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CHAIRPERSON’S FOREWORD

The Budget and Appropriations Commiltlce is mandated to examine the Budget Policy Statement
and present a report to the House in accordance with Section 25(7) of the Public Finance
Management Act, 2012 and Standing Order 232(7). It is on this basis that I present to this House,
the Committee’s report on the Budget Policy Statcment for Financial Year 2023/2024 and the
medium term.

The Theme of the 2023 Budget Policy Statement is “Bottom-Up Economic Transformation
Agenda for Inclusive Growth”. This is the first Budget Policy Statement to be preparced under the
Kenya Kwanza Government in linc with its manifesto that was based on a Bottom up Approach
to Economic Transformation. It sets out the priority programs, policics and reforms of the
administration that will be implemented in the Medium-Term and indeed, the next five years.

The Budget Policy Statement is anchored on five pillars and twelve enablers. These pillars include
Agriculture, Micro, Small and Medium Enterpriscs, IHousing and Settlement, Iealthcare, and
Digital and Creative Economy. The choice of these sectors as the key pillars is informed by their
potential to turnaround the cconomy given their impact on inclusive growth, houschold welfare
and their interlinkages with other sectors. The identificd pillars and enablers are expected to
contribule towards six stralegic objectives including lowering the cost of living, creating
employment opportunities, cradicating hunger, improving fiscal space, increased foreign
cxchange carnings, and promoting inclusive growth.

The proposals in the BPS will be implemented through a valuc chain approach wherc
interventions are conceptualized and realized at cach node of the valuc chain. The intended
objective will be realized through deliberate interventions along the ninc priority value chains.
These include the leather products, the garments, the dairy value chain, edible oils, tea, rice, blue
economy, minerals and building materials. The priority value chains are organized along the
primary and sccondary production. As such they also have huge potential for employment
creation and livelihood improvement.

PROCEDURE FOR REVIEW OF THE 2023 BUDGET POLICY STATEMENT

The 2023 Budget Policy Statcment was tabled on the floor of the House on Wednesday, 15t
February 2023. Pursuant to Standing Order 232 (5) and (6), the BPS was commitled to the
Budget and Appropriations Committee as well as the Departmental Committces who have
dcliberated on the document in line with their respective mandales and have made
recommendations to the Budget and Appropriations Committee.

The BPS was submitted at a time that the [ousc was considering the Supplementary Estimates 1
for ¥Y 2022/23. As such, it was nol possiblc to process the BPS within the stipulated timeframe
of 14 days. Further, the Medium Term Debt Management Strategy (MTDS) is tabled at the same
time as the BPS. Ideally, the report of the MTDS should be considered by this Housc before that
on the BPS. It is against this background that the Committee requested for an extension of time
to submit the report. In view of these dynamics, the Committce noted the need to review these
timelines to cnsure that Departmental Committees have sufficient time to cngage the MDAs and
that the Budgel and Appropriation Committce has adcquale time to consult with the
Departmental Committees.
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The Committee held consultative engagements with all the Departmental Committees and
received their recommendations that greatly enriched this process. Discussions were also held
with the Office of the Auditor General and the Parliamentary Service Commission on their broad
policy priorities as well as budget ceilings given that they are under the purview of the Budget
and Apprjpriations Committee.

By dint of Article 201 of the Constitution on Public Participation, the Committee invited the
public to give their views on the BPS. The request for submission of memorandums was published
in leading daily newspapers and publicized in the website of the Parliament. The Committec
received memorandums from the following Network for Adolescents & Youth of Africa,
International Budget Partnership-Kenya, Coast Regional Budget Hub and The Networking and
Alliance Building Women Economic Empowerment.

The Comntittee cqually held a consultative forum with the National Trcasury before the report
was finalized. The recommendations arising from all these deliberations including submissions
from the public participation have been incorporated into this report.

Once deliberated and approved by Parliament, the BPS will form the basis for the preparation of
the national budgct for financial ycar 2023/2024 and over the medium term. It shall also form
the basis for the Division of Revenue Bill, 2023 and for the county fiscal strategy papers which
should be aligned to the national development agenda.

KEY RECOMMENDATIONS
Following extensive deliberations, the Committee made the following recommendations:

Non-financial Recommendations

General Recommendations
|

1)  That, by 30t Scptember 2023, the National Asscmbly proposcs amendments to the Public
Finance Management Act, 2012 and attendant regulations to extend the timelines for

consideration of the BPS by Parliament from 14 days to 28 days.

2)  That, beforc submission of the annual cstimatcs to the National Asscmbly, the National
Treasury|should ensure that MDAs have aligned their budgets, projects and key performance

indicator}s‘ to the proposed value chain approach under BETA within the approved ceilings.

3) Thzit, the deficit financing strategy and public debt mix be undertaken in accordance
with the resolutions of the National Assembly based on the Report of the Public Debt and

Privatization Committcc on the 2023 Mcdium Term Dcbt Management Stratcgy.

4)  That, during the submission of the 2023-24 annual estimates, the National Treasury
should provide a list of all projects to be completed in FY 2023-24 for all MDAs reconcilable
with the development budget; with a view to consolidating thinly sprcad allocations to high

impact pkiorily projects to cnsurce completion.
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5)  That, before submission of the 2023-24 annual cstimates, the National Treasury reviews
donor funded projects including the existing financing framework and develops a strategy to

fast-track their implementation and review the terms of the facilities.

6)  That, within the next three months, the National Treasury spearhcads a review of the
State Corporations and Semi-Autonomous Government Agencies (SAGAs) with a view of

rationalization to remove overlaps, duplication and redundancies.

7)  That, before the submission of the 2023-24 Annual Estimates, thc National Treasury in
collaboration with NG-CD¥, comes up with a framework for implementation of National
Government initiatives at the constituency level such as construction of administrative officcs,

police stations and national trec planting through grants to the NG-CDF,

8)  That, by April 2023, the national government reviews taxation levied in the aviation
industry and addresses the hcavy taxation on purchasc of sparc parts in the aviation scctor.
This should be submitted to the National Asscmbly during consideration of the Finance Bill,

2023,

9)  That, beginning FY 2023/24, thc National Treasury through the Public Scctor
Accounting Standards Board should start preparations for migration from the cash basis
accounting system to an accrual system in linc with sections 81 and 164 of the Public Finance

Management Act, 2012.

10) That, the allocation to various MDAs through the Sports, Arts and Social Development
Fund be channclled towards government valuc chain prioritics in line with the Bottom Up
Economic Transformation Agenda. A list of these projects should be submitted alongside the

estimates by 30" April 2023.

11) That, thc National Asscrubly proposcs amendment to the Public- Privatc Partncrship Act
to require regular submission of project lists by the National Treasury which are under
consideration for funding through the Public Private Partnership (PPP) framework before the

cnd of the FY 2023-24.

Devolution

12) That, thc National Treasury in consultation with all relevant stakcholders develops a
framework of collaboration between the county and the national governiment with regard to
implementation of policy proposals that arc devolved and shared functions and report to the

National Assembly by 30" Scptember 2023.
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13) Thq,t, the National Treasury and the State Department for ASALs and Regional
|

Development undertakes a review of the mandate of the Regional Development Authoritics,

their contribution to the national development agenda and options for their revitalization. This

should bé reported to the National Asscmbly by 30 December 2023.

14) That, by June 2023, the National Treasury develops a framework for governing
conditioxLaI grants to the county governments fo cnsure that they meet their intended
objcctives. This should include the role, criteria and counterpart contribution by the countics

to ensure the initiatives take off.

Education

15) That, before the submission of the 2023-24 Annual Estimates, the National Trcasury in
coordination with the Ministry of Education should develop a framcwork for administration
of the SCTOOI infrastructurc improvement funds as a conditional grant to NG_CDF to support

school infrastructure development in all constituencies.

16) That, the State Department for Shipping and Maritime Affairs develops a policy -
framcwork with the Ministry of Education to ensurc Bandari Maritime Academy students

access capitation like their counterparts in other TVET institutions.

17) That, the State Departmeht for Basic Education initiates and spearheads process of
rcvicwinf the capitation policy at the basic level of cducation to ensurc adcquate funding to

schools. A report should be submitted to the National Assembly within six months.

18) That, in the next cycle of placements (2023), the State Department for Iigher Education
and research, through the Kenya Universitics and Colleges Central Placement Service

(I(UCCPSP, should not place new government sponsorcd students in private universitics.

Energy, Infrastructure and ICT

19) 'I'h#, the fecs/charges on digital services offered through the c-Citizen platform be

|
reviewed with a view of optimizing revenue collection and service delivery.

20) That, before finalization of the FY 2023-24 Estimatcs, the State Department for Roads
engages ¢ontractors and other stakcholders to negotiate on rationalization of commitments
made in thnc roads sector and proposc a framcwork for contracting new road projects to curtail

cscalation of pending bills.
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21) That, the geothermal development corporation (GDC) should prioritize connecting the
stcam generated from wells with capacity totalling 206MW to the national grid starting with
the 35MW expected from the Menengai geothermal project by 30" April 2023 in order to

afford the country access to cheaper renewable sources of encray.

22) That, before submission of the annual cstimates for FY 2023-24, the development of
community small hydro power projects be transferred from the Ministry of Encrgy
headquarters to the Rural Electrification and Rencwable Energy Corporation (REREC) to enable

fast-tracking of these projects.

23) That, the ICT Authority in collaboration with the Statc Department for ICT and Digital
Economy as well as key stakcholders in the Education and Energy scctors, cstablishes an
implementation strategy for the digital learning programme and submits to this House for

review by 1st May 2023.

24) That, the Statc Department for Broadcasting and Telecommunication develops a strategy
for the coordination of the various youth empowerment programmes. This should include
Ajira digital programme, Presidential Digital Talent Development, Jitume and others. The

stralegy should be submitted to this Ilouse for review before 15th April 2023.

Social Protection

25) That, to rcduce cxpenditure on bank charges with rcgard to bulk transfers by
Government Agcencices including transfers under the Cash Transfer Programme, the bank
charges be rencgotiated by the relevant agencics with the assistance of the National Treasury.
This should also consider adoption of alternative technologies for cash disbursement including
mobile money transfer. This should be implemented within the next three months, pending

the establishment of the Treasury Single Account.

26) That, the Statc Department for Social Protection and Senior Citizens reviews the Inua
Jamii cash transfer programme incor porating lessons learnt so far and report to the National
Assembly by 30t September 2023. The review should include an asscssment of the adequacy
of the stipend, the current outrcach, mechanisms for continuous reqistration, exclusion of
those who have cxited through natural attrition and modalitics of the cash transfer to

beneficiarics.

27) That, within six months, thc Statc Department for wildlife establishes a wildlife

compensation insurance scheme to cater for wildlife related damagcs.
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28) That, within the next one month, the Attorney General’s Office introduces a Bill to give
effect t& the merger of the National Fund for the Disabled of Kenya (NFDK) with the National
Council for Persons with Disabilities (NCPWD). This will unlock both physical and monetary
resources to the NCPWD as well as ensure parliamentary oversight for accountability to the

NFDK. |
Trade a.Td Industry

29) That, the State Department for Trade fast-tracks conclusion of the ongoing agreement
between Kenya and the USA on Strategic Trade and Investment Partnership and reports the

progress to the National Assembly by the end of FY 2023/24.

30) That, the Ministry of Agriculture and Livestock in collaboration with the Ministry of
Industry Trade and Investments develops mechanisms of liberalizing the market for cotton
seeds to ensure availability and affordability and report to the National Assembly by 1st

September 2023.
\
Sports

31) That, by the end of the FY 2023-24 the State Department for Sports establishes a WADA
accredited laboratory in the country to reduce the cost of testing and analysing of anti-doping

tests.
Health

32) That, the State Department for Medical Services presents a report to the National
Assembly on the assessment and evaluation of the Managed Equipment Services (MES) project
and the negotiated contracts with county governments before publication of the County

Conditioﬁal Additional Allocations Bill for FY 2023-24.

Security \

33) That, the National Security Council reviews the policy of centralizing air services for
security Jgencies under the Kenya Defence Forces and works towards returning the police air
wing back to the National Police Service with corresponding funding in ordér to make it more
effective. This should be undertaken before 30 June 2023.

|
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Reorganization of Votes

34) That, the Parliamentary Service prepares a sector report in line with the MTEF process in
a participatory manner across the four votes, conduct public participation, and submit the

same to the Budget and Appropriations Committee by end of January in every financial year.

35) That, to enhance service delivery and streamline operations of the two principal
secretaries assigned to the Office of the Prime Cabinet Secretary in line with the Executive
Order no. 1 of 2023, the Office be split into the following two votes: performance management
and delivery services; and legislative affairs in order to enhance service delivery. This should

be undertaken before submission of the estimates for FY 2023-24.

36) That, to streamline service delivery within the Parliamentary Service, a new vote - Senate
Affairs - be established by carving it out from the existing Parliamentary Service Commission

vote. This should be done before submission of annual estimates for FY 2023-24.

37) That, before submission of the estimates, the National Treasury facilitates the Office of
the Auditor General to have a single line budget to enhance their efficiency in responding to

emerging audit needs.

Financial Recommendations

Based on the deliberations and taking into account the fiscal responsibility principles, the
Committee recomumends that this House resolves:

1) That, the National Government budget ceiling be approved at Ksh. 2,252,577,400,000

Of which:
Executive Ksh. 2,189,181,400,000
Of which: Office of the Auditor General Ksh. 7,698,700,000
Parliament Ksh. 40,402,000,000
Judiciary Ksh. 22,994,000,000

2) That, the allocation to County Government Equitable Share be approved at Ksh.
385,424,616,047

3) That, the allocation to the Equalization Fund be approved at Ksh. 7,867,000,000

4) That, the allocation for the County Additional Allocations be approved at Ksh.
44,316,798,386 as per the third schedule attached to this report. The allocation of Ksh.
4.5 billion to the MES will be subject to the submission of the evaluation report as per the
non-financial recommendation no. 32 contained in this report.

5) That, the first and second schedule forms the basis for the ceilings for the FY 2023-24
Budget Estimates.
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6) Thfit once approved by this Iouse, these recommendations SHALL form the basis of the
2023/2024 budget estimatcs.

|
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1.0 PREFACE
1.1 Establishment and Mandate of the Committee

Article 221 (4 and 5) of the Constitution and Section 7 of the Public Finance Management Act,
2012 provide for the establishment of a Commitice of the National Assembly whose main rolc is
to take the Iead in budgctary oversight by the National Assembly. Pursuant to this constitutional
provision, Standing Order 207 establishes the Budget and Appropriations Committee with
specific mandates as follows:

1. Investigate, inquire into and report on all matters relating to coordination, control and

monitoring of the national budget;

ii. Discuss and review the budget estimates and make recommendations to the House;

lii. Examine the Budget Policy Statement presented to the ITousc;

" iv. Examine bills related to the national budget including appropriation bills;

v. Evaluate tax cstimates, economic and budgetary policics and programmes with direct
budget outlays; and

vi. Examine the Division of Revenue Bill.

1.2 Membership of the Committee

Pursuant to Standing Order 207(2), the Budgct and Appropriations Committec as currently
constituted comprises of the following Ilonourable Members:

CHAIRPERSON
Ilon. Ndindi, Nyoro, CBS, M.F.
Kiharu Constituency
UDA PARTY

VICE CHAIRPERSON
[Hon. Otucho, Mary Emaasc, M.P.
Teso South Constituency
UDA PARTY

MEMBERS
[on. Chumel, Samwecl Moroto, M.P. Hon. (Dr.) Mulu, Makali, M.P.
Kapenguria Constitucncy ' Kitui Central Constilucncy
UDA PARTY WDM - Kenya
Hon. Odhiambo, Millic Gracc Akoth, M.P Hon. Lekuton, Joscph, M.P.
Suba North Constitucncy Laisamis Constituency
ODM PARTY UDM PARTY
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Hon. Lesuuda, Joscphine Naisula, OGW, M.F.

Samburu West Constituency
KANU PARTY

Hon. Robi, Mathias Nyamabe, M.F.
Kuria West Constituency
UDA PARTY

[Hon. Ochieng, David Ouma, M.P.
Ugenya Constituency
MDG PARTY

Hon. Muchjra, Michael Mwangi, M.F.
Ol Jorok Constituency
UDA PARTY‘

I
Hon. Shinali, Bernard Masaka, M.P.
Ikolomani Constituency
ODM PART}’

Hon. Mwak\iwona, Danson Mwashako, M.P.
Wundanyi jonstitucncy
WDM - Kenya

Hon. Atandiy Samuel Onunga, M.P.
Alego Usonga Constituency
ODM PARTY '

Hon. Mwirigi, John Paul, M.F.
Igembe SOLlﬁl Constitucncy

UDA PARTY

Ion. Mcjjadc‘)nk, Benjamin Gathiru, M.F.
Embakasi Central Constituency

UDA PARTY

[lon. Wangaﬁla, Christopher Ascka, M.P.
Khwiscro Constitucncy
ODM PARTY"

[lon. Wachira, Rahab Mukami, M.P.
Nycri County
UDA PARTY |

[Hon. Masara, Peter Francis, M.F.
Suna West Constituency
ODM PARTY

Ilon. Ongili, Babu Owino Paul, M.P.
Embakasi East Constituency
ODM PARTY

Ilon. Wanjiku, John Njuguna, M.P.
Kiambaa Constitucncy
UDA PARTY

Ilon. Guyo, Ali Wario, M.P.
Garsen Constituency
ODM PARTY

Hon. (Dr.) Murumba, John Chikati, M.P.
Tongarcn Constituency
FORD-Kenya

Hon. Busia, Ruth Adhiambo Odinga, M.P.
Kisumu County
ODM PARTY

Hon. Kitilai, Ole Ntutu, M.P
Narok South
Indcpendent

Sergon, Flowrence Jématiah, M.P.
Baringo County
UDA PARTY

Hon. Mokaya, Nyakundi Japheth, M.P.
Kitutu Chache North Constituency
UDA PARTY

[Hon. Abdirahman Mohamed Abdi, M.P.

Lafcy Constituency
Jubilee Party
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1.3 Commiftee Secretariat

The Committee Secretariat is comprised of the following:

Mr. Danson Kachumbo
Fiscal Analyst/ Clerk of the Budget and Appropriations Committee

Mr. Jibril Mohamud
Fiscal Analyst / Assistant Clerk of the Budget and Appropriations Committec

Mr. Ringine Mutwiri

Fiscal Analyst Ms. Mercy Mayende
Mecdia Relations

Mr. Stanley Langat :

Sergeant-at-arms Mr. Jared Amara
Office Assistant

Mr. Nimrod Ochieng
Audio Officer

1.4 Technical Staff from Parliamentary Budget Office

The Committee received technical support from the following officcrs from the Parliamentary
Budget Office.

Dr. Martin Masinde
Ag. Director
Parliamentary Budget Office

Mr. Robert Nyagah
Deputy Director
Parliamentary Budget Office

Ms. Millicent Makina

Ag. Scnior Fiscal Analyst Ms. Loice Olesia -
Fiscal Analyst I11

Dr. Abel Nyagwachi

Fiscal Analyst I Mr. Kioko Kiminza
Fiscal Analyst 11

Ms. Julic Mwithiga

Fiscal Analyst |
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11.

2.0 RE\TIEW OF THE 2022 BUDGET POLICY STATEMENT
| 2.1 Background

The 2023 Budget Policy Statement has been conceptualized against a backdrop of global
cconomic slowdown occasioned by the lingering effects of the COVID-19 pandemic, the ongoing
Russia-Ukraine conflict, elevated global inflation, prolonged supply chain disruptions and the
effects of the ongoing drought that have exacerbated the urgency on food sccurity and climalc
change effects. These dynamics are further compounded by a constrained fiscal space limiling
government’s ability to respond effectively through fiscal policy.

The Themelof the Budget Policy Statement is “ Bottom-Up Economic Transformation Agenda for
Inclusive Growth”. This is the first Budget Policy Statement to be prepared under the Kenya
Kwanza Government in line with the manifesto that was based on a bottom up approach to
economic transformation. It sets out the priority programs, policies and reforms of the
administration that will be implemented in the Medium-Term and indeed, the next five ycars.

The BPS is the culmination of the activities of the Sector Working Groups that interrogate scctoral
rcquircmcn)ts and match them with available resources through an intense negotiation process.
The timelings, structure and procedure for processing, the Budget Policy Statement is anchored
in the Constitution of Kenya 2010; the Public Finance Management Act of 2012 and obtaining
regulationsa and the Standing Orders of this honourable Housc.

The BPS proposes expenditure ceilings for the national government including those of Parliament
and the Judiciary, as well as indicative transfers to county governments for the next financial
year. This has been undertaken through an assessment of the macrocconomic forecasts and
financial outlook with respect to government revenue, expenditures and borrowing for the next
financial year and over the medium term.

The BPS is anchored on five pillars and twelve enablers that are broadly expected to contribute
to six broad objectives. These pillars include Agriculture, MSME Economy, [Housing and
Settlement, [Healthcare, and Digital and Creative Economy. The intended objectives will be
realized through dcliberate interventions along the nine priority value chains. Thesc include the
leather profucts value chain, the garments value chain, the dairy valuc chain, edible oils, tca,
rice, blue economy, minerals and building materials.

The choice of these sectors as the key pillars is informed by their potential to turnaround the
cconomy given their impact on growth, houschold welfarc and their interlinkages with other
sectors. The enablers to the turnaround strategy include Infrastructure; Manufacturing; Blue
Economy; the Services Economy, Environment and Climate Change; Education and Training;
Wornen Ag(*hdzi ; Social Protection; Sports, Culturc and Arts; and Governance.

Prioritization of pillars and enablers has been pased on scctors with huge potential to
significantly impact the majority of the population with the least initial investment requircment
given the ﬂrevailing resource constraints. The identified pillars and cnablers are broadly
expected to contribute towards six strategic objectives including lowering the cost of living,
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creating employment opportunities, eradicating hunger, Improving fiscal space, increased
foreign exchange carnings, and inclusive growth.

- The Committee assessed the BPS to ascertain compliance to the underpinning legal framework.

A critical review of the submitted document revealed that most of the information has been
provided. However, there is some critical missing information such as details on National
Government pending bills, State Corporation losses and outstanding payments, and budgetary
expenditures by economic and functional classifications. The Committee further evaluated the
alignment of the BPS to the National Development Agenda, Adequacy of the proposcd Value
Chain Approach, credibility of the proposed Macrocconomic Framework, adherence to the Hard
Budget Constraints and criteria for the proposed Allocations to the sub national level of
Lovernment.

2.2 Alignment to the National Development Agenda

The Committee is cognizant that the BPS has been developed at the sunsct period of the third
medium term plan and before the finalization of the fourth MTP that is supposed to provide
anchorage to the annual development plans outlined in BPS. In this view the National
Development Agenda is predicated on the Kenya Kwanza Manifesto, the Vision 2030 and the
African Union Agenda 2063. The Manifesto endeavours to adopt a bottom-up approach to
cconomic transformation. The Vision 2030 secks to transform the country to a middle-income
stalus by 2030 and is implemented through five-ycar Medium-Term Plans (MTF). The AU
Agenda 2063 envisages realization of Africa’s full potential in development, culture and pcacc
and to establish flourishing, inclusive and prosperous societies.

The Vision 2030 clearly outlines the place of Agriculture as an engine of growth. More
specifically it expounds on critical interventions such as expanding land under irrigation, threc
ticr approach to fertilizer cost reduction including manufacturing it locally, cnhancing
production and productivity, value addition and realization of discase-frec zones to promotc
livestock-based value chains. The Committee further noted that the M'IP3 of the Vision 2030
under the Big Four Agenda sought to achieve 100 percent food and nutrition sccurity by the ycar
2022. However, despite the interventions proposed therein, the country is facing onc of the most
severe food insecurily period in recent times.

The Committee observed that the policy pronouncements and proposed interventions under the
BPS are in line with the Kenya Kwanza Manifesto and also seck to address the aspirations of the
Vision 2030 and AU Agenda 2063. While the convergence of idcology on what needs to be done
is welcome, the implementation of previous interventions has not borne much of the desired
outcomes. The proposed intcrventions in agriculture majorly scck to cnhance irrigablc land,
access to affordable working capital, access to inputs and extension services and deployment of
modern risk management tools. This is expected in turn to raisc productivity, reduce dependence
on imports and increase farmer incomes.

The Committce noted that previous cfforts in this endeavor include the farm input subsidy
programme through the E-voucher programme that has not been f ully implemenled, the crop
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and livestock insurance programmes that have also not been fully realized as well as efforts to
bring more|farmland under irrigation have also been hampered including the Galana-Kulalu
project. The committee emphasized that before new initiatives and approaches are fully adopted,
there is need to unravel the bottlenecks that have hindered success of previous similar
in[crvcntior}s.

In regard to the Micro, Small and Medium Enterpriscs, the Committee is cognizant that the
MSME eco*omy presents one of the most underutilized resources in the country that can
turnaround the economy. To optimize on the scctor, the BPS proposcs to improve business
environment for MSMEs, promote access to affordable finance, rationalize business licensing
and taxation processes and establishment of business devclopment centres. Whereas these
proposals ate plausible, the focus on MSME is not new.

The Committee noted that previously, more emphasis has been put on the manufacturing arm
leaving out some critical actors within the MSME continuum. This is the casc for MTP3 of the
Vision 2030 and also the AU Agenda 2063 that commits to developing the African private sector
through engagement and a conducive climate, fostering Pan-African businesses through the
growth of regional manufacturing hubs and scaled up intra-Africa trade. The move to recognize
the broa.dclpcctrum of the MSME may play a vital role in formalization of the informal scctor.

The Committee expressed concerns over the several government-backed funds that are designed
to support yarious categorics of MSMEs. The BPS proposes to cnhance access 10 affordablc
finance thrcllugh SACCOs, venture capital, cquity funds, and long-term dcbt for start-ups and
growth-oriented SMEs through the recently launched Financial Inclusion Fund among other
interventions. Other closcly related funds include the Youth Enterprise Development Fund,
Women Entgprise Development Fund, Uwezo Fund, Micro and Small Enterpriscs Fund, and the
Credit Guarantec Scheme that are all geared toward enhancing access to affordable financing
for various categorics of MSMEs. These efforts have remained disjointed and operating in silos,
limiting their potential impacts. The BPS has not indicated the complementarity mechanism that
will be und$‘takcn to leverage the shortfall of these previous efforts.

In regard to the Housing and Scttlement Pillar, the Committee observed that the BPS proposes to
close the hotsing gap by facilitating dclivery of 250,000 houses per ycar. This is to be achicved
by restructuring affordable long-term housing finance scheme to guarantee off take of houscs
from develapers thercby growing the number of mortgages from 30,000 to 1,000,000 by
cnabling 10W~cost mortgages of Ksh 10,000 and below. The BPS further proposc deliberate
cfforts to bulld linkages with the Juakali scctor to enhance job creation and promote usage of
local contcni in the construction industry.

Affordable II\ousing was one of the pillars of the big four agenda, which sought to deliver
500,000 units between 2017-2022. [lowever, the pillar was able to deliver less than 5000 units
partly duc lo low budget allocation. The government has previously put in place scveral
interventions for homeowners and property developers to enhance home ownership, but little

progress ha# been made. The Commitiee noted the need for a comprehensive framework that
brings into play the county governments and other stakcholders in delivery of critical aspiration.
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Regarding the Healthcare sector, the Committee observed that the BPS proposed interventions
include reforming the National Hospital Insurance Fund from an occupational scheme 1o a social
security scheme. This is to ensure that the accruing benefits will be based on houschold
contribution rather than individual contributions. Other proposals include improvement of
procurement of medical supplies, cxpansion of healthcare infrastructure, deployment of state-
of-the-art medical information management  system and centralized human resource
management system in conjunction with County governments. This is to be achieved through
employment and payment for community healthcare workers, establishment of emergency
cancer treatment fund, Ksh. 50 billion for retired officers’ medical scheme, Ksh. 100 billion
towards cofunding strategic programmes for IV, TB, Malaria, blood transfusion, family
planning and reproductive health.

The Committee raised concerns that the role of h uman resource management in the healthcare
sector 1s a devolved function while the national government offers the overall policy guidcline
and coordination. However, the BPS commits to prioritizing the recruitment of additional
healthcarc workers to strengthen healthcare service delivery. It has not alluded to the cnvisaged
implementation modalitics.

.The final pillar of transformation in the 2023 BPS is Digital Superhighway and Creative

Economy. The Committee noted that the proposcd measures including cxpanding broadband
connectivity by over 100,000 KMs, Automation of Government scrvices by revamping the
huduma services, developing of business process outsourcing (BPO) industry, promoting
software development for export, and reducing the cost of data and calls among others. The
pillar consists of two components; on one hand, is the digital superhighway that constitutes the
requisite infrastructure and support systems, and on the other, the human ingenuity, talents,
and creativity in the realm of arts, filmmaking, and music among others.

.The Commiltee noted that the pillar is viewed as an enabler of delivering other interventions

efficiently and effectively. However, there are concerns that the BPS has not provided for policy
direction on revitalization and maintenance of the aging national infrastructure as well as
coordination with the sub national government on interventions to be undertaken at the county

level.

2.3 Reliability of the Proposed Value Chain Approach.

. The Committee observed that the value chains and value chain approach proposed in the BPS is

conccivable, however, it falls short of an claborate and logical implementation framework. The. -
valuc chain approach is ideally based on a logical framework that cnvisagces all the stages of the
valuc chain. The proposed interventions arc not expressly structured out and aligned to the
specific stages, as such, if some bottlenecks are not addressed at one stage of the value chain,
that may result to collapsc of the entire value chain rendering the rest of the interventions futile.

The Committee is cognizant that a credible value chain approach ought to be anchored on proper

valuc chain mapping. This entails an intcrrogation to understand the stages through which the
commodity would pass, lo yicld the desired results. Value chain mapping is critical in obtaining
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a clear Lmj:lcrstzmding of the sequence of the activities and the key actors and relationships
involved in each of the key stages of the value chain. Broadly, these stages arc pre-production,
production, post production management, value addition and marketing.

28.The pre-pqoduction stage, offers understanding on the input supply bottlenccks, profitability
margins, prevailing social economic factors that govern enterprise choice and levels of producer
organization. The production stage, entails an elaborate interrogation of production techniques
including land preparation, animal husbandry practices, levels of mechanization, and technical
support required. The post production management stage interrogates knowhow, skills,
technologiés and management practices that reduce post production losses including product
aggregation. The value addition stage is based on the available options and the extent to which
a product may be fransformed and the demand for the transformed product in view of the cost
of transformation. The infrastructure required for the value addition, levels of investments and
divcrsificat@on options are defined at this stage. T he availability of markets defines the nature of
value addition as well as the quantity and quality of production.

29 The Committec obscrved for instance that the BPS has not highlighted specific interventions on
reduction @f post-harvest losses under the agriculture pillar. The BPS has only highlighted
provision of bulk milk coolers under the dairy sub scctor and not for other critical value chains.
The other issue that was not adequately addressed relates to the agricultural land tenurc system
reforms td protect agricultural land from commercial dcvelopments and continuous
subdivisions. There is nced therefore to align proposed interventions to cover all nodes of the
priority value chains. '

30. Regarding the MSMEs, the Committee noted that the BPS has not provided an claborate strategy
to align and mainstrcam coordination of various actors for better need targeting. For instance,
Kenya Industrial Estates undertakes construction of industrial estates/incubators; Micro and
Small Entcfpriscs Authority has been constructing and equipping Constituency Industrial
Development Centres most yet to be equipped. The NG-CDF in partnership with Telcom Kenya
has been es‘tablishing Constitucncy Digital Innovation [Tubs. The multiplicity of institutions and
interventions in the MSME undcrmines the principles of value chain managcment.

31. With rcgaljd to housing, the Committee obscrved that the BPS alluded only to alleviating the
financial constraints without addressing other challenges on affordablc housing. The real cstate
sector in Kt“nya has its share of challenges that have hindered the achicvement of the sought
affordable housing units. These include those related to land acquisition processes, cost of
consfruction malterials, quality of construction works and inadcquate support infrastructure.

l
2.4  Credibility of the Macroeconomic Framework

32.The 2023 I.ludgct Policy Statement projects that the Kenyan cconomy will grow by 6.1 percent
in 2023 from an cstimated growth of 5.5 percent in 2022. In terms of fiscal years, the cconoric
growth is p*:ojcctcd at 5.8 percent in the FY 2022/23 and 6.1 percent in the FY 2023/24. This
growth will be supported by private scclor growth, recovery in agriculture sector, labour market
recovery, improved consumer confidence and resilient remittances. The Committce, however,
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noted the downside risks to the positive outlook including climate change related extreme
weather conditions such as drought and floods compounded by weak domestic demand;
insecurity in the IHorn of Africa; weaker exchange rate to the US Dollar that will affect net-
importing countrics and high interest rates that would increase the risk of debt distress.

33.The Committee noted with concern that the agriculture sector continued to contract in 2022
depicting the challenges facing this sector which is mainly weather reliant. The sector recorded
a -0.9 percent for the three quarters of 2022 as the country continues to experience drought.
According to the Famine Early Warning Systems Network, the country is experiencing its 5t
consccutive scason of below average rainfall and has drastically affected the availability of water
and forage for livestock and reduced crop production.

34. Inflation has persistently increased from 5.4 percent in January 2022 to 9.0 percent by January
2023, remaining above the upper target of 7.5 percent. The surge was on account of a rise in
food inflation as prices of food increased duc to below average rainfalls that affected food
production. The depreciating Kenyan Shilling to the US Dollar has resulted in higher prices of
imported food items. Further, fuel inflation also remained high despile the decline in
international oil prices from 117.7 USD in June 2022 to 81.6 USD per Barrel in January 2023,
pointing to lagged periods of oil imports coupled by exchange rate effect of a stronger USD. I1igh
inflation has resulted in high cost of living that detrimentally affects houscholds at the bottom of
the pyramid where in most cases it is not matched by an increase in houschold incomes.

35. The Commiittee noted with concern that the BPS projects inflation to decline to 5.8 percent in
2023 despite the key drivers remaining elevated. Based on submissions by the Parliamentary
Budget Office, going forward, the outlook for overall inflation is that it is likely to remain high
but decline towards the upper target of 7.5 percent in 2023. The decline will be supported by
continued lower international crude oil prices which will in turn lower f uel inflation; the easing
of the US monetary stance could lessen the exchange rate impact on imported food prices and
non-food commodity prices arc projected to decline globally in 2023. The downside risks arc
partly due to the prevailing effects of the drought and expected below average rainfall for the
March ~ May long-rain scason.

36.The Committee appreciated the fact that credit growth indicates a gradual shift from
Government to the Private Scctor as the Central Bank of Kenya raiscd the Central Bank Rate to
anchor inflationary pressures. Credit to Government declined significantly from 31.5 percent in
January 2022 to 15.2 pereent in November 2022 while credit to private scctor increased from
8.8 percent to 12.5 percent during the same period. This is a favorable indication that the private
sector has not been crowded out by the government and that the government is accumulaling
less debt from the domestic markel. Going forward, credit growth lo the privale scclor is
expected to rise in 2023 with the Central Bank Rate remaining unchanged as inflation is
projected to decline.

37. The Committee was concerned that foreign reserves proxied by months of import cover
breached the target of 4 months by the seccond week of February 2023 and stood at 3.84 months,
This is contrary to the BPS highlighting that foreign exchange reserves are strong and the months
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of import dover were above the threshold of 4 months. The foreign exchange rescrves declined
from USD | 13.5 billion in November 2021 to USD 11.4 billion in November 2022. Official
reserves held by the Central Bank declined from USD 9.3 billion to USD 7.5 billion while reserves
held by the commercial banks declined from USD 4.1 billion to USD 3.8 billion in the same
period.

2.5  Linking Sector Priorities to Hard Budget Constraints

. The BPS proposes to expand ordinary revenue collection as a share of GDP from the projected

15.1% in 2022/23 to 15.8% in 2023/24. This translates to Ksh. 2,571.2 million, which
represents a 17 percent increasc relative to the expected 2022723 FY collection. To achicve this
the government has undertaken to finalize the development of the National Tax Policy and the
Medium-Term Revenue Strategy which will provide a comprehensive approach to undertaking
cffective tax system reforms. Iowever, the Committee noted that ordinary revenuc collection as
a share of GDP has stagnated at around 15 percent over the last decade. Tax policy measures in
previous BES have failed to expand the tax base and enhance revenuc collection. Consequently,
Kenya has lagged behind other comparable African countries whose tax revenue collection is
between 20 percent and 25 percent of GDFP.

The Committee took note that the BPS has proposed a raft of tax administration measures to boost
revenue co{lcction. Thesc include rolling out the clectronic Tax Invoice Management System
(cTIMIS), Integration of KRA tax system with Teleccommunication companies, mapping of rental
propertics dnd enhanced compliance through hampering the prevalence of countcrfeit excisable
products stamps in the market if implemented well may slightly boost revenue collection in the
short-run while others, such as the expansion of the tax base in the informal sector by targeting
MSME may need careful consideration if they are to be effectively implemented.

The BPS projects that total expenditure and nct lending will decrease from 23.4 pereent in
2022/23 to 22.5 percent in 2023/24 to sustain fiscal consolidation efforts. The proposed
strategies a}rc aimed at slowing down growth in expenditures, climination of consumption
subsidies, shift to public-private partnerships (PPPs) in commercially viable projects, rolling out
of c—procurtment system, the implementation of the supcrannuation pension scheme and rolling

out of the Public Investment Managcment Systent.

The propos;d expenditure cciling for FY 2023/24 is Ksh. 3,663,147 million which represents
an 8 percent increase from the 2022/23 approved budget. The Consolidated Fund Services
expenditures are expected (o surge by 14 percent mainly driven by an increasc of Ksh. 74,857
million in ihterest payments on domestic debt, an additional Ksh. 19,997 million in pension
payments and an increasc of Ksh. 14,992 million in paymcnts of quarantced loans. The
Committee ¢xpressed concerns over the ballooning CFS expenditures and cmphasized the need
for sustained fiscal consolidation efforts by all government agencics.

The Committec observed that the proposals aimed at improving cfficiency arc Jaudablc and if
implcmcntcp may contribute to curtailing cxpenditure growth over the medium term. However,
it should be|noted thal some of the items that have driven the growth in expendilure as a share

|
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of GDPF such as interest bayment on public debt may remain high over the next three years. The
usc of PPPs as an alternative financing for projects will serve to reduce the growing demand for
debt-financed development expenditures if bottlenecks that have been cxperienced during the
implementation of past PPP projects in some sectors such as energy and road transport are
addresscd adequately.

The Committee is of the view that although the combined impact of the policics aimed at
increasing revenue collection and curtailing growth in expenditures if fully implemented are
expected to reduce the fiscal deficit from 5.7 percent of GDP in FY 2022/23 to 4.4 percent in
FY 2023/24. There arc downside risks including possible over-projection of revenue, lower
cconomic growth and challenges associated with reducing the growth in total expenditure net
lending in the short-run. Should these risks malterialize then the deficit for FY 2023/24 may
remain above 5 percent of the GDP.

The Committee noted that to finance the projected fiscal deficit of Ksh. 720.1 billion, the National
Treasury proposes to borrow Ksh. 521.5 billion from the domestic market and Ksh. 198.6
externally. This is however, contrary to the submitted Medium Term Debt Management Strategy
that proposes a ratio of 50:50 domestically and externally. The increasc in domestic borrowing
may have a negative impact on the availability of credit to the private sector cspecially in the
cvent external markets remain unresponsive. Further, in order to mect external debt obligations
especially those relating to retiring the principal on the Eurobond, there is a proposal to seek
external commercial financing of Ksh. 270 billion in FY 2023/24. This additional forcign
commercial debt is expected to exert additional pressure on the CFS expenditures.

- The Committec noted that the scctor ceiling as a share of the total budget for FY 2023/24 has

marginally increased for some priority sectors. These include agriculture rural and urban
development, general economic and commercial affairs, health and education. The ceilings for
energy, infrastructure and ICT has declined despite some being key pillars under the Bottom Up
Economic Transformation agenda. Given the proposed interventions under the five key pillars,
there is need to ensure that adequate resources are provided to ensure that the envisaged targets
arc realized.

2.6 County Resource Allocation

-Countics are required to allocate a minimum of 30 percent of their total budget towards

development. The Committee raised concern that although allocations meet the provided
threshold during budgct approval, the samc is violated during actual implementation. This
undermines the credibility of the budgct and violates a critical fiscal responsibility principle.
This may partly be attributed to delayed exchequer releases by National government as well as
fiscal indiscipline of accounting officers at the County Government.

The Committee obscrved that according to a report by the Commission on Revenue Allocation,
the estimated revenuce potential across the 47 counties is Ksh.215.6 billion translating to about
55% of the proposed equitable share. However, Countics were able to collect only Ksh.35.9
billion in FY 2021/22, implying that there is 83 percent Potential revenuc gap across the
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counties. If ‘Eptimally collected, OSR would greatly supplement the cquitable share in cnhancing
service delivery.

.The Committee noted that performance of ordinary revenue, which forms the basis for the

division of revenue between the National and County Government. Since ¥Y 2016/17 ordinary
revenue haI underperformed by 27 percent on average, except in ¥Y 2021/22 when revenues
surpassed the targets by about 6 percent. The division of revenue Acts, have routinely provided
that any revenue shortfall in ordinary revenuc is borne by the national government. In view of
the ongoing fiscal consolidation efforts, the proposed equitable share ceilings for county
governmcnfs is Ksh.385.4 billion, an increase of Ksh.15.4 billion from the Ksh.370 billion
allocated in ¥Y 2022/23. The government has allocated Ksh.425 million in FY 2023/24 to
facilitate the transfer of library services to county govermments as cnvisaged in the fourth
schedule of the constitution.

_The Committee observed that County Governments will further receive additional allocations of

Ksh.44.3 bil}ion in FY 2023/24. This comprises Ksh.11.1 billion from the National Government’s
share of revenue and Ksh.33.19 billion from proceeds of external loans and grants. The
aggregate allocation to county governments in FY 2023/24 amounts to Ksh.429.7 billion. The
conditional grants from the National Government’s share of revenue are towards three specific
projects meant to support some national policy objectives. These include; Ksh. 5.86 billion for
leasing of medical equipment, Ksh.4.7 billion for operationalization of the national government’s
programme on aggregated industrial parks and Ksh.454 million for the construction of county
headquarteys. The Committee underlined the need to rethink the entire approach to additional
allocations to county governments.

.On equalization fund, the Committee noted that the total statutory entitlement to the Fund as per

the Constitution is Kshs.55.3 billion. However, the actual transfers to the Fund amount to Kshs.
12.4 billion, resulting to a total shortfall of Kshs.42.9 billion as per FY 2022/23. The BPS has not
given any policy guidelines on measures to be taken to unlock the arrears in the allocations as
well as disttrscmcnts from the fund for the previous financial year.

3.0 SUBl\fHSSIONS BY THE DEPARTMENTAL COMMITTEES

_Bascd on the submissions of the Departmental Commiltces, the following observalions werc

made. The f‘ull list of obscrvations and recommendations is attached as annex 2. The
Departmental ~ Committecs also  presented  unfunded  requests amounting to  Ksh.
211,437,737,399 the dctails of which arc presented in the fourth schedulc of this report.

3.1 IPcpartmental Committee on Communication, Information and Innovation

| :
‘The Commitlee expressed concerns over the realism of the sct targets vis a viz the allocated
resources. The general policy thrusts in the sub-scctor aim at realizing universal digital access,
reducing thj/cost of data and calls, digitization of government scrvices, and having a well-
informed citizenry. Achicvement of these requires considerable capital outlays that has not been
sufficiently factored into the BFS. For example, the target of constructing 100,000 Kilometers of
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Fibre Optic network across the country risks remaining a mirage if not proportionately phased
out and prudent funding plans put in place to facilitate its implementation.

- The Committee observed that despite ICTA having been authorized by the National Treasury to

manage the AiA from the convenience fees from services offered in the E-Citizen platforms, the
proposed BPS ceilings have not incorporated the annual AiA estimated at KSh.1.2 billion in the
FY 2023/24. The omission denies ICTA the authority to utilize the collected AiA in the operations
and maintenance of the E-Citizen Systems. It is worth noting that the authority to utilize the
projected AiA was granted by the National Treasury and regularized in the Supplementary
Estimates I for the financial year 2022/23 and Just needs updating in the BPS.

The Committee noted the need for consolidation of capacity building for the youth in ICT arcna.
There arc several programme that aim to impart relevant ICT skills to the youth to engage them
in gainful economic opportunities. Such programme include the Ajira programme, Presidential
Talent Programme and Jitume programme. There is a need for collaboration and synergy for
convergence to benefit from the cconomies of scale while preventing duplication of efforts.

3.2 Departmental Committee on Social Protection

- The Commiittee observed that the last enrollment for older persons was done in the FY 2017/18

while CT-OVC and PWSD was in the FY 2016/17. There is need to urgently undertake a review
of the programme including audit of existing beneficiaries, continuous registration and review
of payable amounts that have stagnated over time. There is also need to relook at the payment
mode of the Inua Jamii beneficiarics since the banking option is both expensive and cumbersome
in areas where therc are no banks in close proximity.

. The Committee observed that the exit plans for recruits under the paramilitary training and

vocational programs in the National Youth Service is nol clear with graduates wondering about
their next phase of life. Further it was noted that commercial activitics under the National Youth
Service is a good fodder for creating more revenuce for the Service but requires significant capital
Injection to operationalize.

3.3 Departmental Committee on Labour

- The Committee noted that through the IHuduma Kenya Programmec the Government is able to

interface with its citizens, to offer uninterrupted sustainable services which is key to
development. The Huduma Kenya Centres collect monies on behalf of other agencies noncthelcss
it does not kecp any of the monices but remits all to the respective agencies. A pereentage of the
total monices can be appropriated by the ITuduma Centres to allow the Centres be self —sufficient
reducing their reliance on the exchequer.

.The underlined the nced to streamline the management of Labour Migration in the country,

Incrcase employment opportunilies, ensurc protection of Migrant Workers and improve
provision of consular services. The appointment of labour attaches’ in key labour destination
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countries namely; United Kingdom, Canada, Australia, Poland, Saudi Arabia, Kuwait and Oman
needs to bc‘fast tracked.

59. The Committee observed that the Public Service Commission’s mandate was expanded to include
recruitment of senior management positions in public Universities, Constitutional Commissions
and other statutory bodies. The Commission requires additional resources amounting to Kshs.
60 million for the processing of applications and payment of allowances for gazctted sclection
panels as approved by the Salaries and Remuneration Commission.

3.4 ‘Dcpartmcntal Committee on Agriculture and Livestock

60. The Commﬂtec observed that out of the nine priority value chains, six are within the agriculturc
and livesto&k sector. These include the tea, dairy, leather, edible oil crops, rice, garments and
apparcls. However, the interventions outlined in the BPS do not address all the key nuances of
these value chains from pre-production to marketing stage. Similarly, the proposed ceilings for
the sector cannot address the proposed needs comprchensively. As such there is need to rethink
the entire approach to supporting agriculture to ensurc the cxpected benefits arc achieved.

61. The Committec is cognizant that key policy target u nder the Comprehensive African Agricultural
Development Program (CAADP) that was endorsed by the African Union provides that

‘ govcrnmcrﬁts should invest at least 10 percent of their national budgets in Agriculture. In the
2023 BPS, the ceiling for the Ministry of Agriculturc and Livestock is only 3.4% of the national
budget. Implying that the country is not cominitted to actualizing the CAADP on Accelerated
Agricultural Growth and Transformation for Shared Prosperity and Improved Livelihoods.

62. The Committee raised concerns that the country has experienced one of the worst droughts in
decades with no rain witnessed in some ASAL countics for the last four years. This has resulted
in huge losses to farmers in the affected areas. The 2023 BPS does not provide measures or clear
policies that will cnable agricultural activitics to flourish in the tough times given that climate
change has affected the weather patterns. The Ministry needed to shift from the normal
budgeting Ircnds and focus on ways of accelerating agricultural activities in the new climatic

conditions. ‘

63. The Committee also took note that Farmers Database Establishment Project has not been qiven
any ullocati(')‘n put the department requircs Ksh. 100 million. The objective of the projcct is to
have all farmers of maize, wheat, rice, potatocs and other crops registered. The Agriculturc and
Food Autharity has successfully accomplished the registration of value chain players such as
marketing lagents, transporiers, imporiers, exporters, millers and processors through an
Integrated Management Information System and requires to integrate farmers into the system.

3.5 | Departmental Commitice on Energy
64.The Commitice underlined the need to prioritize funding to the critical projects in the state

department of cnergy which arc key in lowering the cost of clectricity as well as achieving
universal access to clectricity by 2030. These includes the last mile connectivity, Installation of
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transformers in constituencies, Development of Community Small Hydro Power projects, Rural
Electrification schemes, street lighting, among others.

-The Committee noted that some projects have been proposed for implementation under the

public private partnership framework. Despite the benefits accruing from use of this framework,
the Committee expressed concerns on the associated risks such as possible breach of contract
obligations, additional unfunded obligations, inflation and exchange rate risks.

The Committee noted the role of the Energy and Petroleum Regulatory Authority (EPRA) in
regulating both the technical and cconomic aspects of the petroleum and electric energy
subsectors. To promote transparency and accountability, the BPS requires EPRA as the scctor
regulator to be publishing quarterly system, financial and operational performance reports.

8.6 Departmental Committee on Administration and Internal Affairs

The Committee was concerned that over the years, the government has gazetted several
administrative units including sub-countics, locations and sub locations to deal with security
challenges and in some cascs to bring services closcr to the people. The Committee obscrved that
there is a need to operationalize 28 gazcetted sub-counties which cannot be accommodated
within the proposed BPS ceiling at an additional cost of Ksh 134.4 million.

The Committee highlighted the need for the State Department for Immigration to facilitate
uninterrupted service delivery given the surge in the number of applications of passports duc to
medical, employment and educational reasons and the phasing out of the old passports.
However, the ceiling did not cover the purchase of c-passport books commensurate with the
annual number of applicants for passports as well as cost of purchasing morc cfficient prinfer.

The Committee observed that the National Forensic Laboratory required additional allocation of
Ksh. 1.5 billion to be fully equipped and pave way for its optimal operations. Failure to provide
for this allocation would delay the returns on investments on a project that had taken over 15
years. The laboratory is to be used by all government agencies handling criminal investigations
matters.

3.7 Departmental Committee on Environment, Forestry and Mining

The Committee Noted that the State Department Environment and Climate Change is at an
advanced stage of transforming the Kenya Mecteorological Department into a Semi-Autonomous
Government Agéncy. This will be cnable it to charge data fees to various government agencies
including the Kenya Civil Aviation Authority for weather data provided to the aviation industry,
the agriculture sector, and the private sector. This will reduce its dependency on exchequer
revenue.

The Committee Observed that the Kenya Forest Service has huge potential to generate revenue
for the national government from the sale of mature and over-maturc forest plantations after
lifting the moratorium on logging in public and community forests. The KFS can generalte
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approximudcly Kshs. 10 billion annually which will reduce its dependency on exchequer
revenues and even have cxtra funding thal can be remitted back to the exchequer. To unlock
this revenue potential, it requires provision of Kshs. 500 million to be utilized for settlement of
court disputes, oversight to ensure the realization of maximum revenue potential, and
cngagement with Community Forest Associations (CFAs). However, this funding could not be
accommodated within the proposed cciling.

72.The CommiLtec noted that the State Department for Mining intends to undertake ground truthing
and confirmatory ficldwork which will provide better clarity of the identificd mineral deposit
occurrences from the recently concluded Nationwide Airborne Geophysical survey. The
ficldwork will lead to updating of geological data and services which will impact positively on
investments in mining. This will further de-risk investments and shortens the turnaround period
from exploration to mining. The State Department cstimated the cost of the ficldwork at Kshs.
548 million but only Kshs. 157 million could be accommodated in the ceiling provided.

3.8  Departmental Committee on Defence, Intelligence and Foreign Relations
73.The Committee noted with concern that in the recent past, the Kenya Defence Forces has been
involved in some civilian activitics such of constructions. This has been at the expense of their
core mandate on modernizing the service. Moreover, under the constrained fiscal space, KDY
should priaritize transitioning to a lean and highly effective entity. This may be accomplished
through modernization and utilization of advancements in technology to enhance their
opcrationaq and tactical efficiency.

74.The Committec observed that in the past 5 ycars, the NIS budget has increased by 35.61% from
KES. 34.51 billion in 2018719 to KES. 46.80 billion in FY 2023/24. The ever-increasing NIS
budgct is c‘uc to cvolving security threats that has necessitated investment in human capital
cquipment & technologics that are extremely expensive.

75.The Commlttcc noted that the State Department for Yoreign Affairs is currently incurring Ksh.
140 million per year as rent expenscs for the office space they are currently renting in Upper
Hill. Therefore, there is need to fast track the construction of the Ministry’s new Ileadquarters
whose estimated cost is Ksh. 4 billion of which Ksh. 400 million is GoK funding and Ksh. 3.60
billion is g:zml funding from the People Government of the Republic of China. Further, Most of
the Missions do not have an IEMIS place for financial management and reporting purposes. The
Department should expedite the roll-out of IFMIS in all the missions to ensurc compliance with
the rcquir(%mcms of Public Financial Management.

3.9 | Departmental Committee on Lands

76.The Comnjitlee was concerned that the digitization of Land Registrics continucs to expericnce
implementation issucs, causing distress among citizens and players in the land sector such as the
Law Socicgr of Kenya and the Institute of Surveyors of Kenya. Similar challenges face the
Processing and Registration of Title Deeds, which is critical in obtaining property for affordable
housing and other national strategic devclopment programs. Just 30 percent of the country is
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titled, necessitating the need to expedite land parcel registration in order for regions that have
not been registered to be adjudicated and their land records digitized, in accordance with the
Government agenda.

The Committee raised concerns over the delays experienced in compensation for Compulsorily
Acquired Land by the National Land Commission. This was attributed to the fact that the State
departments acquiring land for critical infrastructure projects have not been availing funds for
prompt compensation of project affected person (PAPs) as required by Section 107A (12) of the
Land Act of 2012.

The Committce is aware that the National Land Commission has the potential to collect Ksh. 14
billion per annum in AiA. The NLC is mandated to access and collect land related revenue and
appropriation in Aid (A-i-A) on behave of the Government of Kenya when offering services at
both the Headquarters in Nairobi and the County Coordination offices. However, this has not
becn achieved since the Commission Secretary/Chief Executive Officer has not been appointed
as a Receiver of Revenue by the National Treasury.

3.10  Departmental Committee on Blue Economy and Irrigation

The Committee noted that the proposed development expenditure ceiling was lower than the
requirement by the State Department for Water and Sanitation by Ksh. 27.7 billion. This will
have an implication on delivery of expected outputs and targets. Some of the key projects that
will be affected are under the 9 water works development agencies. Similarly, the State
Department for Irrigation has a shortfall of Ksh. 9.6 billion that will have a bearing of
implementation of Soin-Koru Dam, Siyoi-Muruny Water Project, Rehabilitation of Strategic
Water Facilitics, National Expanded Irrigation Programme among others. '

The Committee observed that there was poor management of completed irrigation projects
raising concerns on whether the country is getting value for moncy from the huge investment
in irrigation. Most of the irrigation projccts completed by the National government and handed
over to the county government have failed due to delays in formation of County Irrigation
Development Units that should undertake the management of irrigation projects. Further, it also
noted that therc is weak administrative capacity of farmers in irrigations schemes duc to slow
formation of Irrigation Water Users Associalions.

The Committec raised concern on possible duplication of functions in policy advisory to the
Presidency on management of blue cconomy. The Committee noted that there is an office under
the Executive Office of the President called “The Oceans and Blue Economy Office” (TOBEO)
with a proposed ceiling of Kshs. 100 million in FY 2023/24 and lasked with provide policy
advisory rcports on the Management of bluc economy resources. This is the same output that
should be implemented by the headquarters of the State Department for Blue Economy and
Fisheries.
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3.11 ‘Dcpartmcntal Committee on Regional Development

82.The Comm}ttec observed that Government cfforts as part of the economic turnaround strategy
plans to support value chains in the leather sector in order to increase recovery and enhance
quality of Hides and skins. One of its goal in achieving the targets is by optimizing Ewaso Nyiro
tannery to produce up to finished lcather, its expected by end of FY 2023/24 Ewaso Ngiro
tanncry will bc 100% operationalized. There is need to allocate resources towards the completion
of the projccts which is at 72% as at Fcbruary, 202.3.

83. The Committee noted that the Nairobi Rivers Commission was established via Gazcette Notice No
14891 dated 2nd December, 2022 to mitigate pollution and cnvironmental degradation of
Nairobi Rivers. The Gazette Notice cstablished the Commission under the State Department for
Devolution and the Commission has no allocation under the proposed BPS for FY 23/24. The
Commission requested the for an allocation Kshs.426 million to commence its operation.

84.The Comniittcc was concerned that there was no budget allocation for relief food and

rehabilitation program despite the drought menace in the country which is projected to continue
and effects/may spill over to the next financial year.
3.12 | Departmental Committee on Education

85.The Comm!ittce raised concerns over lack of an information management system to streamline
operations of the Technical and Vocational Education and Training (TVETs). This has resulted to
inconsistm}cies and lack of accurate data undermining transparency and accountability. Further,
despite the varying cost of delivering various Courses, capitation is uniform to all TVET courscs.
There is nFed to review the approach to capitation to enhance better delivery of the more
technical courses.

86. The Comniittee noted that there is persistent capitation deficil across the entire education sector.

The current disbursement stands at about 65 percent of the total learners across all levels. This
means thaII some learncrs are not catered for despite being in schools creating a strain on the
learning institution in terms of amenitics and other opcrational costs. Further, the capitation for
primary thool level has remained at Ksh. 1,420 since 2003 when it was initiated. There is need
to review it in view of the prevailing cconomic circumstances.

87.The Commiittee appreciated the fact that allocation to the school fecding programme from Ksh.
1.9 billion to Ksh. 3.9 billion in an effort to scale up the programme. This is important in
cnhancing retention of learncrs in schools and improve learning outcomes in view of the

ongoing drought.
3.13 l Departmental Committee on Health

The Committec noted there arc several Kenya Medical Training Colleges that have been put up
across the lcountry but have not been operationalized while others arc operating below capacily

0
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due to lack of equipment and personnel. There is need to fast track operationalization of these
KMTC to realize the value for morney.

The Committee observed that there is no legal framework or anchoring policy to support
engagement of National Referral [ospitals and county IHospitals. As such engagements between
the Kenyatta University Teaching, Research and Referral Hospital in operations of Gatundu Level
4 Hospital and Kigumo health centre as well as between Kenyatta National Hospital and Mama
Margaret Uhuru Kenyatta. '

The Committee raised concerns over the ownership of Kenya BioVax Institute Limited
incorporated under the Companies Act. The entity is carmarked to receive significant resources
from the government.

8.14  Departmental Committee on Tourism and Wildlife

The State Department for tourism has a number of critical challenges including slow digitization,
delay in classification and grading of accommodation and catering establishments, low uptake
of standards and quality assurance, low diversification of tourism products, inadequatc physical
infrastructure, travel advisorics and travel restrictions mostly due to inadequate funding. The
allocation to the State Department has declined from that of the current financial year and the
reduction may undermine the sector policies outlined in the 2023 BPS.

- The Committee noted with concern the skyrocketing cases of human-wildlife conflict that more

than often result to need for compensation for lives lost or property damages. The allocation to
compensation cfforts has not far below the requirement. The Committee is of the view thaf there
be established a Wildlife Compensation Insurance Scheme for wildlife related damages.
Furthermore, the pending bill of Human Wildlife Conflict cases amounting to Ksh. 2.7 billion be
provisioned.

The Committee noted that the ceilings have no allocation to some projects which are st to begin
in this financial year. They include Mapping and Securing Wildlife Corridors, Species and
Habitat Restoration Programme, Rehabilitation of Nairobi Safari Walk and Animal Orphanage,
Construction and Equipping of Four Wildlife Rescarch Centers, Wildlife Discases Surveillance
Monitoring and Control, Modernization of Wildlife Tracking and Monitoring, Research on
Rare, Endemic and endangered species for development recovery strategies among others.

3.15 Departmental Committee on Justice and Legal Affairs

The Committee noted that section 4 () and (d) of the Judiciary Fund Act, 2016 allows the
Judiciary to retain monics that may accruc from investments, fces and levies administered by
the judiciary. It is therefore imperative for the National Treasury to operationalize the judiciary
fund accounts in order for the agencey to benefit from the revenues il has been raising over
years, enhance financial autonomy and access to justice.
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It was further observed by the Committee that the Attorney General’s Office litigates on behalf
of the state agencies. However, when the court awards claims against those agencies, they don’t
promptly seitle the claims but abandon the claims with the Attorney General office. In addition,
the state law does not get the necessary support from the state agencies in terms of facilitating
the legal cc‘)unscls with daily subsistence allowance in order for them to exceute their work.
The Comn\littec also obscrved the need for the departments in the Justice sector to collaborate
together with a view to developing policics that are geared towards decongesting prisons
considering other forms of restorative justice that can be implemented.

The Committee noted that the Independent Electoral and Boundaries Commission (IEBC) is
required to conduct a review of the boundary dclimitation by end of 2024. Ilowever, the
ceilings hzﬁlc not taken this into consideration. This will impact on the Commission’s ability to
deliver on its constitutional mandate.

The Commiittee observed that the government has allocated Kshs 155 million to the Office of
the Dircctbr of Prosecution for the ongoing construction of Prosecution Training Institute. In
addition, the Judiciary is also currently sctting up Judiciary Training Institute in Karen.
Therefore, there is need for agencies under the GJLOS scctor to have one training school rather
than cach institution sctting up its own training school to save on cost.

3.16 Departmental Committee on Transport and Infrastructure

The Comnxtittec noted that the portfolio of projects in the Statc Department for Roads arc not
matched with the projected ceiling available to the Sub sector of roads over the medium term.
The mismatch between the portfolio of projects and the resources available has mainly been
caused by the rollout of the Roads 10,000 policy of upgrading 10,000 km to bitumen standards
from the Financial Year 2014/2015. During the first year of its roll out, a ceiling of Kshs.92
pillion was allocated. The understanding was that this allocation of Kshs.92 billion would
continuc being increased cvery subscquent financial year. Ilowever, the allocations started
being redliced in subscquent years to average Kshs.55 billion over the last 5 years. The
Committe¢ however raiscd concerns over the distribution of these roads projects in the country.

The Committec observed that the State Department for Shipping and Maritime Affairs has been
given eight additional functions/mandates in the exccutive order on reorganization of
governmirt. Ilowever, the ceilings in the BPS docs not provide the corresponding resources for
the State Department to cffectively deliver the additional functions.

3.17 | Departmental Committee on Housing, Urban Planning and Public Works
l

The Committce noted that Ilousing is one of the key pillars of transformation under the Bottom
Up Economic Transformation Agenda, Iowever, the resource envelop in the BPS ceilings is not
in tzmdcn‘ with the targets of the sector. Further, the value chain approach described in the
policy pronouncement has not been allocaled the requisile resources to be implemented

cffectively.
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102. It was observed that the National Construction Authority used to charge a construction levy at
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the rate of 0.5% of project value for projects above Kshs.5 million as per the National
Construction Act Section 31(2). The levy was suspended through a gazette notice No. 24 of
2017. Before then the National Construction Authority used to finance its budget through
collection of the levy as per the rate of the Act. To compcensate for the loss of revenue, the
National Construction Authority has continued to reccive recurrent grants from the GoK
through budgetary support.

3.18 Departmental Committee on Trade, Industry and Cooperatives

The Committec noted that the completion of the Special Economic Zoncs is of key priority in the
Bottom Up Economic Transformation Agenda. The resource requirement for Dongo Kundu SEZ
is Kshs. 10.7 billion in FY 2023/24 but its FY 2023/24 proposed allocation is Kshs. 50 million
resulting to shortfall of Kshs. 10.65 billion. It was also noted that the resource requircment for
the Naivasha SEZ is Kshs. 4.65 billion but its ¥Y 2023/24 proposed allocation is Kshs. 500
million resulting to a shortfall of Kshs. 4.15 billion.

The Committee also noted that RIVATEX is currently a net importer of cotton and it requires
more cotton for processing of fabric. As such, it was requested that there be consideration of
the allocation of Ksh. 1.3 billion towards the Cotton Development Subsidy, Extension Support
and Modernization of RIVATEX. Upon completion RIVATEX will ceasc relying on the exchequer
and it will be able to fund its own operations.

3.19  Departmental Committee on Sports and Culture

The Committee observed that the State Department for Sports and Arts has a plan to establish a
Talanta Ilela programme which is aligned to the Bottom-Up Economic Transformation Agenda
(BETA), where the programme will monctize sports and arts bringing income to sports persons
and artists.

The Committee noted the need to ensure that Ushanga Kenya Initiative is a fully-fledged SAGA.
That way, it will be able to enhance capacity building workshops for women to improve and
market the quality of indigenous and traditional products and further increase the arca of
coverage from 7 countics to 47 countics.

3.20  Departmental Committee on Finance and National Planning

To Committce noted that to guaranice the realization of the projected ordinary revenue for FY
2023/24, it would be imperative to harmonize the proposed tax administration reforms as well
as the tax policy measures with the potential gestation period that the expected revenue may
require to yield. This should guide revenue forecasting which is a very crucial component of
financing various priorities of the government. The reforms should also address cmerging issucs
such as the proliferation of the digital economy and matters under tax basc erosion and profit
shifting (BEPS) among others.
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The Commntittee noted that despite the policy direction pointing to the need to restructure the
operations of Kenya Airways, (here still exist running obligations that the government continues
to address. For instance, the ceiling for F/Y 2023/23 provides about Ksh. 14 billion for
rcpaymenlof debt guaranteed by the government.

The Committec observed that the National Government Constituency Development Fund has
been allocated a ceiling of Ksh 53.531 billion in FY 2023/24. However, the NG-CDF Act of
2015 proyides an amount not less than 2.5% of all the national government's share of the
revenuc. :I‘hc proposed National Government share for 2023/24 FY is Ksh 2.178 trillion,
therefore, ‘thc Fund should be allocated Ksh 54.448 pillion.

4.0 SUI%‘MISSIONS TO THE BUDGET AND APPROPRIATIONS COMMITTEE

The Budggt and Appropriations Committce oversights the Office of the Auditor General and the
Parliamentary Scrvice Commission. The Committce invited the two fo provide insights on
policics informing their ceilings as outlined in the 2023 BPS.

4.1  Submissions by the Office of the Auditor General
|
The Committee invited the office of the Auditor General to make submissions on two issucs.
First to apbmiso the Committce on key issucs arising from audit processcs that may inform the
overall budget making process and sccond to provide insight on policics underlying the
cxpendituh"c ceilings for the office given that it is oversighted by this Committee.

In rcgurd‘to pertinent matters arising from the audit findings, the Auditor gencral indicated
that Over|the years, Ministries, Departments and Agencics (MDAS) and County Governments
have had|low budget absorption rates especially with regard to development budget. This
implies that some development programmes and delivery of scrvices arc not implemented as
planned. Alternatively, it may be an indicator that the estimated expenditure may not be
comprehqnsivcly packed by correct or accurate data, thereby leading to over estimations in
view of requisitc absorptive capacity.

The Audiflor General raised concerns over the outstanding pending bills that arc a bottleneck
hindering the cconomy from achicving its full potential. The pending bills have continucd to
put press ire on the scarce resources, with some of the bills attracting penaltics, thereby putting
more strain on the available resources. They also have an cffect of withholding circulation of
cash in the economy and affect the smooth operations of suppliers and Micro, Small and
Medium Enterpriscs (MSMEs) and ultimately, economic growth. Pending bills will remain a
major bottleneck unless urgent measurcs arc instituted to deter public sector entitics from

incurring more of liabilitics.

The Auditor General indicated to the Commitice that stalled projects continue to tic up scarce
resources given that they do not also provide services to the citizens, and this has resulted to
lack of vdlue for money in implementation of projects. It is the view of the office that public
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sector entities complete existing projects and put them to use before cmbarking on new ones to
ensure there is adequate funds for other new projects.

The annual and special audits on public debt have revealed that the traditional definition of
public debt only includes foreign and domestic borrowing. As such, the National Treasury has
only been disclosing public debt arising from borrowings, however, government has other
undeclared obligations. The Auditor General noted that obligations relating to Quarantees by
the government, loans and overdrafts, pending bills, accounts payable and pension arrears both
at National and sub-national levels need to be disclosed as part of the public debt.

With reference to the ccilings of the Office, the Auditor General indicated that the audit
universe has been expanding over the years duc to the cxpansion of government programs. This
has resulted to growth in the national budget and formation of additional entities that require
to be audited and report on. In the financial year 2017/ 2018, there were 1,237 public sector
cntities to audit while for the financial year 2021/202.2 there are 2,249 clients representing an
increase of 82% over the last five (5) years.

It was pointed out that the Office from time to time receives requests to undertake other special
and investigative audits from Parliament, County Assemblies and other stakcholders. During
the last five years, Parliamentary Committees have requested OAG to conduct 31 special audits.
Parliamentary financial oversight Committees have also increased from four to eight which will

“result to more requests.

Despite the expanding mandate, the Office has not been well resourced to respond effectively.
In this view the Auditor General requested the Committee to Consider giving the Office a lecway
for one-line budget item to allow flexibility in responding to emerging audit needs. The 2023
BPS ceilings for the OAG is Kshs.7.753 billion comprising of Kshs.7.283 Billion in Recurrent
and Kshs.469.88 Million in Development Budget. This is against a budget request of Kshs.11.39
Billion leaving the Office with a total shortfall of Kshs.3.64 Billion. The Office requcsted for
Kshs.2.5 Billion out of the shortfall of Kshs.3.63 Billion to cater for additional audit scope and
other critical areas of operations.

4.2 Submissions by the Parliamentary Service Commission

The Committee invited the Parliamentary Service Commission to make their submissions on
policy underpinning the resource requircment for the commission in FY 2023-24. In their
submissions, the Commission indicated that policy thrust is based on the PSC Strategic Plan
2019-2030 under the theme “Bringing Parliament closer (o the People: Taking Responsibility”.
The Plan is being implemented through Seven Strategic Pillars and Twenty-Two strategic
objectives. The resource requirement by the Commission is informed by the need to facilitate
Members of Parliament in achicving their Constitutional mandate as well as promoting
Parliamentary democracy.

The Commission informed the Comimittee that the reviscd Standing Orders have enhanced the
roles of the legislaturc by cxpanding mandalc of committees of both Iouscs. Further, the
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number of| Committecs has increased in both houscs resulting to an increase in the work load
that has niccssilalcd additional staff and facilities. To deliver this effectively, it follows that a
higher resource envelop is necessary.

The Commiission submitted that the amendment of the Retirement Benefits (Deputy President
and Designated State Officers) Act, 2015, has brought the administration of the retirement
penefits of Speakers of both houses fo Parliament under Votes 2041 and 2042. This will
therefore require additional resources that were not factored in the BPS ceilings.

4.3 gubmissions from the Public Participation.

Pursuant to Article 201 of the Constitution on Public Participation, the Committee invited the
public to givc their perspectives on the BFS. The request for submission of memorandums was
published in leading daily newspapers and publicized in the website of Parliament. The
Committee| received memorandums from Network for Adolescents & Youth of Africa,
International Budget Partnership-Kenya, Coast Regional Budget Hub and the Networking and
Alliance Building Women Economic Empowcrment. The submissions from the public
participation have been attached to this report as annex 1

' 24 | Puanvw



5.0 KEY OBSERVATIONS

123. Based on the engagements with the Departmental Committees, the National Treasur , the
submissions by the public and other stakeholders, the Committee made the following key
observations.

1) Tﬁneﬁnes for Processing the BPS: The Committec observed that the 14 days provided

2)

3)

4)

5)

9)

under the PFM Act of 2012 for Parliament to Consider and approve the BPS are not
adequate. The Departmental Committees are not able to critically engage the MDAs that
they oversight. Equally, the Budget and Appropriations Committec requires more time to
engage Departmental Committees on their reports as well as meaningful considerations
of submissions by the public thercby enriching the entire process.

Alignment to the National Development Agenda: The Committee noted that the 2023 BPS
has been prepared before the finalization of the fourth medium term plan (MTP IV) of
the Vision 2030. The BPS is supposed to be anchored on the MPT IV to ensure that the
lessons learnt during the implementation of MTP II inform the current policy direction.

Value Chain Approach: The Committec observed that the value chains and value chain
approach proposed in the BPS falls short of an claborate and logical implementation
framework that envisages all the stages of the priority value chain. The proposed
inferventions are not structured out and aligned to the specific value chain nodes, as
such, if some bottlenecks are not addressed at one stage of the value chain, they have a
bearing on the success of the entire value chain. Further, the ceilings indicated are not in
tandem with the targets and expected outputs of the value chains.

National Tax Policy and the Medium-Term Revenue Strategy: The Commitiee noted that
ordinary revenuc collection as a share of GDP has stagnated at around 15 pereent over
the last decade. Tax policy measures in previous BPS have failed (o expand the tax base
and enhance revenue collection. To remedy this the BPS has alluded to development of
the National Tax Policy and the Medium-Term Revenue Strategy which will provide a
comprehensive approach to undertaking effective tax system reforms.

Financing the Deficit: The Commitice noted that to finance the projected fiscal deficit of
Ksh. 720.1 billion, the National Treasury proposes to borrow Ksh. 521.5 billion from the
domestic market and Ksh. 198.6 externally. This is however, contrary to the submitted
Medium Term Debt Management Strategy that proposes a ratio of 50:50 domestically
and externally.

Project Completion Rate: The Committec raiscd concerns over the low rate at which
developments projects are being completed. As a result, some projects have been funded
beyond the initial estimated completion date mostly duc to inadequate annual allocation.
The clongated project gestation period imply that intended economic benefits arc not
realized as planned.
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7) Absorption of Loans and Grants for Development Projects: The Committce was concerned
thaq' the government continues to incur substantial costs through thc payment of
commitment fees on undisbursed loans. According to the Controller of Budget, the total
amount of undisbursed loans stands at approximately Ksh. 1.179 trillion as of FY
2021/22. Further, some donor grants have not been absorbed due to lack of counterpart
funding from the Government. The Committee underlined the need for preparedness by
MDASs to execute programmes funded through loans and grants.

8) Coordination between National and County Government: The Committec noted the cross
cutting naturc of key proposals under the BETA such as agriculture and healthcare.
However, there is no robust framework of collaboration to ensure the proposals arc
realized in a scamless manner.

9) Review of the Inua Jamii Programme: The Committee noted with concern that the Inua
jamii Programme that facilitates cash transfer to the elderly, the PLWDs, orphans and
vulnerable children as a social protection initiative has not been operating optimally. The
Curyent stipend of Ksh. 2000 was conceptualized when the exchange ralte of the dollar
to the shilling was under Ksh. 100 per USD. Further, the databasc was lastly updated
around 2017/138, therc lacks mechanisms to bring on board new beneficiaries as well as
an dccount of thosc incligible duc to natural attrition.

10)School Infrastructure Improvement FProgramme: The raised concerns over the
geographical distribution of projccts undcr the school improvement programme under
the fAinistry of Education. The programme has not been able to adequately address the
gap$ in school infrastructure development.

1 l)Reehgineering the Regional Development Authorities: The Committec obscrved that the
Regional Development Authoritics were conceptualized before devolution to undertake
development programmes across the country. However, since inception of devolution,
most of their functions have been taken over by county governments. Consequently, their
development budget has considerably withered while recurrent expenditurc conlinues
to b[alloon.

IZ)RetI‘linldng Conditional Gr