started to rise

steadily reaching 5.4 percent

in January 2011 and 6.5 percent in February, 2011. The pick-up is due to
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increased prices of energy and some food stuff, which, respectively, reflects
rising oil price occasioned by the North Africa and Middle East crisis and
the adverse effects of the recent short dry spell. The recent depreciation of
the exchange rate is also bound to put upward pressure on inflation.

Short-ftrm interest rates have remained, low, but lending rates charged by
commercial banks have generally not fallen. in tandem

12. With ample liquidity in the market, interest rates remained low and
stable though with a tendency to rise towards the end of the second half of
2010. After declining to 1.6 percent irr July 2010 from 3 percent in June
2010, the average interest rate on rhe 9l-day Treasury bill rose to 2.3
percent in December 2010
and further to 2.6 percent
in February 201 l.
Similarly, the average 182-
day Treasury bill rate
dropped from 2.9 percent
in June 2010 to 1.7 percent
in july 2010 but rose to
reach 2.8 percent in
February 201l. The recent
increase in Treasury bill

63 a t ! a 88 I E a E6 E E a a A !! E? ?e 
=rt3 tt3t83t3St8si83 tt3t8J

rates partly reflects
inflationary pressures and expectation of increase in rates by market players
with increased government borrowing.

13. In the short-end of the money market, the average interbank rate,
which had fallen to 1.0 percent in October 2010 from 1.7 percent in August
2010 rose marginally to average 1.2 percent in the December 2010 -
February 2011 period. Average lending rate for commercial bank rates have,
however, not fallen in tandem with short-term rate. They remained fairly
steady at 13.9 percent in the period October 2010 - February 2011, while
the average deposit rate dropped from. 3.8 percent in July 2010 to 3.4
percent in February 2011. As a resull, the spread between the average
lending and deposit rate increased frorn 10.4 percent to about 10.6 percent in
January/February 201 1 .

Foreign exchange reserves remain confortable

14. Reflecting improved balance of payments position with increased
surplus in the services account and a stronger rebound in exports earnings,
official foreign exchange reserves held by the Central Bank of Kenya rose to
US$ 4.0 billion by end-December 2010, from US$ 3.8 billion at end-
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December 2009. By end

reserves had increased to
US$ 4.1 billion.

of February 2011, official tbreign exchange

15. However, due to
increased value of
merchandise imports,
official reserves in terms
of months of imports
cover declined from 4.1
months to 3.7 months. In
terms of previous three
years of import coverage, the official reserves held were within the 4 months

statutory minimum stipulated in the CBK Act.

The shilling exchange rate has remained generally stable, although it has

weakened recently

16. Against major currencies, the Kenya Shilling has remained stable but

with tendencies to appreciate in the last quarter of 2010 mainly due to the

weakening of these currencies in the international market. Against the US

dollar, the shilling strengthened marginally to trade at an average of KSh'
80.6 per dollar in December 2010 compared to KSh. 80.7 per dollar in

October 2010. Similarly, the shilling gained slightly against the Sterling

Pound and the Euro to exchange at KSh. 125.7 and KShs. i06.5 in
December 2010 compared to KSh. 128.0 and Ksh.1l2.2 in October 2010 to

the Sterling Pound and the Euro, respectively.

17. More recently in the first quarte; of 2011, the shilling has started

weakening against all major currencies. This follows rising oil prices with
political crisis in Middle East and North Africa (MENA).

ActiviE in the capital markets remain buolant

18. After dipping to 2,475 points in February 2009, from a peak of 5,?74
points in January 2007, the NSE
Index rose to 4,660 points in
October 2010 before declining to
4,240 in February 201 I .

Similarly, market capitalization
increased to KSh l.l9 trillion
January 2011 from KShs. 910
billion in January 2010 and KShs.

6l I billion in February 2009.
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19. The strengthening of the stock market indicators reflects improved
economic prospects as both domestic and external economy recover from
adverse effects of global economic and financial crisis. In addition,
improvement .in investor confidence, in part due to the bold reform
measures taken by the Government to improve transparency and

accountability in the operations of the NSE as well as steps to strengthen the
supervisory capacity of the Capital Markets Authority (CMA) contributed to
improved stock market indicators.

Update on Fiscal Performance

20. The macroeconomic assumptions underlying the 2010/il budget were
detailed in the 2010 BPS and the medium-term Budget Strategy Paper (BSP)
released in June 2010. The fiscal framework was anchored on continued
maintenance of a strong revenue effort and containing the growth of total
expenditure, while shifting the composition of expenditure from recurrent to
capital expenditure and eliminating unproductive expenditures and leakages
through improved public firnancial management. These principles also
included containing the growth in the public debt to a sustainable level in
order to ensure the private sector is not crowded out.

21. The 2010/11 budget envisaged total expenditure amounting to KSh.
998.8 billion, of which KSh. 675.6 billion was recurrent expenditure, KSh.
321.2 billion was development expendinrre, and KShs. 2.0 billion was
provision for Civil Contingency Fund (CCF).

22. This was to be financed by total revenue (including A-l-A and after
adjusting for LATF) amounting to KSh. 688.4 billion, donor project support
(including debt swap) totalling KSh. 143.6 billion, domestic debt rollover of
KShs. 61.5 billion, and domestic borrowing of KSh. 105.3 billion.

The underlying assumptions are broadly on track

23. As indicated earlier, the underlying assumptions of the 2010/11
budget in terms of growth and inflation has held up well. Real GDP growth
of 5.4% for the FY 2010/11 is expected to be achieved, barring any adverse
effects of the recent short dry spell.

24. Average inflation assumption of 5 percent for the financial year is

also expected to be achieved, in spite of the recent upward pressure with
rising oil and food prices, as well as depreciation of the exchange rate.



Reyenues have fallen shod of hrget

25 . As at end of February 201 I , cumulative revenue receipts amounted to

KSh. 394.5 billion, against a target of KSh. 426.4 billion. This reflected an

underperformance of KSh. 31.9 billion. The underperformance was in

respect KSh. 13 billion in Ordinary revenue and KSh. 18.9 billion in

Appropriations-in-Aid (A-l-A). The shortfall in A-i-A partly reflects

underreporting by Iine ministries.

26, The underpertbrmance in ordinary revenue was associated with
various factors:

VAT withholding challenges during early in the tinancial year;

Competition in Mobile telephony sector;

Oil supply constraints that weakened tax collection;

. Changes in taxation of cigarettes in the Finance Act, 2010; and

. Implementation of new Alcohol Control Law.

27. For the remainder of the year, we expect the shortfall in ordinary
revenue to narrow further. Our revised ordinary revenue for FY 2010/l I is

expected to be KSh. 605.9 billion, down from KShs. 609.6 billion in the

budget. Going forward, the Government will modernise the VAT legislation

to address the current challenges associated with its administration.

Expenililure execution has also fallen behind

28. By February 2011, total expeirditure (based on disbursement)

amounted to KSh. 489.4 billion against a target of KSh. 611.9 billion. This
reflected an overall under-spending of KSh. 122.5 billion, of which KSh.

36.? billion was in respect to recurrent expenditure, while KSh. 85.9 billion
was in respect to development expendin:re and net lending. Expenditures

financed with domestic resources were below target by KSh. 38.8 billion,
and those financed with foreign resources were KSh. 47.1 billion.

29. The under-spending of the development budget reflected:

o Poor procurement plaruring fcr government funded projecs;

o Low absorption of development project funds due to delays in
processing and securing No Objections from donors; and



. Under-reporting by line ministries of actual spending, including
low coverage of expenditures incurred in the districts.

The deJicit was largely Jinanced by domestic bonowing

30. Taking into account the performance in revenue and expenditure
during the first eight monrhs of the financial year, the overall fiscal deficit
(including grants) was KSh. 89.8 billion, compared with a target KSh. 159.9
billion.

3 I . The deficit was financed by net domestic financing amounting ro
KSh. 69.7 billion and net external financing of KSh. 15.9 biltion. Details of
the budget outturn as at end of February 2011 are shown in Table I below.
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32. The revised budget has been prepared in the context of the above
challenges. Going by the current revenue shortfall, it is likely that the
financial year target for ordinary revenue will be missed by about KSh 3.7
billion.

33. On the expenditure side, it is important to note that we conducted a
Constitution referendum, which approved a new Constitution that was later
promulgated in August 2010. The preparation, promulgation and the
ongoing implementation activities of the new Constitution, together with
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other interventions to mitigate the ongoing drought and beef up security

along our porous borders, among others, have put huge demand for funding.

This together with other additional requests from line ministries has

amounted to over KSh 120 billion. In the face of revenue shorttall, it is

obvious that these requests cannot be met by additional borrowing without

causing serious macroeconomic instability.

14. In light of this and coupled with delays in implementation of projects

inctuding those for ongoing economic stimulus and strategic intervention

programmes, we have rationalized and reprioritized expenditure in the

context of revised budget to:

Take into account expected shortfall in revenues; anda

b. Address pressing additional expenditure requests in respect to

implementation of new Constirution, drought mitigation

interventions, security operatidns enhancement, and resettlement

of Internally Displaced Persons (lDPs).

35. Because of the need to saf'eguard spending on priority development

programmes, domestic borrowing has been raised to KSh. 125 billion from

KSh. 105 billion in the original budget estimates. The additional amount of
borrowing is considered modest and will not aft'ect macroeconomic stability

in terms of higher interest rates.

The New Extended Credit Facility with the INIF

36. The last economic programme supponed by ttre IMF ended in
December 2007. Since then, the Government has been engaged with the

IMF through the annual surveillance in the context of Article IV
Consultation. More recently, the IMF provided an emergency support in
2009 under the Exogenous Shock Facility following multiple shocks we

faced in the context of the 2008-09 global financial crisis and droughts.

37 . On 31" January 201 I , the IMF approved a new three-year facility for
Kenya known as Extended Credit Facility, following successful neSotiations

during the last quarter of 2010. Under the arrangement, Kenya will draw

US$ 509 million over the next three years (January 201 I to December

2013). The money will go towards boosting the reserves of the Cenual Bank

of Kenya. Normalty, the IMF funds are not available for budgetary spending

but are essential in boosting investor confidence and act as a reserve cushion

to help address any adverse external shocks.

9



38. The policies the Government has committed itsetf in the programme
are basically the ones it has set itself to do, as summarized in the Budget
Outlook Paper for 201I and also elaborated later in this BPS.

39. The programme enables us to:

) Transit smoothly to sustainable debt levels from the current high debt

situation that was brought about by our expansionary fiscal poticy
(Economic Stimulus) we undertook to shore up growth following the

2008-09 crisis;

) It will also allow us to spend on our investment programme
(especially in infrastruchlre such as roads and energy ) without
causing undue pressure on the exchange rate with increased imports;

and

) And finalty, it will help us to maintain fiscal discipline during this
period of implementation of a decentralization system.

40. Immediately after the IMF Board approval on 31'' January 2011, the
Government received US$ 100 million (about KSh 8 billion). Subsequent
disbursements will be semi-annual depending on successful reviews as

follows:

) The first review will be completed by July 2011 with 31" March

201I as the test date;

) The second review is expected to be completed by October, 201I
with 30'h June 201 I as the test date; and

l()

) Subsequent reviews will be semi-annual.

41. Because of the critical national objective of implementing the new
Constitution, the Government reached an understanding with the IMF that
during programme reviews sufficient room will be provided for the
implementation of the new Constin:tion.



III. ECONOIIIIC POLICY AND OUTLOOK

Global context

42. The global economy continues to recover, although unevenly and

with risks. According to the IMF latest World Economic Outlook for
January 2011, world output is

projected to expand at 4%

percent in 2011 and remain
more or less at that level in
the medium term.
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43. In most developing
countries, activity is buoyant
led by Brazil, Russia, India
and China (BRIC); ard sub-

Saharan Africa is also

expected to grow strongly.
However, inflation pressures

are emerging in fast growing
economies, especially China,
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with some signs of overheating, driven in part by strong capital inflbws. [n
developed countries, growth remains subdued and unemployment is still
high, and there are renewed stresses in the euro area periphery. However,

recent data suggest that USA and Germany are beginning to grow strongly -
this bodes well for our exports.

Grorvth prospects

44, As the global economy recovers and with the sugcessful

implementation of the new Constihrtio:l, prospects for the Kenyan economy

are bright, barring for any possibility of adverse weather conditions.

45. Real GDP is expected to grow by 5.7 percent in 2011 before

accelerating towards the 2007 growth level of about 7 percent in the medium

term. In terms of fiscal year, the projections translate to 6.1 percent for

2011112,6.7 percent for 20l2l13 and 6.8 percent for 2013/14, as shown in
Table 3 below. Growth will be bolstered by increased private sector

investrnent, stepped-up public investment in infrastructure projects such as

roads, energy, rails and ports, partly funded through Public Private

Partnership.

ll
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46. Whereas the projected growth is still below the target envisioned in
Vision 2030 necessary to increase labour absorption, further up scaling
would require mobilizing larger amounts of resources, raising factor
productivity, and moving to a higher value-added and more efficient
production stnrcture. Taking into account limited public resources, the
goverrrment must rely on the private sector to meet the economy's resource
requirements while developing the appropriate market environment to
promote efficiency. It is with this regard that the government will continue
to implement the privatization program; provide for private sector
participation in infrastructure development; promote fair market competition
and appropriate regulation of private sector activity; increase labor market
mobility; and provide greater private sqctor access to finance.

41 . The Government also recognises the importance of achieving durable
broad-based growth and the need to ensure that the gains from growth are
widely distributed through sustainable employment in order to guarantee a

lasting reduction in poverty and progress towards achieving the MDGs. In
addition, measures to address socio-economic inequities, improving the
country's human capital, and inculcating national cohesion are vital for long-
term stability and prosperity. To this end, the Government will continue to
implement the socio-economic priority programmes arriculated in the Vision

l:
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2030's first MTP, as well as increased devolution of resources to county
government levels in line with the new Constitution.

IVlacroeconomic Policies

49. In this regard, the Governmen; will begin to gradually adjust the

monetary and fiscal policies after the expansion in 2008-2009 to mitigate the

economic downturn. This move will help pre-empt any inflationary
tendencies while restoring public finances to sustainable paths.

50. With respect to monetary policy, the Central Bank of Kenya (CBK)
will begin to gradually adjust monetary policy in Iine with dxpected

performance of the economy and fiscal objectives. It is worth noting that the

recent relaxation facilitated the Government to access domestic credit to

finance critical interventions and the economic stimulus package in die wake

of the drought and global financial crisis in 2008-09.

51 . Over the medium term, monetary policy will be targeted at delivering
low and stable int'lation at around 5 percent, while at the same time ensuring

continued stability in long-term interest rates as well as maintaining a

competitive exchange rate consistent with Kenya's export-oriented private
sector-led growth strategy. Financial sector reforms including measures by

the CBK to license credit reference buieaus and agency banking shotrld help

enhance the efficiency of the financial sector and thus strengthen monetary
policy transmission mechanism.

52. The increase in investments is expected to worsen the current account

balance (including official grants), with the deficit expected to hover at

around 6.5 percent of GDP in the medium-term before declining to below 5

percent of GDP il the outer years.

53. With improved disbursement from donors and increased investor
confidence following successful implementation of the new Constitution and

positive sovereign ratings ftom S&Ps and Fitch (B+ with positive outlook),
the capital and financial account should remain in surplus. This will allow
the CBK to build up reasonable level of reserves over the medium term.

54. The Covernment remains committed to its intention to access the

international capital markets through issuance of a sovereign bond when

ll

48. Prudent and sustainable macroeconomic policies that ensures low and

stable inflation and affordable market interest rates as well as competitive
exchange rate, must form the foundation of the high growth and

development agenda set out in the Vision 2030.



global financial conditions allow. This is expected to ease pressure on
domestic interest rates with the pick up of credit by the private sector. It will
also help to set up a benchmark profile for the private sector to also borrow
from the international capital markets.

55. Despite the positive economic outlook, we recognize that there are
downside risks in 201I and the medium term. The risks include the weaker-
than-expected recovery in global economic growth and unfavourable weather
conditions should there be a prolonged dry spell into planting season in
201l. In addition, the recent increase in oil prices and the depreciation of the
shilling exchange rate could also put pressure on inflation and adversely
affect the projected growth. Should this happen the Government will take
appropriate measures to support economic activity and safeguard jobs.

IV. FISCAL POLICY AND OUTLOOK

Countercyclical fiscal policy

56. The multiple shocks-post-election violence, commodity price
increases, global financial crisis and droughts- we faced during 2008-09
threatened to reverse the gains we haC achieved in terms of expanding
employment opportunities for our people and fighting poverty. But a

concerted effort by the government, including easing of monetary and fiscal
policies helped to shore economic growth resulting in the recovery that is
now underway.

57. The economic stimulus programme covered spending in socio-
economic programmes (buildhg of health and education facilities in each
constituency, fish ponds, market stalls, among others) and infrastructure (up-
scaling expenditure in roads and power) and was largely financed through
domestic borrowing, in the face of falling revenues. ln this current budget
for 2010/ 1 I , we have maintained spending in the economic stimulus
programmes, in addition to introducing some strategic interventions aimed at
cementing the foundations of economic recovery.

ll

58. Partly as a result of these initiatives, our overall public debt has now
increased to about 48 percent of GDP from 39 percent of GDP in 2007/08.
This level of debt is considered to be on the higher si<Ie particularly when
compared with those prevailing in countries with similar level of economic
development like Kenya. Now that the economy is moving into a new
growth path, we will stabilize our borrowing in line with countercyclical
hscal policy. However, we will do this in a gradual manner in order to
safeguard the economic recovery, protect social and critical infrastructure



programmes, as

constihltion.
well as ensure the smooth implementation of the new

Medium-Term Fiscal Objectives

59. The government will aim to reduce the overall public debt to GDP

ratio from 48 percent in the FY 2010/l I to about 45 percent over the

medium term. This will require reduction in the overall fiscal deficit from
the current 6.0 percent of GDP to below 5 percent of GDP over the medium

term.

60. This mainly reflects the Government intention to strengthen revenue

collection with improved taxation regime and KRA processes as well as

continuation of the policy to contain unproductive recurrent expenditure

white providing sutficient room for implementation of the new Constitution.

The targeted fiscal deficit also accommodates continued investment by the

Government in infrastructure. Meanwhile, the Government is committed to

increased absorption of foreign financed project from the current level of
below 60 percent to 80-90 percent.
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61. The medium-term fiscal stance envisages continued borrowing from
domestic and external sources with the latter being largely on concessional
terms. The Govemrnent will ensure that the level of domestic borrowing
does not crowd out the private sector given the expected increase in private
invesfrnent with the pick up in economic activity. In this regard, the
Government will maintain its intentions to float a sovereign bond in the
international capital markets if and when the global financial conditions
permit.

62. Continued investrnenls ln infrastructure will include construction of
roads, railways (modemization of urban commuter rail system and
construction of standard gauge railway line from Mombasa to Malaba via
Kisumu), ports and airports as well as investments in energy, particularly
geothermal and renewable energy. The Covernment will endeavour to
explore new but competitive alternative sources of private finance, partly
through PPPs to finance development of some infrastruchrre projects. As the
Covernment strives to partner with the private sector through PPPs and
undertake to maintain public presence in ownership and strategic policy
setting, a PPP policy, which is key in creating a conducive environment for
public private partnership will be in place in the Fy20lll12. Meanwhile, the
PPP Steering Committee and Secretariat will continue, under the existing
legal and regulatory framework, to spearhead, coordinate, assess and
evaluate PPP projects in Govemment. It will also establish PPP standards,
guidelines, procedures, standard bid documents as well as review and assess

liabilities and approve PPPs projects. ln this regard, the relevant sector
ministries will be expected to conceptualize and identify projects that can be
undertaken through PPP arrangements as part of their strategic planning.

63. It should also be noted that there will be increased pressure on
current expenditure in view of setting up of new institutions and devolved
goverffnent following the implementation of the new constitution. There is

therefore need for continued prioritization while safeguarding critical social
spending in order for the government to live within its means. We also
expect continued support from development partners in the implementation
of the new constitution.

Policy Initiatives

64. The Government's focus will be on policies to remove binding
constraints to foster growth while creating an enabling environment for
strong private sector activity. This will enable the Government achieve the
national objectives set out under lhe Vision 2030's Medium-Term Plan,

t6



2008-2012, as well as help ensure that an increasing segment of the Kenyan

population benefit from economic development.

65. Specifically, the Government considers the following avenues to

achieve the national development objectives:

Setting up the essential frameworks for implementing the new

constin:tional order;

Encourage domestic and foreign direct investment in the flagship

projects identified under Vision 2030;

Stepping up public investment especially in infrastructure-roads,

energy, railways and ports, partly financed through concessional

external borrowing and/or Public-Private Partnership (PPP):

Expanding investment in physical infrastructure to improve public

transport and access to electricity, water, sanilation and housing;

Enhancing the quality of education and skills development;

Investing in agribusiness to assure food security, create

employment in the agriculh:ral sector, diversify export to drive

growth;

Improving the business enviroffnent especially with licensing

reforms, elimination of hurdles to business start-ups and ease of

cross border tradei and

Positioning Kenya through appropriate economic policy and

reforms to reap the benefits tiom regional integration with

opportunities accorded by EAC Common Market Protocol and the

wider COMESA market.

66. These efforts will be complemented with other structural reforms in

the area of financial sector, public financial management, judicial reforms,

l1

. Maintenance of a stable macroeconomic framework and creating

an enabling environment for business to thrive;



decentralization/electoral reforms, land reforms and governance and ant!
cornrption measures. The Government will work closely with the private
sector and development partners in all these efforts. The Covernment will
continue to implement reforms in the parastatal sector including
organizational and financial restruchrring and privatization. Further, in order
to untie mature investrnents and mobilize resources for priority governrnent
investment areas and inject efficient and professional management systems
for effective service delivery, the modernisation programmes for the

identified entities will be concluded.

201l.I 12 Budget Framovork

67. The 2011/12 budget framework is set against the background of the
medium-term macro-fiscal framework set out above and the Government's
national strategic objectives as outlined in Vision 2030 MTP. Real GDP is

expected to increase by 6.1 percent in FY 2011/ l2 underpinned by continued
good performance across all sectors of the economy. The projected growth
assumes normal weather pattern during the year. Inflation is expected to
hover at around 5 percent, reflecting continued implementation of a prudent
monetary policy. Finally, gross international reserves are expected to
increase gradually to the equivalent of 3.5 months of next year's import
cover by June 2012, up from 3.4 at eni-June 2011.

Revenue Projections

68. The 20l1l12 budget targets revenue collection including AiA of 25.2
percent of GDP. As noted above, this performance will be underpinned by
on-going reforms in tax and customs administration. The modernization of
VAT legislation is expected to significantly simplify tax collection and

enhance the revenue yield. As such, total revenues including AiA are

expected to be KSh 774.4 billion.

69. The key policy document guiding the Covernment's funding
allocation decisions continues to be the first MTP (2008-2012) of Vision
2030, which provides the overarching development priorities. ln 20lll12,
overall expenditures are projected at 31.7 percent of GDP (or KSh 975.8
billion), down ftom 32.'l percent (KSh 883.9 billion) in 20i0i 11 revised
Budget. This reflects adjustrnent to one-off items including expendihrre on
referendum.

l3
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Recurrent Expenditure

70. Recurrent expendirures are expected to decline slightly from 22.3

percent of GDP in 2010/ I 1 to 20.5 percent of GDP in 20llll2' on account

of a moderately lower wage bitl, adjustment of one-off items and robust

growth in nomina.l GDP.

Wages and salaries: The wage bill is expected to remain at about 7.2

percent of GDP in 2011112, after making the year-by-year

incremental adjustment to salaries. The continuation of a policy of

restraining growth in wage payments and the coming on board of the

Salary Review Commission to review remuneration across the board

is expected to stabilize wage bill growth, thus freeing more resources

towards MTP priorities and implementation of new Constitution.

a

Transfers'. Ongoing reforms of parastatals and semlautonomous

government agencies should ensure that the nominal value of

transfers to these agencies is maintained at 2010/11 level, thus

providing fiscal space for priority expenditures. Any wage

adjustments for these agencies is expected to be made within the

ministerial ceilings.

Goods and services: expenditure ceilings for sectors/ministries are

determined by the funding allocation for goods and services in the

previous year budget as the starting point. The ceilings are then

reduced to take into account one-off expendirures in FY 2010/11 and

then an a justment factor is applied to take into account the general

increase in prices.

Development and Net Lending

71. Consistent with the objective of increasing resource allocation

towards development outlays and after adjusting for one-off items in

2010i I1, the ceiling for development expenditures including donor funded

projects will iDcrease to KSh 331 billian (10.8 percent of GDP) in 2011112.

l9

o Consolidated fund senices: Domestic interest payments are expected

to remain stable relative to GDP at 2.5 percent in 201l/12 with stable

interest rates, while pension expendirures decline to 1.0 percent of

GDP in 2}l7l12 from 1.1 percent in FY 2010/ll on account of

upward adjustments of the mandatory retirement age to 60 years.



Most of the outlays are expected to support critical infrastructure that will
crowd in private sector invesrnent in the flagship projects as well as critical
interventions to remove binding constraints to growth. With the economic
recovery on course, the Government will exit from the economic stimulus
programme and, therefore, Ministries are expected to cater for any
envisaged costs associated with these programmes within the provided
ceilings.

'72. Project loans and grants not tied to conditionalities from development
partners are expected to rise to about 4.0 percent of GDP in 20ll/12 from
3.4 percent in 2010/l l. With improvement in procuremenr planning, the
absorption capacity of project funds is expected to increase, resulting in a

higher investment Ievel in infrastructure activities.

73. In view of challenges of climate change, a drought expenditure of
KSh 2 billion and contingency provision of KShs. 2 billion will be provided
in the budget for 20llll2. We have also set aside an additional KSh 9.5
billion for the implementation of Lhe new Constitution and initial
preparations of the next general elections. Costing of the implementation of
the new Constitution is ongoing and additional funding will be considered
with finalization of spending plans.

Overall Deficit dnd Financi,tg

'74. The overall budget deficit (including grants) in 20lll12 is projected
to be about KSh 152.6 billion (equivalent to 5 percent of GDP). Net external
financing amounting to KSh 47.4 billion (1.5 percent of CDP) is expected to
cover part of this budget deficit, leaving about KSh 105.2 billion (3.4
percent of GDP) to be financed through domestic borrowing.

'75. The Government will continue with the maturity structure of
government debt at 75:25 ratio in favour of long term Treasury bonds. More
recently, the government has been able to issue a 3O-year bond, signifying
increased confidence in macroeconomic management.

MEDILM.TERM RESOURCE ENVELOPE AND CRITERIA
FOR R.ESOURCE ALLOCATION

Resource Envelope

76. The resource envelope available for allocation among the sectors is
based on the medium term fiscal framework outlined above:

20



Domestically mobilized budget resources finances about 90

percent of the budget. Of this, tax revenue (income tax, customs

duties, value added taxes, and excise taxes) accounts for over 80

percent of total budget resources. Between 2011112 and

2013114, tax revenue is expected to grow broadly in line with

economic growth. after a recovery in 2010/11 from a low base;

Committed external financing in the form of grants and

concessional borrowing tied to specific programmes/projects are

expected to stabilize at about 4 percent of GDP over 20ll/12
and 2013/ 14; and

Domestic borrowing, which has been financing over 75 percent

of the budget deficit during the economic stimulus period, is

expected ro finance less than 70 percent of the deficit ir 20l'lll2
and decline steadily to finance less than 40 percent of the budget

deficit in the medium term. This is consistent with the objective

of gradually reducing the debt stock as a percentage of GDP. It
should also be noted that the sharp decline in domestic

borrowing over the medium term reflects a proposed

substitution of borrowing from domestic sources to external

sources through the issuance of a sovereign bond in 2012113,

market conditions permitting. Accessing external capital market

through issuance of sovereign bond is consistent with the

objective of ensuring realistic domestic interest rates in order to

avoid crowding out the private sector as the economic activity
picks.

Medium-Term Expenditure Estimates

?8. Year 2011 medium-term expenditure projections, classified by sector

are provided in Annex Tables 6, 7 and 8. These are projected baseline

ceilings that do not take account of policy-related spending proposals that are

currently under consideration.

ll
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77. It is important to note that ordinary revenue is projected to cover

funding required for recurrent expenditure, leaving the entire development

budget to be financed mainly through extemal project grants and loans, as

well as domestic borrowing including infrastructure bonds. This approach

bodes well for long-term sustainability of our public finances.



Resource shaing criteria Jor baseline ceilings

79. The baseline estimates reflects current spending priorities in social
programmes (health and education) and infrastructure as well as Vision 2030
flagship projects. Housing, water supply and police services, judiciary and
Parliament also receive large shares.

80. Overall. the resources available are shared in accordance with the
following guidelines:

(D Non discretionary expendirures: this takes first charge and includes
payment of stahrtory obligations such as loan amortization and
interest payments, salaries for constitutional offices and pension and
salaries for line ministries and public entities that are financed by the
National Exchequer. These expenditures are projected to account for
about 54.5 percent of the expected ordinary revenue receipts.

(iii) Development expenditure'. As already indicated, it is only 4.5 percent
of the ordinary revenue that will be available to finance part of the
planned development expenditure. The rest of the development
expenditure will be funded through borrowing from the domestic as

well foreign sources. Development expenditures are shared out on the
basis of the Vision 2030 and MTP priorities as well as other strategic
intervention to deal with unemployment and remove constraints to
growth. The following guidelines sre used:

On-going projects: emphasis is given to completion of on-going
projects and in particular infrastructure projects, flagship projects
and projects with high impact on poverty reduction and equiry.
employment and wealth creation.

Starutory requirements'. priority is also given to programmes that
must be funded in accordance with the law -- Constiruency
Development Fund (CDF) and Local Authorities Transfer Fund
(LArF).

a

(ir) Operations and naintenance: Ministries/Departments are allocated
funds for basic operations and maintenance. This accounts for 4l
percent of the projected ordinary revenue, of which Defense and

NSIS account for 8.4 percent. Thus, taking into expenditure on non-
discretionary and operations and maintenance the available balance of
4.5 percent from total ordinary revenue is the recurrent budget
surplus to be shared among other ministries/government departments
to fund their planned development projects/prografirmes.



Finalization of spending plans

81. As indicated earlier, the projected baseline ceilings do not take into

account policy-related and strategic spending proposals that are currently

under consideration. As line ministries/department budgets are scrutinized

and the resource envelope firmed up, it is tikely that additional resources

may become available. Government will utilize these resources to

accommodate key national strategic priorities with sound business plans

including:

. Implementation of the new Constitution covering proposals not

accommodated within the baseline ceilings.

Consideration for additional resources for strategic intervention in

the area of education, health, infrastnrcrure (rail and port),

tourism, internal security and agriculture; and

Strategic policy intenendons: priority is given to policy

interventions covering the entire nation, regional integration,

social equiry and environmental conservation. The implementation

of the new constitution is now a key national objective, thus more

resources will be set aside for this purpose over the medium

terms.

Giving specific consideration to job creation for the youth based

on sound initiatives submitted outside the normal budget

preparation.

Details of Sector Priorities

82. The medium term spending estimates for 2011/12 - 2013/14 ensures

continuity in resource allocation based on prioritized programmes aligned to

Vision 2030 MTP and policy initiatives to accelerate growth, employment

creation and poverty reduction. The recent achievements and key priority
targets for each sector are based on the reports from the Sector Working
Groups (SWG) after taking into account recommendations of the Ministerial
Public Expendinrre Reviews (MPERS).

Agriculture and Rural Development

83. The Agricultural and Rural Development (ARD) sector is critical to

economic growth, employment and poverty reduction. The sector is the
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mainstay of the Kenyan economy, directly contributing 26 percent of the
GDP with linkages in manufacturing, distribution and other service-related
sectors.

84. The broad goal for the sector is "an irurovative, commercially
oriented and modern agriculture sector". It aims to achieve this by raising
agricultural productivity, exploiting irrigation potential, increasing
commercialization of agriculture, undertaking a comprehensive review of the
legal and policy framework for agriculture, improving governance of
agricultural institutions, and land development.

85. The challenges facing the sector include high cost of agricultural
inputs such as fertilizer, agrochemical, drugs, animal and fish feeds, which
has been rising due to high energy costs (fuel and electricity), sea piracy and
poor infrastructure. At regional and international level, Kenya has signed a

number of protocols with other countries which have implications on
agricultural trade. For instance, following the reduction of import duty on
rice and wheat there has been increased importation of the commodities at

the expense of local production. Further, the sugar protocol comes to an end

in 2011 and it is likely to adversely affect local production,

86. In order to address the challenges, total MTEF estimates for the

sector are provided in the table below. For FY 2011/12, KSh 33.2 billion
has been set aside, after adjusting one-off items in FY 2010/11. This is
projected to increase to KSh 38.8 billion in 2013114, bringing the total for
the entire MTEF period to KSh 107.1 billion.

107.1

26.4

87. A number of functions in the sector have been assigned to the
counties under the new Constitution. These include crop and animal
husbandry, livestock sale yards, abattoirs, plant and animal disease control,
fisheries and cooperative societies. Over the medium-term, the national
departments will need to be reorganized and rationalized to ensure efficient
delivery of services in a decentralized system.

Agriculture and Rural Development l/
KSh billion 2010/ I I

Revised
20tU t2 2012n3 2013n4 201 I

MTEF
Total

Medium-term estimates

Total
o/w: wages

36.0
8.7

33.2
8.8

35. I
8.'7

3 8.8
8.9

l/ The sector comprise of agiculture, livestock development, cooperalive
development aad marketing, lands, and fisheries development.
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Trade, Tourism and Industry

88. Despite impressive performance over the recent Past, Trade, Tourism
and Industry (TTI) sector still faces a myriad of challenges ranging from

high cost of production, competition from cheap imports, high taxes and low
credits from financial institutions. These challenges hamper the sub-sector

from realizing its full potential.

89. To contribute effectively to overall development, the sector plans to

create an enabling business environment for trade and investment: undertake

policy, legat and instinrtional reforms for the development of the sectori

support entrepreneurship and industrial development; promote exports and

sustainable tourism by making Kenya a leading destination for investment

and tourist of diverse and high quality products; deepen the EAC

integration: and preserve our national heritage and culture.

90. The Sector has identified five priority programmes for

implementation during the MTEF period 2011112 to 2013/14, namely: trade

development and investment; coordination of East African Community

matters; national heritage and culture; tourism development and marketing;

industrial development and investrnent.

91. Total 201I MTEF estimate for the sector is KSh 43.7 billion. For FY

21lll12, KSh 13.5 billion has been set aside, representing a 9.8 percent

increase from FY 2010/il funding level. This is projected to increase to

KSh 16.1 billion in 2013114.

92. Some of the assigned functions to the counties include markets, trade

license, fair trading licenses, and local tourism. The total cost of providing

these services are being worked out and will become clear in due course and

reflected in the next MTEF cycle.

Trade, Tourism and Industry Sector l/
KSh billion 2010/11 201U12 20t2n3 20t3n4 2011

MTEF
Total

Revised Medium-term estimates

Total
o/w: wages

r3.5
t.2

14.1
t.2

16.I
1.2

l/ The sectot comprise of trade, east Afica community, natiotul heitoee ald cukurc, tourism,

and industiolizoion

li

t2.3
t.2

43.'I
3.6



Phy sical Infrastructare

93. Physical infrastructure continues to be an enabler for sustained
development of the economy and particularly the six key sectors identified
under the economic pillar of Vision 2030.

94. Despite major achievements over the recent past, there are still
challenges. During the 20lll12 - 201312014 period, the sector's goals
include: accelerating ongoing infrastructure development, focusing on
quality, aesthetics and functionality of the infrastructure services developed;
support identified flagship projects to ensure contribution to the economic
growth and social equity goals; improving efficiency and effectiveness of the
infrastructure development process at all levels of planning, contracting, and
construction; protecting the environrnent as a national asset and conserving it
for benefit of the future generation; and providing utility sector (electricity)
that is modern, customer-oriented and technologically-enabled to provide
efficient, cost-effective, quality services to all citizens.

95. Total MTEF estimate for the sector is KSh 594.7 billion. For FY
Z0llll2, KSh 193.1 billion has been set aside, represenring a 16 percent
increase from FY 2010/ll funding level. This is projected to increase ro
KSh 206.5 billion in ZOl3l14

Environnrcnt, Water and Irrigation

9'1 . The sector plays a key role in providing a clean, secure and
sustainable environment, in addition to developing natural resources that
form critical linkage with the other sectors of the economy. Prospects for the
country's long-term growth are therefore dependent on effective
management of these resources.

Physical Infrastructure l/
KSh billion 2010/ll

Revised
20fin2 2012n3 2013n4 2011

MTEF
Total

Medium-term estimates

Total
o/w: wages

166.5
't?

193.1

3.3
195. r

3.3
206.5

3.3
594.7

9.9
l/ Iaclutles roads, public work, ffanspon, energy, local govennent, Nairobi metropolitan

uelopment, Kenya *ildlife seruices and housing ubseclors

).6

I

I

96. Assigned functions to the counties include county roads, street
lighting, traffic and parking, public road transport and ferries and harbors,
and housing. Costing of these services is ongoing and will be reflected in the
NEXt MTEF.



98. Funding to the sector has increased over the years with about 70

percent going to water and irrigation. The absorption rate of funds by the

sector has averaged about 80 percent, in part due to the unpredictability and

delayed disbursement from donors and technical issues in the procurement of
goods and services.

99. The MTEF estimates of KSh 146.5 billion will fund programmes on:

water supply and sewerage/sanitation services; water resources management

and water storage; irrigation and drainage infrastrucure; environment

management and protection; natural resource data and information; mineral

resources management; meteorological services and climate change; forestry

development, research and management; and wildlife conservation and

management.

100. For FY 2011/12, KSh 52.2 billion has been set aside, representing a

4.4 percent increase from FY 2010/l I funding level. This is projected to

increase to KSh 48.4 billion in 2}l3l14, bringing the total MTEF funding

level to KSh 146 billion. Under this sector, assigned functions to the

counties include soil and water conservation, forestry, storm water

management, and water and sanitation services, air pollution, noise

potlution, other public nuisance and outdoor advertising. Detailed costing of
these functions is ongoing.

Human Resource Developnenl

l0l. Human resource development is a key foundation for national socio-

economic transformation. The overall goals of the sector are to: Provide
access to quality education and training in an equitable manner at all levels;
promote industrial peace and harmony, manpower development,

employment creation and enterprise competitiveness; improve the health

status of the individual, family and community by ensuring acceptable and

affordable curative health care services; and enhance access to, financing,
quality, efficiency and effectiveness of public health care delivery.

Environment, Water and I tion l/
KSh billion 2010/11

Revised

20lLl12 2012/i3 20t3n4 20t t
MTEF

Total
Medium-term estimates

Total
o/w: wages

50.0
2.7

52.3
2.8

45.3
2.8

48.4
3.2

146.0
8.8

l/ Includes water and irrigalion, environment and natural resources, forestry and

tvildlife.
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102. Despite the progress realized in the provision of a globally
competitive, quality, effective, healthy and well educated human resource
for sustainable development, the sector continues to face major challenges.
These range from access and equity, staff shortages and poor succession
management, HIV and AIDS, quality and relevance, financial management
issues, governance issues, outdated labour market information, inadequate
policy and legal frameworks and dilapidated infrastrucrure and equipment,
among others.

103. In the medium term, the Government will seek to address these
challenges by providing education and training opportunities, building
capacity in industrial training, optimal utilization of human resources,
medical services, health, and sanitation infrastructure.

104. For FY 2011/12, KSh 203.9 billion has been set aside, representing a

1.2 percent increase from FY 20i0/11 funding level. This is projected to
increase to KSh 225.2 billion in 2013114. Assigned functions to the counties
under this sector include county heaith facilities and pharmacies, ambulance
services, promotion of primary health care, licensing and control of
undertaking that sell food to the public and pre-primary education. The
costing of these functions is ongoing.

Research, lnnoyatiort and Technology

105. The sector facilitates the acquisition of new knowledge in order to
produce and improve products and processes. The sector therefore continues
to explore opportunities associated with the convergence of research,
innovation and technology to spur economic growth in tlle country as

envisaged in Vision 2030.

Human Resource Developrnent t/
KSh billion 2010/ l 1

Revised
20tU12 2012/t3 20t3n4 2011

MTEF
Total

Medium-term estimates

Total
o/w: wages

201..7

tt9.7
203.9
123.2

2r3.9
124.0

225.2
127.8

643.0
375.0

l/ Includes medical senices, public health and sanitation, education, and labour and human
resource development.

]lt

I

I

106. Recent achievements include completion of the pilot Analogue-Digital
migration in Nairobi and its environs, finalization of the provision of high
speed broadband infrastrucnrre targeting all major towns, government, social
and learning instihrtions in the country, operationalization of the
Government Data Centre and acquiring of 5,000 acres for the establishment
of ICT Park, among others.



Research, Innovation and Technology y
KSh billion 2010/l I

Revised
20tUt2 20L2tL3 2013n4 201 I

MTEF
Total

Medium-term estimates

Total
orfu: wages

66.2
?.9

68.4
3.0

72.0
3.1

82.8
3.2

223.2
9.3

1/ lncludes information and communicotio\; higher education, science and technology;

statistics: Bovemmenr inlormatio^ technolog! semices; resource surrey and reiwrc sensinS; and

reseorch, innovation aM technology inslitutioll!.

107. During the 2011 MTEF period, the sector will continue to improve

policy, legal and institutional frameworks, provide information and

communication services, strengthen research and innovations, expand ICT
infrastrucn:re, uain human resource, and enhance data management.

108. For FY 2011/12, KSh 68.4 billion has been set aside, representing a

3.3 percent ircrease from FY 2010/11 funding level. This is projected to
increase to KSh 82.8 billion in 2013114, bringing the total MTEF funding

level to KSh 223.2 billion. Some of the assigned functions to the counties

include land survey and mapping, among others.

Governance, Justice, Law and Order Sector (GJLOS)

109. Despite recent achievements in reduction in the number of reported

crimes and recovery/restitution of corruptly acquired assets worth over KSh

4 billion, the sector still faces major challenges-notably, crime, court case

backlogs and prison overcrowding. Also, corruption still remains a big
challenge.

110. Funding over the 201I MTEF period will: facilitate the

implementation of the new Constinrtion; improve access to judicial and legal

services for all Kenyans; enhance the security of identification, registration
and travel documents: enhance capacity of parliament to play its oversight
role and enact legislations; prevent and combat the occurrence of corruption
and economic crimes including tracing, iecovering and restituting corruptly
acquired assets and ensure public safety and security.

1l l. Other objectives will include provision of coherent coordination and

implementation of reforms within the sector; reform and modernization of
the electoral processes to deliver free, fair and credible elections; promotion
of national values and ethics; and registration and funding of political
parties.

112. Assigned functions to the counties include ensuring and coordinating
the participation of communities and locations in governance at the local

Ievel and assisting communities and locations to develop the administrative

29



capacity for the effective exercise of the functions and powers and
participation in governance at the loca.l level. Costing of these assigned
functions to the counties will depend on the scope of restructured functions
of the provincial administration.

113. For FY 2011/12, KSh 104 billion has been set aside, representing a

5.5 percent increase from FY 2010/ll funding level. This is projected to
increase to KSh 117.6 billion in Z0l3ll4, bringing the total funding level for
the MTEF period to KSh 340.9 billion.

114. This sector includes budgets for the Judiciary and National Assembly,
which are expected to be submitted directly to the National Assembly in line
with the new constitution. Their MTEF funding level has been arrived
following consultations with Judiciary and National Assembly.

Judiciary

ll5. The challenges facing the judiciary include case backlog, case delay
and inaccessibility to justice in many parts of the country. This is attributed
to Iack of adequate facilities in most of the existing 120 court stations in the
country; inadequate numbers of judicial officers and other support staff; and

slow adaptation and institutionalization of ICT technology and other
facilities.

116. During this MTEF period, the Judiciary will prioritize the
implementation of the new constihrtion and continue to implement strategies
that will lead to reduced case backlog, improved access to justices and

modernize the court system. These will be achieve as follows:

Governance, Justice, Law and Order Scctor l/
KSh billion 2010/ l 1

Revised
201 1

MTEF
Total

lvledium-term estimates

Total
Of which:

Judiciary
Parliament

3.9
7.6

104.0

9.3
8.1

t t9.3

10.3

9.'7

1r7.6

10.6
10.9

340.9

30.2
28.'7

o/w: wages 55.5 5'7 .4 60.7 6t.2 179.3
l/ Includ.es Ministry of S,ate for Provincial Admiaistration and I emal Secuity, Wce of the
Vice President and Ministry of Home Affairs, Ministry of lustice, National Cohesion and
Constitutional Affairs, State hw Ofice, Judiciary, KenJo Anli-Corruprion Commission,
National Assembly, Kenyo Notionol Audit Ofice, Ministry of State for Immigrotion and
Retistration of Persorc, Interim lndependent Electoral Commission and rhe Directorate oJ
Public Prosecution.

i0

20rilz 20r2i l3 I 2013i r4lI

I

e86|
I

i

I

I

I I

I



Operationalization of the new Jucidicial Service Commission (JSC)

including establishing a secretariat, hiring of staff, and developing

continuous education curriculum for all judicial staff to improve
skills.

Establishment of new offices/structures including the office of the

Deputy Chief Justice, Supreme Court and High Courts in the 32

counties where none exists currently.

Establishment of tribunals under the judiciary, the Board vetting all
judges and magistrates under the Judges and Magistrates Vetting
Act, 201 I , and the National Council on Administration of Justice

under the Judicial Service Act, 201l.

Automation of courts with the ICT strategic plan estimated to cost

KSh 4.8 billion during the MTEF period.

. Improvement of terms and conditions of service for judicial staff
including housing and car loan schemes.

117. Total MTEF estimate for the judiciary is KSh 30.2 billion. For FY
20lll12, KSh 9.3 billion has been set aside, representmg about 140 percent

increase from FY 2010/11 funding levei. This is projected to increase to

KSh 10.6 billion in 2013/14. The funding level is broadly consistent with the

estimates submitted to the Judiciary Service Commission.

Parliament

118. Parliament plays a crucial role in strengthening the democratic space

and good governance in the country. Under the new constitutional order,
parliament will consist of the National Assembly and the Senate. This is

expected to increase the resource requirement to cater for the increased

membership of Parliament from the current 224 to 418 and for additional
physical facilities and infrastructure.

119. In addition, resources will be required for capacity building,
embracing ICT to fulty realize live house broadcasts, and modemization of
the existing facilities. Due to increasing demands for additional facilities, a

development vote for parliament has been created.

120. Total MTEF estimate for the Parliament is KSh 28.7 billion. For FY
2011/12, KSh 8.1 billion has been set aside, representing a 6.5 percent

increase from FY 2010/11 funding level. This is projected to increase to

KSh 11.8 billion in 2013/14. The tunding level is broadly consistent with the

estimates submitted to the Parliamentary Service Commission.

ll



Public Administralion and Intenrulional Relations

l2l. The sector plays a key role in enhancilg public service delivery,
organization and coordination of Government business through plaming,
mobilization of financial and human resources in the public sector. In
addition, the sector links all other sectors with the rest of the world on
matters of international treaties, agreements, cooperation and resource
mobilization.

122. Funding over the 20t I MTEF period will enable the sector to oversee
the implementation of the new constinition; provide leadership and policy
direction in the governance of the country; coordinate and supervise
government affairs; promote sound public filancial and economic
management policies for socioeconomic development; articulate and
imptement Kenya's foreign policy for national development; promote
macroeconomic stability, mainstrearn MDCs into the nation's policy,
planning and budgetary process, implementation, monitoring and evaluation;
promote efficient and effective human resource management and

development for improved public service delivery: and promote public
service integrity.

123. For FY 2011112, KSh 69.8 billion has been set aside to fund its
programmes. This is projected to remain more or less stable at that level
over the medium term, bringing the total MTEF estimate to KSh 206.4
billion. Assigned functions to the counties include office of the governor,
county assemblies, county planning and development including statistics.

Special Progranunes

124. Activities under special programs include regional development
policies, youth empowerment, gender, chi.ldren and social development, and

coordination of development activities in arid and semi arid areas.

125. The strategic objectives of the sector include formulation and

implementation of policy guidelines for economic utilization of resources in
regions, management of disasters, enlancement of equity and poverty

20|112 2013n42012t13
Medium-term estimates

201 1

MTEF
Total

KSh billion
Public Administration and International Relations li

2010/ I I

Revised

69.8
6.9

66.8
7.1

69.8
7.4

206.4
21.4

Total
o/w: wages

7'7.5

6.6
I/ Includes state house, public service, foreign Sairs, planning and natiotwl development,

finance, cabinet offtce, public ser-vice commission and prime minister.

t:

I

I

I



reduction to improve the welfare of the people in arid and semi arid lands,

facilitation and empowerment of vulnerable groups including women and

youth.

126. Funding over the 2011 MTEF period will achieve the following
priority areas: disaster management; children's services; gender and social

developmenti policy and general administrative services; youth development

and empowerment services; management and development of sports and

spon facilities; integrated regional developmenti and special development

initiative for northern Kenya and other Arid Lands.

127. For FY 201i/12, KSh 38.4 billion has been set aside to support the

sector' activities. This is projected to increase steadily to KSh 44.6 billion in

20131).4, bring the total MTEF estimate to KSh 124.9 billion.

128. Assigned functions to the counties include sports and cultural

activities and facilities, among others. The sector will benefit from additional

funding from the equalization fund as some on the activities covered under

the sector benefit the marginalized categories. Detailed costing of the

assigned functions will become clear in the course of the next financial year

and will be reflected in the next MTEF cycle.

Revenue Sharing - 2012113-2013114

129 . Estimates for 201 I MTEF revenue sharing are provided in the table

below. As per the new Constitution, 15 percent of revenues are to be

transferred to county goverrment to fund the assigned functions. A further
0.5 percent of revenues are for the equalization fund to be disbursed as per

the provisions of the Constitution. It should be noted that these are tentative

projections to be firmed up following recommendations from the

Commission on Revenue Allocation.

130. Based on a tentative shareable revenue base comprising of all tax

revenue (personal and corporate income tax, VAT, import duties, and excise

Special Programmes l/
KSh billion 2010/ I 1

Revised

2011lt2 20t2n3 20t3fi4 201 I
MTEF

Total
Medium+erm estimates

Total
o/w: wages

40.3
2.6

38.4
2.7

42.0
2.1

44.6
2.7

t24.9
8.1

l/ tncludes regional developmenr tuthorities, gender aru1 chidren development, special

ptogrammes, youth ofairr dnd tports, nortlem K, awl arid lands

l3



tax) and other non-tax revenue collected by the Kenya Revenue Authority
and assuming that there is a one year lag in auditing of these revenue,
projected total revenues for counties (based on 15% rule) amounts to KSh
105.5 billion, while equalization tund is KSh 3.5 billion for 2012/13. This
will rise to about KSh 120 billion and KSh 4 billion, respectively, in
2013t14.

Source Ministry oI Findnce

Notes:

LATF = Local Au$ority Transfcr Fund

RMLF = Road Maintenancc Levy Fund

CDF = Constituency Devclopment Fund

l/ Ovm sourccs ofrevenue

2/ Incomc laxcs, impon duty, VAT, excisc taxcs, and non-tax rcvcnucs collectcd by KRA
'lhis is approximated by ordinary revenues.

Revenue Sharing,2009/10 - 2013/14
2009/t0 2010n I

Re| Bgt

t0llfi1, 20t2n3 201ln 4

National Oovernment 425.5 511.9 649.4 6'10.9 151.5

Dcvolved Governmrnt

LATF

RMLF

CDF

Coun(y Rcvenuc Fund (15% ofRcvcnue)

Eqr.ralization Fund (0.5% of Rcvcnuc)

Local R.venues l/

19.5

I0 4

t.1

t1.1

46.9

12.9

2.4

15. I

il 6

r5.0

2.1

t1.2

130.0 147.1

14.6 t6.5 18.7

105.5

l.i
21.0

120.1

4.0

23.6

Tolal shareable rrvcnuc 2/ 465 0 618.8 701.0 800.9 905 2

Percentoge share

Total shareable rettenue 100.0%

100.0%

100.0%

100.0%

100 0%

100.0%

100.0%

84.5%

100 0%

84.5%

County

Rerenue Sharing (15% o/ Retenue)

Equalization Fund (0-5o,4 of Revenue)

00%

0.0%

0.0%

0 09t

0.0%

a0%

l5 0%

05%
t5 0%

05%

,j{



VII. CONCLUSION

t3l. The government responded appropriately to the multiple shocks we

faced in 2008-09 by maintaining social spending in health and education as

well as providing economic stimulus countrywide, in addition to continuing
to invest in infrastructure such as roads, water and power. This was largely

financed through domestic borrowing-thanks to the fiscal space created

during the period of strong economic growth prior to the post-election crisis

where our domestic debt fell significantly to below 20% of GDP.

132. The countercyclical fisca.l measures raised fiscal deficit (including

grants) from 3.5 percent of GDP in 2007/08 to 6.5 percent oi GDP in
2009/10 and 6 percent in 2010/11. Consequently, our net domestic debt has

increased to over 24% of GDP. As the economy recovers, our fiscal

objective now is to reduce the budget deficit in order to bring our overall
public debt to sustainable level in line with stronger economic growth. The

gradual adjustment is designed to ensure that fiscal policy continue to
support economic activity and provide sufficient room to implement the new

constitution.

133. Overall, the set of policies outlined in this BPS are consistent with the

national strategic objectives pursued by the Governrnent as a basis of
allocation of public resources. Details of the strategic objectives are

provided in the first MTP currently being imptemented. The policies and

sector ceilings annexed herewith will be the basis for the preparation of the

201ll12 MTEF budget.

l5
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PROGRAMME NAME PROGRAMME OBJECTIVE PROGRAMME OUTPUT KEY PERFORMANCE IN DICATORS
D' Agribusiness and lnformation

Manatement
To promote suJtainable trowth
in agriculture through
proviJion of appropriate
Jupport for investmentr and
increared rural off-farm
incomes

Agricultural input ruPPliert
Trained

Number of input rupplier! trained

Modern agro-procetrint
technologieJ developed and
transferred

Number of agro-procerJing
technologiet tranrferred

Economically challenged
farmers provided with quality
inputJ

Number of farmers accessing
inputt(farm acreage below two
acres)

Recorded radio programs
produced and aired on
agicultural commoditiel
technoloty, information and
marketint.

Number of radio programr
recorded
Number of vernacular
protrammei on agriculture
produced and aired
Number of vernacular
proSrammer on agriculture aired

Agricultural Farmers
lnformation 5y !lem ertablished

Agricultural Farmers lnformation
Syrtem operational

P.4 Cooperative Development &
Management

Covernance and management
of cooperative societier
improved

Rerolution of di5pute5 in the
co-operative movement
lmproved
Cooperativet compliant with
Co-operative Societiet Act

Number of co-operative societier
complyinR

Members of management
committees of cooperative
tocieties trained in Sood
manaSement practices

Number of committee members
trained

Co-operative5 compliant with
SACCO societie, Act

Number of raccos complying

P.5 Cooperative Marketing To enhance capacity building
for value addition and market
accert in cooperativet

Commodity value addition
and market accert

lmproved capacity for value
addition

4'7

. Number ofcarer arbitrated by
the Cooperative Tribunal



PROCRAMME NAME PROCRAMME OBJECTIVE PROGRAMME OUTPUT KFY PERFORMANCE INDICATOR5
P.6 Firherier Development To maximize the contribution

of firherier to the achievement
of national development goals

especially poverty reduction,
food security and creation of
employment and wealth

Policy and legal framework
developed

Policier and final Filheries
Management Bill

Mariculture production Metric ton5 conrumption of Mari-
cultured fish and

Acreage of land under
aqua(ulture production

hectareJ of land under
aquaculture production

Fish production from
aquaculture

lncreased fingerlingr 5upply to
fa rmers

Metric tonr of annual
aquaculture production

firh fingerlingr tupplied to farmert

Ecory5tem based fi sheries
management planJ

Number of lpecies rpecific
management plant implemented

ConJervalion of Fi5heriet
critical habitats

Number of fisheries critical
habitatt gazetted

Filh rafety and quality a,rured Fiih Health inipection certificateJ
issued

To create a conducive
environment for land
adminirtration and
manaSement

. Comprehenrive National land
policy implemented

. o/o of National land policy
recommendation implemented

Land related laws harmonised Number of land related lawt
harmoniJed

lmproved accers to land
information

.7o GIJ baied National Land
lnformation ManaSement 5ystem
developed

.7o Kenya National spatial Data
lnfrartructure framework
developed

. Number of land retirterr conrtructed

. National and international
boundary pillars recured

P.7

. Number of National /Urban
T o hical base ma rheetj

4E

I
I
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Land Policy and Planning
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PROCRAMME NAME PROC,RAMME OBJECTIVE PRO6RAMME OUTPUT KF/ PERFORMANCE INDICATORJ
categorized countrywide catego.ized
Foot-borne di5eaie incidence
5urveillance carried out

Number of 5urveillance reportj
publirhed

Matt treatment of animals for
tryponosomiaJit

Number of animalr treated

TtetJe control tarRetr deployed Number of targets deployed
Quality breeding animalr for
farmer produced

Number of quality animals bred
Return on invertment (A.l.A)

Farmers group, rupportd to
provide/ accerr Artifi(ial
lnremination Servicer.

Number of farmerr acceJring A.l

Veterinary laboratory
invertigation and diagnortic
ramples analyzed

Number of ramples analyzed

Ertablirhing of Milk Cooling
Facilities and Milk Value
addition centerr along the milk
corridorr

Number of Milk Coolerr
Liter5 of milk cooled

TRADE, TOURI5M AND INDU'TRY SECTOR

P.l
Trade Development and
lnvertment

To facilitate globally
competitive trade and
inveJtment

Earnings from domeitic and
international trade

Value of export earningr from
COME5A from Kih5 112,893M in

2OO9 to I4O.OOOM in 2Oll

Value of export earnint, from Kihl
90,459M in 2009 to ll0,O0O M in
2Otl from EAC

Value of export earningr to the EU
from KJhs 90.8O2 million in 2009
to lOO.8OO million in 2Oll

. Value of export earnings through the
A60A framework from K5hr 18.89O

t0

I

t.

I

I

I

I

I

t.



PROGRAMME NAME PRO6RAMME OEJECTIVE PROCRAMME OUTPUT KEY PERFORMANCE INDICATOR5
million in 2OO9 lo 25,87O million in
20ll

Contribution of wholesale &
retail trade earningr to GDP

337o increaie in contribution of
wholerale & retail trade to GDP

Value of invertmentr in Export
Processing Zoner

Value of invettments in EPZS from
Kshr.2l.366 M in 2OO9 to 22.377
in 20ll

P.2 Co-ordination of Eart African
Community Mattert

To coordinate and monitor the
implementation of EAC Summit
and Council decisions on all
proSrammet

Number of )obs created in
EPZs

Number of Jobr created in EPZ'

from 30.523M in 2009 to
34.227M in 2O1l

lncreared Trade and Crors
Border lnvettment
Opportunitie5 within the EAC

PerceotaSe increase in trade
volume.
Percentate increate in foreign
investmentt

P,3

P.4

National Heritate and Culture
Tourirm Development and
Marketint

To harnesr. preserve and
promote Kenya'J cultural and
national heritage
To provide appropriate
information materialJ
Facilitate TouriJm development
and promotion

EAC Political Federation fa5t

tracked
17 meetintt hetd by the Hith Level

Tarkforce on Monetary Union for
harmonization of exchanSe rates,
fiJcal and monetary policier, and
eventual eitablirhment of one EAC

Central Bank
Heritate iiteJ and museums
dweloped

. Developed Heroer corner at Uhuru
Gardens by June 2012

. A developed Mausoleum of Koitalel
Arap tamoei in Nandi

. Heritage Jites, museumr and
monumentr rehabilitated in
Shimoni. Kitale Lamu and
Machakot

. stabilized Varco Da 6ama pillar in

5l

foundation for the EAC

Monetary Union and Political
Fede.ation



PROCRAMME NAME PROGRAMME OEJECTIVE PROCRAMME OUTPUT KEY PERFORMANCE INDICATOR5
Malindi by June 2012

. 2 mureumr developed in carisra
and Narok

Developed and mounted
Exhibition5 in Kirumu Mureum,
Maralal, Nairobi National Muteum
and Kabarnet Muleum

Enhanced cultural/ creative
industries.

. An e5tabli5hed lnternational Centre
for Artr and Culture

. l7 Cultural centres developed across
the country

. 2OO youth, trained on muric and
dance annually.

. 33 cultural exchange programmer
coordinated

600 cultu.al practitionert
regirtered and the Cultural databank
updated

Coordination and Retulation
of the N6Os Sector

. NCOr Coordination Act l99O
reviewed

. Code of conduct for N6Ot
reviewed

Audit guidelineJ for N6Oj
developed

Records preserved . Archival materialr acquired from
390 public offices

. 7.5 million Pages of documentt
dititized.

. Documentr microfilmed.
30OO documentr re5tored

Public library rervicet . A comprehensive databare on

I

I

I

I

I
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PROGRAMME NAME PROCRAMME OBJECTIVE PROCRAMME OUTPUT
communication

P.9 Houring Development and
Human Settlement

To facilitate accerr to decent
and affordable houJins and
improved living conditionr in
informal settlementr in urban
areas, improved quality ihelter
in rural areas and efficient and
effective managed government
ertater/plotj

No. of conrtituency
Appropriate Euilding
Technologier (ABT, Centre5
eitablirhed

30 conrtituency ABT5 Centrej
eitabli5hed

No. of houJins unit, and 5ocial
infrartructure facilities derigned
and conrtructed

Design and con5truct 4O0 housing
unitJ, one primary school. one
nursery school, one iocial hall, one
market centre and one health
centre in Mavoko, Athi River

No. of housing uniti developed
under Civil Servant5 Hourint
5cheme

2,OOO hou5ing units developed/
purchased under Civil Servants
Houring Scheme

No, of government hou5ing
units refurbiihed

7,500 government houiinS units
refurbished

P.l0 National Electrification
Programme

lncrease Access to Electricit/ Kilometres of power
transmir5ion lines constructed,
rehabilitated and energized

2.391 Kmi of power transmission
lines conJtructed. rehabilitation
and energized

New curtomerr connected with
electricity

3OO,OOO additional cuttomer5
conneded

Rural public inrtitutionJ
connected with electricity

IOOO public inrtitutions connected
with electricity

Publi. inJtitutionr inrtalled with
5olar electricity generatori (PVs)

in ASAL areas.

i80 PV, initalled

\vind power 5tation
conJtructed at Ngong hillt

55MW of wind power plant
constructed at Ngong hills

MW of Emergency power
procured

12OMW of Emergenc/ power
electricity

6eothermal power generated
by 2014

28O MW tenerated at Olkaria l&
IV

5'7

KEY PERFORMANCE INDICATOR5

I



PRO6RAMME NAME PROGRAMME OUTPUT KEY PERFORMANCE INDICATORS

P.t1 Renewable Energy Resources
Programme

Development of Renewable
JourceJ of Energy

Acreage of treei planted 320 Ha of rreet lanted

New energy centret ettablished 2 new Ener centers eJtabli5hed

Hou5eholdt/inititutioni with
improved cook stovei /
charcoal kilns

3200 improved cook
stove5/charcoal kilns

Wind masti and data loggerJ
inrtalled. Updated Wind
Rerource Atlat

20 wind mart5 and data loggerti
Updated Wind Resource Atlar

Biogar digeJter in5talled i Bio8a5 dite(er inttalled

Public buildingt efficiently
liShted

3 Public buildingr efficiently lithted
(Nyayo Houie, Harambee House
and Trearury Building)

Petroleum Exploration and
Dirtribution Programme

Security of FoJ5il Fuel Retourcet 5eismic Survey of unlicensed
BlockJ carried out

teirmic 5urveyi report

6ravity Surveyr report

National Petroleum Data Cenlre
e5tablirhed

Accerribility of branded LP6 in

the market
Standardized values fitted in all
LPC cylinders

P_13 Centralized Support
ProSramme

Efficient delivery of services Adminirtrative rerwices offered Efflcient adminirtration in the
Energy tub - sector

Planning servicej offered Ef{icient planning in the Energy
rub - tector

Financial rervicer offered Efficient financial manatement in
the Energy 5ub - Sector

P.14 Local Authority manaSement
and development

To lmprove lnfrastructure and
ManaEement in Local

Authorities

8ur parks conrtructed Ten (10) bus parkr con5tructed

Urban Databaies of
Geographical lnformation

Urban databare, of 615 / Ll5

developed and implemented in

58

PRO6RAMME OBJECTIVE

I

,,rl
. ()ravity survey of unlicenled

Blocks conducted
. National Petroleum Data Centre

establirhed



PROGRAMME NAME PROC,RAMME OB.'ECTIVE PRO6RAMME OUTPUT KFY PERFORMANCE INDICATORS
Syttemt (61S/Ll5) developed
and implemented.

[4,

. Ditaster retponre centrej
conrtructed

Fire and diraster responre centre5
conrtrucled in fou r countieJ

. Kilometrer of drainage cleaned.
treet planted, culvertt
conitructed and area of bush
cleared

Kazi Kwa Viiana (KKV) / Kenya
Youth Empowerment Proied in
39 countie5 carried out

. Kilometret of Jtorm water
drainaBe constructed.

Forty (4O)Kilometrer of itorm
water drainage conrtructed

. Kilometrer of urban roads
conrtructed.

102 Kilometre! of urban roadt
conrtructed

. school! conrtructed and
upgraded

Nine (9) 
'chools 

in Nairobi and
Mombaia conrtructed and
upgraded

. Wholesale I lub! conrtructed Thirteen (13) wholerale Hubr
conrtructed

. Wholerale marketr construded Twelve (12) Wholesale Markets
conrtructed

. Modern Marketr developed Twenty three (23) Retail Markets
conrtructed

. Live5tock Markets Developed 2lO Livertock Marketg developed
2.OO0 Modern Kioskr Constructed
in lO Maior towns

. Number of Ex street children
rehabilitated

. 2OO0 Ex Street Rehabilitated

. Model itreet family facility
purchased

Model Street Families
Rehabilitation Facility in Nyeri
(CYEC) - Nyeri Children and
Youth Empowerment Centre

59

. Modern Kiorkr conrtruded.



PROGRAMME NAME PROCRAMME OBJECTIVE PRO6RAMME OUTPUT KEY PERFORMANCE INDICATORJ
purchared

. Local Autho.ity lntegated
Financial Operation
Manatement Syttemt

Local Authority lntegrated
Financial Operation Management
Syrtemr (LAlFOMS) inrtalled in 92
LAt

P.15 Metropolitan lnfrattructure
and 5ervices

To enhance infrattructure
coonectivity and accettibility.
rafety and recurity that
facilitate5 within the
metropolitan area.

Kilometret of roads
conrtructed. and rehabilitated

50 Km of rtrateSic roadJ
conJtructed, and rehabilitated

Urban Tran5port Information
Syrtem

Metro urban Tran5port
lnformation I item develo ri

5ignalized iunction5 . 50 5iSnalized,unctions in Nairobi
Metropolitan Region

. I Bur Rapid Trantit develoPedBus Rapid Tran5it develoPed
and o rat iona I

100-200 mr capacity water
tankr conitructed
Boreholer lunk within the four
Metro countiet

20 Water tankJ conrtructed in the
Metro ReEion

Conttruction of l20 boreholes in
water deficit countiet

Safety and Security lnrtall 67 No. hith mast Metro
Wide recurit ht in

lnstall 30.0OO No. CCTV for
integrat€d urban rurveillance
ryrtem

PUBLIC ADMINISTRATION & FOREIGN REI-ATION'

P,I Management of ttate Affairt lmproved service delivery to
the public

Well planned and organized
itate functionJ, banquet5 and

art ie5

Number of Jtate funaions held

Proviiion of Quality tervi(ei to
all the State Houte clientr/
vititors.

High level quality of Servicer

offered.

lmproved Security and Jafety
within State HouJe. State

Number of recurity surveillance
iyrtemr inrtalled within State

6(.)

I

I

I

I

I

I

I

I

I

I I
I

I

t'
I

I
I

I

I



PROGRAMME NAME PROGRAMME OUTPUT KEY PERFORMANCE INDICATORS
Lodget Houte5 and LodBej

Number of buildingr refurbished
and lawnl maintained.

P.2

P,3

Human Rerource Manatement
and Development

Efficient Public Service delivery Reviewed and harmonized
remuneration structure in the
public service.

Re-aligned remuneration
5trucfure.
Updated ralary negotiation
guidelines.

Developed Bi annual
competency reportS.

No. of Analytical reportt

Feedback to MDA, on their
profe5r in competency
development.

No. of reporti analyzed and feed
back reportr given.

Job Evaluation reportr for the
Public rervice.

No. and type of reportr.

Promotion and protection of
Kenya'r National IntereJtj
Abroad

Proiperity and improved image
globally

Ne1, Mi5rionr/ Consulate5

opened
No. of new MiJ5ionr/Conrulatet
opened

loint Commirrionr for Co-
operation (lCC) launched

No. of Joint Commissionr of Co-
operation (.lCC) launched.
No. of JCC'r Convened

loint Social. economic and
cultural programmes
undertaken

No. of MOUI rigned
No- of joint protrammeJ
undertaken

lnvettment and development
arrirtance atreement5 or other
arrantementJ facilitated with
interested pannerj

Number of atreement5 or other
arrantementi facilitated

Placement of Kenyan, in key
porition5 in major
international organizations

No. of Kenyan
lobbied for
No. of positionJ

candidaturet

secured for

6t

PRO6RAMME OBJECTIVE

. lmproved working
environment through the
refurbiJhment and the
renovation5 done.



PROCRAMME NAME PROCRAMME OBJECTIVE PRO6RAMME OUTPUT KF/ PERFORMANCE INDICATOR-'
Kenyant

Mainrtreamed Diarpora into
national development

Draft Dia;pora policy in place

lnterconnection between
Misrionr and Headquarter5

Number of Mir5ions connected
with the Headquarter

P.4 Dirtrict Planning and
Community Development

lmproved living conditions for
Kenya's rural population

Constituency Retource
Management Stratety
developed (CRM5)

CRM5 in place and imPlemented

District Data bale developed Protrets repo( on 107 DIDCs
rupported under (CEl5P)

Revolving Loan Scheme in the
pilot dirtrictt

No of people accesting the loan
tund

Mainstreamed MDG national
planning

MDC compliant Dittrict
Development Plans and Policiet

Enhanced rocial welfare Level. of tocial welfare as

measured by diver5e indicet
Pro-poor proiectt under
implementation

Coordination of Policy
formulation and ViJion 2030

Economic growth befter
Quality of Life for Kenyans

T2l macroecooomic model
developed

Trearury 2l model in place

Enhanced skilk on poliry
rerearch, modeling &
forecarting and neSotiation

No of rtaff trained
Type of rkillr imparted

Enhanced regional and
international economic
corporation

Level of cooperation with
regional and international
organizationt

Knowledge Manatement
Kenya Chapter enabli5hed

KMA Kenya Chapter in place

lmproved accest to skilled
maternityserviceJ amonB
poor motherJ

Level of poor mother5 acce5sint
rkilled maternity servicet in 3

rural di5tridt and 2 slums of

6l
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PROGRAMME NAME PROCRAMME OBJECTIVE PRO6RAMME OUTPUT KEY PERFORMANCE INDICATORS
Financial managemertt
information 5yrtemi integrated

Percentage reduction in rtaff
hourr per tranJaction completed
Percentate reduction in audit
querier

PenJiont, death gratuitieJ and
other benefitr processed and
paid to retireet or their
dependantt

Time taken to proceJJ and pay
penrion and death gratuitiet
paymentJ

AwareneJt created on public

Procurement procedureS
Reduction in number of
procurement ditputer reported

Clearing and forwarding
5ervices provided to both

tovernment and private
entitiet

Time taken to clear and forward
cooritnmentt

P.7 Development and Stabilization
of the Financial Sector

A rtable interest rate, low
inflation and efficient financial
institutiont

Local, regional and
international fi rcal and
monetary atreementt
developed, domeiticated and
monitored

lnterett and inflation rateJ held
below threihold

P,B Promotion of lnveitment,
Private Enterprire and
Competition

Rapid indu5trialization in a
competitive butinett
environment

lnvestmentt attracted and
retained in a(cordance with
competition principler and
laws

Number of new inve5tment
venture, e5tabliihed

P,9 Ceneral Adminirtration and
Support Servicej

lncreared efficiency and
effectiveneJJ in lervice delivery

Adminirtrative rervice5
provided to all departmentJ

lncreate in cuJtomer !atirfaation
al meatured by rucceitive
cuttomer tatitfaction rurveys

P. to Cabinet servicer Ef{icient and harmonious
operationr of the 6overnment

New 6overnment Jtructuret
Created
Government policieJ paJsed

o/o improvement in tervice
delivery

lmproved understanding of
covernment policy among

lmproved Sovernance in Kenya
lncreased awarenet5 of

61
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PRO6RAMME NAME PROCRAMME OBJECTIVE PROCRAMME OUTPUT KEY PERFORMANCE INDICATORS

the public 6overnment policiet
Preiidential honours and
awardr invertiture

lmproved
inrpiration

patrioti5m and

o/o 6DP growth
Macroeconomic itability

P.ll Public sector Advirory Services lmproved performance
management of
Corporations,

and
State

Timely, accurate and evidence
based advice on rocial and
economic matters

lncreased compliance to State
Corporations Act and other laws
lmproved management

Enhanced compliance to State

CorporationJ Act
Reduced dependence on Treasury
lncreased return on public
invertment

lncreaied bilateral trade
Comprehenrive Peace Agreement
Reportt

o/o increase in Kenyan exportr to
Sudan
o/o expanJion of Kenyan share of
the tudan market.

P.12 Coordination and Supervisory
ServiceJ

Well Coordinated and
Functional 6overnment

Public Private Sector Stakeholder
Partnership (P55P) policy
Kenyan unemployed youth entated
in productive activitiet

KKV/KYEP action plan
Number of youths employed

Political and parliamentary mattert
addrelled

Number of parliamentary brieft
Number of 5ub-Cabinet
Committee meetings held

Rapid Rerults lnitiativet
(RRl'r) launched in MDAs

Number of MDA's
board on RRI'I

brought on

Performance contractt of MDA', Number of MDAS put on
performance contracl
Quarterly and annual performan(e
contrad reportJ

MDA'r I5O certification Number of MDA'I l5O certifled
Enhanced tranrparency and Reduced cases of public funds

65

PPS Policy in place



PROCRAMME NAME PRO6RAMME OBJECTIVE PROCRAMME OUTPUT KEY PERFORMANCE INDICATOR'
accountability in ttate corporations miJappropriation in ttate

Corporationj
Rertitution of ttate corpo.ations'
lort fundt

Number of rertitution verdicts
paired on liable ttate corPorationt

Syrtem duditr in public in5titutiont Number of tyttem auditt (arried

out
Value for money auditt Number of value for money audits

carried out

P.t3 Adminiitration of Human
Resourcei in the Public Service

Enhanced human retour(e
capacity for efficient and
effective
public tervice delivery

lncreale level of awarenett on
wealth declaration

Level of complian<e with Public
Offi.er Ethi.! A.t
Reduce recruitment and
promotion time
Number and tender of rtaff
recruited
Number of discipline cases

handled
Time taken to convey Committion
deciJionJ

Advertired vacanciei and
promotion5 disposed off
Dircipline ca5et ditpoJed
Communication of Commirsion
deci5ioni

Commirrion Adminittered
examinations and tubsequent
rerultt.

Duration of procerring Commir5ion
adminirtered eramt

Timely availability of relourcer
to departmentt

Level of customer ratiifadion

RESEARCH. INNOVATION AND TECHONOTOCY
P.I To formulate, implement and

review appropriate policies,
leSal and inrtitutional
frameworkr

Eills drafted for enactment on
HE5TI Coordination,/lCT and
Media policy and retulationt
Regulated network boltleneck5
in ICT Sector

No- of billr drafted on 5Tl
Coordination/lCT and Media
policy and regulationt

P.2 lnformation and
Communication tervice5

To promote knowledge bared
5ociety and economy

Applicationt, bookJ, reportJ
publicationr and other

Number of copiei of lnside Kenya
Today published

6b

I

I

I

I
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Policy, legal and institutional 
I

framework 
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PROCRAMME NAME PRO6RAMME OBJECTIVE PROGRAMME OUTPUT KEY PERFORMANCE INDICATORJ
documentarieg
Provirion of National
lnformation & EroadcastinB
Jervices
Promotion of local content

Number of documentaries and
film5 shot in Kenya
Broadband with support capacity
Number of productJ
Number /copieJ of Kenya Year
Book produced/disreminated

P.3 Research and lnnovationt To develop and promote
research, innovation and
technology development for
high value produd5 and
services-

Technologiet and innovationt
developed

Percentage increaJe in the number
of technoloties and innovation
developed'

P,4 ICT infrartructure development To enrure the availability of
accersible. efficient. reliable and
affordable ICT Enabled Services

in Kenya

Coordinated ICT Infrartructure
development through PPP

Percentate o, completion of
BPO/ICT Park
PercentaSe migration from
Analotue to Digital TV 5ervices
Kilometers of fiber optic cable laid
under NOFBI (Phase ll)
Number of digital villater created
under KTCIP
Number of Rural lnformation
Re5ource Centre ertablirhed
Percentage connectivity of MOIC
field stationr (tANr & WAN,
Number of 6ovemment Tele-
Prerence eJtablirhed
Percentate of PSTN lines
converted to lP platform

P.5 Univerrity and Tertiary
Education

To develop and JtrenBthen
human reJourcei and training
capacitiet

5killed manpower
Accredited inrtitutionr of
higher learning

PercentaSe increale in enrolment
in higher Iearning inrtitutions.
Percentage growth in the

61



PROGRAMME NAME PRO6RAMME OUTPUT KFY PERFORMANCE INDICATORS
completion rate.
Number of accredited in5titution
of higher learning.

P.6 Data ManaSement To develop an intetrated.
secure and reliable National
Database and rtrenSthen
ryrtemJ

Secure and reliable national
data bare
National ttatistical reportt

o/o of completion of lPR5 proiect
o/o of completion of National
Data Cenlre & DiJaJter Recovery
Centre
capacity of data ,tored
Number of statiitical reportr
published

cOVERNANCE, JUSTICE, tAW & ORDER
P,I Security tervicet Enhanced crime detection and

Stren$hened patrol5 to deter crime

Criminal carer inve5tiEated

Number of rurveillance camerat/itreet5
installed /covered
Number of offencer reported and
detected
Support to iudicial proceJ5 reJulting in
ru<ceirful proiecution

Number of cares rolved Community ratirfaction with police
tervicet

Countriet (rime index developed Trend in crime levels in the country
lmproved collaboration in
community policint amonttt
different actorr in recurity related
rervicej

Number of community poli<int unitt
operational

Provirion of adequately rkilled
police office6 in an equitably
distributed manner

Number of additional uniformed
officert recruited and deployed.

Improved phy5ical infrattructure
and equipment
Motivated police force

Number of modernized phyrical
infrattructure and equipment
Number of polace reforms completed

Monitoring and evaluation tyrtem Timeliness in Project implementation

6rJ

I
I

PROGRAMME OEJECTIVE

I

I

I

I

To provide protection to both
life and property, eecurity
reformt, detection and
prevention of crime and
community policing.

I

I

I

-
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PROGRAMME NAME PROGRAMME OBJECTIVE PRO6RAMME OUTPUT KF/ PERFORMANCE INDICATOPJ
P.2 Adminirtration and Field

rerviceJ

To improve accets of Jervice to
Kenyan citizenJ

Enhanced awarenets of
6overnment policie; in the field

Number of public barazal held

5trengthened Peace bu ilding and
conflid management

Number of District Peace Committeet
ertabliJhed and functional

Country't peace index Peaceful coexirtence among Kenyant
Stren$hened ditaster responre and
coordination.

Number of diraster preparednelr and
rerpon5e committees

P,3 National Campaitn Atainn
Drug Abuse (NACADA)

To provide leadership for an
all-inclurive. innovative
collaboration in the
coordinated pre\rention.
control and mitigation of drug
and 5ubstance abuse

5uppressed alcohol and drug
supply chain

Annual reporti on Jtatur of
alcohol and drug s supply chain

Reduced demand of drug and
5ubttan(eJ in Kenya

Annual reports on statur of drut
and rubrtance demand in Kenya

Drug addicB rehabilitated ,

treated and counseled
Number of drug addictJ
facilitated for rehabilitation .

treatment and counreling
lO0o/o enforcement of
Alcoholic and Drinks control
Act 2OlO

P.4 6overnment Printint Servicej To improve quality and
printing iervices

lmproved efficiency and
effectivenett in printing
government documentt

Reduced throughput time

lmproved Security of
government document5

Number of surveillance
equipment inttalled.

lncreared capacity of
government preJJ

Number of printing orders placed

P.5 Policy, Management and
Support Services to the Office
of the Vice Preridenry

To provide policy direction
and leaderrhip in Sovemment
businesl ar Principal fuJiJtant to
the Head of Jtate.

Fulfillment of delegated tarkj
by the President at National.
Regional and lnternational
level5.

Number of delegated taJkr by the
Prerident at National, ReSional
and lnternational levels fulfilled.

Revired Lonery Bill to
incorporate the establirhment
of National lottery

Revired Lottery Bill to
incorporate the establirhment of
National lottery Commirrion

69

Status report on enforcement of
alcoholic and drinkr control act
20to



PROGRAMME NAME PRO6RAMME OEJECTIVE PRO6RAMME OUTPUT KF/ PERFORMANCE INDICATORJ
Commirsion prepared revired
Three Draft Policies on
Correction tervice, 6amin8
and after care prepared.

Number of Draft Policies

developed on Correction tervi(e,
Caming and After care and
rubmitted to Cabinet and
Parliament

P.6 Correctional Servicet To contain and rehabilitate
offenderj

Offenders rerettled and
reintetrated back to the
community

Number of offender5 resettled
and reintetrated back to the
community

No. of formally trained and
vocationally trained inmates

3,4OO formally trained and 3,00O
vocationally trained inmate5 on
agricultural production and
afforertation

24 Complete Prironer5
accommodation wardt

No. of complete Prironers
accommodation wards
150 needy ichool goint
probationerr tupported with
formal education

Needy rrhool going
probationert supported with
formal education
No. of probationert
empowered with toolr and
other programt

l50 probationert empowered
with toolJ and other programj

P.7 Bettint and Lonery Service5 To eniure a well retulated
gaming industry

Eetting, LotterieJ and 6aming
activitier rupervi5ed

No. of Bettint. Lotteriet and
Caming activitiet tuperv i5ed

Public lotterie5 and prize
competition drawr presided

No. of public lotterie5 and prize

competition draws presided

Cases of illegal gambling
eliminated

No. of identified caJes of illegal
gambling eliminated

Database for permit and
licenre holder developed

Databare for all permit and
licenre holdert developed

BettinS Lotteriet and 6aming
Act to be reviewed

Bettint Lotterier and 6aming Act
reviewed

70
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PROCRAMME NAME PROCR.AMME OBJECTIVE PROCRAMME OUTPUT KEY PERFORMANCE INDICATORJ
MonitorinS and Evaluation Reportt Number of MonitorinS and Evaluation

Reportt
P. ]l Legal, Ethicr and Conrtitutional

Reform Programme
To provide a new
.onrtitutional order. forter
national Cohesion and
reconciliation. and enhance
acceJr to iuttice to all.

Bilk to be leSirlated in rerpect of
the 5'h schedule in the New
Conrtitution
Legal awareness for civic
empowerment of the public to be

created

Number of billt leSitlated

. Number of Open dayr held

Pool of Pro-bono lawyer and
paralegal trainers to be trained

. No. of pool of trained paralegalr

Ure of Alternative Dirpute
Re5olution (ADR) to be promoted

. No. of trained Trainers on ADR

Computerized Complaint handling
Jyttem to be innalled

Complaint Management lnformation
Syrtem

National coheeion
fortered

and integration 5 forumr conducted to provide
platformr for tuttained 5eniitization
campaign amonS the Kenyan youth

policies and programmes
promote national coherion
inte&ation in education
reevaluate and emphalized

that
and

tector

5 forumr held to re-evaluate and
empha5is policiet and programmes
that promote national cohesion and
integration in education tector
Repo(s on the preparation of Policy
on National valuet

Poliry on
developed

National values

Policy on National CoheJion and
intetration developed

ReportJ on the development of Policy
on National Coherion and inteSration
produced

Kenyanr 5en5itized on the
importance of national valuel in
national development

No. of tenritizationr national valuet
conducted

P.12 6overnance, Jurtice, Law and
Order 5ector Reforml

To provide policy framework
and proper coordination oflhe

lmplementation of l5O 9OOl:2008
procedurer

l5O implementation reports

12
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I
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I
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PROGRAMME NAME PRO6RAMME OEJECTIVE PROGRAMME OUTPUT KEY PERFORMANCE INDICATORJ
Governance, JuJtice, Law and
order Jector Reforms

GJLOS Jector-wide Admini5trative.
policy law and retulation, Jurvey
report implemented

Progresr 6JLO5 Jector-wide
Adminirtrative. policy law and
regulationr for the 6JLOs rector

Medium-Term Reform Stratety
(GJLOS Phale lt) implemented

Progresr report, on
implementation of 6JLO,
Medium-Term Strate8y

the
phase ll

P.l 3 Human Rights Programme To enhance the promotion and
protection of Human rightr in
lhe country.

National action plan and Policy on
human riShtt finalized and aligned
to the new conrtitution

Repor on aliSnment of National
action plan and Policy on human rights
to the new conttitution prepared

Establiih Effective and Sustainable
Syrtem for ReportinB on All
lnternational Human Rightj
Obligationr

No. of country
various Human
prepared

reportj
Rightt

under the
instrument j

Annual as5errments on the state of
Human RightJ in Kenya prepared.

Ar5estment report!
Human Rights in
prepared

on the rtate of
Kenya issued

National Action Plan (NAP) on HR
developed and implemented

Progrert reportt on the development
and implementation of the NAP

Monitoring of tovernment't
compliance with international
human rightr obliSationi to be
facilitated.

No. of reportJ on government'J
compliance with international human
rightr oblitationJ prepared

Public Educalion and Training on
human rights

No. of inrt itutionJ/individual5 trained

Economic Jocial and Cultural Rights
infused in policy and letirlation

Report on infurion of Economic Social
and Cultural Rights infured in poliry
and legirlation

Economic Social and Cultural Ri8htt
implemented

Reporl on the implementation of
E(onomic locial and Cultural RiEht5

P.14 Legal Education protramme To provide quality letal
education in Kenya

Letal education
implemented

leSislation Protre$ report on the implementation
of legirlative framework for legal

'13



PRO6RAMME NAME PROC,RAMME OBJECTIVE PROC,RAMME OUTPUT KEY PERFORMANCE INDICATORS
education

Letal reiearch project5
No. of policy research on legal
education conducted and reportt
produced

No. of curricula and rpecialized legal
courrei implemented

No. of legal clinicl and moot court,
aonducted

Clinical approaches to traininS
advocate5
Enhanced pupilage supervision
Enhanced learning proceir through
ICT application in lecture delivery
methodt

LeSal reJearch projectJ
No. of policy reiearch on legal
education conducted and reportt
produced

P. r5 Legal 5ervicer to 6overnment
and Public

Dome5tication of treatier and
aSreementt

No. of international treatiet
domesticated
No. of lnternational conventioni.
treaties and agreements being
complied with

Legal opinionJ No. of legal opinions
Mattert handled or concludd
Ca5es attended
Cases filed on behalf of government No. of care, filed
Revenue earned/saved Amount of revenue earned/saved
Ruling/judgmenti delivered No. of matters conclude
Arbitration,/mediationJ
conducted,/attended

No. of arbitrationt
conducted/attended

Alternate Dirpute Rerolution (ADR)
mechanism

-No
-No

of complaintt iettled in-houre
of Disciplinary committee

1l

I Contrnuing proferiional

I development (CPD) programmet

I for lawyer I

I

I

No. of rtudentr 5uperviied -

7o of ICT ured in lecture delivery
methodt

I

lz:Trff-""ni:rffir

I

I

I 
No. of carer handled/concluded 

I

I

I

I



PROGRAMME NAME PROGR.AMME OBJECTIVE PRO6RAMME OUTPUT KEY PERFORMANCE INDICATOR5
meetingt

Prorecuted complaintJ before the
Dirciplinary Committee

No. of complaintr prorecuted

No. of charges drafted and referred to
the Disciplinary Committee

Finalized 5ummary case, No. of rummary certificatet

Finalized normal ertate5 No. of finalized normal ertate5

Trutt accountr annual report Published Trurt, accounts annual
report

No. of reti5tration certificateJ in
rerped of companies. buriners
namer, tocietiet. adoptionr.
marriaEet

No. of certificater i5sued

Number of entitie, wound up No. of filer closed
lnrpection reports in respect to hire
purchase companies

No. of Hire purchase companier
inrpected

Bills and rubridiary leSislation! No. of Bills done
No. of 6azette Notices and subsidiary
legirlationr done

p.l6 Judicial services Promote Law And Order and
J u rtice

Policies formulated Number of policies formulated

Supreme court tervices to be
provided

Number of petitions concluded.

Number of conrtitutional rulingt
Appeal rervices provided Number of appeals finalized

High court servicel provided Number of civil and criminal caser

concluded
Resolved minor civil dilputes. fined -Number of cares concluded

75

Cazette Noticet



PROcR.AMME NAME PRO6RAMME OBJECTIVE PROCRAMME OUTPUT KEY PERFORMANCE INDICATORJ
traffic and petty criminal offence5 -Number of backlog cases cleared.

-Number of offenderr committed to
communal tervices.

P.17 Public Protecution Servicet Enhanced rule of law,
democracy and Human rithtt
and more effective
adminirtration of iuttice

No. of cases prorecuted
No. of reportt

Legal opinion report,
Mattert handled or concluded
Caier attended

No of carer where legal opinion Siven
No. of cares handled/concluded

P.t8 Legirlation and OverriSht LeSirlation and Cood
Governance

Lawt
Motiont
PAC & PIC Reports OverriSht reportr produced

6ood 6overnance environment No. of poliry documenti adopted
Eudgetr approved Ena.tment of the Finan.ial toolJ

P. r9 Audit Servicet To provide the aJruran(e that
national rerources are being
optimally utilizcd ar'd manated
for the public good.

Audit Reportt for Central
Covernment, Local

Government. State Corporation
Audit

50 Audit report, to be irsued
(Central 6overnment. I oral
Covernment. State Corporatior,

i79 Audil reporti to be illued-
(Central 6overnment, Local

Government, State

Corporation)

No. of Audit Reports- Central
Government. Local Government.
5tate Corporation Audit

P.20 Management of Electoral
Procesr in Kenya

To deliver free. fair and
credible electiont

By-Electionr conducted Number of by-elections conducted
Voteri !enritized on electoral
proceJS

Partner! identified

lncreated voter awareneJt by 3Oo/o

Number of partner5hipr eitablished

To reEirter eligible voters Statur of voter5 register

Electronic collation. tranimittion
and tallyint of elecloral data
developed

Electronic collation. tranrmirJion and
tallying of electoral data developed

P.21 Regirtration, Regulating and To promote Senuinely Regiitration certiflcate5 itrued Number of political partie5 regi5tered
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PROGRAMME NAME PROGRAMME OBJECTIVE PROGRAMME OUTPUT KEY PERTORMANCE INDICATOR'
Funding of Political Partie! competitive and ilsue-based

political partier. 47 Political Partier to be Funded. Number of Political Partier funded
P.22 Anti-Corruption To invettitate caser of

corruption and economic
crime, restitute corruptly
acquired arrett, and educate
public on corruption
prevention.

Number of corruption and
economic crimer caser invertiSated

173 Corruption and economic crimes
carer to be inveJtigated

Number of corruptly acquired aiJeti
recovered.

25 Corruptly acquired arrets valued at
KShs 1.5 billion to be recovered and,/or
restituted

Number of Kenyan5 renritized,
trained, educated and or enlisted to
combat corruption

I million Kenyans to be Jensitized.
trained. educated and or enlirted to
combat corruption

Number of Broad baled
Examioationr targetint variou5
rector'/inJtitutions/ Department5
carried oul to seal corruption
loopholet

5 broad bared Examinations tarSeting
variouJ rectorJ/in5titutions/
Departments carried out to Jeal
corruption loopholes

Number of lnttitutiong advited and
aJiirted on ways to eliminate
corrupt practicet

500 lnrtitution to be adviied and
arristed on wayr to eliminate corrupt
practices

Number of Dirruptive interventions
on corruption networks
accomplished

l0 Dirruptive interventionr on
corruption network to be
accomplished

HUMAN RESOURCE DEVELOPMENT
P.t Education Policy Planning and

Adminirtration
lmprove coordination of
education policy formulation
and implementation

Clear implementation
guideliner and proSramming

Rwired policy guidelinel and

Protramme,

P.2 Baric Education To expand accerr to baric
quality education for all
children aged 4-13 yearr and
enrure their retention to lhe
lart Srade

Grott enrolment rate
Completion rate

77

lncreaie enrolment and
completion levels



PRO6RAMME NAME PROC,RAMME OBJECTIVE PROCRAMME OUTPUT KE/ PERFORMANCE INDICATORS

P.3 Adult and Continuing
Edu(ation

lmprove and expand ACE Jo at

to benefit out of J(hool youth
acquire lifelong education

More fa€ilitiei providing ACE Reduction in illiteracy levels

P,4 5econdary and Tertiary
Education

Promote trantition from
primary education and reduce
wa5tage

Well equipped recondary
r(hoolr with adequate
tea(hin8 (apa<ity

lncreared trantition by PupilJ
from primary to recondary level

education

P.5 Quality Arrurance and
Standard5

lmprove quality of education
offered to pupilt at primary
and secondary lchoolr

Revi5ion of curriculum and
learning materials

P.6 Curative Health Servicet To improve the health statui of
the individual, family and
community by ensuring
acceptable and affordable
curative health care ,ervicet.

-lmproved hotpital5
infra5tructure
"5trenSthened Human
Reiource

-lmp.oved ho5pitalt
infrartructure
-5trentthened Human
Retource

Mortality rate,
Curtomer 5atitfaction
Life expectancy

Mortality rates

Curtomer satirfaction
Life expectancy

To increaie accej, to quality
and effective Promotive and
preventive health care lervicer
in the count

P.B Promotion of Eert Labour
Practicet

To promote industrial peace

and harmony and enhance
rafety and health of workers

Labour dirputes rerolved

Safe work environment

Number of labour ditputes
retolved
Number of trade ditputet
arbitrated and awarded
Number of hazardous Plants and
equipment examined
Number of people trained on
occu ational 5afet and health

To promote manpower
development, employment
creation and enterpriie
competitivenets

Decent employment for
Kenyanr

National tkillt lnventory
Number of individuals trained in

induttrial tkills
Number of Micro and Small

Ent ri!e workriter develo d
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PROGRAMME NAME PRO6RAMME OBJECTIVE PRO6RAMME OUTPUT KF/ PERFORMANCE IN DICATORs
to the needy people under relief food 5upport.
Resettlement of lDP j Number of lDP, resettled

lncreased participatory
inteSrated community
development traininS
lncreased check dams to
regulate river flow

Number of communitier trained

No of check dams completed

lncreared public awarener5 to
handle di5a5tert

Number of people aware and
able to manage dirartert

P.3 Gender and social
Development

To empower and provide
welfare servicer to the
vulnerable membert of ,ociety

Developed Plan of Action for
Older Perronr and the AReinR

Number of houreholds of elderly
persons provided with rupport

Trained leaders for community
8roup5

Number of Croup Leaderi trained

lncreaied Jupport to People
With DiJabilitier (PWD,

Amount of fundr dirburJed to
dirabled personl organizationi.
individual PWDs. and
procurement of aisi5tive device,
for PWDs

Developed gender
mainstreaming coordination
rtrategy

Reviewed National Poliry on
6ender & Development 2o00

P.4 Children's Servicer To safeguard the rithtJ and
welfare of all children in Kenya
in order to promote child
development

Dweloped Children policy Children policy drafted and
tubmitted to relevant bodies for
action

Developed national children
databate

Number of children beneficiaries
on the databaJe

lncreated tupport and care to
Orphans and Vulnerable
Children

Number of beneficiary
households.

P.5 Youth Developmenl and To equip youth with relevant Youth trained and ,entitized in 37.OO0 recruit, trained in

8l



PROCRAMME NAME PRO6RAMME OBJECTIVE PRO6RAMME OUTPUT KF/ PERFORMANCE INDICATORS

Empowerment Servicet rkillJ, knowledEe and riSht
attitudeJ for the labour market
and be productive citizens

relevant tkill5 paramilitary rkills
9OO 5killed youth in entineerint
(Diploma)
1250 Skilled youth in
engineering (Craft)

1200 Skilled youth in BurineJt
ManaEement (Dip/Cert)
l20O Skilled youth in Atric
(Dip/Cert) &. Plant Engineering
lOO0 5killed youth in Catering
(Dip,/Cert

4.OOO skilled Manpower in
artiran tradet
74.926 youth trained and
mentored on Ieader'hip
48,OOO youth 5enritized on career
choicet
48,914 youth senritized on Health
isiuer.
65.0OO Youth tentitized on
environmental istuet

48.914 Youth ientitized on
Crime, Drugr and Subttance

abu5e.

48.914 Youth ren5itized on
gender i55uer.

81,30O youth trained in

entrepreneu15hip skillt

Rehabilitated Orphaned Youthr ll.5oo disadvantated and
orphaned youth5 rehabilitated

lmprovement of facilitieJ in 80 Barracks for rervicemen/

82

I

I

I

I

I

I

I

I l

I

I

l



PROcRAMME NAME PRO6RAMME OEJECTIVE PROCRAMME OUTPUT KEY PERFORMANCE INDICATORJ
Youth Training lnititutionJ women Conttructed

120 Category E officeri houres
conrtructed
Refu rbirhment of administration
block at NYs
6 Kitchens and recreational halls
and double rpan kitchen
conrtructed
150 Youth Polytechnics (YPs)

rehabilitated and 313 equipped
Youth enterpriJe, financed 91,O00 youth enterprire,

financed
P.6 Mana8ement and

Development of SportJ and
Jport Facilitie5

To provide an enabling
environment for rportt
development

Youths identified and trained
in Jportr rkillt

54.OOO youthi identified and
trained in Jportr skillt

No. of national Jport5
chanrpionshipr orgarrized

153 national ,portt
championrhips organized.

No. of community tportt
grounds developed/
rehabilitated

75 community rportr trourdt
developed,/rehabilitated

P.7 Development of
Northern Kenya
and Other Arid
Lands

To improve the enabling
envi.onment for growth and
development of communitiet
livin6 in arid areas

lrritation ichemer ertablirhed
/rehabilitated

20 irrigation rchemer eitablirhed

Communitiet reitocked with
liveitock

8 Communitier restocked with
3.200 animal,

lncreated accesr to wat€r and
education, and improved
ianitation

ll0 boreholer drilled and
equipped
2l dams and panr excavated &.

de-tilted
I sewerage & treatment plant
compleled
l80 clairroomt
con Jtructed/rehabil itated

lil
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PRO6RAMME NAME PRO6RAMME OBJECTIVE PROCRAMME OUTPUT KEY PERFORMANCE INDICATOR5

NATIONAI SECURITY

P, ] Maintaining and 5afeguarding
National Security

To prevent. deter and defend
the Nation againtt internal and
external threat,

Secure nalional boundarier ed inveJtor confidence,

A(tionable intelliSence Protected (itizenry

lmprove Jecurity and
acceslibility of remote, hottile
and harh areas by
conrtruction of road.

Recovery/collection of illegal fire
armt and ammunitionJ.
Reitoration of law and order

8-l



IV. INTERGOVERNMETAL FISCAL
RELATIONS AND DIVISION OF
REVENUE

Introduction

106. The Constitution lays the foundation for a decentralized system of
governance by providing for two levels of government, namely national and
county govemments, which are distinct and inter-dependent and which shall
conduct their mutual relations on lhe Msis of consultation and coop€ration. In
addition, the Constitution provides that govemment at either level shall perform
its functions, and exercise its powers, in a manner that respects the functional and
institutional integrity of governmenl at the other level, and respects lhe
constitutional status and institutions ofgovernment at the other level.

107. The Constitution has assigned functions and tax collection powers to both
levels of govemment. In addition, the Constitution has provided for mechanisms
for equitable sharing of revenue raised nationally, as well as other
intergovernmental transfers. The functions are either exclusive to each level of
governments, shared or are residually assigned to the national government. The
Constitution stipulates that all revenue raised nationally shall be shared equitably
among the two levels ofgovernments and among county governments to enable
them provide services and perform the functions assigned to them under the
Fourth Schedule of lhe Constitution. In addition to their equitable share, county
governments also receive conditional or unconditional grants from the national
government.

108. The Constitution also has some important features pertinent to
intergovernmental fiscal relations. This is underpinned by a commitment to basic
human rights, set out in the Bill of Rights in Chapter 4, and to co-operative
governance, spelled out in Chapter 2. The Bill of Rights sets the tone for the
emphasis on the delivery of basic services to all Kenyans, which impacts on the
budgets of the two levels of government. Specifically, Article 43 of the
Constitution requires the Government to progressively provide for a minimum
basic standard of economic and social rights (i.e., better health care services,
education, clean and safe water, housing, and social security) to its citizens within
available resources. The commitment to co-operative governance is expected lo
create platform in which the intergovemmental system will develop and respond
to emerging needs. In particular, il is expected that the vertical sharing of
resources will involve a more interconnected approach that will encourage
consensus rather than conflict between the fwo levels ofgovernments.

26 2013 Budget Policy Statement



The intergovern mental budget process

Legal basis

109. Under the Public Finance Management (PFM) Act, 2012, each level of
govemment should be able to plan, formulate, execute and report on their
budgets. Towards this end, the national government will build capacity to ensure
thal proper financial management is in place in all the counties. This together
with sound foundations for intergovernmental relations should ensure a smooth
transition and uninterrupted provision of social services.

ll0. The PFM Act has formalised an intergovernmental budget process. [n
terms of the Act, the Commission on Revenue Allocation (CRA) recommends a

division ofrevenue si.\ months before the new financial year. This is submitted to
the Parliament, county assemblies as well as national and county executives. The
Cabinet Secretary responsible for Finance then notifies I ntergovemmental Budget
and Economic Council (IBEC) and the CRA before proposing a division of
revenue for consideration by Cabinet and then Parliament.

ll l. This intergovemmental budget process is now fully operalional following
coming on board ofthe county govemments. Thus, the 2013/14 MTEF budget
will be prepared in line with this process but with some modifications occasioned
by the delays with the just concluded general eleclions held in March 20l3the
bring on board the necessary budget processes given the already created
institutional arrangements.

Trunsfer of Functions

ll2. The Transition Authority (TA) has been created under the Transition to
Devolved Government (TDG) Act,2012, to facilitate the analysis and the phased
transfer of the functions provided under the Fourth Schedule. In addition, it will
delermine the resources required for each ofthe functions. [t is expected that the
TA will build on the current expenditure pattems based on the costing of the
devolved functions to provide a framework of transfer of functions to county
governments.

I13. The TDG Act provides for a phased approach of transfers of functions
with the national government stands continuing to perform the functions that
have been assigned to the counties until such a time, not exceeding thee years,
when the county governments are able to take over their functions based on
objective criteria established in line with Article 262 (15) ofthe Constitution. The
procedure and criteria for the phased transfer of functions, which will be canied
out by the Transition Authority are spelled out in Sections 23 and 24 of the
Transilion to Devolved Govemment Act,20l2.

27 2013 Budget Policy Statement

l14. The TA has gazetted all the functions ofthe previous local authorities to
be performed by the County Govemments. It has also gazetted all the county
functions under the Fourth Schedule to be performed by county government



starting July l, 2013. It is expected that this will not resuh in disruption ofservice
delivery to counties.

ll5. Nevertheless, the national government will continue to provide the
support for crealion ofthe necessary institutional structures and capacity building
to enable the county governments to function and deliver on their mandate. These
structures include the OfIice ofthe Governor and Deputy Covernor to provide the
administrative functions, County Executive Committees to oversee budget
formulation, the County Assemblies to approve budgets, and of-course the county
public service, which will implement and report on the budget.

I16. The county governments have come into operation at the time when the
preparation for the 2013/14 budget is at advanced stage, with the expectation of
submitting budget estimales by end of April 2013. As such, there will be teething
challenges in the preparalion of 2013/14 budget but this will be surmounted
through regular consultations with county govemments.

Resources available

Equitable shares

Olher resources

ll9. Aside of their equitable share, county govemments will have the
following resources at their disposal:

Condltional and uncondillonol gran r: These may be given as additional
allocations from the nalional government's share to which the national
govemment may or may not attach conditions.

O*n revenues'. Counties can impose property taxes, entertainment taxes,
as well as any other tax and user fees and charges they are authorised to
impose by an Acl of Parliament. Revenue raised by county govemment
constitutes own-revenues and will not b€ part of the pool of revenues

subject to sharing between the two levels ofgovernment.

28

l17. According to the Constilution revenue raised nationally shall be shared
equitably among each level of governmenl to enable it to provide services and
perform the functions allocated to lhem. The equitable division ofrevenue should
lake into account the functions assigned to each level of government and other
considerations outlined in the Constitution. The CRA makes recommendations
conceming the basis for the equitable sharing of revenue between the two levels
ofgovernment and among the counties.

ll8. The equitable share of revenue is an unconditional allocation to the
county governments. County govemments, being a distinct level of government,
are fully responsible for these funds and are directly accountable to their
respective County Assemblies for how the resources under their controlare spent.

2013 Budget Policy Slatement



Bonowlng: Counties may borrow only if the national government

guarantees the loan, and with the approval of the county government's

assembly. The PFM law provides for the framework for counties to
borrow in a transparent, prudenl and equitable manner

Equolizalion Furul

120. The Conslitution provides for an equalization fund, which the national
government shall use to provide basic services including water, roads, health
facilities and electricity to marginal areas in order to bring these services in the
marginal areas to national standards. ln line with this provision, the national
govemment has prepared the regulations on the equalization fund, which are

expected to be gazetted shortly. One half(0.5) ofa percent ofrevenue collected,
calculated on the basis ofthe most recent audited accounts ofrevenue received as

approved by the National Assembly, will be paid to the equalization fund.

Costing of Functions Assigned to County Governments

l2l. The Constitution has assigned functions to both levels of government.
The functions are either exclusive to each level of governments, shared or are

residually assigned to the national government. The Constitution under Article
187 provides that financing must follow functions. Therefore, il is important to
cost the assigned functions in order to determine the amount of resources to be

transferred to county governments. Since the Constitution requires that at least l5
percent of audited revenues should go to county govemment, this would mean
that at the very least KSh. 102.3 billion must be transferred to the counties based

on the latest audited revenues ofKSh. 682 billion for FY 20lll12.

Cost oflevolulion by budgelary seclot

122. The total cost of funding the devolved functions by sector based on the
existing level of services, including allocations for the Constituency
Development Fund (CDF), was estimated at KSh. I 70.7 billion for 2012/13
(Table 4.1). Adjusting for inflation, the cost ofdevolved functions is projected to
increase to Ksh. 198.6 billion in 70l3ll4 and to about KSh.218.4 billion by
2015116.
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Fiscal slruclurul reforms

91. Underpinning the fiscal program are measures to raise the revenue to
GDP ratio to about 24.0 percent by 2015/16. This will be achieved through

measures to simpliry the tax code in line with best practices, in order to help
improve ta,x compliance, minimize delays, and raise revenue. The VAT
legislation is expected to be passed by Parliament, while the Kenya Revenue

Aulhority (KRA) is expected to institute measures to reform lhe 1ax

administration to eliminate leakages and to expand revenue base. In addition, the

Government will rationalize existing tax incentives, expand the income tax base

and remove tax exemptions as envisaged in the Constitution.

92. On the expenditure side, the Government will continue with expenditure
management reforms lo improve elficiency and reduce wastage in line with the

PFM law of 2012. Expenditure management will be strengthened with
implementation of the Integrated Financial Management Information System
(IFMIS) across line ministries and departments and subsequently at the county
level following decentralization. The National Treasury is also expected to

operate a Single Treasury Account (TSA) to ensure eflicient and prudent

management ofgovernment cash resources for effective service delivery. TSA is
a unified structure of govemment bank accounts that enables consolidation and

optimum utilization of government cash resources.

Deticit Jinmcing policy

93. The medium-term fiscal stance envisages continued borrowing fiom
domestic and external sources with the latter being largely on concessional terms.

The Government will ensure that the level ofdomestic borrowing does not crowd
out the private sector given the expected increase in private investment with
accelerated economic expansion.

94. Non-concessional foreign bonowing will be limited to projects that
guarantee revenue streans and support long{erm groMh. Borrowing from the
international capital and loan markets has useful benefits, such as setting
benchmarks for bonowing by private and public-sector institutions. lt is in this
regard that the Government aims to float a sovereign bond in the international
capital markets during 201 3 I I 4.

20l3ll4 Budget Framework

95. The 2013/14 budget framework is set against the background of the
medium-term macro-fiscal framework set out above, the Government's national
srategic objectives as outlined in the Vision 2030 MTP and the broad
development policies of the new Administration. RealGDP is expected to expand

by 5.9 percent in FY 2013/14 underpinned by continued good performance across

all sectors ofthe economy. The projected gro\\(h assumes normal weather pattem

during the year. Inflation is expected to be maintained at a single digit level of
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Table 4.1:cost of devolved fu nctions t€clot n X5h billio

20rut2 201ut3 2013174 2014115 Z0t5lt62010/r1

Ce rliSector Act. Act. 8u ection

Agricllture and Rural oevelophent

Education

EnerSy, lnf ragtructure and ICI

Environm€ntal protection, Water and Sanitation

General Economic, Commercial and Labour Allairs

Gove rnance, J uslice Lrw and 0rder
Health

Public Administration and lntemational Relationr

Social Protealion, Culture and Recreation

11.2

0.4

53.s

8.8

5.0

0.3

31.4

17.5

10.1

9.8

1.6

54.3

5.8

4.9

0.5

53.9

22.3

7.7

10.5

0.4

45.7

8.0

8.7

0.3

21.8

14.9

6.2

15.7

1.1

80.9

11.4

10.2

o6
50.2

26.6

11.8

16.5

1.1

84.8

12.0

10.7

0.6

52.5

27.8

12.4

GMNDTOTAL 116.6 139.3 170,7 198.6 208.4 2t8.4
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123. The costs were derived as follows:

Current spending by ministries (both CoK and donor funds) through their
headquarters and district codes (Authority to Incur Expenditure);
Currenl transfers to local authorities of the Local Authority Transfer
Funds (LATF) aggregated by county; and

Current transfers to constituencies of the Constituency Development
Funds (CDF) aggregated by county;

124. In the current financial year 2012113, additional expenditures (March -
June 2013) related to new administrative structures, such as wages for County
Executive and County Assembly are estimated at about KSh. 9.8 billion. ln
addition, a one-off expend itures for setting up the necessary infrastructure (after
taking into account the already existing structures) to enable the counties to
operate is provided at KSh. 3.4 billion. Therefore, the total cost ofdevolution for
20l2ll3 is estimated at KSh. 183.9 billion (that is KSh. 170.7 billion plus
KSh.l3.2 billion cost of administration and infrastructure). This represents 30.2
percent of the most recent audited revenues approved by Parliament (or Ksh.
608.1 billion), about double the l5 percent constitutional minimum.

Projected shares

125. The resources available to be shared by the national and county
govemments over the coming three financial years are estimated on the basis of
projections ofthe economy's performance over the medium term. The underlying

assumptions are set out in Section II and Ill ofthis Statement.

z 2013ll4-2015116 period, the projected revenue shares for the two
mment are outlined in Table 4.2. Over the 2013/14 MTEF period,

'vernment average share is 80.3 percent ofavailable revenue, while
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that to counties is 19.7 percent. This division may change depending on the
extent ofthe application ofthe criteria set out in Article 203 ofthe Constitution
with respect to vertical sharing of revenue and the recommendations from the

CRA.

127. In terms of most recent approved audited revenues for 20lll12 (Ksh 682

billion), the projected total revenues transfers to counties accounl fc:r 29.1o/o. ln
this case, the equitable share to counties will be 23.1% which is well above the l5
percent minimum stipulated in the Constitution.

128. As for the Equalization Fund, it is projected to rise from KSh. 3.4billion
in 2013/14 to KSh. 4.4billion by 2015116.

129. Overall, the division of funds between the national and county
governments (known as vertical division) is a policy judgement that reflects the
relative priority of functions assigned to each level of government. It is a

that cannot be captured in a formula. Therefore, the factors listed in
I ofthe Constitution (national interest, public debt, and other national
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obligations, etc.) needs to be considered. In addition, lhe Government will take
into account the economic and social impact of services and the effectiveness
whh which extra funds can be spent. Of course, as per the Constitution, a
minimum of l5 percent of revenues will be observed in transfening resources to
county govemment to fund the assigned functions.

Cosl of devolved funclions by coun0)

130. Table 4.3 provides estimates of funds to counties based on the cost of
delivering assigned functions in financial year 2012113. These provide a rough
indication ofthe demand for basic services within the counties and can serve as a

basis for the initial distribution ofrevenue among counties.

l3l. About halfofthe counties (23 out ofthe 47) receive resource above the
per capita national average. Therefore, going forward the approved formulae is

expected to help redistribute resources so that a larger percentage of resources go

to those counties that have been left behind, either in terms of development or in
terms of county per-capita allocation of revenues. This should be done in a

manner thal ensures that the principle of "holding harmless" is respected so that

no county should suffer deterioration in service delivery because of devolution,
as envisaged under the Constitution.
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Approved Formula for Allocating Revenue

132. The Parliament approved, in November 2012, a new revenue sharing
formula. The formula takes into account population (45%), land area (8%),
poverty (20%), a basic equal share (25%), and fiscal responsibility (2o/o). The
resp€ctive equitable share ofthe components in the formula is provided in Table
4.4. Once the vertical division of revenue is established, the formula will then be

used to allocate revenue among the 47 counties.
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133. lt is expected that the cunent expenditure pattem will differ from the
allocation based on the new formula. Table 4.5 shows the impact of the new
equitable shares formula on the county allocations. There is varying degree of
redistribution among counties. This reflects the fact that the parameters in the
formula may not be the only determinants of resource allocation to the sub-
national level in 2012/13. For instance, there are counties that may get more
resources than suggested by the formula because they host institutions that
provide services to more than one county. Provincial hospitals are a good
example of such institutions which provide services to several counties and
whose functions have now been assigned to county governments. Since the
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formula will not pick up such subtleties, it will be important that the allocation
based on existing expenditure pattems and the new formula be harmonized in
order to avoid adversely affecting services delivery while ensuring equitable
distribut ion of resources.

y Apptov.d by Po.ltom..r lh Not.db.t2012

Division of Revenue and the County Allocation of Revenue Bill

134. The Cabinet Secretary responsible for Finance is required to table a
Division of Revenue (DoR) Bill and County Allocation of Revenue (CAoR) Bill
alongside the Budget Policy Statement. The DoR and CAoR Bill will set out the
final allocations to the two levels of governments and each of the counties,
respectively. The Bills shall be accompanied by a memorandum explaining any
assumptions and formulae used in determining the allocations, and how those
allocations comply with Constitutional requLements.
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135. [t is expected that the strengthening ofthe MTEF process under the PFM
Act will improve intergovernmental coordination and the budget process. ln
particular, national departments and county governments are expected to come
together in developing robust sectoral policy, particularly in the areas of health
and other social sectors, as well as in personnel expenditure. If this happens, it
will further improve the link between policy, planning and budgeting, something
which has b€en weak in government progr nmes in the pasl.

136. The Local Authority Transfer Fund (LATF) and the Constituency
Development Fund (CDF) constitute a part ofdecentralized public funds that the
government has been spending at the sub-national level. In addition, part ofthe
Road Maintenance Levy Fund (RMLF) comprise ofspending at local level. The
govemment is committed to ensuring that the equivalent of the funds earmarked
for the LATF, CDF and RMLF are provided for financing programmes and
projects at the county level. This is consistent with the principle of financing
following functions as these funds largely finance functions that have been
assigned to county govemments with the exception ofeducation in the case ofthe
CDF.

137. As regards the LATF, since these were funds going to the 175 local
authorities that are now under the 47 counties, these funds will simply be folded

into the county govemments' equitable share and any allocation of resources to

the decentralized units within the county will be the responsibility of the County
Executive Committee and the County Assembly. In the case of the CDF, the
existing management structure, especially the participation of Members of
Parliament in the allocation of resources, may be inconsistent with the
Constitution where the County Covernor and the Deputy County Governor are
the ChiefExecutive and Deputy ChiefExecutive, respectively (Article 179 (4)).

Summary

139. The new PFM law provides a robust intergovernmental budget process

that, if implemented with emphasis of corporate govemance, will present an
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Decentralised Funds

138. Therefore, the management structure ofthe CDF will have to be changed
to conform to the Constitution. Once there is agreement on the management
framework a decision will be required stating whether the equivalent of these
funds will be provided to counties as conditional or unconditional grants. If they
are to be conditional grants, the conditions will have to be set by the national
govemment and a monitoring framework would need to be put in place to assess

compliance with the conditions. On the other hand, if they are unconditional
grants, they would be parl of the sharable revenues and the County Executive
Committee would decide on the usage of those funds in line with county
priorit ies.



I
E. Annexes

83. The following are annexes to this report:

Annex on Breakdown ol Estimates of Revenues and Expenditure tor State Corporations

o{theGovernmentoiKenyafortheFinancialYearending30thJune20lT.

Annex on Estimates of Revenues' Grants and Loans that captures the Revenues

estimates by broad economic classitication
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