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Foreword

T\e 2024 Budget Policy Statement (BPS), the second to be prepared under the

Kenya Kwenza Administration, reaffirms the priority policies and strategies under

the Bottom-Up Economic Transformation Agenda (BETA) and prioritized in the

Fourth Medium Term Pian of the Vision 2030.

Since coming to office in September 2022,the Govemment has implemented bold

policy responses to mitigate the negative global and persistent shocks that have

pushed the economy to its lowest vibrant level and embarked on structural reforms

to stabilize Government finances and the economy. These shocks include global

supply chain disruptions due to ongoing conflicts in Eastern Europe and the Middle
East; high interest rates limiting access to credit and exacerbating debt servicing

costs; significant losses and damages due to frequent extreme weather events; and

elevated commodity prices such as petroleum products on account of increased

geopolitical fragmentation and global oil supply cuts.

Against this background, the Government continues to impiement interventions

and policies to reduce the cost of living and improving livelihoods, while at the

Same time fostering a sustainable inclusive economic transformation through the

Bottom-Up Economic Transformation Agenda. This is meant to reverse the

economic recession and ignite economic recovery. This Development Agenda

recognizes the importance of managing the cost of living through well-fi.rnctioning

markets to enhance increased production and productivity, availabiiity and

affordability of goods and services for all citizens. Indeed, market failures in
sectors that supported the economy are glaring. The interventions target five core

priority areas namely: i) Agriculrural Transformation and Inclusive Growth; ii)
Micro, Small and Medium Enterprise O4SME) Economy; iii) Housing and

Settlement; iv) Healthcare; and v) Digital Superhighway and Creative Industry.

The Agenda places special focus on increased employrnent, more equitable

distribution of income, social security while also expanding the tax revenue base,

and increased foreign exchange earnings. To realize this, the Government has

targeted 9 value chains with the largest impact on jobs creation and economic

recovery as follows: (i) Leather; (ii) Cotton; (iii) Dairy; (iv) Edible Oils; (v) Tea;

(vi) Rice; (vii) Blue Economy; (viii) Natural Resources Including Minerals &
Forestry); and (ix) Buiiding Materials.

Despite the challenging environment, there is notable significant success following
the various interventions rolled out during the past one year by the Govemment.

Specifically, economic vibrancy has started. The economy remained strong in the

fust three quarters of 2023, growing by an average of 5.6 percent, a demonstration

of resilience. This glowth was well above estimated global and Sub-Saharan

African region average of 2.9 percent and 3.3 percent, respectively. The economy

is projected to expand by 5.5 percentin2023 and2024 from 4.8 percent 1n2022.

This growth outlook will be supported by a broad-based private sector growth,

continued robust performance of the services sectors, the rebound in agriculture,

$ECBtT
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and the ongoing implementation of policy measures to boost economic activity tn

the priority sectors of the BETA.

Over the next four years, the Govemment will scaie up efforts on policy

interventions and structural refonns under BETA so as to navigate the global

turbulence, accelerate economic recovery, and address overarching development

challenges namely creating jobs, eradicating poverly and mitigating climate

change. As part of the process, the Government will accelerate investments in: (i)

humin capiial developmenr; (ii) reforming markets some of which are in disarray

and non-functional; (iii) domestic resource mobilization and application of those

resources to development projects; (iv) reform and restructure of institutions; and

(v) digitization so as to coordinate all the other four areas.

The fiscal policy stance for the FY 2024125 and the medium term budget aims to

support the Bottom-Up Economic Transforrnation Agenda (BETA) through a

growth friendly fiscal consolidation plan. The consolidation will be supported by

enhanced revenue mobilization and rationalization of non-priorify expenditure

while protecting essential social and development budget. As part of the process,

the Govemment has embarked on the implementation of the National Tax Policy

and the Medium-Term Revenue Strategy (MTRS) that will further strengthen tax

revenue mobilization efforts to over 20.0 percent of GDP over the medium term.

In addition, tax administration by the Kenya Revenue Authority will be

strengthened through scaling up use of technology to seal leakages. [n part, this

will involve enhancements of iTax and Integrated Customs Management System

(icMS) and usage of Tax Invoice Management System (e-TMS). Further, the

Government will scale up efforts on requiring the various Ministries, Departments

and Agencies (MDA$ to not only mobilize more non-tax revenues but also transfer

..roor""r to exchequer. Eventually, majority of the MDAs are expected to be self-

financing. These policy strategies are expected to expand the primary surplus in

the fiscai framework and stabilize the growth of public debt thereby boosting the

country's debt sustainability position.

Given the limited resources, the hard sector ceilings provided for the FY 2024125

and the medium term budget will form the basis of the detailed budget allocations

for submission to Parliament by 306 Apil,2024.ln this regard, all Sector Working

Groups and MDAs are expected to prepare their budgets consistent with the hard

sectoi ceilings and adopt the value chain approach under the hve clusters for the

nine value &ains as enumerated earlier to facilitate the finalization of the FY

2024125 and the medium-term budget proposals.

NJUGUNA NDUNG'U, CBS
CABINET SECRETARY
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Acknowledgement

T\e 2024 Budget Policy Statement is prepared in compliance with the provisions

of the Public Finance Management Act,2012.It outlines the strategic priorities of
the Government, highlights the current state of the economy, provides macro-fiscal

outlook over the medium term together with a summary of Government spending

plans as a basis for the FY 2024125. The,pn+blication of the 2024 BPS aims to

i-p.or" the public,s understandin! of Kenya's public finances and guide public

debate on economic and development matters.

The Government is keen on fostering prudent management of public resources in

order to support inclusive economic growth and development. tn this respect, the

Govemmeni has adopted a "hard budget constraint" principle in relation to the

fiscal framework for FY 2}23l24.Expenditure requirements arising within the year

will be financed by cutting back on other expenditures thereby maintaining the

expenditure ceilings and primary budget balance as per the fiscal framework. This

poiicy has been operationaiized in the current financial year - new expenditure

iequirements which have arisen during the year have been accommodated by an

across the board 10 percent budget cut. Additionally, while preparing this budget,

all proposed Ministries, Deparlments and Agencies (MDAs) budgets for FY

2024125 have been scrutinized carefully to ensure quality and alignment to the

Government's Bottom-Up Economic Transformation Agenda as outlined in this

BPS and the Fourth Medium Term Plan and other strategic interventions of
national interest.

The poiicy measures outlined nthe 2024 BPS are expected to improve economy-

wide effrciencies, create an enabling environment that supports growth in

businesses and investment, reduce the cost of living asaw-ell as enhance the

wellbeing of all Kenyans. The tight fiscal stance is expected to reduce debt

wlnerabilities through implementation ofreforms to broaden the domestic tax base

and improve tax compliance. Expendituretatiooalization will continue to focus on

enhancld efficiency of public investments, better targeting of subsidies and

transfers, addressing weakness in state corporations, and digital delivery of public

services. Social safety nets and fiscal risk management framework will be

enhanced.

The completion of this policy statement was as a result of collective effort by

various MDAs who provided valuable information. We are grateful for their

contributions. We are also grateful for the inputs we received while preparing this

document from the Macro Working Group; stakeholders and the general public

during the country-wide Public Participation in october-November 2023 andthe

Pubt; Sector Hearings in December 2023. A dedicated team in the National

Treasury spent substantial amount of time putting together this BPS. We are

particularl teful to them for their tireless efforts and dedication

DR. CHRIS TOO, CBS
NCIPAL SECRETARY/TIIE NATIONAL TREASURYPRI
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About the Budget PolicY Statement

The Budget Policy Statement (BPS) is a Govemment policy document that sets out

the broal strategic priorities and policy goals to guide the National Govemment

and the county Governments in preparing their budgets for the subsequent

financial year and over the medium term.

In the document, adherence to the fiscal responsibility principles demonstrates

prudent and transparent management of public resources in line with the
'Constitution 

and the Public Finance Management (PFM) Act,2012'

Section 25 of the PFM Act, 2012, provides that the National Treasury shall prepare

and submit to the cabinet the BPS for approval. Subsequently, the approved BPS

is submitted to the Parliament, by the 15ih of February each year. Parliament shall,

not later than 14 days after the BPS is submitted, table and discuss a report

containing its recommendations and pass a resolution to adopt it with or without

amendmelnts. The Cabinet Secretary, the National Treasury and Economic

Planning shall take into account resolutions passed by Parliament in finalizing the

budget for the FY 2024125 and the medium term'

The Budget Policy Statement contains:

(a) an assessment of the current state of the economy, including macroeconomic

forecasts as well as the priorities of the Govemment cunent pillars of growth

and strategic directions:
(b) the frnanciat outlook with respect to Govemment revenue, expenditures and

borrowing for the next financial year and over the medium term;

(c) the propoied expenditure ceilings for the National Govemment, including

thosl o1 parliament and the Judiciary and indicative transfers to County

Govemments;
(d) the fiscal responsibility principles and financial objectives over the medium-

term including limits on total annual debt; and

(e) Statement of Specific Fiscal Risks.

The preparation of the BPS is a consultative process that involves seeking and

takini into account the current Govemment priorities and challenges in economic

manftement and the views of: The Commission on Revenue Allocation; County

Goveirments; Controller of Budget; Parliamentary Service Commissjon; Judicial

Service commission; Ministries, Departments and Agencies; the public and any

other interested persons or groups.

I
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I SUSTAINING BOTTOM-UP ECONOMIC
TRANSFORMATION AGENDA FOR ECONOMIC
RECOVERY AND IMPROVED LIVELIHOODS

1.1 Overview

l. The 2024 Budget Policy Statement (BPS), the second to be prepared under

the Kenya Kwanza Administration, reaffirms the priority policies and strategies

outlined in the Bottom-Up Economic Transformation Agenda (BETA) and as

prioritized in the Fourth Medium Term Plan of the vision 2030. Since coming to

office in September 2022,the Government has implemented bold policy responses

to mitigate the negative global and persistent shocks that have pushed the economy

to its lowest vibrant level, and embarked on structural reforms to stabilize

Government finances and the economy. These shocks include, global supply chain

disruptions due to ongoing conflicts in Eastem Europe and the Middle East;

tightening of monetary policy in the developed world leading to high interest rates

th; limit access to credit and exacerbating debt servicing costs; significant losses

and damages due to frequent extreme weather events; and elevated commodity

prices such as petroleum products on account of increased geopolitical

fragmentation and global oil supply cuts.

2. Against this background, the Govemment continues to implement policy

reforms and programs interventions to reduce the cost of living and improve

livelihoods. The critical focus here is that of ensuring poverty reduction after a

series of negative shocks that is the underlying critical factor, while at the same

time fostering a sustainable inclusive economic transformation through the

Bottom-Up Economic Transformation Agenda. This is meant to reverse the

economic recession and ignite economic recovery. This Development Agenda

recognizes the importance of managing the cost of living through well-functioning

markets to enhance productivity, availability and affordability of goods and

services for all citizens. We have noted that market failures in sectors that

supported the economy are glaring. The interventions target five core priority areas

narnely: i) Agricultural Transformation and Inclusive Growth; ii) Micro, Small and

Medium Enterprise (MSME) Economy; iii) Housing and Settlement; iv)

Healthcare; and v) Digital Superhighway and Creative Industry.

3. Despite the challenging environment, we have noted significant success

following the various interventions rolled out during the past one year by the

Govemment. Specihcally, economic vibrancy has started. The economy in the first

three quarters of 2023 remains strong at an average growth of 5.6 percent, a

demonstration of resilience. This groMh well above estimated global and Sub-

Saharan African region average of 2.9 percent and 3.3 percent respectively. The

economy is projected to expand by 5.5 percent in2023 and2024 from 4.8 percent

in2022. This growth outlook will be supported by a broad-based private sector

growth, continued robust performance of the services sectors, the rebound in

agriculture, and the ongoing implementation of policy meastues to boost economic

activity in the priority sectors of the BETA.

1l
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4. Other progress has been realised in the core pillars of the Bottom-Up

Economic Transformation Agenda. In order to support livelihood and businesses,

the Govemment through the Financial Inclusion Fund, or the 'Hustlers Fund' has

provided access to affordable credit to over 20 miliion Kenyans and MSMEs at the

bottom of the pyramid and encouraged savings. To ensure food security in the

country thereby reducing the cost of living, the Govemment rolled out fertilizer
and seeds subsidies to fanners across the country; and granted duty waiver for
importation of key food products such as white maize, rice, yellow maize, soya

beans, soya bean meal, assorted protein concentrates. and feed additives in order

to bridge the food stocks deficit as rvell as lorver and stabilize food prices.

5. To promote achievement of the universal health coverage, the Government

has reformed the National Health Insurance Fund to meet the urgent needs of
Kenyans at the bottom of the socioeconomic structure by actualizing its purpose as

a social medical insurance facility. The Government is on track to facilitate

delivery of affordable houses and enable low-cost housing mortgages. The

Housing Levy that was enacted in Finance Act,2023 is providing an off-take fund

that will de-risk investors, and offer affordable finance to home-owners, bringing

home owrership within the reach of the majority of urban population. To foster

digital transformation, the Govemment has closed the digital divide between urban

and rural areas by proving last mile connectivity to 25,000 small towns within
proximity of fibre backbone, thereby positioning Kenya to expand the pool of its
global digital workforce without requiring physical mobility.

6. Over the next four years, the Govemment will scale up efforts on policy and

structural reforms under the BETA so as to navigate the global turbulence,

accelerate economic recovery, and address overarching development challenges

namely creating jobs, eradicating poverty and mitigating climate change. As part

of the process, the Govemment will accelerate investments in: (i) human capital

development; (ii) revive and sustain markets to play their pivotal function; (iii)
develop diverse methods for domestic resource mobilization; (iv) reform and

restrucfure of institutions to provide policy leadership and policy implementation;

and (v) digitization so as to coordinate all the other four areas.

7 . On human capital development, in order to achieve economic transformation,

two driving factors are important, that is, human capital development and

enhancement of savings. The Govemment will ignite a sustained economic

transformation by raising capital accumulation. This is in addition to ongoing

investments in education, health, nutrition and labour markets to boost human

capital development.

8. On revival and sustaining markets to play their pivotal function, most

Kenyans overtime sunk into abject poverty mostly because markets in their

segments were interfered with or markets were not properly govemed. This

disrupted market development, and importantly curtailed further investments in
those sectors. Examples are subsectors like sugar, coffee, pyrethrum, cotton, even

tea and milk where markets were interfered with. The outcome of this is an

institutional failure problem that pushed policies to fail and poverfy because

widespread. The interventions at the Boftom of the pyramid under this

)

2l
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Administration, are therefore targeted to ensure markets work for the poor and also

markets should work for everybodY.

g. On the development of diverse methods for domestic resource mobilization,

the Govemment is keen to raise domestic resources to support implementation of

various ongoing programmes. The National Treasury has embarked to. redesign the

taxation instruments to make them more supportive to economic activity without

distorting the market and eroding investment incentives. This will boost revenue

collection and raise tax effort from the current 16.0 percent of GDP inFY 2023124

to where it was previously, above 20 percent of GDP. This will be done through

the implementation of the National Tax Policy and the Medium-Term Revenue

Strategy for the period FY 2024125 - 2026127 that will provide a combination of

tax ad-ministration and policy measures to enhance revenue mobilization'

10. The Government has also scaled up efforts on requiring the various

Ministries, Departments and Agencies (MDA$ to not only mobilize more non-tax

revenues but ilso transfer resoulces to exchequer. Eventually, majority of the

MDAs are expected to be self-financing. on the Tax Administration side, the

Authority,s capacity will be scaled up to rely more on technology to seal leakages;

enhancements of iTax and Integrated Customs Management System (iCMS); and

use of e-TIMS (Tax Invoice Management System). These policy strategies will

expand the primary surplus in the fiscal framework and stabilize the growth of

puUli" a"bt ttre.eUy booiting the country's debt sustainability position. In order to

toost supply otpuUtic goods, the Govemment will leverage on the Public Private

fartnersirips (PPP) framework so as to tap into capacify of private sector to deliver

projects that have strong economic, commercial and environmental benefits and

aligned to the BETA Priorities.

I 1. On the reform and restructure of institutions, the Government has embarked

on a process to wean some of the parastatals from reliance on exchequer. At the

same time, some institutions have govemance related issues. In line with the

Privatisation Act, Entities have been identified and proposed to be included in the

2023 Pivatlsation Programme. These include eleven Goverment owned

Enterprises and Govemment Linked Corporations'

12. Lastly, the Govemment will leverage on digitization to coordinate all the

above interventions. Specifically, the Govemment will digitize and automate all

critical Govemment processes throughout the country, with a view of bringing

greater convenience to citizens; support extension of National Fibre Optic

Backbone infrastructure to ensure universal broadband availability and promote

investment in the digital superhighway and the creative economy; raise revenue

efficiently for Government sirvices that are paid for electronically, thus eradicating

leakage.

1.2 Core Pillars

1.2.1 Agricultural Transformation and Inclusive Growth

13. Agriculture remains a core pillar for the realization of the Bottom-Up

Econoriic Transformation Agenda's aspiration of proving employment and a
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means of livelihood to the majority of the Kenyan people. In order to support

agricultural production, the Govemment rolled out a countrywide farmer

registration and fertiliser subsidy programme that has made available 5.5 million
bags to farmers across Kenya. The Govemraent has also progressively reduced the

cost of fertiliser from Ksh 6,500 to Ksh 2,500, increased maize a$eage under

production by an extra 200,000 acres and enhanced maize production by an

additional 18 million bags.

14. To achieve efficiency, transparency and accuracy in fertiliser distribution, the

Government enrolled farmers on a digital register, w'ith accurate details of the

location and acreage of their agricultural landholding. The database enabled the

Government to implement an e-voucher System through which farmers received

their fertiliser consignments for planting and top-dressing of maize. tea, coffee,

rice, potatoes, cotton and edible oil crops.

15. Additionally, the Government has made adequate alrangements, including

investment in necessary infrastructure, to facilitate post-harvest management and

prevent losses. Seventeen certified warehouses, jointly managed by the National

Cereals and Produce Board and private sector owners, with a combined capacity

of 365,000 metric tonnes, or 4 million 90 kilograms' bags, have been prepared in

the maize-growing areas. Further, the Government has mainstreamed nine priority
value chains into the budget including those that have the highest potential to
impact on the economic vibrancy and reduce cost of food stuffs, increasing exports

(tea, dairy, leather), reducing food imports (rice, edible oils, blue economy).

16. Over the medium term, the Government will align all policies under the

agriculture sector towards increasing food production, boosting smallholder
productivity and reducing the cost of food. Overall, the strategies under the

Agricultural Transformation and Inclusive Growth Pillar will be geared towards:

addressing the cost, quality and availability ofinputs; reducing the cost offood and

cost of living in general; reducing the number of food insecure Kenyans; raising

productivity of key food value chains; increasing access to affordable credit and

agricultural extension services; creating direct and indirectjobs, increasing average

daily income of farmers as well as foreign exchange earnings; and revamping

underperforming and collapsed export crops while expanding emerging ones.

1.2.2 Transforming the Micro, Small and Medium Enterprise (MSME)
Economy

17. The Micro, Small and Medium Enterprise (MSME) Economy provides

diverse enornous opportunities for Kenya's socio-economic transformation

especially by providing income opportunities for economically excluded segments

of the population including youth, women, persons with disabilities and low-skilled
persons, who experience disproportionately high unemployment.

18. In order to support individuals and MSMEs at the bottom of the pyramid, the

Govemment established the Financial tnclusion Fund, or the Hustlers Fund in
November 2022 as atintervention to colrect mzlrket failure problems at the bottom

of the pyramid and to cushion the MSMEs against high cost of credit. By the end

of November 2023,the Fund had disbursed Ksh 36.6 billion and realized Ksh 2

4l
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1.2.3 Housing and Settlement

21. As a core pillar in Bottom-Up Economic Transformation Agenda, the

Government is committed to ensuring that the constitutional right to accessible and

adequate housing is achieved. For this reason, through the Affordable Housing

Pro[ramme, the Government targets to support provision of at least 250,000

affoiaaUle houses to Kenyans every year thereby increase the percentage of
affordable housing supply from 2 percent to 50 percent. The Government is on

track to facilitate delivery of affordable houses and enable low cost housing

mortgages.

1.23.1 Urban Housing

22. The estimated shortfall of 200,000 urban housing units a year, has led to high

cost for very poor quality housing including slums. In order to bridge the housing

gap, the Govimment has launched several affordable housing projects across the

"o.-t.y. 
The construct ion of 46,792 units in various parts of the country is already

underway, while another 40,000 units are ready to commence construction. A total

of 746,795 housing units are in the pipeline, undergoing various stages of delivery.

23. The Government is also implementing policy and administrative reforms to

lower the cost of construction and improve access to affordable housing finance

while creatingjobs and entrepreneurial opportunities to all Kenyans. In this regard,

the Government is structuring affordable long-term housing finance schemes,

including a National Housing Fund and Cooperative Social Housing Schemes, that

will guarantee off take of houses from developers. As part of the process, the

Housing Levy that was enacted in Finance Act,2023 is providing an off take fund

that wii de-risk investors, and offer affordable finance to home-owners, bringing

home ownership within the reach of the majority of urban population'

24. The Affordable Housing Programme is also envisaged as a job creating

economic stimulus that will offset the cutback in public infrastructure spending.

The Programme is expected to create quality jobs for youths, employing graduates

from tVptS, directly in construction sector and indirectly throughout every value

chain in the housing development ecosystem. Already, 50,000 Kenyans, who were

SEGB tl' 
o" Budget PoticY Stotement

billion in savings, benefitting 21.3 million customers with 7.7 million repeat

borrowers whose overall repayment rate is at an impressive 73 per cent. The top

borrower of the fund has so far accessed a total Ksh 4.5 million in 816 transactions,

while the top voluntary saver is at Ksh 631,491.

19. In the intervening period, the Hustler Fund has also launched a gloup product,

which has attracted 50,000 active groups to the platform, of which 20,000 have

received Ksh 1 51 million. Going forward, the Fund will be enhanced with specific

financial products to provide additional enterprise and business facilities for

existing mama mboga and boda boda saccos.

20. Building on the progress made, to support MSMEs, the Government will
review and rationalise all business licences, establish MSME Business

Development Centre in every ward, an industrial park in each county and business

incubation centre in every TVET institution.
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previously unemployed, are now engaged directly and indirectly in this enterprise'

and the numbers will significantly increase as the projects move into the next

phases.

25. Towards this end, the Govemment will continue to upgrade and support Jua

Kali capacity to produce high quality construction productions by linking it with

technical and vocational education institutions. More jobs will be cleated with the

formalisation of the Jua Kali clusters, providing products like doors, hinges and

windows. Architects, engineers, quantity surveyors, masons, electricians,

plumbers, transporters, steel and cement factory workers, and hardware merchants

will be partakers of this transformative plan from the bottom up.

1.2.3.2 Rural Housing and Settlement

26. To support rural housing and settlement, the Govemment will establish a

Settlement Fund similar to the one that was used to acquire land from settler

farmers after independence. The land purchased by the scheme will be subject to

land use planning where beneficiaries will own transferable residential plots in
planned settlement to stop land fragmentation.

1.2.4 Healthcare

27. The Constitution guarantees Kenyans the right to the highest standards of
health. For this reason, the Kenya Kwanza Administration identified healthcare

delivery as one of the core pillars of the Bottom-Up Economic Transformation

Agenda. In order to deliver Universal Health Coverage, the Government embarked

on various interventions to: i) provide fully public financed primary health care

system, an emergency care fund and a health insurance fund that will cover all

Kenyans, ii) install digital health management information system, iii) set up a

Fund for improving health facilities; iv) set up an Emergency Medical Treatment

Fund, iv) esiablish a National Insurance Fund that covers all Kenyans, and v) avail

medical staff who would deliver Universal Health Coverage.

28. Significant progress has been made in the delivery of the universal health

care. Notably, the Government has reformed the National Health Insurance Fund

to meet the urgent needs of Kenyans at the bottom of the socioeconomic structure

by actualizing its purpose as a social medical insurance facility. Health insurance

.or..ag. in Kenya has generally been low at26 petcenl, with those at the bottom

of the economic pyramid having the least coverage of less than 5 per cent. Many

Kenyans incur catastrophic expenditures from out-of-pocket healthcare payments'

while many more do not seek care when they fall ill, because they simply cannot

afford. Over the last decade, several measures have been put in place to enhance

the capacity of the National Hospital Insurance Fund to effectively deliver on its

mandite. While these reform initiatives have yielded significant progress, several

gaps remain. Recent analysis shows that, Etmong others, the NHIF operates as a

paisiue, rather than a strategic purchaser, is plagued by inefficiency and

govemance challenges, and is potentially financially unsustainable.

29. To strengthen the legal basis for health financing, health service provision and

achievement of UHC, four new health laws have been enacted. These are: i) Social

6l
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Health Insuraace Act., 2023; ii) Primary Health Care Act, 2023; iii) Facility

Improvement Financing Act,2023; and iv) Digital Health Act, 2023. These laws

will usher in and guarantee a new era in the provision of healthcare, covering all

essential services from preventive, promotive, curative, palliative and

rehabilitative services, guaranteeing every Kenyan access to comprehensive and

quality care. The Social Health Insurance Act will among other things, establish

the publicly financed Primary Health Fund, a fully publicly financed chronic,

emergency and critical illness fund and the Social Health Insurance Fund. In order

to enhance access to healthcare, the Government will be implementing a per-

household payment system, where a flat rate applies to everyone, regardless of their

income.

30. To increase the availability of human capital in public health sector, the

Government has scaled up investment in healthcare workforce under Afua

Nyumbani. Under the program:, 8,429 workers whose contracts had lapsed have

been renewed and 4,729 intems enrolled across the country. Additionally, the

Government has collaborated with all the County Governments to recruit and

deploy 100,000 community health promoters (CHP) throughout the country. In the

last one month, cHPs have attended to 1.2 million households. The work of the

promoters will include basic preventive and promotive health, health education,

basic first aid for the treatment of minor injuries and ailments at the household

level and referral for facility-based healthcare. Each community health promoter is

allocated 100 homes within their neighbourhoods countrywide. Considering the

pivotal role played by community health in the attainment of UHC, the long-term

financial sustainability of community health is contingent on enhanced domestic

resources for health. The National Govemment is working closely with the county
Governments to strengthen the delivery of community health services through

payment of stipends for CHPs, on a matching basis of 50:50.

31. To better deliver universal health coverage, the Govemment has leveraged on

the digital health agenda starting from the community level. In this regard, the

electronic community health information systems (e-CHIS), which is live and

being used by the promoters across the country, is a simple and user-friendly

mobile health application that will be used to collect real-time accurate household

data, initiate planning for health service delivery and provide linkage to health

facilities. Along with the CHP kits, the Government has provided 110,000

smartphones for use by the promoters and Community Health Assistants. This will
provide quality community health data that is essential for the planning, resource

allocation and monitoring of progress towards Universal Health Coverage.

32. To further deliver universal health coverage, the Govemment has instituted a

paradigm shift to preventive and promotive health rather than curative. The shift

will further be strengthened by the promotive services provided by community

health promoters at the household units, and integration ofpreventive services at

the primary health care levels. These services will include screening for conditions

such as hypertension, diabetes and eye conditions; offer the necessary health

education on water and sanitation, nutrition and provide community rehabilitation

services, among others. These services will be provided through multidisciplinary
teams that will be established at the level of the Primary Care networks.
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1.2.5 Digital Superhighway and Creative Economy

1.2.5.1 Digital SuperhighwaY

33. The Govemment recognizes that digital economy is the emerging frontier of
opportunity, productivity and competitiveness. In order to entrench Kenya's lead

in algitat ..ono.y, the Govemment under the BETA committed to: i) promote

inveslment in the digital superhighway and the creative economy; ii) support

extension of National Fibre Optic Backbone infrastructure to ensure universal

broadband availability; and iii) digitize and automate all critical Government

processes throughout the country, with a view ofbringing greater convenience to

citizens.

34. The Government has made progress to honor these commitments' Indeed,

when the Kenya Kwanza Administration came to ofhce, only 320 Govemment

services were available online. Today, there are 16,000 services and with atarget

ofonboarding all services by the end ofthe year. This has increased efficiency in

service delivery, revenue collection and enhanced accountability. Working with

the private sector, the Govemment launched the local assembly of affordable

smartphones in November 2023 in Athi fuver. In particular, the Govemment has

prioriiized digital registration in order to promote a reliable identification and

authentication ry.t.- for all citizens and reduce fraud linked to identity theft. A

reliable and centralized identification system will also support better management

of social prograrnmes, delivery of essential services and transparency and

accountabiiity in Govemment operations. As part of the digitized registration

system, the dovernment has developed the following: i) MaishaNamba; ii) Maisha

iard; iii) Digital ID; and iv) National Population Master Register'

35. The Govemment is currently rolling out the last mile 100,000 km of fibre

optic infrastructure throughout the country to improve intemet connectivity in

health facilities, schools, Judiciary offices in far flung areas, and other public

institutions. The Government is also conculrently setting up 25,000 WiFi hotspots

targeting fresh produce markets, bus parks and other public spaces. Further, the

Co-r"*ment is working with Members of Parliament in the set-up of 1,450 ICT

Hubs equipped for digital innovation in every ward in the country, 8 remote

workingand other online enterprises to enable our youth to find opportunities'

36. The Govemment has also prioritised the teaching and learning of digital

skills, including coding, from the primary school level to tertiary education, be it
technical and vocational education and training (TVET) instifutions, or other

colleges and universities, including the recently launched Open University of
Keny-a to prepare children to be competitive in the economy of the future. The

curriculum for primary and secondary schools as well as tertiary leaming

institutions, will continuously be reviewed to make sure that Kenya's youth stay up

to speed in terms ofglobal technological changes. These initiatives are expected to

,pui 
"-"o*-erce, 

the creative arts and the digital economy; the frontier of our

Bottom-Up Economic Transformation Agenda.

37. Over the medium, the Government will continue to: increase and fast-track

broadband con-nectivity across the country by construction ofnational fibre optic
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connectivity network; enhance Govemment service delivery through digitization
and automation of all government critical processes; establish Africa Regional Hub

and promote the development of software for export; implement the Digital Master

Plan will adhere to environmental agreements in which Kenya is a signatory; and

strengthen Korza Technopolis to bring together industry, academic institutions,
and other innovators to co-invest in emerging technologies to create high-quality
jobs that leverage artihcial intelligence, robotics, and other technologies.

1.2.5.2 Creative Economy

38. The Govemment is committed to leverage digital prowess in order to enhance

the creative economy's position as a significant sector and increase its contribution
lo fashion and value addition to leather and crafts export. Towards this end, the

Govemment will continue protecting intellectual property rights as the foundation
of effective monetisation and mainstream the development of arts and culture

infrastructure. Further, the Govemment will extend incorporating the creative

economy into the Brand Kenya and commercial diplomacy initiatives, establish a
vibrant film ecosystem and facilitate the monetisation of music to promote

entrepreneurship.

39. The creative industry will significantly add value to Kenya's exports such as

fashion, leather products and craft industries among others. The Govemment will
mainstream the creative economy into Brand Kenya and our commercial

diplomacy, including appointing accomplished Kenyan artistes and creative sector

personalities as cultural ambassadors. Government will continue to partner with
other stakeholders such as Hollywood's Invention Studios that will open doors for
rapid growth of Kenya's film industry.

1.3 Enablers

40. Attainment of Government's Bottom - Up Economic Transformation Agenda
will be underpinned by sound and innovative policy and structural reforms targeted

at all socio-economic sectors, building efficient infrastructure, climate-change

mitigation mechanisms, as well as foster strict compliance with the Constitution
and the rule of law. This will create a strong and solid foundation for economic

transformation and industrialization as envisaged in the Kenya Vision 2030 and

supported by BETA. This will improve the living conditions of all Kenyans and

fight poverty that has engulfed majority of Kenyans. The following enablers will
be prioritized to enhance the attainment of the Agenda:

1.3.1 Infrastructure

41. Development of critical infrastructure is key to economic growth as well as

key enabler to the implementation of Bottom-Up Economic Transformation
Agenda (BETA). The Govemment will continue to intensifu national and regional

connectivity through water, road, rail, port, energy and fibre-optic infrastructure in
order to achieve socioeconomic transformation in the country, enhance Kenya's
competitiveness, and facilitate cross-border trade and regional integration.
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42. In Kenya, more than 90 percent agricultural products are grovtn^in rain-fed

farming ,y.i"-, and only 20 percent of land is deemed suitable for rain-fed

ag.i.rtir.e. The remaining tund requires irrigation to ensure optimal production

d"ue to inadequate rainfall. To enhance access to safe water for domestic, irrigation

and industriai use, the Govemment has made significant progless by developing

the water (Amendment) 8111,2023 which seeks to promote private investment in

the water sector through the Public-Private Partnerships (PPPs) model. The

amendments seek to expand the role of National Govemment entities such as the

water works Development Agencies (wwDAs) and National water Storage

Authority (the NWSA) to provide water services by allowing them to enter into

bulk water purchase agreements under the PPP Act,202l w'hich was previously

the preservt of county water service providers (wSps). Additionally, the

Govemment also plans io construct 100 dams in the next five years and are likely

to use the PPP model.

SECBTI

Infrastructure lowers transactions costs and hence enhances profitability of private

investnents

1.3.1.1 Water

101

1.3.1.2 Roads

43. The Government will continue to strengthen the institutional framework for

road development in order accelerate the speed of completion of new and. stalled

road construction projects to cater for the growing population. In order to minimize

waste of reso*""i, tt. Government will ensure all projects are completed within

two years and no new project will be launched before the ongoing ones are

complete.

44. Over the medium term, the Govemment will prioritize upgrading and

maintaining rural access roads to open up the rural areas to enable farmers to get

their produ-ce to markets faster and cheaply. The Government will also improve

road infrastructure in urban informal settlement and critical national and regional

trunk roads that have the highest immediate economic impact. To streamline

transport accident investigations, the Govemment will establish the Kenya

transport Accident Investigation Bureau (KTAIB) as part of institutional and legal

reforms proposed. The Bureau will utilize international best practices and will

pr.tr" tuf.ty interventions in road, rail, pipeline and marine transport'

1.3.1.3 Electricity

45. Access to affordable and efficient energy is crucial for the achievement of the

socioeconomic transformation as envisioned in the Bottom-Up Economic

Transformation Agenda and the Kenya's Vision 2030. While generation capacity

and total electricity connections have increased considerably in the recent years,

electricity in the country remains expensive in comparison to other countries'

46. To reduce electricity prices, the Government has introduced a myriad of

interventions to provide ielief for electricity consumers while at the same time

ensure the long-term viability and sustainability ofthe energy sector' This includes

SECB ET" 
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Renewable Energy Feed-in Tariffs (REFIT), investment in geothermal energy,

rural electrification, and engagement of independent power producers in keeping

with the Renewable Energy Auction Policy. The Govemment has also lifted the

moratorium on Power Purchase Agreements (PPAs) as a way of enhancing the

nation's energy securify through opening up the energy sector for continued

investments.

47. Building on these interventions, the Government has set up a team to advice

on how to bring down the cost of electricity to lower the cost of living by the end

of 2023. The Government will continue to support the use of renewable energy.

Kenya has abundant renewable energy sources such as wind, solar, and geothermal

power. By investing in these Sources ofenergy, Kenya can reduce its dependence

on expensive fossil fuels and lower the cost of electricity.

48. In order to meet the growing demand for electricity, the Government has

Successfully completed key transmission projects that connect most parts of the

country to the national grid. The Athi River Substation, 400kV Suswa - Isinya

Transmission Line, 500kV HVDC Ethiopia - Kenya Transmission Line and

Converter Substation at Suswa, l32kV Olkaria - Narok Transmission Line ,132kV
Mwingi - Kifui Transmission Line, Kitui Substation afi 220/400kV Isinya -
Namanga Substation have been completed and commissioned, among other

proj ects.

1.3.1.4 Petroleum and E-mobilih

Petroleum

49. Price volatility of petroleum products remains a key challenge for consumers

and economic stability. In order to stabilize consumer prices against unpredictable

swings in global oil prices, the Government has developed a strategy to revive and

commercialize the National oil corporation of Kenya QrlocK)' Under this

strategy, NOCK will benefit from a partnership that restructures it into three

subsidiaries segmented around the petroleum products value-chain along the

following streams: NOC Upstream Limited, focused on exploration and upstream

production activities and services; NOC Downstream Limited, focused on

marketing and distribution of petroleum products; and NOC Trading Limited,
specializing in holding strategic stocks of petroleum products for import and

export.

50. The Government has also approved the acquisition of the Kenya Petroleum

Refineries Limited (KPRI) by the Kenya Pipeline Company Limited (KPC). This

is expected to enhance petroleum supply chain infrastructure and thereby result in

security of supply and cost efficiency through reduced demurrage costs and

enhanced penetration of LPG usage in the country. This will enhance efficiency

and also foster synergy in the petroleum value chain by optimizing the use of our

existing downstream petroleum inliastructure.

51. Further, to cement the country as a leader in green energy, the Govemment

has developed the Liquefied Petroleum Gas (LPG) Growth Policy. The Policy

seeks to steer our nation along an irreversible path towards securing the dignity of
all households through the use ofsafe and affordable LPG. The Policy provides a
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pathway for progressively weaning-off the 70 percent of Kenyan households from

uslng airty fuelsis their primary cooking fuel. The Policy proposes that all housing

deveioprnents to have provisions for liquefied petroleum gas reticulation

infrastructure. This provision will be embedded as a prerequisite for approval of
any housing development projects, including those under the Affordable Housing
prigramme-. The policy further seeks to encompass establishing common-user

LPd import terminals, distributing subsidized LPG cylinders to low-income

househoids, promoting LPG use in institutions, facilitated by partnerships with

finance instiiutions, iPG pluy..r, and the Ministries of Education and Health.

These measures aim to reduce consumer prices, improve public safety and

contribute to both public health and envirorunental sustainability'

E-Mobility

52. BETA identifies the adoption of electric mobility, or e-mobility, as a priority

intervention to achieve the win-win outcomes of reducing greenhouse gas

emissions, providing cheaper tralsport and leveraging our large local_and regional

motorcycle market to build an electric and battery electric vehicle industry.

53. Motorcycles comprise the fastest growing form of transport.in many

countries. This has had serious implications for climate change and air quality.

Africa now faces a tremendous carbon dioxide emissions challenge owing to its

huge two-wheeler, intemal combustion engine powered fleet' Ageing fleets and

unlustainable technologies are to blame for this hazard. In Keny4 two and three-

wheeler vehicles comprise the largest share ofthe national fleet, at 67 percent' This

puts Kenyan cities and urban areas in danger ofturning into heavily polluted and

unheatthv places, placing millions of enterprising people at great risk'

54. For this reason, the Government has adopted e-mobility is a high-priority

intervention to address the challenges ofpollution, adverse health effects and fuel

costs that raises operational and health costs across the board. Successful transition

to e-mobility ."quit.. intensive investment to reconfigure transportation system

through elictrification and the provision of all necessary services and

infrasiructures throughout the ecosystem. To attract investment, the Govemment

has developed a compelling package of incentives for serious investors in e-

mobility to stake theii capital on opportunities in the country's green growth

agenda.

1.3.2 Manufacturing Sector

55. Manufacturing sector in Kenya plays an important role in driving economic

growth by promoting and supporting productivity, boosting employment and

Irf,ar"lng ctmpetitiviness of the country in exports markets. The Govemment's

value ctiain approach is expected to revamp the sector, and encourage

competitiveness and growth of l,ocal industries. The Government has implemented

the following initiatives across the value chains:
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1.3.2.1 Agro-Processing

56. To promote groMh of the agro-processing sector, the Govemment will
continue supporting value addition to agricultural produce across the value chain.

This will involve processing tea, coffee, meat, sugar, dairy, fruits and vegetables

locally in order to obtain mole value and create additional jobs and wealth for

Kenyans.

57. [n Kenya, post-harvest management has been a major challenge in the

agricultural sector with estimated loss of 20 percent to 50 percent of harvested

crops, fruits, vegetables and fresh horticultural produce, mainly due to poor storage

and t,*dting practises. In the view of addressing the post-harvest losses and

enhance farmers income, the Govemment has begun the construction of the initial

18 County Aggregation and Industrial Parks (CAIPs). The CAIPs are special zones

being set-up by the Government with the aim of having the project implemented

in all 47 Counties by FY 2025126. This CAIPs will provide value addition centres

for agricultural products as well as storage facilities.

1.3.2.2 Leather and Leather Products

58. Kenya remains a leading producer of hides and skins in Africa. The leather

industry has the capacity to deliver 80,000 jobs and I 00 billion dollars. To support

the growth of the leather industry in the country, the Government will build on the

,rgoi.,g interventions to facilitate local processing of all hides and skins that

include; setting up ofleather cottage industries and expansion of existing tanneries;

completing the development of leather parks such as the Kenya Leather Industrial

farf gcUf; and Kenanie; and supporting establishment of processing clusters in

Isiolo, Wajir, Narok, Ewaso Ng'iro.

1.3.2,3 Building and Construction Materials

59. The Govemment will continue to support building and construction value

chains, by: initiating the establishment of industrial park for construction materials;

enhancing local manufacturing of construction materials (clinker, cement, cabros,

prefabs) and electrical and electronics fittings, cables and products; and ring

fencing certain components of the low cost housing project for MSMEs'

7.3.2.4 Garments and Textiles

60. Garments and textiles sector has huge untapped potential of employing

thousands of Kenyans and earning significant foreign exchange. However, the

sector is confronted by numerous challenges including high cost of labour and low

agricultural productivity that hampers the competitiveness of Kenya's garment

eiport. To unlock the potential of the sector, the Govemment will build on ongoing

m"**.r including: attracting investment in manufacture of garments and

apparels, promoting modemization of textiles mills and cotton girmeries; and

piomoting linkage of MSMEs (tailors) with schools, institutions to provide a

market for uniforms.
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1.3.2.5 Dairy Products

6l. Dairy and livestock sub-sectors are an integral part to the Govermnent's plan

to improve food security, create jobs and boost exports. To support value chains

undei the dairy sub-sector. the Govemment targets to double milk production in

the next five years to expand opportunities for farmers. The Government has

already put in place a solid plan that will boost increase in production from 5.2

billion litres to I 0 billion litres a year.

62. As part of the process, the Govemment will modemise Kenya Cooperative

Creameries plants and install milk coolers countrywide so that more milk can be

processed boosting milk quality and income of dairy farmers. The Government will
also eliminate brokers from agricultural value chain using the county aggregation

and industrial parks so that farmers can ealn maximum returns from their milk.

Other interventions include: duty free importation of raw materials for manufacture

of animal feeds to lower the cost production and make animal feeds affordable;

establishment of cottage industries at the Nasewa Industrial Park to promote animal

feeds production; supply and installation of dairy mechanization and value addition

equipment including bulk milk coolers; and promotion of investment in the cold

chains.

1.3.2.6 Edible and Crop Oils

63. Cunently, Kenya's edible oil consumption is estimated to surpass 900,000

metric tonnes annually, with only 80,000 metric torules produced domestically.

This vast production deficit, amounting to 820,000 metric tonnes, is primarily

bridged through imports, translating to an import bill of around Ksh 120 billion
annually. To reverse this trend, the Govemment will continue to implement

measures targeted at increasing the annual production ofedible oils from 80,000

metric tonnes to 240,000 metric tonnes within five years. This will reduce Kenya's

dependence on imports and thus generate savings of almost Ksh 100 billion spent

annually on imports. Towards this end, the Govemment will continue to attract

investment to support edible oil cottage industries; provision of CMFs and

processing machinery for small industries; and expand processing capacity of
existing industries.

64. As part of the process, the Government launched dispensing machines made-

in-Kenyi dubbed ..Mama Pima" geared towards lowering the cost of cooking oil

in August 2023. The machines are expected to provide employment to thousands

of citLens and reduce the cost of the commodity. The initiative showcases the

Govemment's commitment to address the needs of the most economically

disadvantaged citizens and empowering them to improve the quality of life

1.3.2.7 Tea and Coffee Sub-sectors

65. Tea and coffee sub-sectors remain a key sector providing livelihoods to

millions of Kenyans and contributing significant foreign exchange eamings. To

revitalize the sub-sectors, the Government will build on the ongoing efforts

including: reforming the legal and policy frameworks; promote value addition

through provision of processing equipment; export market development and export
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promotion; and establishment of warehouse for value added tea and coffee in key

development markets.

66. The Govemment's reforms in the coffee sector are bearing fruit, with farmers

Set to eam four times advance pay for their crop, from a low of Ksh 20 to Ksh 80,

following the allocation of Ksh 4 billion from the Coffee Cherry Fund. Coffee

reforms iegulations will give farmers' the necessary representation and weight at

the Nairobi Coffee Auction. These measures are expected to aid ongoing efforts,

including expanding production to new counties and double coffee output in the

next 4 Years.

1.3.2.8 Sugar Sub-sector

67. The Government is currently restructuring public sugar mills, expediting the

leasing of five companies for rehabilitation and expansion to boost industry

co*p"1itir.n.ss before the COMESA sugar safeguards expire. The objective

includes creating a competitive sector, raising farmer incomes and enhancing their

productivity. As part of the process, the Government has waived Ksh 1 17 billion

non-performing debt for govemment-owned sugar factories'

1.3.3 Blue EconomY

68. The Kenya's lakes, coastal and maline environment are endowed with rich

natural resources that have an immense economic and cultural value to the region's

inhabitants and the nation at large. Indeed, the blue economy provides a massive

potential for economic growth, livelihoods andjobs, and ocean ecosystem health.

ifo*.r.., the potential of the blue economy remain largely untapped in Kenya.

69. In order to support the blue economy, the Govemment has: established 22

new fish landing sites and 2 fish markets in 9 counties in the Nyanza and Coast

regions; funded and organised beach management units into cooperatives; set up

tw:o aquaculture development and training centres in Sagana and Kiganjo;

develoied two hatcheries at Kabonyo and Shimoni; and is in the process of
completing Liwatoni fish processing plant and Shimoni fish pon; modernized a

Fisheries Monitoring, Control and Surveillance Centre'

70. The Government has also commissioned MV Uhuru II, a wholly newly-built

merchant marine vessel that demonstrates the rapid maturation of the national

shipbuilding industry especially the Kenya Shipyards and highlights its dynamic

capaclty to undertake different important assignments and deliver various types of
vessels for diverse markets. Notably, the Kenya Shipyards is quickly emerging as

a leader in high-quality shipbuilding for our local and regional needs. In this regard,

the Kenya Shipyards have been contracted to repair and maintain ships for

Government Ministries, Departments and Agencies, including the Kenya Coast

Guard Services, the Kenya Ports Authority, the Kenya Maritime Authority, the

Kenya Marine Fisheries Research Institute, Kenya Fisheries Service, Kenya

Fishing Industries Corporation, and private operators in the Indian Ocean coast as

well as take Victoria. In addition, the Kenya Shipyards remains Kenya's strategic

anchor in the development of the blue economy by channelling technology as well
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71. Safeguarding financial stability and expanding access to affordable linance

remain kiy priorities under the Govemment's Bottom - Up Economic

Transformation Agenda (BETA). Towards this end' the Government will continue

to take steps to improve prudential regulation and supervision. rvith a view to

addressing the increased sophistication of the financial sector. This will promote

sustainability and resilience of the Kenyan financial sector along four pillars:

customer centricity; risk-based credit pricing; transparency; and ethical practices.

This will also enhance the financial sector's capacity to provide affordable

financial services to all Kenyans and help millions of ordinary citizens overcome

pressing economic challenges and achieve prosperiry.

72. To expand access to affordable financing to individuals and Micro, small and

Medium Enterprises (MSMEs) excluded at the bottom of the pyramid, the

Government will continue implementing the Financial Inclusion Fund, or the

'Hustlers' Fund. The Govemment will also convert the credit Guarantee Scheme

into the Kenya Credit Guarantee Scheme Company (KCGSC) to ensure

sustainability and develop a Credit Guarantee Policy whose objective is to provide

a clear framework for a sustainable model for credit guarantee scheme for MSMEs.

73. To promote agricultural productivity and transformation, the Govemment has

initiated an Agricuitural Financing and Inclusion Programme. The objective of the

Programme ii to enhance access, efficiency and stability of agricultural rural

finance to facilitate transformation of the agricultural sector into an innovative,

commercially oriented and modern agriculture, livestock and fisheries sector as

envisaged in the Kenya Vision 2030. In this regard, the Govemment established a

Rural kenya Financial Inclusion Facility (RK-FINFA). This will pursue the

objective of increased rural financial inclusion and green investments by

agriculrure value chain stakeholders, leading to equitable employment

opportunities, innovative and resilient production systems, and increased incomes

foi smallholders, poor and marginalized rural households, women and youth.

74. The banking sector remains stable and resilient, with strong liquidity and

capital adequacy ratios, although some risks are emerging. Helped by proactive

poii.i"t, credit to the private sector expanded at a broadly steady pace throughout

ihe pandemic and accelerated with the economic recovery, though it has moderated

recently with the tightening of financial conditions.

75. To strengthen resilience of the financial system, the Govemment will
continue to stress preservation ofcapital and liquidity buffers, and closely monitor

foreign exposures. In this regard, the Govemment will enhance surveillance while

encou.aging banks to strengthen their governance frameworks and business

models, embark on mergers and acquisitions, and other capital strengthening

efforts. The Government will also continue monitoring of foreign exchange loans,

deposits, and on-and off-balance sheet exposures in the banking system, with a

SECBEI

as local and foreign direct investment into a diverse industrial ecosystem with

distinct clusters assembled around shipbuilding.

1.3.4 The Services EconomY

1.3.4.1 Financial Services
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view to, identif,ing any potential liquidity risks and strengthening resilience and

contingency policies should these risks materialize.

76. As part of the process, the central Bank of Kenya (cBK) is currently

reviewing the licensing fees for commercial banks. The licencing fees for

commercial banks was last reviewed in 1990. This was based on the number of
branches that a bank has. The banking sector has transformed significantly since

1990 with technology and innovations and moved towards branchless banking. For

this reason, the review will consider, among other things: the changing banking

sector land scape, increased supervisory or surveillance costs, and international

best practice. To further strengthen the resilience ofthe banking sector and increase

commercial banks' capacity to hnance large projects, the CBK will review the

minimum capital requirements for commercial banks. The current minimum

capital requiriments of Ksh 1.0 billion for commercial banks has been in effect

siice20li. The banking sector has been transformed since 2012, growing from an

asset base of Ksh 2.3 trillion to over Ksh 7.0 trillion currently. The banking sector's

risk profile has also changed in the last 10 years with growing prominence of
amo.rg others, cyber security risk, cross border risk and climate-related risks.

71 . In order to position Kenya as premier green financial hub, cBK will work

with banks to build capacity and climate related risk management in their day to

day operations. The initiative will attract global lhnds that are looking for

opportunities to finance initiatives that build climate resilience. As a strategy, CBK

wiit Uuita on the progress that has been made in this areas which include issuance

the Guidance on climate-Related fusk Management on 15ft Ocotber, 2021. The

Guidance was aimed at enabling banks to integrate climate-related risks into their

govemance, Strategy, risk management and disclosure frameworks. It was also

intended to enable banks leverage on business opportunities from efforts to

mitigate and adapt to climate change. These include the adoption of low emission

"rr".gy 
sources, development of new products and services, access to new markets,

housing, and resilient infrastructure.

78. In order to deepen the domestic financial markets, CBK in partnership with

the National Treasury has spearheaded market development initiatives aimed at

increasing liquidity, reducing market segmentation as well as establishing a stable

yield curve which extends to twenty-five years. Notably, the Central Bank

introduced DhowCSD, an upgraded Central Securities Depository infrastructure

that offers a simple, efficient, and secure portal by the CBK to enable the public to

invest in Government of Kenya securities. The platform enables investors to

participate and trade in Govemment securities market (Treasury Bills and Bonds)

on their mobile phones and on web-based devices. The DhowCSD will transform

Kenya's financiil markets through enhanced operational efhciency and expansion

of digital access, market deepening for broader hnancial inclusion, and improved

*orrJtury policy operations. The DhowCSD will also improve the functioning of
the inteibank market by facilitating collateralized lending amongst commercial

banks and further reduce segmentation in the interbank market. The Treasury

Mobile Direct (TMD) is also available to retail investors as well as the Internet

Banking (IB) platform targeting institutional and corporate clients to access

services such as bidding and dissemination of auction results for Govemment

securities and view their portfolio positions.

itl
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79. To deepen capital markets, the Government is undertaking a comprehensive

review of tni tegai and regulatory framework to address emerging issues in the

capital markets space. This includes, among others, aspects on collective

investment schemei, public offers and listings, altemative investment mechanisms,

and streamlining credit rating operations in Kenya.

80. To further exploit Kenya's established lead in digital finance, the Govemment

will continue to implement the National Payment Strategy (2022'2025) and fast-

track finalization of a National Policy on Digital Finance. Notably, the National

Payments System has undergone major changes and transformation, which include

establishment of national payments infrastructure, automation and upgrades of
various payment systems. These efforts have resulted in increased efficiency for

large-vairre, retaii, and cross-border payment services. Together with the

intioduction of mobile financial services in 2007, these modernisation efforts

revolutionized the payments landscape in Kenya, and boosted financial inclusion'

81. Building on the progress made, the Government will undertake a

comprehensive review of the National Payments System legal and regulatory

framework. The amendments are aimed at: i) strengthening CBK's national

payments mandate and oversight to ensure that Kenya operated a safe, efficient and

ifiective national payments system; and ii) broadly, enhancing CBK payments

policy and rrrp"*irory framework in order to protect Kenyans from 
-abuse 

by

entities that ire operating without the required authorization and licensing.

Additionally, the review is intended to provide CBK with a comprehensive

consumer protection framework tailored on for the unique context of digital

payments, guide CBK's oversight of Payments Service Providers from a market

.o.rau"t point of view, and mitigate current and future consumer protection risks'

82. The Kenya National Payments System (NPS) does not operate in isolation; it
is linked to payment systems in other countries in the EAC and coMESA regions

through the 
-East 

African Payment and Settlement System (EAPS) and the Regional

Electronic Payment and Settlement System (REPSS) for the EAC and COMESA.

CBK has *oik"d closely with regional and continental counterparts in ensuring

that payment systems are supported by regionat cooperation to facilitate trade at an

pei, -COV1BSa 
,,A p*-Af.i"a., level. In order to deepen co-operation and

emergence ofintegrated and efficient regional payment system that can support the

contiient's trade and investments agenda, CBK witl continue to participate in

various initiatives at the regional and continental level. This continued cooperation

with sister central banks and regional partners will be anchored on ongoing

initiatives such as implementation of regional interoperability systems and

upgrading of the EAPS to run on a single shared technology platform'

83. To f,irther improve domestic and cross-border payments, cBK has been

implementing a security programme, the SWIFT Customer Security Programme

lCSe;, to ensure that Kenya is meeting set global security standards for payments.

witt 
-* 

increased digitisation of the payment infiastructure and the ever-growing

cyber threat, CBK will continue to build strong security systems in order to ensure

the safety, confidentiality and confidence in the NPS is maintained. This will also

protect payments infrastructure against cyber-attacks and other threats. Further,

kenya joined and accepted to host the Pan-African Payment and Settlement
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System (PAPSS). PAPSS, which is a brainchild of African Export-lmport Bank

(Afreximbank), is a centralized financial market infrastructure that allows a trader

in one country to instruct his or her financial institution to pay another trader in a

different country using their local currency. The platform is projected to save the

continent billions that ale incurred when traders have to convert and trade in

dollars. With 12 African central banks having already been incorporated into

PAPSS so far, and many more expected to join up, the system will be effective in

the continent by when the platform will be adopted by African Union's Assembly

of Heads of State and Govemment, later in2024.

1.3.4.2 Tourism Sector

84. Tourism sector is a critical enabler of the Bottom-Up Economic

Transformation Agenda in terms of unlocking employment opportunities and

generate foreign exchange which is important for enhancing the welfare of
k.ny*t. For this reason, the Government will continue to implement initiatives

largited at increasing tourist visits in the country in order to increase the sector

contribution to GDP over the next 10 years. In part, the Govemment will promote

investments in adventure, relaxation, sports, conference and medical tourism

among others aimed at growing tourist visit from the current 1.4 million to 200

million over the next 10 years that will increase foreign earnings to the country. In

this regard, the National Govemment in collaboration with the County

Governments will map out potential tourism products and sites for development

and marketing to attract tourist with focus on a boftom-up job-creation- The

Government will also engage sector stakeholders in re-examining the tourism and

wildlife sector and redesign tourism ecosystem to improve flow to the country.

85. The Government successfully hosted the Africa Climate Summit (ACS) at the

Kenyatta Convention Center and the first Wildlife Scientific Conference that

brought together wildlife researchers, scientists, conservationists, policy makers

ana 
-Covernment officials across the world. Following the success of the

Conference, the Government tourism marketing model will focus on a more

inclusive approach in order to maximize the economic potential and create

employment-opportunities. This also provides an opporlunify to divert fiom the

usual wildlife and traditional safari tourism, but also showcase Kenya's rich

cultural heritage, pristine beaches, adventure tourism, and emerging markets such

as eco-tourism.

1.3.4.3 Aviation Sector

86. The Govemment will continue to entrench Kenya's position as regional

aviation hub by expanding, modemizing and managing the aviation sector. In this

regard, the Government will continue to expand and modernize airstrips to corulect

,*iow parts of the country and enhance Kenya connectivity and competitiveness

in the region.

lel
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1.3.5 Environment and Climate Change

87. The Govemment remains committed to the provision of a clean, secure and

sustainable environment and adequate drinking water and sanitation for all

Kenyans. Sustainable environment and water management is critical for the

realization of the Bottom -Up Economic Transformation Agenda and the Kenya

Vision 2030. For this reason, the Govemment will strengthen actions to halt and

reverse biodiversity loss, prevent deforestation, combat desertification and restore

degraded landscapes as part of a broader programme to fulfil the commitments to

reduce emissions by 32 percent by 2030. This is expected to achieve land

degradation neutrality, implement a global biodiversity framework and enhance

the integrity and efficacy ofcarbon markets.

88. Over 80 percent of Kenya's land area is arid and semi-arid, with only 12

percent tree cover. This makes Kenya vulnerable to climate hazards such as

droughts, floods and landslides. In order to reverse this, the Govemment will
continue to implement its National Tree Growing Programme as part of its plan to

grow 15 billion trees across the country by 2030 to promote and support more

resilient livelihoods. This will ensure that the country attains the Constitutional

mandate of at least l0 percent land area forest cover. Towards this end, the

Government has launched the National Landscapes, Ecosystem Restoration

Strategy that is aligned with the LrN Decade for Ecosystem Restoration and Land

Degradation Neutrality Targets under IINCCD, Global Biodiversity Framework

and NDC targets. This programme is expected to contribute to climate change

mitigation and adaptation, and employment creation for vulnerable groups and the

youth. In addition, the Govemment in collaboration with County Govemments and

Development Partners will continue to commit funds towards the National Tree

Growing Programme through the Financing Locally-led climate Action (FLLoCA)

Program.

89. Restoration and rehabilitation of wetlands remains a key priority of the

Govemment. Towards this end, the Government has unveiled the Wetlands

Restoration Strategy to facilitate ecosystem restoration through the National Tree

Growing Programme, circular economy and climate action. To initiate the process,

Toniqo and Horri Ghudha wetlands were commissioned after being rehabilitated

by NEUa through fencing and tree planting to allow them to regenerate. The

*'etlands offered a restoration model which will be replicated in the rehabilitation

of other wetlands across the country.

90. In order to sustainably manage waste, the Govemment is working on

developing a vibrant circular economy that will transform over 8 million metric

tonnes of waste Kenya generates annually into raw material for industrial

production.

1.3.6 Education and Training

gl. Education and training is a key enabler of the Govemment's Bottom-Up

Economic Transformation Agenda for inclusive growth. For this reason, the

Govemment has continued to heavily invest in education to facilitate development

of the necessary skills and competencies to learners from pre-primary to the tertiary

tol
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level to enable them effectively play their part by contributing to the nation

building effort, and partake of the dividends of shared prosperity'

92. The investment by Government has significantly reduced the teacher-student

ratio, with 56,760 new teachers employed, while 8,200 primary school teachers

were retrained to equip them with capacity to effectively deliver leaming and

teaching at the Junior School level. In subsequent years, the Government is

committed to recruit more to further bridge the teacher-student ratio gap.

Govemment has also engaged 46,000 teacher intems to equip Kenyan youth with

practical skills and competencies.

93. Funding TVET and Universities in Kenya over the years, has continued to

experience challenges over time. TVET has grown exponentially in the number of
inititutions and enrolment rate because it provides opporfunities for youths to

acquire employment and entrepreneurship skills. The rapid change in technology

and the dynamics in the labour market, require that TVET links with industries to

update skills and training. To address this, the Government plans to increase tutors

in the Technical and Vocational Education and Training (TVETs) by another 2,000

to facilitate the value oftechnical and vocational training in the provision of skills,

knowledge and competencies.

94. To address the financing gaps which denied many young Kenyans the

opporfunity to pursue tertiary education, the Government has unveiled a new

n-ai.rg rnodel for higher education and technical and vocational training that

gr*-i..r needy students free college studies. The new model for financial

iuppo.t is studint-centred and deploys a rigorous, impartial means testing

initrument to establish their level of need, which then becomes the primary

consideration in allocating scholarships and loans. Additionally, to fully

democratise Kenya's education system and make higher education accessible and

affordable to all, the Government has chartered the Open University of Kenya

following requisite Cabinet and parliamentary approvals.

95. Information and technology (ICT) is a key factor in the developing world and

there is need to leverage technology at all levels ofeducation by developing ICT

infrastructure for curriculum and improve digital literacy among teachers, parents,

and other stakeholders. In this regard, KNEC in line with the global trends and

expectations ofthe 21tt Century has incorporated digital literacy by ensuring that

the assessments for teacher trainees are conducted electronically. This will
entrench digital literacy among the teachers and provide skills that the teachers can

impart to the leamers in schools. Additionally, digital literacy is one of the core

competencies that leamers are expected to acquire under the CBC and is a key

target needed to ensure Kenya's industrial development.

96. Further, he Government has prioritised the teaching and leaming of digital

skills, including coding, from the primary school to tertiary education, including

TVET institutions. The recently launched Open University of Kenya will prepare

students to be competitive in the economy ofthe future. The curriculum forprimary

and secondary s&ools as well as tertiary institutions, will continuously be

reviewed to make sure the students are in touch with global technological change.

SECBEI
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1.3.7 Women Agenda

97. Gender equality, women empowernent especially representation in decision

making and economic elnpowerrnent, and breaking the silence on Gender Based

Violence (GBV) remains key priorities of the Government. To protect women

against domestic violence, the Government launched Protection against Domestic

Violence Rules (PADV). This is a remarkable milestone in the collective efforts to

combat domestic violence. PADV rules are designed to provide a robust legal

framework that strengthens the support and protection mechanisms available to

survivors of domestic violence. These rules emphasize protection, intervention,

and holistic support, reflecting a multi-sectoral approach that involves

collaboration between Government agencies and civil society organizations.

98. Over the medium term, the Government will continue to provide financial and

capacity building support for women through the Hustler Fund for women-led co-

oplrative societies, 'chamas', merry-go-rounds and table banking initiatives and

piotect them from predatory interest rates charged by unscrupulous money lenders.

Specifically, the Govemment will; i) prioritize Women's Economic

Empowerment, ending GBV and implementation of the Constitutional provisions

of Article Sl(b) of not more than two thirds of either gender; ii) develop an

Affirmative Action Policy; iii) finalize the process of merging the Affirmative

Action Funds into the proposed Biashara Bank.

1.3.8 Social Protection

99. Social Safety Nets Programs in Kenya play a pivotal role in reducing poverty,

improving social inclusion and enhance economic stability. By providing hnancial

and non-financial support to vulnerable populations, these programs contribute to

the well-being and resilience of elderly citizens. For this reason, the Govemment

will continue to develop and expand its social safety nets, addressing coverage

gaps, improve targeting, and building administrative capacity will be crucial to

ichieving the goal ofreducing poverty and promoting social inclusion. In part, the

Govemment will continue to enhance the capabilities of communities and officially
register Self Help Groups and Beneficiaries Welfare Committees (BWCs),

granting them formal recognition and opporlunities to comect with Micro Finance

Institutions (MFIs) and non-state entities.

100. The National Council for Persons Living with Disabilities Fund has made

significant strides in promoting the welfare and inclusion of persons with

diiabilities in Kenya. However, challenges such as resource constraints, ensuring

that funds are utilized effectively and raising public awareness about the rights of
individuals with disabilities continue to be areas of focus and improvement by the

Government. In order to effectively support people with disabilities (PWDs), the

Government is developing progrErms designed to provide support persons with

disabilities and their caregivers. Special focus will be placed on offering respite

care services and strengthen psychosocial support systems. The Govemment is also

developing the National Disability Policy that seeks to advance the inclusion and

participation of persons with disabilities.
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101. Street families is one of the impediments to socio-economic developments of
a country as potential human capital is wasted in the streets. The National

Government incollaboration rvith County Govemments will create a well-planned

strategy on the rehabilitation ofstreet families to ensure dignified reintegration of
persons living in the streets to society.

102. To ensure attainment of 100 percent NHIF coverage for senior citizens, the

Government has enacted the Social Health Insurance Bill, which extend health

insurance to all Kenyans based on member contributions, with govenment-

Subsidized covelage for the poor; expand the cash transfer programmes for elderly

and vulnerable households to improve operational efficiency, prompt payment

accountability and coverage; invest in education and training for caregivers and

medical staff to fill the gap of skills in the provision of specialised care for older

people.

103. To enhance savings rate that have consistently been among the lowest

globally, and to correct the delayed transformation of our social security

i."hlt".tr.., fundamental reforms are underway in our savings and social securify

space. In this regard, the Government has taken deliberate measures to foster a

slong 
"ultu.e 

ofiaving among Kenyans and enable them to mobilise resources for

inves=tment and development of intergenerational capital, to eliminate old age

poverty and ensure comfort in retirement. As a result of these initial interventions,

contributions to the National Social Security Fund have grown to Ksh 6.5 billion

monthly from the previous level of Ksh 1.4 billion a month. The implication of this

growth in nationai savings is that it will significantly consolidate Kenya's ability

io invest in development using domestic pension industry financing'

1.3.9 Sports, Culture and Arts

1.3.9.1 Sports and Arts

104, Sports, Culture and Arts sectors are critical for revenue generation by availing

the foreign exchange through a sports economy value chain, inclusive growth and

employmlnt creation. To realize these benefits, the Govemment continues to facilitate

the development of legal framework, economic institutions, and organisational

mechanismi to promote the effective and sustainable monetisation of all talent in

sports and creitive economies. To foster talent development, the Government

ieveloped the Sports and Creative Economy Master Plan, or Talanta Hela. The

program is intended to support and nurture the talents of Kenyan youth, providing

itt"i', *itt opportunities to tum their skills and abilities into viable sources of income'

The endpoiniof Talanta Hela is'pesa mfukoni'or competitive incomes that can sustain

livelihoods and reward talent, dedicatlon, discipline and focus. Talanta Hela program

is a demonstration of the Government's commitment to tum competitive capabilities

across all sporting disciplines and the expansive spectrum of the creative industry,

including music and dance, film and theatre, fashion and pageantry, digital content

creation as well as literary and fine arts.

105. Over the medium term, the Government will establish a National Academy by

expanding the resident academy at the Moi Intemational Sports Centre-Kasarani, to

in"orpo.uie modern training and accommodation facilities that meet international

standards. The Government will also prioritize the completion and upgrading of
stalled/ old sports facilities in optimal utility areas and high potential talent zones.
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Currently, the Govemment is upgrading the Moi Intemational Sports Centre, Kasarani.

rr*yayo National Stadium and the Kipchoge Keino Stadium in Eldoret to provide the

infrastructure for intemational football in Kenya.

1 06. Kenya is poised to co-cost the Africa Cup of Nations (AFCON) in 2027, jointly

with Uganda ind Tanzania. AFCON is the premier sporting event in Africa, with

significant socio- economic benefits, well beyond the irnmense positive impact on

sports development. Hosting the event requires significant infrastructural investment,

in stadia, roads, airports, hospitality, communications, security and related

infrastructure. AFCON 2027 is arnong national priorities, particularly with regard to

construction ofa new Talanta Stadium and upgrading ofthe existing Kasarani, Nyayo

and Kipchoge Keino stadia and the attendant training grounds.

107. As a build up to AFCoN'27 Kenya will also co-host in September,2024rhe

African Nations Clrampionship (CHAN), earmarked for Kakamega and Bungoma,

with Bukhungu Stadium and Masinde Muliro Stadium, Kanduyi undergoing

significant upgrades. The hosting of rnajor intemational sporting events, including the

wRC Safari Rally, Magical Kenya open and Kipchoge Keino classic remain key

avenues for the global branding of Kenya and for Sports Tourism. generating

significant revenues and contributing to the national economy.

108. To grow the sports and creative economy, the Talanta Hela flagship initiative

will continue to expand through grassroots youth talent identification, nurturing and

monetisation, and strengthening of institutions like the Kenya Academy of Sports, the

new Kenya Rallying School, the Kenya Film Commission and the Kenya National

Theatre. To effectively anchor this, the Sports Act and Sports Policy are undergoing

review, while enactment of the Creative Economy Policy' the Creative Industries Bill
and the Start-Ups Bill has been accelerated.

1.3.9.2 Culture

109. Culture serves as a critical repository of identity, knowledge, skills and practices,

including sustainable solutions to the pressing challenges of our time. Article I 1, the

Constitution recognizes culture as the foundation of our nation and the cumulative

civilization of the Kenyan people and nation. Therefore, the Government will promote

all forms of national and cultural expression in various forms, including traditional

celebrations. The Govemment has approved the Culture Bill and is developing

Creative Economy Framework, National Kiswahili Council of Kenya Bill, the Kenya

Film Bill, the National Heritage and Museums Bill.

1.3.10 Youth Empowerment and Development Agenda

110. Youth empowerment and development is an integral part of the Govemment's

Bottom-up Economic Transformation Agenda and essential to the entire plan. For this

reason, th; Govemment will continue providing education, employment, and engagement

opportunities that is aimed at empowering the youth to drive Kenya's socio-economic

divelopment and foster a generation of informed, responsible, and empowered citizens.

This comprehensive approach is essential for building a more inclusive and prosperous

future for Kenya. Government interventions for the youth will be anchored on the Kenya

Young People's Agenda.

1.3.11 Governance

I I 1. To strengthen the framework for governance as envisaged under Article 10

of Constitution on national values and principles of governance, the Government
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has approved the Public Relations and communication Management Bill and the

Statuie t-aw iuiscellaneous Amendments) 8i11,2023. Further, the Govemment has

identified the significant improvement of productivity in key sectors an urgent

priority of national economic govemance efforts. Such improvements require

i--"nr" investments and the resources from revenues generated. There is simply

no space for wastage and com:ption because that would be the recipe for disastrous

failure. In line with this, the cabinet approved the Public Audit (Amendment) Bill,
2023 inNovember 2023, which will enhance the Auditor General's independence

and transparency to ensule proper utilization of public resources through audits.

l12. Comrption, wastage, inefficiency and negligence are serious threats to the

Transformation Agenda, and unacceptable practices that have no place in the

nation. To address these challenges, the Govemment will continue to scale-up the

implementation of the provisions of the Kenya 2010 Constitution, strengthen the

ruli of law, increase access to justice, and ensure respect for human rights. As part

of the process, the Government will continue to strengthen various institutions that

are mandated to fight comrption in the country, implement reforms on good

govemance and enhance the capacity to recover comrptly acquired assets.

Additionally, enactment of the Assets Declaration and Conflict of Interest Bill will
further tighten Kenya's anti-comrption policy framework. and eliminate space for

misbehaviour.

113. The attainment of the Govemment's BETA agenda will be underpinned by

sound and innovative policy and structural reforms targeted at all socio-economic

sectors, building efficient infrastructure, climate change, mitigation mechanisms,

and fostering strict compliance with the Constitution and the rule of law.

Parliament is an enabler in the prosecution of the agenda by way of its legislation,

oversight and representation roles. Parliament will specifically facilitate the

achieviment of this agenda by approving the budget estimates submitted by the

National Treasury, passing the necessary pieces of legislation to enable the

implementation of the agenda and oversight the implementation of the agenda to

ensure transparency and accountability.

1.3.1l.1Public Service Transformation

I 14. Kenya has one of the world's finest human capital with huge potential to drive

socio-economic transformation envisaged under the Bottom-Up Economic

Transformation Agenda and the Kenya Vision 2030. For this reason, the

Government will continue to transform public service sector to make it more

responsive to people needs. In particular, the Government will continue to facilitate

Public Service Commission so as to exhibit high levels of productivity, good

govemance, diligence and excellent performance.

115. In order to improve human resource management, the Government has

developed a unified Human Resource (uHR) system - which will consolidate

Human Resource and Payroll data in the Public Service for access through a single

warehouse. Since July 2023, the UHR system is linked to Kenya Revenue

Authority i-Tax to facilitate filing of PAYE tax element associated with individual

employees and total monthly PAYE tax obligation from the State Departments.

Thi Govemment will incorporate the other deductions to enable all remittances to
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be sent to respective entities including Pension Funds and other employees'

contributions schemes by July 2024.

116. The Government intends to roll out the UHR system for the entire Public

Service by July 2024.The roll out of the UHR will be carried out in phases. Phase

1 entailed rolling out the system to all MDAs and Counties, implemented in

September 2023. Phase 2 involved the roll out to all State Agencies that have

adopted the Unified Payroll Nurnbering (UPN) System-including Teachers

Service Commission (TSC). The 349,000 teachers under TSC have been issued

with UPN. Phase 3 rvill entail issuing the UPN to all Commissions and Independent

Offices, State Corporations, Public Universities. and Agencies by hiy 2024'

ll7. Public Service Internship Program is a transformative program that is

currently in its third year with 16,500 young university graduates having

successfully completed a 12-month intemship period since its inception. The

Government's commitment is to onboard at least 10,000 interns every year to offer

an opportunity for university graduates. The internship progralnme has immense

value not only to the individual intern but also to the country. At the individual

level, the programme has afforded the intems opportunity to gain work experience

and enhance their employability chances. It has provided hands-on experience by

building upon skills acquired in the classroom while also instilling public service

etiquette, values and ethics. The prograrnme has also enabled the Govemment to

establish a database of skills available to the public service for future human

resource needs. Further, the programme has also helped to promote inclusivity and

diversity as envisaged in the Constitution. The intemship programme is therefore

a clear testimony of the Govemment's commitment to empower Kenyan youth and

enable them to contribute significantly to the socio-economic transformation of our

country.

l.3.ll.2Strengthening Leadership Accountability and De-Personalising

Politics

118. The Government has implemented various initiatives and strategies to

strengthen leadership and govemance. These efforts are aimed at enhancing

transparency, accountability, and leadership effectiveness. Specifically'' the

Govemment has been engaging public participation in decision-making processes.

This includes public consultations and other forums for citizens to engage and hold

the Govemment accountable. Additionally, efforts have been made to improve the

efficiency and professionalism of the civil service. This includes hiring, training.

and performance evaluation of civil servants.

1.3.1 1.3 Strengthening Devolution

119. The Government remains committed to ensuring the success of devolution.

Delays in disbursing allocations to County Governments have had tremendous

negative effects overtime. This has been due to inadequate revenues flowing to the

exchequer. To reverse this trend, the Govemment for the first time in seven years,

disbursed 100 percent of equitable share to the 47 County Govemments amounting

to Ksh 399.6 billion by 30th hrIrle2023. This included Ksh 370.0 billion equitable

share and the arrears of Ksh 29.6 billion for the FY 2022123.

,61
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120. Over the medium term, the Govemment will continue disbursing funds to

Counties in a more efficient and timely way; and supporting counties to improve

their capacity to generate their own source revenue reduce over-reliance on

hansfers from the National Govemment. Govemment rvill also complete transfer

of all functions constitutionally earmarked to counties and develop a framework

for ensuring that state-ou,ned firms carrying out devolved or shared functions

&dhere to the principles of governance and ensure that the principle of funding-

follows-functions is adhered to with respect to all devolved functions'

1.3.11.4 Security

121. The security and safety of all citizens is the Govemment's foremost commitment

and most fundamental obligation, without which every other endeavour including

attaining the Bottom-Up Economic Transformation Agenda is not possible. For this

reason, th" Gor.-."nt continues to implement refonns targeted at improving the

operational capacities of our security forces to protect Kenyans against extemal and

intemal threats.

122. As part of the process, the Govemment has increased funding to all security

agencies to improve their operations including addressing the spectre of tenorism that

is-a continuing threat, banditry, cattle-rustling and armed lawlessness have besieged

and devastated communities in the Rift Valley, North-Eastem and, occasionally, parts

of Eastem and the Coast regions. As a strategy, the Govemment rvill endeavour to

achieve a corrupt free law enforcement sector and restoring public confidence in the

country's r..r.1ty apparatus. The Govemment will also cultivate a culture of open

comm;nication and information sharing among different stakeholders' with a special

focus on local communities, to aid in the ongoing campaign against violent extremism.

123. Cybersecurity threats are becoming a growing concem for Kenyan online

business especially with the rise of payment portals which have rendered them

vulnerable by cybercriminals. To mitigate these risks, the Government will continue

employing a robust security measure, educate business owners, and collaborate with

v"riori aitors both state and non-state. The use of electronic payment systems and

inclusion is a critical infrastructure deliberated through a National Computer and

Cybercrimes Coordination Committee (NCCCC).

124. The Govemment's commitment to peace initiatives is unwavering as enshlined

within the Global Public Security Framework. The Government aim to deepen

cooperation in peace and security initiatives as well as law enforcement programs. To

ens;re peace in the region, the Govemment launched a security operation dubbed

Operation Maliza Uhalifu North Rift to deal with security challenges caused by

pastoralist militia activity. This has significantly reduced insecurity across North Rift

iegion. However, its long-term impact is less certain due to the country's multiple

seiurity challenges and the risk of overstretching Govemment security forces. To

enhance boardeisecurity, the Govemment will earmark more Ports of Entry (PoE) in

different parts ofthe country.

1.3.12 Foreign Policy and Regional Integration

125. The Kenyan economy is firmly interconnected with regional, continental and

global economic systems. Our security and stability is likewise integrated with

ihose of our neighbours. Kenya has a fundamental, essential, legitimate and clear
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interest in conducting robust diplomacy in the form of bilateral and multilateral
engagements.

126. Notably, for the past 12 months, the Government has continued to fulfil
intemational obligations through Kenya's leadership in the international arena.

This is underscored by the high-level summits Kenya has hosted and participated

in. Kenya successfully hosted the inaugural Africa Climate Summit (ACS 23), the

43'd Ordinary Session of the Executive Council, the 5th MidYear Coordination
rneeting of the African Union and the Regional Economic Communities, and the

first-ever African edition ofthe Berlin Climate and Secudty Conference inNairobi,
bringing over 30 Heads of State and Governments to our country and over 30,000

delegates from different parts of the world.

127. Over the medium term, to entrench Kenya's significance in world affairs, the

Govemment will continue to promote friendly relations with our neighbours, play

a leading role in regional and pan-African affairs, collaborate with intemational
partners, and uphold commitment to the international community.

1.3.l2.1Economic and Commercial Diplomacy

128. To unlock the potential of Kenya's commercial and trade relations, the

Govemment will continue developing bilateral cooperation in trade and

investment, agriculture, forestry, capacity development in the public service and

transport and communications, among others. Other MOUs are on
telecommunications and ICT, oil and gas, mining and geology, health

collaboration, capacity building of the Public Service and cooperation of our
respective diplomatic academies.

129. The Govemment has also set up a highly experienced economic advisory
team to forge the right policies and create an enabling environment for foreign
investors to support Kenya's economic development agenda. Part of the critical
pillars ofthe foreign policy and regional integration agenda will include:

i) deepening bilateral ties and work with other countries at various multilateral
fora. Kenya is fully committed to a just and rules-based multilateral order that
works for the betterment of humanity;

ii) ensuring that existing bilateral agreements and memorandums of
understanding (MOUs) are constantly reviewed and updated for maximum
benefit;

iii) ensuring a mutually beneficial partnership that will seek more initiatives,
particularly for vocational training where young Kenyans can acqui.re critical
innovation skills in agriculture, science and technology, and health systems,

among others;

iv) considering easing entry visa requirements for this category of visitors
including diplomats, legislators, and businesspeople, in order to capitalize on

these opportunities. This would necessitate a reciprocal agreement for us to
ease access to visas into Kenya; and

v) expanding the market for our products and services by taking advantage of
our membership in regional organisations such as the East African
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Community, the Common Market for Eastem and Southern Africa
(COMESA), the African Continental Free Trade Area (AfCTA), and the

Intergovernmental Authority on Development (IGAD).

1.3.12.2 Anchor State

130. The Govemment will continue to strengthen Kenya's profile as regional role as

an anchor state in regional, continental, and global affairs' Underlying Kenya's peace

and security diplomacy is the recognition of peace and stability as necessary pre-

conditions for development and prosperity. Linked to this. is Kenya's conviction that

its own stability and economic wellbeing are dependent on the stability of the sub-

region, Africa and the rest of the world. To realize these benefits, the Governrnent will
continue to:

i) promote the resolution of conflicts by peaceful means drawing on Kenya's
experiences in mediation, conflict resolution and peacekeeping;

ii) collaborate with other African countries to strengthen the conflict prevention,

management and resolution capacity of regional institutions, including the East

African Community (EAC), Inter Governmental Authority on Development

(IGAD), Common Market for Eastem and Southem Africa (COMESA) and the

African Union (AU with the aim of promoting sustainable peace and

development;

iii) support peace efforts by the African Union and the United Nations through

contributing troops and providing leadership in peacekeeping missions within the

continent and globally; and

iv) create conflict analysis and prevention capacity nationally and in the region

through the foreign service academy.

1.3.12.3Global citizenship

l3l. The Govemment recognizes the role played by intemational organizations in the

global arena. These include the African Union, the East African Community and the

UN and its affiliates. For this reason, as part of global cooperation, the Govemment
will deepen bonds with long-standing intemational and bilateral partners to address

various issues such as peace and security, trade, human rights and environmental

protection shaped by its foreign policy objectives, economic interests, and regional

dynamics. Special focus will be placed on causes that improve the welfare of Africans
worldwide.

13.12.4 Diaspora

732. The Govemment recognizes the huge and untapped potential of Kenyans living
abroad which can contribute to the country's national socio-economic transformation

as envisaged in the Bottom-Up Economic Transformation Agenda and the Kenya

Vision 20230. For this reason, the Government will implement the National Diaspora

Policy that seeks to engage the Kenyan Diaspora in a more constructive and productive

manner to hamess the diverse skills, knowledge, expertise and resources of Kenyans

living abroad, and facilitating their integration into the national development agenda.

1.4 Medium Term Revenue Strategy

133. Domestic resource mobilization is a major source of long-term financing for
sustainable development and has been a concern ofmany developing countries. To

2el
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address this, a number of countries have embarked on the development of a

framework for guiding tax reforms to enhance domestic revenue mobilization'

Since 2016, over tw.enty-five countlies globally have formulated Medium Term

Revenue Strategy (MTRS) and are at various stages of implementation geared

towards boosting tax revenues and improving efficiency of tax systems.

t 34. In Kenya, revenue as a percentage of GDP has been declining over the years

from 18.1 pircent in FY 2013/14 to 14.3 percent :nFY 2022123 while expenditure

pressure has been rising resulting in increased borrowing to bridge the revenue gap.

in this respect, the Government with the support of development partners, in2021,

embarked on the development of the MTRS to enhance domestic revenue

mobilization.

135. The MTRS is aligned to the National Tar Policy and will guide tax

administration to improve efficiency in the administration of tax laws, close

loopholes for tax .ru.ior, and enhance voluntary tax compliance. The MTRS is

expected to hasten the fiscal consolidation process thus reducing the fiscal deficit

toiacilitate the achievement of the EAC target of 3.0 percent of GDP'

136. The additional resources raised from the MTRS will facilitate the

implementation of the Government's Bottom-up Economic Transformation

Agenda geared towards economic turn-around and inclusive growth through the

fJurth tvtedium Term Plan (MTP IV) of the Vision 2030, as well as the Medium-

Term Expenditure Framework (MTEF).

137. The objectives of the Medium-Term Revenue Strategy (MTRS) are to: (i)

improve efficiency in revenue administration; (ii) ensure equity and fairness in the

tax' regime; (iii) enhance tax-payer compliance with tax obligations; (iv) expand

the tax base; (v) create certainty in the tax regime to attract investment; and (vi)

promote investment across various sectors by removing market distortions.

138. The implementation of MTRS is expected to among others: (i) raiserevenue

to GDP rati; from 14.3 percent inFY 2022123 to 20.0 percent by end of the FY

2026121; (ii) increase tax compliance rate from 70 percent inFY 2022123 to 90

percent Uy iV 2026127; and (iii) increase investment to GDP ratio from 19.3

percent inFY 2022123 to 25.7 percent inFY 2026127.

139. The MTRS will be implemented withir a three-year period beginning from

FY 2024125 to FY 2026127. Tax policy reforms will be implemented through the

Finance Acts and Regulations, beginning with the Finance Act, 2024 while revenue

administration reforms will begin from January 2024 as per the implementation

matrix annexed to the MTRS.

140. The implementation of the strategy will involve Ministries, Departments and

Agencies; G Legislature, Judiciary; County Govemments; private sector players

and development Padners.

1.5 National Tax PolicY

141. The National Tax Policy that was approved by Parliament in December 2023

sets out broad parameters on tax policy and other tax related matters. The policy

provides broadguidelines for goveming tax administration and the tax system in

k"nyu. More sp--ecifically, the policy provides a set of guidelines for taxation of
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income, goods and services and forms the basis for review of tax legislation,

development and admini stration.

142. The overall objective of the policy is to guide the development of a

progressive tax system that enhances revenue mobilization by the Tax

administration, plomotes investment and fosters a flexible fiscal space. The aim is

to ensure that tax rates do not affect the demand ofthe product and the tax structure

do not distort markets and to ensure that ta-xes do not affect investment.

143. The principles to guide tax reforms include: (i) economic efficiency - the tax

system st att mlnimire discrimination in favour of, or against, any economic choice

to mitigate distortions and expand the productive capacify of the economy; (ii)

equity ind faimess - the tax system shall be designed to treat equally all taxpayers

placed in similar circumstances (horizontal equity), and treat differently those

placea under different circumstances (vertical equity); (iii) simplicity - tax laws
'*d 

ud-ittitttative processes shall be clear so that it is easy to comply and difficult

to evade; (iv) administrative efficiency - the cost of compliance by taxpayers and

the administration cost to the Revenue Authority, shall be kept at a minimum level;

(v) flexibility - while the tax system shall provide certainty of "direction"' it will

be dynamic- and responsive to changing circumstances in the economy; (vi)

reve;ue adequacy-the tax system will be designed to mobilize adequate tax

revenues to meet the needs of public expenditure; (vii) transparency and

accountability - the tax system shall enhance disclosure of information on revenues

collected and tax expenditures; and (viii) consultative - there will be wide

consultation of key players in developing and implementing changes to the tax

system to ensure it adheres to the guiding principles and meets the constitutional

requirements.
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II. RECENT ECONOMIC DEVELOPMENTS AND
MEDIUM-TERM OUTLOOK

2.1 Overview

144. The global economy is experiencing challenges arising from global supply

chain disruptions due to heightened geopolitical tensions, weakening demand

particularly in China and Eurozone, elevated global interest rates on account of
inflationary pressures limiting access to credit and exacerbating debt servicing

costs and significant losses and damages due to frequent extreme weather events

increasing fiscal pressures. As such, global growth is projected to slow down to 3.0

percent \n2023 and2.9 percent in2024 from 3.5 percent in2022 which is below

the historical (2000-2019) average of3.8 percent (Table 2.1).

145. Additionally, most currencies in emerging market and frontier economies

weakened against the U.S. Dollar, mainly due to the tightening of U.S. monetary

policy. Inflation in advanced economies has continued to ease, reflecting effects of
monetary policy tightening and lower energy prices. Nevertheless, core

inflationary pressures remained elevated.

Table 2.1: Global Economic Performance
Growth (%)

Actual Projected

2021 2022 2023 2024

World
Advanced Economies

Of which: USA

Euro Area
Emerging and Developing Economies

Of which: China
lndia

Sub-Saharan Africa
Of which: South Africa

Nigeria
KenYa*

6.3
5.4
5.9
5.3
6.8
8.4
9.1
4.7
4.7
3.6
7.6

3.5
2.6
2.1
3.3
4.1

3.0
7.2
4.0
'1.9

3.3
4.8

3.0
1.5
2.1
0.7
4.0
5.0
6.3
3.3
0.9
2.9
5.5

2.9
1.4
1.5
1.2
4.0
4.2
6.3
4.0
1.8
3.1
5.5

Source: IMF l{orld Economic Outlooh Oclober 2023. *Notiona I Treasury Projection

146. Advanced economies are projected to record a slower growth of 1.5 percent

in2O23 and 1.4 percent in2024 from2.6 percent in2022 mainly driven by lower

growth in the Euro Area. The slowdown in gro*'th in the advanced economies is

as a result of aggressive monetary policy tightening that has contributed to a

significant deterioration of global financial conditions.

147. Growth in the emerging market and developing economies is projected to

decline relatively modestly, from 4.1 percent in2022 to 4.0 percent in both 2023

arld 2024, although with notable shifts across regions. In sub-Saharan Africa,
growth is projected to decline to 3.3 percent in 2023 from 4.0 percent ]n 2022

reflecting worsening climate change related shocks, inflationary and exchange rate

pressures, and domestic supply issues, including, notably, in the electricity sector.
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Growth in the region is expected to rebound to 4.0 percent in2024, picking up in
four fifths of the sub-Saharan Africa's countries, and with strong performances in
non-resource intensive countries.

2.2 Domestic Economic Developments

148. Despite the challenging environment, the Kenyan economy is demonstrating

resilience with growth performance well above the global and SSA average. In the

first three quarters of2023,the economic growth averaged 5.6 percent (5.5 percent

Ql,5.5 percent Q2 and 5.9 percent Q3). This growth was primarily underpinned

by a rebound in the agricultural activities which grew by an average of7.0 percent

in the first three quarters of2023 compared to a contraction of 1.8 percent during

the same period in 2022. All economic sectors recorded positive growth rates in

the first three quarters of 2023, though the magnitudes varied across activities
(Iable 2.2).

Table 2.2: Sectoral GDP Performance

Source of Data: Kenya National Bureau ofStatistics.

149. Agriculture: In the first three quarters of 2023,, the agriculture sector

rebounded strongly following improved weather conditions and the impact of
fertilizer and seed subsidies provided to farmers by the Government. The sector

grew by 6.1 percent in the first quarter, 8.2 percent in the second quarter and' 6-7

percent in the third quarter. The strong performance was reflected in enhanced

production, especially of food crops that led to significant increase in exports of
tea, coffee, vegetables and fruits. However, production of cut flowers and

sugarcane declined during the period.
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Sectors
Annual Groryth Rates Quartely Gronth Rates

2021 2022 2022 Qr 2022 Q2 2022 Q3 2023 Qr 2023 Q2

l. PHDrry hdustry
l.l. Apriculhue, Forestry and Fishing

1.2 Mining aad Quarrying
2. Sccon&ry Sector (Industry)

2.1. I{anufacturing
2.2. Electicity and Water supp\'

2.3. CoDstruction

3. Tertiary sector (Senices)

3.1. Wholesale aud Retail fade
3.2. Accolodation atrd Restauratrt

3.3. Tra$port atrd Storage

3.4. Information asd Comnunication

3.5. Financial and Insurance

3.6. Public Adoinistration
3.7. Others

ofrvhich Professioaal. Ad&itr &
Support Services

Real Estate

Educatiou

Health

Tr<es less subsidies

Rcal GDP

0.5
(0.4)

18.0

6.8

1.3

-i.6

6.1

9.6
8_0

52.6

7.1

6.1

I1.5
6.0

10.8

6.7

22.8

8.9

I 1.9

7.6

9.4

(1.0)
(l 6)

9.3

3.5

2.7

4.9

4.1

6.7

3.8

26.2

5.6

9.9

12.8
.t.5

5.2

4.5

4.8
4.5

1.0

4.E

13. I

(0.{)
( 1.7)

23,8

,.{
3.8

3.1

6.0

8.5
4.9

40.1

7.1

9.0

17.0

6_2

6.7

6.0

1.6

5.7

9.5

6-Z

t0.9

(1.O
(2.r)
16.6

t.2
3.6

5.6

4.5

1.7

4.1

,14.0

7.7

I1.2
l6.l
3.8
5.5

5.0

4.4

4.1

6.t
5'

9.0

(l.s)
(l.i)
(4.,s)

3.0
1.8

6.0

3.5

5.7

-1.6

16.9

5.1

I 1.8

9.6

i.4
1.7

4.0

3.9

3.7

7.3

{3

7.3

5.9

6.1

3.3

2.1

2.0

2.5

3.1

5.9
5.7

2r.5
6.2

9.0

5.8

6.6

4.8

5.2

3.0

5.4

5.3

5.5

5.5

E.0

8.2

5.2

t.7
1.4

0.8

2.6

5.9

4.2

12.2

3.0

6.4

l3.5
3.8

4.9

5.8
.1.0

5.0

4_0

5.5

9.5

6.{
6.7

1.1

2.9
2.6

t.9
3.8

6.9
4.8

26.0

2.8

7.3

t4.'t
4.2

6.3

6.2

1.7

-5. I
2.8

5.9
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150. Services: The services sector continued to sustain strong growth momentum

inthefirstthreequarters of2023growingbyanaverageof6.2percent(5.9percent
in the first quartir, 5.9 percent in the second quarter and 6.9 percent in the third

quarter). The robust performance rvas reflected in the notable growth of
information and communication (driven by increases in wireless intemet and fiber-

to-home subscriptions), rvholesale and retail trade, accommodation and food

services (driven by recovery in tourism), financial and insurance (due to strong

private sector credit grouth, increased yield on investment and increased retum on

ieposits by commercial banks) and real estate (supported by sustained expansion

of the construction industry).

151. Industry: In the first three quarters of 2023, the industrial sector remained

positive and iecorded growths of2.4 percent in the first quarter, 1.7 percent in the

second quarter and 2.9 percent in the third quarter compared to growths of 4.4

percent, 4.2 percent and 3.0 percent, respectively in similar quarters in 2022.
-Growth 

in the sector $,as supported by increased activities in the construction

sector mainly reflected in the increased consumption of cement and imports of
bitumen, iron, and steel. Activities in the manufacturing sector, which accounts for

nearly half of the industrial sector output, was hampered by a decline in the

manufacture of both food (particularly sugar production) and non-food products

while electricity sub-sector slowed down due to a notable decrease in electricity

generation from all sources, except geothermal.

Inflation outcomes

152. Inflation had remained above the Govemment target range of 5+2.5 percent

fronr June 2022 to June 2023. In order to anchor inflation expectations, the

Monetary Policy Committee (MPC) gradually raised the policy rate (Central Bank

Rate (CBR) from 7.50 percent in May 2022 lo 10.50 percent in June 2023 ail
further to 1r.50 percent in December 2023.The tightening of the monetary policy

was to address the pressures on the exchange rate and mitigate second round effects

including from global prices. This ensured that inflationary expectations remain

anchored, while setting inflation on a firm downward path towards the 5.0 percent

mid-point of the target range. This policy action was complemented by

Government interventions and favourable weather conditions that increased food

supply. Consequently, inllation eased gradually to 6.6 percent in December 2023

from a peak of 9.6 percent in October 2022 and has been within the talget range

for the first half of fy ZOZZ|Z4 (Figure 2.1). However, inflation has remained

sticky in the upper bound of the Govemment's target range since July 2023 due to

relatively higher energy prices.

1 53. Food inflation remained the dominant driver of overall inflation in December

2023. However, it declined to 7.7 percent in December 2023 from a peak of 15.8

percent in October 2022 supported by general decline in international food prices'

govemment interventions through zero rating of select food commodities, and

improved weather conditions that enhanced production of fast-growing food items,

thus moderating their prices. Nonetheless, sugar prices remained elevated driven

by domestic and global factors.

154. Fuel in{lation declined to 13.7 percent in December 2023 from l5'5 percent

in November 2023, driven by a downward adjustment in pump prices by the

2021 Budget Policy Statementi4l
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Energy and Petroleum Regulatory Authority (EPRA). However, fuel inflation has

remained elevated reflecting the impact of higher intemational oil prices,

depreciation in the shilling exchange rate and gradual withdraw of the fuel

subsidize from September 2022 and the upward adjustment of electricity tariff
from April 2023.lnaddition, the upward adjustment of VAT on petroleum product

in July 2023 from 8.0 percent to 16.0 pelcent to eliminate tax credits from the sector

exacted upward pressures on prices. However, prices ofcooking gas continued to

decline and moderated inflation reflecting the impact of the zero-rating of VAT on

liquefied petroleum gas (LPG).

155. Core (non-food non-fuel) inflation remained stable at 3.4 percent in

December 2023,, from a peak of 4.4 percent in March 2023- The decline is

attributed to the tight monetary policy and muted demand pressures.

ure 2.1 : Inflation Rate Percent

Source of Dato: Kenya National Bureau ofStalistics

Monetory and Credit DeveloPments

1 56. Broad money supply, M3, grew by 21. 1 percent in the year to November 2023

compared to a growth of 5.3 percent in the year to November 2022 (Table 2.3).

The primary source of the increase in M3 was an improvement in the Net Foreign

Assets (NFA) of the banking system and resilient domestic credit. The increase in

NFA mainly reflected the improvement in commercial banks' foreign assets.

157. Net Domestic Assets (NDA) registered a growth of 10.7 percent in the year

to November 2023, compared to a growth of 14.6 percent over a similar period in

2022.The growth in NDA was mainly supported by an increase in domestic credit

particularly resilient private sector cledit and net lending to government. Growth

of domestic credit extended by the banking system to the Govemment declined to

a growth of 14.4 percent in the year to November 2023 compared to a growth of
15.2 percent in the year to November 2022.
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Table 2.3: Money and Credit Developments (12 Months to November 2023'

Ksh billion

Figu re 2.2: Private Sector Credit

Source of Data: Cenfial Bank of Kenya

Source of Data: Centrol Bank of Kenya

158. Growth in private sector credit from the banking system remained resilient

pafily reflecting improving business conditions and demand for working capital.
'Credit 

udrunc"d to th" private sector grew by 13 .2 percent in the year 1o November

2023 compared to a growth of 12.5 percent in the year to November 2022 (Figu,re

2.2). Strong credit growth was observed in finance and insurance, agriculture.

transport uria .o.n-*ications and manufacturing. Growth in private sector credit

is expected to remain relatively stable, supported by, among other factors, resilient

"conomic 
activity, and the implementation of the Credit Guarantee Scheme for the

vulnerable MSMEs.
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Interest Roles DeveloPments

159. Short-term interest rates increased in December 2023, partly reflecting the

tight monetary policy stance and liquidity conditions in the money market. The

interbank rate increased to 1 1.7 percent in December 2023 compared to 5.4 percent

in December 2022 while the 9l-day Treasury Bills rate increased to 15.8 percent

compared to 9.3 percent over the same period (Figure 2.3). The introduction of the

inteiest rate corridor around the cBR (set at cBR* 250 basis points by the MPC

in August 2023) has aligned the interbank weighted average rate to the central

Bank iate and thereby improving the transmission of the monetary policy'

F re 2.3: Short Term Interest Rates, Percent

Source of Data: Central Bank of Kenya

160. Commercial banks average lending and deposit rates increased in the year to

October 2023 in tandem with the tightening of the monetary policy stance. The

average lending rate increased to 14.2 percent in October 2023 from 12.4 percent

in October 20i2.wh1le the average deposit rate increased to 9.1 percent from 7.0

percent over the same period. Consequently, the average interest rate spread

declined to 5.1 percent in october 2023 from 5.4 percent rn october 2022.

External S ector DeveloP ments

16l. The current account deficit improved to USD 4,196.5 million (4.2 percent of
GDP) in November 2023 compared to USD 6,012.3 million (5.4 percent of GDP)

inNovember 2022.The current account balance was supported by an improvement

in the trade balance account and resilient remittances (Table 2.4)'

162. lnthe year to November 2023, exports contracted by 2.9 percent mainly due

to a decline in horticultural exports particularly cut flowers despite an improvement

in receipts from te4 chemicals and manufactured exports. The increase in receipts

fiom tei exports reflects higher prices attributed to lower global supply due to

drought amid resilient demand from traditional markets while the increase in

manufactured exports receipts reflects strong regional demand'

163. On the other hand, imports declined by 11.4 pelcent in the 12 months to

November 2023, mainly reflecting lower imports of in-frastructure related

equipment, manufactured goods, oil, and chemicals. Oil prices remain elevated on
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account increased geopolitical fragmentation and global oil supply cuts by major

oil exporters particularly Saudi Arabia and Russia. As a result, the trade account

balance improved by USD 2,015.0 million to a deficit of USD 10,002.2 million in
November 2023.

Table 2.4: Balance of I'ayments (USD Million)

Source of Dola: Central Bank of Kenya

164. Net receipts on the services account declined by USD 522.2 million to USD

768.2 million in November 2023 comparcd to a similar period in 2022. This was

mainly on account of a decline in receipts from transport despite an increase in

receipts from tourism as intemational travel continues to improve. Net Secondary

income remained resilient owing to an increase in remittances which amounted to

USD 4,174.6 million in the l2 months to November 2023, nd were 3.8 percent

higher compared to a similar period in2022.

165. The capital account balance declined by USD 10.8 million to register a

surplus of USD 133.7 million in November 2023 compared to a surplus of USD

144.5 million in the same period in 2022.Net financial inflows slowed down but

remained vibrant at USD 3,030.6 million in November 2023 compated to USD

4,329.1 million in November 2022. The net financial inflows were mainly in the

form ofother investrnents, financial derivatives, and direct investments. Portfolio

investments registered a net outflow during the period.

166. The overall balance of payments position slowed down to a surplus of USD

1,321.4 million (1.3 percent of GDP) in November 2023 from a surplus of USD

1 ,802.8 million (1 .6 percent of GDP) in November 2022.

Foreign Exchonge Resemes

167. The banking system's foreign exchange holdings remained strong at USD

l4,2ll.1million in November 2023, animprovement from USD 12,084.7 million
in November 2022. The officiai foreign exchange reserves held by the Central

381
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Bank stood at USD 7,397.6 million compared to USD 7,969.5 million over the

same period (Figure 2.4). Commercial banks holdings improved to USD 6,813.5

million in November 2023 from USD 4,115.2 million in November 2022.

168. The official reserves held by the Central Bank in November 2023 represented

4.0 months of import cover as compared to the 3.9 months of import cover in
November 2022.Lt, however, fulfilled the requirement to maintain it at a minimum

of 4.0 months of imports cover to provide adequate buffer against shortterm
shocks in the foreign exchange market.

Fi re 2.4: Forei Exchan e Reserves SD Million

tource of Data: Central Bank of Kenya

Exchange Rate Developments

169. Kenya like several other countries is experiencing foreign exchange

challenges due to the rise of US interest rates. In December 2023, the Kenya

Shilling weakened by 25.3 percent against the US Dollar, 30.2 percent against the

Sterling Pound and 29.2 percent against the Euro, comp€ued to a similar period in
2022.

170. The Kenya Shilling against the US Dollar exchanged at an average of Ksh

154.1 in December 2023 compared to an average of Ksh 122.9 in December 2022.

Against the Euro, the Kenya shilling weakened to exchange at Ksh 168-0 in
December 2023 compared to Ksh 130.0 in December 2022 while against the

Sterling Pound the Kenyan Shilling also weakened to exchange at Ksh 195.0

compared to Ksh 149.8, over the same period (Figure 2.5). The Kenyan Shilling

was supported by increased remittances, adequate foreign exchange reserves and

strong exports receipts.

171. The Government has taken measures to stabilize the foreign exchange market

which include resuscitating the inter-bank forex market and the Govemment-to-

Govemment petroleum supply arrangement. This arrangement is mainly intended

to address the US Dollar (USD) liquidity challenges and exchange rate volatility
caused by the global dollar shortage and spot market reactions that was driving
volatility and a false depreciation that was a scarcity value as well as malket

distortion.
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stcstl
Figure 2.5: Kenya Shillings Exchange Rate

Fi ure 2.6: Performance of the Nairobi Securities Exchange

Source of Data: Central Bank of Kenya

C op ilal Morkets D eve loP me nts

172. Activily in the capital markets slowed down in December 2023 compared to

December iOZZ * advanced economies tightened their monetary policy amid

inflationary pressures. The NSE 20 Share Index declined to 1,509 points in

December 2b23 compared to 7,676 points in December 2022 whlle Market

capitalization declined to Ksh 1,432 billion from Ksh 1,986 billion over the same

period (Figure 2.6).
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2.3 Fiscal Performance

173. Budget execution during the first five months of FY 2023124 progressed

relatively well with revenues recording a growth of 1 3 '2 percent in November 2023

"orrrpu..d 
to a growth of 10.6 percent in November 2022. Total revenue recorded

a shortfall of Ksh 98.7 billion with ordinary revenue missing the November 2023

target by Ksh 98.2 billion and Ministerial Appropriation in Aid (AiA) recording a

sh;rtfall of Ksh 0.5 billion. Revenue performance is anticipated to improve over

the course of the fiscal year, mainly supported by the irnproved revenue

administration by the Kenya Revenue Authority.

174. Similarly, overall expenditures were below target by Ksh 335.7 billion in

November 2023 on account of below target disbursements towards; recurrent

expenditures by Ksh 166.7 billion, development expenditure by Ksh 106.1 billion,

and County Governments by Ksh 62.8 billion. The below target performance in

expenditures is largely explained by the shortfalls in revenue performance (Table

2.5a).

Table 2.5a: Fiscal Performance as at 30th November,2023 h billion

Source of Data: Nalional Treasury

Revenue Performance

175. Revenue collection to November 2023 recorded a slightly higher growth of
13.2 percent compared to a growth of 10.6 percent in November 2022' This

..r.n . performance is partly explained by rising cost of living which has

negatively affected the business environment. As at end November 2023, lhe
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cumulative total revenue inclusive of Ministerial Appropriation in Aid (A-i-A) was

Ksh 1,011.5 billion against a target of Ksh 1,110.2 billion recording a shortfall of

Ksh 98.7 billion.

176. Ordinary revenue for the period to November 2023 rvas Ksh 878.9 billion

against a target of Ksh 977.1 billion translating into a shortfall of Ksh 98.2 billion

dispite recording a growth of 11.7 percent. All broad tax categories ofordinary
,.rinr. safe for Value Added Tax (VAT) fell short of the respective targets during

the review period. Income tax recorded a shortfall of Ksh 76'6 billion, Excise taxes

of Ksh l7.i billion and Imporr duty of Ksh 12.6 billion. Value Added Tax (VAT)

and other revenue were above target by Ksh2.2 billion and Ksh 12.0 billion.

177. Ministerial A-i-A inclusive of the Railway Development Levy amounted to

Ksh 132.7 billion in Nov ember 2023 against a target of Ksh 133.2 billion recording

a shortfall of Ksh 0.5 billion.

Expenditure Performance

178. Total expenditure and net lending in the period to November 2023 amounted

to Ksh 1,160.8 billion against a target of Ksh 1,496.4 billion, translating to a

shortfall in expenditure of Ksh 335.6 billion. This was largely on account of below

target disbursement towards recurrent expenditure by Ksh 166.7 billion,
development expenditure by Ksh 106.1 billion and below target disbursement to

County Governments of Ksh 62.8 billion (Table 2.5a).

179. The below target recurrent expenditure as at November 2023 was on account

of below target payments on domestic interest (Ksh 5l .8 billion), operations and

maintenance (Ksh 83.7 billion), pensions (17.0 billion), external interest (Ksh 6.2

billion) and below target contributions to civil service pension fund of Ksh 7.3

billion. Development expenditures were below target by Ksh 106.1 billion on

account of below target disbursement towards domestically financed progralnmes

by Ksh 91.1 billion and foreign financed prograrnmes by Ksh 13.1 billion.

Disbursement to County Govemments was below target by Ksh 62.8 billion.

180. Fiscal operations of the Government by end of November 2023 resulted in an

overall deficit including grants of Ksh 144.4 billion against a projected deficit of
Ksh 379.7 billion. This deficit was financed through net domestic borrowing of
Ksh 156.2 billion and net foreign repayment of Ksh 23.4 billion.

2.4 Fiscal Policy

181. The medium-term fiscal policy approach seeks to support the Govemment's

Bottom-Up Economic Transformation Agenda through continued implementation

of a growth responsive fiscal consolidation plan that slows the yearly increase in

the public debt and puts in place an efficient liability management strategy without

affeiting the provision of services to the public. In addition, the Govemment will
put in piace measures to broaden the revenue base and rationalize expenditures in

order tb reduce the fiscal deficits. Consequently, revenue collections ale expected

to rise to 20.2percentof GDP inFY 2027128 from 19.0 percent of GDP in the FY

2023124 while total expenditures are projected to reduce lo 23.7 percent of GDP

from}4.2percent of GDP over the same period. Implementation of the reforms on

I
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revenue and expenditure is expected to result in reduction in the fiscal deficit
including grants from Ksh 785.0 billion (4.9 percent of GDP) in the FY 2023124 to

Ksh 771 .0 billion (3. I percent of GDP) in the FY 2027 128 (Table 2.5 b).

Table 2.5b: Fiscal Frame*'ork (Ksh billion)

Source of Data: National Treasury

Domeslic Reven ue Mobilizatiotr

182. The Government will implement a mix of tax administrative and tax policy

measures in order to boost revenue collection efforts by the Kenya Revenue

Authoriry (KRA) to over Ksh 4.0 trillion in the medium term thereby supporting

economic activity. In particular, the Government will focus on domestic resource

mobilization efforts that include :

i) Implementation of the Finance Act 2023 that targets to boost revenue

collection. This will lead to a tax effort of 16.3% of GDP inFY 2023124;
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ii) Implementation of the National Tax Policy to improve the tax system's

administrative effectiveness, offer uniformity and clarity in tax laws, and

control tax expenditures;

iii) Implementation of the Medium-Term Revenue Strategy (MTRS) for the
' 

period FY 2024125 - 2026127 to further strengthen tax revenue mobilization

efforts to 20.0%, of GDP over the medium term;

iv) Focus on non-tax measures that MDAs can raise through the services they

offer to the public e.g. Ministry of Land, Immigration and citizen services

among others; and

v) Strengthening of Tax Administration by KRA through scaling up use of
' 

technilogy tJ seal leakages; enhancements of iTa.x and Integrated Customs

Managemint System (iCMS); and use of e-TIMS (Tax Invoice Management

System).

Expenditure Reforms

183. The Govemment will sustain efforts to improve efficiency in public spending

and ensure value for money by: i) eliminating non priority expenditures; ii)

rationalizing tax expenditures; iii) scaling up the use ofPublic Private Partnerships

financing fo-r commercially viable projects; iv) digitizing of asset reporting through

operatioialization of IFIT4IS asset module by all MDAs; and iv) rolling out of an

.nd - to - end e-Govemment Procurement (e-GP) System to the National and

county Govemments in the FY 2024125 where all public procurement and assets

disposal transactions are undertaken online and ale fully compliant with.the Public

Procurement and Asset Disposal Act of 2015 and its attendant Regulatiots2020'

The developed e-GP system will be interfaced with the Integrated Financial

Marragement Information System (IFMIS) to process payments of contracted

,rppl[rs. Currently, the Government is piloting the new e-GP system in twelve

tf Zj fvfpes. Once ihe system is implemented, it is expected to promote savings of
about 10-15 percent olthe total Govemment procuren'lent expenditure, value for

money, efficiency, transparency' audit trail and enhance good govemance in our

public procurement.

184. In orderto increase efficiency and effectiveness ofthe public spending, the

Govemment will continue to implement Public Investment Management

Regulations that aim to streamline initiation, execution and delivery of public

inv"estment projects. Ministries shall be required to finalize ongoing projects before

commencing nlw projects in order to reduce the Govemment's exposure on stalled

projects. eiaitio"utty, all PIM approved projects shall be required to factor

env'ronmental and climate related risks including carbon emission and disaster risk

management as part of project appraisal. Going forward, the National Government

will c-ommence iolling oui the PIM Regulations to County Govemments. Further,

the Government will roll out the Public Investment Management Information

System(PIMIS)toalltheMinistries,DepartmentsandAgencies(MDAs).The
Syst"- is aimed at improving the management of development projects in the

country. All State Departments, SAGAs and SoEs shall be required to list all the

projects.
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185. To sustain and strengthen the pension reforms, the Govemment will monitor

and completely separate and delink the governance of the Public Service

Superannuation Scheme from that of the non-contributory scheme. The

Government will also revamp the public service pension administration through

digitization and re-engineering of the pension management system, expected to be

completed by December 2024. Digitization will streamline processes, improve

accuracy, and facilitate timely pensions payments. This also enable better

monitoring and management of pension-related matters while re-engineering will
complement the digitization by availing an end-to-end Enterprise Resource

Planning (ERP) solution that takes advantage of the modern IT technologies.

186. In order to address the challenges faced by Govemment Owned Enterprises

(GOEs), commonly known as Commercial State Corporations, the Govemment

has embarked on the process of privatising and restructuring of these entities.

Following the enactment of the Privatisation Act, 2023,the Government will fast-

track the privatisation of GOEs and Government Linked Corporations (GLCs). As

part ofthe process, the Government has identified and proposed eleven ( I 1 ) entities

to be included tnthe202312024 Privatisation Program, in line with the provisions

of the Privatisation Act, 2023. The privatisation is geared towards the

Government's efforts for fiscal consolidation and spurring economic development

through: Raising additional revenue; Reduction in the demand for Government

resources; Improvement of regulatory framework in the economy by unbundling

regulatory and commercial functions among some entities; and Improvement of
effrciency in the economy by encouraging more participation of the private sector

hence make the economy more responsive to market forces; among others.

4sl
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187. Consistent with the objective of minimizing costs and risks of public debt, the

Government will mobilize resources mainly from multilateral and bilateral

Development Partners (DPs). Commercial borrowing sources will be utilized as

last resort to fund the fiscal deficit and repay maturing extemal debts. Net domestic

financing requirements will be met through the issuance of Treasury bonds in the

domestic market.

188. More emphasis will be on maximizing concessional loans while non-

concessional and commercial extemal borrowing will be limited to economic

enabler projects that cannot secure concessional hnancing and are in line with the

Bottom-Up Transformation Agenda of the Government.

189. In light of increased cost of financing, the Govemment will continue to

monitor the global financial market conditions before accessing the international

capital market for any liability management operations. The Govemment will also

explore other alternative sources of financing including climate Fund financing

options, Debt for Nature Swaps, Samurai and Panda bonds depending on the

prevailing market and macroeconomic conditions.

190. The domestic debt market remains one of central funding source to the

Government as it contributes to half of the total required financing needs thus

mitigating against extemal curency risks. The Government will continue to



implement reforms that are aimed at deepening, improving efficiency and

diversiffing the investor base within the domestic market'

1g1. Commitment to fiscal consolidation with a view to reducing fiscal deficits

remains important to Govemment in restraining debt accumulation and thus

p.ogressiveiy reduce the debt service over the medium-term amidst global shocks

on Kenya's economy and its medium-term prospects'

2.5 Economic Outlook

192. The economy is projected to remain strong and resilient in2023,2024 and

over the medium term supported by the continued robust growth of the services

sectors, the rebound in agriculture, and the ongoing implementation of measures to

boost economic activity in priority sectors by the Government. As such, the

economy is expected to remain strong and expand by 5.5 percent in both 2023 and

2024 6:5 percent inFy ZO23t24 and in FY 2024125) (Table 2.6 and Annex Table

1).

193. From the supply side, this gronth will be driven by a strong recovery in the

agriculture sector supported by the anticipated adequate rainfall in most parts of

tlie country and a deciine in global commodity prices that will reduce the cost of
production. Additionally, Govemment intervention measures aimed at lowering

ihe cost ofproduction such as the ongoing fertilizer and seed subsidy program and

provision oiadequate affordable working capital to farmers will support growth of

the sector.

194. The industry sector will be driven mainly by increased activities in

manufacturing and construction subsectors. Manufacturing subsector will be

supported by improved availability of raw materials following the recovery in

ugii"rrltu.. p.oduction and a decline in global commodity prices which will support

fJod p.o."rrlng. Construction subsector will be driven by sustained investment in

the Affordable Housing programme, PPP infrastructure projects and the ongoing

work on building and maintaining public infrastructure. Electricity and water

supply subsector is expected to remain vibrant due to the anticipated increase in

demand as the industrial and residential consumption grows'

195. Services sector will be supported by resilient activities in accommodation and

restaurant, financial and insuranie, information and communication, wholesale and

retail trade and transport and storage, among others. Accommodation and

restaurant subsector will be supported by the continued increase in tourists' arrivals

as intemational travels ,."o*t following the global economic slowdown and

Government's effort to revamp the sector, through promotion of intemational

conference, cultural festivals and promoting wildlife safaris. Transport and Storage

subsector will be supported by improvement of critical national and regional trunk

roads that have the highest economic impact and adoption of electric vehicles

which signals new era of mobility. Activities in information and communication

subsectoi will be supported by laying of additional National Fiber Optic network

which will enable ihe Country to achieve the required national bandwidth to

expedite the deployment and development of rural telecommunication services'
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196. On the demand side, growth will be driven by an improvement in aggregate

demand. Aggregate demand will be supported by household private consumption

and robust private sector investments coupled with Government investments as the

public sector consolidates. This growth will also be supported by improvement in
the extemal account supported by strong export growth and resilient remittances.

197. Consumption will mainly be driven by strong Private consumption which is
expected to increase to 78.9 percent of GDP in 2024 from 78. 1 percent of GDP in
2023. The easing of inflationary pressures will result in strong household

disposable income, which will in tum support household consumption.

Government consumption is projected to decline in2023 and2024 in line with the

fiscal consolidation program.

198. Aggregate investment is projected to remain stable at 19.4 percent of GDP in
2023 and 19.5 percent of GDP in 2024 mainly supported by the private sector.

Investment will benefit from focus on public-private-partnership (PPP) projects

and improvements in the Foreign Exchange market conditions. Additionally,
private investments will be supported by stable macroeconomic conditions coupled

with the ongoing fiscal consolidation which w'ill provide the needed confidence for
investors. Interventions by the Govemment through the Hustlers' Fund will
strengthen MSMEs thereby correcting market failures for the vast majority of
Kenya's at the bottom of the pyramid. This will strengthen the private sector led
growth opportunities.

199. Growth over the medium term will also be driven by sustained Govemment

investments in the Affordable Housing programme, PPP infrastructure projects and

the ongoing work on building and maintaining public infrastructure. The

development spending in the budget will be above 5.0 percent of GDP so as not to

impact on growth momenfum. The spending supports investments in key projects

under the Bottom-Up Economic Transformation Agenda (BETA). Particularly,
investments in the nine priority value chains (Leather, Cotton, Dairy, Edible Oils,
Te4 Rice, BIue economy, Natural Resources (including Minerals and Forestry),

and Building Materials).

200. The current account deficit is projected to improve to 4.4 percent of GDP in
2023 and 4.0 percent of GDP in 2024 compared to 5.1 percent of GDP in 2022.

The expected narrowing of the current account deficit is driven by a decline in
imports amid lower oil prices, exchange rate adjustment, and further rationalization
ofcapital spending. Additionally, the current account balance will be supported by
continued strong remittance inflows.

201. Kenya's exports ofgoods and services is expected to continue strengthening

supported by receipts fiom tourism, aad an increase in receipts from tea and

manufactured exports. The strengthening ofthe dollar against the Shilling is also

expected to support export receipts. The expected recovery of Kenya's trading

parhers and the implementation of Africa Continental Free Trade Area (AfCFTA)
will enhance demand for exports of Kenyan manufactured products. Additionally,
the implementation of crops and livestock value chains, specifically, exports oftea,
coffee, vegetables and fresh horticultural produce, among others will support
growth in export receipts.
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202. lnthe Balance of Payments Statement, extemal financing needs will be met

mainly by equity inflowi and foreign direct investment given the conducive

business 
-climate 

that Government has created particularly the fiscal policy

predictability.

Monetory PolicY Monagement

203. The monetary policy stance is aimed at achieving price stability and providing

adequate credit to iupport economic activity. With agriculture recovering, the

contiibution from food prices to headline inflation is expected to decline but

pressures from fuel prices are expected to remain in the near telrn' Overall, inflation

is expected to largeiy remain within the target band of 5+2.5 percent in the medium

t.r-. Thi, will be supported by muted demand pressures consistent with prudent

monetary policy and iasing of domestic and global food prices coupled with

Govemment measures to lower cost of production through subsidizing farm inputs

and support sufficient supply of staple food items through zero rated imports'

204.lnorder to ensure that inflationary expectations are well anchored and in line

with maintaining extemal sustainability, the Govemment will continue to adj ust

the monetary policy stance decisively as needed, to mitigate the second-round

effects, incluaing fiom international oil price shocks, exchange rate adjustments,

and rist<s from iny other future shocks. In addition to inflation objectives, the

central Bank of Kenya (cBK) will ensure that the monetary policy stance and

central bank policy operaiions are mutually consistent at all times with policy, in

order to ,rpioat 
"onfid"r.. 

in macroeconomic stability, meeting Govemment's

financing needs, maintaining Kenya's extemal sustainability, and ensuring

adequacy of foreign exchange reserves.

205. The Govemment will also support a flexible exchange rate system to act as

extemal shock absorber. To address the challenges of pricing and liquidity, cBK

issued the Kenya FX code in March 2023. The code is aligned to best practices

adopted in leading jurisdictions and incorporates relevant elements ofthe Global

FX 
^Code. 

The leading principles include practices on Execution, Govemance, and

Risk Management and compliance which foster a robust, fair, open, liquid and

appropriately transparent malket. This was complemented by concerted efforts to

reactivate thl interbank FX market. Two foreign exchange inter-dealer brokers are

already active in the interbank FX market, supporting price discovery'

206. Over the medium term, cBK will continue implementing reforms outlined in

the white Paper on Modernization of the Monetary Policy Framework and

operations. The reforms aim at enhancing the effectiveness of monetary policy and

support anchoring ofinflation expectations through inllation targeting. In order to

.nir-". monetafu policy transmission, CBK adopted a new monetary policy

implementation fiamework and launched the Centralized Securities Depository

System (CSD) in 2023.

207.The new framework, adopted in August 2023, which is based on inflation

targeting, introduced an interesi rate corridor around the Central Bank Rate (CBR)

,eiut CEn+250 basis poiats. Consequently, monetary policy operations are aimed

at ensuring the interbank rate, the operating target, closely tracks the CBR within

the corrid-or. To flrther improve the operation of the interest rate corridor
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framework, access to the Discount Window was improved as the applicable interest

rate was reduced from the 600 basis points above CBR to 400 basis points above

CBR. The Centralized Securities Depository System, the DhowCSD, which went

live on 3l,tJuly, 2023, is a versatile market infrastructure that will improve

monetary policy transmission and implementation and enhance operational

effrcieniy in the domestic debt market, further promoting capital growth, market

deepening, expansion of digital access for broader financial inclusion, and

positioning Kenya as the preferred financial hub in the region.

208. Additionally, the CBK will continue improving monetary policy formulation

and implementation in Kenya by refining macroeconomic modelling and

forecasting frameworks, fine tuning of monetary policy operations around the CBR

and imprwing the communication of monetary policy decisions to make them

more effective.

Table 2.6: Macroeconomic Indicators and Pro ections

Source of Data: The National Treasury
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2.6 Risks to the Economic Outlook

209. There are downside risks emanating from domestic as well as external

sources. On the domestic front, risks relate to unpredictable weather conditions due

to the impact of climate change which could adversely affect agricultural

productiorr and result in domestic inllationary pressures and food insecurity.

Additionally, tight fiscal space due to the impact of the multiple shocks that have

affected the global and the domestic economy might lead to tight liquidity
conditions for financing the budget.

210. On the extemal front, uncertainties in the global economic outlook stemming

from the escalating geopolitical fragmentations could result in higher commodity

prices which poses a risk to domestic inflation outcomes leading to further

iightening of financial conditions. Additionally, weaker global demand due to the

slowdown in the global economic recovery could adversely affect Kenya's exports,

foreign direct investments and remittances. Continued strengthening of US dollar

againit other global currencies arising from aggressive monetary policy tightening

piesent significant risks to financial flows and puts pressures on the exchange rate

with implication to growth and inflation.

211. The upside risk to the domestic economy relate to early easing of global

financing c-onditions and lower intemational fuel and food prices, which would

strengthen Kenya's external balances. Faster than projected rebound in economic

activilies that would result in higher Govemment revenues providing fiscal space

that would support fiscal consolidation.

212. The Kenyan Govemment continues to monitor the domestic and extemal

environment and will take appropriate policy measures to safeguard the economy

against the adverse effects of the risks if they were to materialize.
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III. BUDGET FOR FY 2024125 AND THE MEDIUM
TERM

3.1 Fiscal Framework for FY 2024125 and Medium Term Budget

213. The FY 2024125 and the medium-term budget is based on the Govemment's
policy priorities and macroeconomic policy framework set out in Chapter I and

Chapter II. To support the Bottom - Up Economic Transformation Agenda, the

Government will continue with the growth friendly fiscal consolidation plan by
containing expenditures and enhancing mobilization of revenues in order to slow
down growth in public debt without compromising service delivery.

Revenue Projections

214. ln the FY 2024125, revenue collection including Appropriation-in-Aid
(A.i.A) is projected to increase to Ksh 3,435.0 billion (19.1 percent of GDP) up

from the projected Ksh 3,070.6 billion (19.0 percent of GDP) in the FY 2023124

(Annex Table 2 and 3). Revenue performance will be underpinned by the on-
going reforms in tax policy and revenue administration measures geared towards

expanding the tax base and improving tax compliance. Ordinary revenues will
amount to Ksh 2,948.1 billion (16.4 percent of GDP) inFY 2024125 from the

projected Ksh2,624.6 billion (16.3 percent of GDP) inFY 2023124.

Expenditure Projections

215. Government expenditure as a share of GDP for FY 2024125 is projected to
decline to 23.2 percent from the projection of 24.2 percent of GDP in the FY
2023124.In nominal terms, the overall expenditure and net lending is projected at

Ksh 4,188.2 billion compared to a projection of Ksh 3,902.9 billion in the FY
2023124 budget. The FY 2024125 expenditures comprise of recurrent of Ksh

2,859.3 billion (15.9 percent of GDP) and development of Ksh 877.8 billion (4.9

percent of GDP).

Deficit Financing

216. Reflecting the projected expenditures and revenues, the fiscal deficit
(including grants), is projected at Ksh 703.9 billion (3.9 percent of GDP) in FY
2024125 compared to the projected fiscal deficit of Ksh 785.0 billion (4.9 percent

of GDP) inFY 2023124.

217. The fiscal deficit inFY 2024125, will be financed by net extemal financing of
Ksh 326.1 billion (1.8 percent of GDP), and net domestic borrowing of Ksh377.7
billion (2.1 percent of GDP).

3.2 FY 2024125 and Medium-Term Budget Priorities

218. The FY 2024125 and the Medium Term Framework will focus on the

implementation of the Bottom-up Economic Transformation Agenda (BETA) as

prioritized in the Medium Term Plan (MTP) IV. The Agenda is geared towards

economic turnaround and inclusive growth, and aims to increase investments in the

five core pillars envisaged to have the largest impact to the economy as well as on
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household welfare. These include: Agricultural Transformation and Inclusive

Growth; Micro, Small and Mediurn Enterprise (MSME); Housing and Settlement;

Healthcare; and Digital Superhighway and creative Industry. Implementation of

these priority progralnmes aims at bringing down the cost of living; eradicating

hunger; ...uting;out; and provide the greater majority of our citizens with much

neeied social se-curity u'hili expanding the tax revenue base and improving foreign

exchange balance.

219. Toachieve the pillars, the Govemment will implement strategic interventions

under the following key enablers: Infrastructure; Manufacturing; Blue Economy;

Services Economy, Environment and Climate Change; Education and Training;

women Agenda; Social Protection; Sports, culture and Arts; Youth Empowerment

and Development Agenda; Govemance; and Foreign Policy and Regional

Integration.

3.3 Budgetary Allocations for the FY 2024125 and the Medium-

Term

22O.The total budget for FY 2024125 is projected at Ksh 4,143.7 billion. The

allocations to the three arms of government including sharable revenues to the

County Govemments is summarized in Table 3.1'

Table 3.1: Summary Budget Allocations for the FY2024125 -2026127 (Ksh

Million)

Source of Dala: The National Treasury
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Z2l.The resource allocation for the priority programmes will be developed

through a value chain approach under five clusters namely: Finance and Production

Economy; Infrastructure; Land and Natural Resources; Social Sectors; and

Governance and Public Administration. The nine (9) identified key value chain

areas for implementation include: Leather; cotton; Dairy; Edible oils; Tea; fuce;

Blue Economy; Natural Resources (including Minerals and Forestry); and Building

Materials. This process ensures there is no break in the cycle in the resource

allocations for a value chain. The process also ensures adequate resources are

allocated to any entity along the value chain and helps to eliminate duplication of
roles and budgeting of resources. Spending in these critical needs are aimed at

achieving quality outputs and outcomes with optimum utilization of resources. The

momentum and large impact they will create will raise economic vibrancy and tax

revenues.

222.Further, the MDAs will be encouraged to adopt efficiency in allocation of
resources through cost budgeting and reviewing the portfolio of externally funded

projects. The MDAs are also encouraged to restructure and re-align with the
'Government 

priority programmes. Realization of these objectives will be achieved

within the Uuaget ceilings provided in this BPS. The following criteria will serve

as a guide for allocating resources:

i) Linkage of programmes with the value chains of the Bottom-Up Economic

Transformation Agenda priorities;

ii) Linkage of the programme with the priorities of Medium-Term Plan IV of the

Vision 2030;

iii) Linkage of programmes that support mitigation and adaptation of climate

change;

iv) Completion of ongoing projects, viable stalled projects and payment of
verified pending bills;

v) Degree to which a prograrnme addresses job creation and povefi reduction;

vi) Degree to which a programme addresses the core mandate of the MDAs,

Expected outputs and outcomes from a programme;

vii)cost effectiveness, efficiency and sustainability of the programme; and

viii) Requirements for furtherance and implementation of the Constitution.

223. Thebaseline estimates reflect the culrent ministerial spending levels in sector

programmes. In the recurrent expenditure category, non-discretionary expenditures

i*J n.rt charge. These include payment of public debts and interest therein,

salaries and pensions.

224.Development expenditures have been allocated on the basis of the flagship

projects in Vision 2030, the Bottom - Up Economic Transformation Agenda and

irr"-urp IV priorities. The following criteria was used in apportioning capital

budget:
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a. On-going proiecls: emphasis was given to completion of on-going capital

projects and in particular infrastructure projects with high impact on

poverty reduction, equity and employment creation;

b. Counterport .funds: priority was also given to adequate allocations for

donor counterpart funds which is the portion that the Govemment must

finance in support ofthe projects financed by development partners;

c. Post COVID-19 Recovery; Consideration was further given to
interventions supporting Post COVID-19 recovery; and

d. Strategic policy interventions: further priority was given to policy

interventions covering the entire nation, regional integration, social equity

and environmental conservation.

3.4 Details of Sector Priorities

225. Table 3.2 provides the projected baseline ceilings for the FY2024125 andthe

medium-term, classified by sector. Annex Tabte 4 provides a summary of
expenditures by programmes for the FY 2024125-2026127 period. The BPS Sector

ceilings were enhanced on account of additional programmes, completion of
ongoing projects and additional expenditures tied to A-i-A revenue collection.
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Tabfe 3.2: Summary of Budget Allocations for the FY2024125 - 2026127 (Ksh
Million)

Source of Data: National Treasury

Agriculture Rural and Urban Development Sector

226. TheAgricuhure Rural and Urban Development Sector is a major player in the

delivery of national development agenda as envisaged in Kenya Vision 2030, the

Kenya Kwanza Plan - Bottom-Up Economic Transformation Agenda (2022-2027),

Agricultural Sector Transformation and Growth Strategy (ASTGS) and the

Sustainable Development Goals (SDG, and among other national and

intemational policies and obligations.
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227. Dving the 2020121-2022123 Medium-Term Expenditure Framework

(MTEF)peiiod,thesectorregisteredandissued l,233,706titledeedscountrywide;

iettlea 
.j+.12 

landless households; geo-referenced 144.951 land parcels;

developed a national land value index in 25 counties,, graduated 2,632 veteritary

and animal production technicians from livestock industry training institutions;

trained 2,29i actorsin dairy, beef and apiculture value chains; produced 3.4 million

straws of semen and 85.7 rnillion doses of assorted vaccines for livestock;

constructed a model feedlot in Baringo County; provided crop insurance cover to

1,004,651 farmers across 4l counties; supported 1,368,935 beneficiaries with

fertilizers, seeds, chemicals, agricultural lime and storage bags and 227,189 littes

ofpesticides and 4,000 personal protective equipment; formalized and issued 6'023

letters ofallotments in urban areas; facilitated compulsory land acquisition for 60

infrastructural development public projects; supported 19,395 groups in coastal

areas with a grant of Iish 1.5 billion for alternative livelihoods; trained 875 fishing

crew to ,rpport deep sea fishing, completed 7 fish landing sites, and disbursed Ksh

251 million under the Coffee Cherry Advance Revolving Fund'

228. During the MTEF period 2024125 - 2026127, the sector plans to: register and

issue 1,270,000 title deeds countrywide; settle 47,000 landless households; geo-

reference 1,770,000 land parcels; produce and distribute 135 million doses of
assorted livestock vaccines. 10.5 million doses of semen and 45'000 improved

embryos; distribute 640 milk coolers to counties; complete Kenya Leather

Industrial Park at Kenanie; train and recruit 1,000 fishing crew annually; construct

77 fish landing sites; develop 3 fishing ports; develop a fish processing plant in

Kalokol; undeiake fish stockassessments; support 6,400 smallholder fish farmers

in aquaculture farming and 300 fisher folks interest groups with fish production

technological packagis; support 4,166,,282 farmers with 1,583,835 MT of
subsidized fertilizers and g,toz MT of agricultural lime through the e-voucher

input subsidy system; create an enabling environment through development of 3

poti"i"r and lompliance to various quality standards and regulations; provide 1585

inlf of assorted oit.rop seeds,800 MT of Cotton seeds to farmers, 16.4 MT of
basic seed of cotton and 93.6 million of assorted clean crop planting materials;

41,500 MT of seed maize, 13,700 MT of seed potato and 900 MT of rice seed,

is;ile 22,425 allotment letters; facilitate compulsory land acquisition for 70

infrastructural development projects; and address 4,500 land disputes through

Altemative Dispute Resolution'

229. To implement the above interventions, the sector has a resource allocation of
Ksh 87.8 Uittion, Ksh 95.8 billion, and Ksh 97.2 billion for the FY 2024125,

2025126 and FY 2026127 respectively'

The Energy, Infrastructure, and ICT (EII)

230. The Energy, Infrastructure, and ICT (EII) Sector emerges as a pivotal force,

strategically pr-opelling and expediting socio-economic progress within the

"or.rtfu. 
functioning both as a driver and an enabler to the other Sectors of the

".onoiry, 
EII steadfastly advances sustainable, efficient, and effective

infrastructure aligned to the Bottom-Up Economic Transformation Agenda

(BETA), the Fourth Medium-Term Plan (MTP IY) 2023-2027 of Kenya Vision

)O:0, regional infrastructure commitments, Africa Agenda 2063 a,..d Sustainable
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Development Goals (SDGs). The Sector comprises of nine sub-sectors namely;

Road, Transport, Shipping and Maritime, Housing and Urban Development, Public

Works, Information Communication Technology and Digital Economy,

Broadcasting and Telecommunications, Energy, and Petroleum'

231. During the period FY2020l2l-2022123, the Sector realized the following

achievements: Roads: Constructed 3,805 Km of new roads and 73 Bridges;

repaired 240 krn of roads; and maintained and rehabilitated 122,736 Km; designed

4,923 Kmof roads and trained 14,603 plant operators, contlactors and technicians.

Constructed Nairobi to Naivasha Standard Gauge Railway (SGR) and Naivasha

Inland Container Depot; Revitalized 69 km of Kisumu-Butere, 65 Km Leseru-

Kitale and TSKm Gilgil-Nyahururu rail branch lines; Rehabilitated Railway

Training School in Kisumu; Rehabilitated Kisumu Port; Rehabilitated Moi and

Isiolo Airports; Constructed and operationalization of East African Community

Regional Centre for Aviation Medicine; Constructed the first three berths at Lamu

Port; Completed relocation of Kipevu Oil Terminal; Completed development of
the Second Container Terminal at the Port of Mombasa; rehabilitated 4

aerodromes; and completed construction of a new airstrip at Mandera. The Sector

Trained 7 ,709 seafarers, 1,5 16 offered sea time; facilitated recruitment of 2,416 on

foreign ships; Constructed 1,787 housing units across the country and 10,261

housing units are ongoing at an average of 56% completion level under various

housing programs; Completed construction of Mtangawanda Jetly and Lamu

Terminal Jeffy Access and New Mokowe Jetty was implemented to 98o/o level of
completion; Completed construction of 33 footbridges spread across the country;

Deployed 640KM of fibre from Eldoret to Nadapal, and 2,501 KM to 290 sub-

county sites; Connected and maintained 660 Government buildings with

broadband Network; Connected 46 hospitals and 46 markets to Public Wi-Fi;
Operationalized the Office of the Data Protection Commissioner in four regions

Nairobi, Mombasa, Kisumu and Nakuru; Completed Konza National Data Centre

\ifh 72 clients on-boarded; Futly on-boarded 5084 Government services to E-

citizen portal; Gathered and disseminated news and information in both print and

electronic media; Developed twenty-one (21) media standards which include

modules for accreditation guidelines; Increased the installed capacity from

2840MW as of June 2020 lo 33l2MW as of June 2023; Constructed 675 Km of
transmission line, 4 new high voltage substations, 1,266.7 Km of medium voltage

distribution lines and 30 distribution substations; Connected 1,681,404 new

customers to electricity Reviewed the South-Lokichar Field Development Plan

(FDP); Acquired Geoscientific Data in Block L16 covering 1,600KM2 and in
Block Ll7 covering 600KM2;

232. Duing the FY 2024125 and the Medium Term period, the sector will
implement the following programmes to achieve key strategic interventions as

highlighted; Construct 2,794 Krn of new roads; Rehabilitate 560 Km of roads;

Maintain 137,544 Km of existing roads and bridges; Construct 84 new bridges; and

Train 16,230 Plant operators, contractors and technicians. Complete construction

of Riruta - Lenana - Ngong Railway Line; Fast track completion of construction

of phase I of Nairobi Railway Ciry OIRC) ; Complete construction of the new

MGR Link from Mombasa SGR Terminus - Mombasa MGR Station; Complete

construction of the Railway Bridge across Makupa Causeway; Aquire ferry vessel
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for Lake Victoria; Complete construction of Kisumu Airport Control Tower;

complete rehabilitation of terminal building and apron at Ukunda Airport;

Automate and upgrade 9 Motor Vehicle inspection centres; and Establish 5 new

inspection centris. Develop Bills and Regulations; Develop and implement the

Maritime Spatial Plan; Complete development of survival training centre for

upscaling of B*du.i Maritime Academy; Develop Maritime Rescue Coordination

Centre in Kisumu and Search and Rescue Centres in Busia, Migori, Homabay and

Siaya; and Train 21,500 seafarers and facilitate recruitment of 12,000 seafarers

unier the Vijana Baharia Programme; Development: Construct 1 5 1 ,081 affordable

and 40p92 social housing units; Construct 5,000 hostel units in higher leaming

institutions; Implement Second Kenya Informal Settlement Improvement Project

(KISIP II) in 33 Counties; Implement Second Kenya Urban Support Programme

ifUSp Ilj in Zl Municipalities in 45 Counties; and Construct 434 markets; Design,

do.rr,n.ni and supervisi 330 new Government buildings and 495 for rehabilitation

and maintenance; Construct 197 footbridges; Construct 9 jetties and I ,1 50 meters

of seawall; Complete construction of 5 County Govemment Headquarters; Inspect

and audit S,SOO Uuitaings and structures for safety; Test 60 buildings for structural

integrity; and Register 29,500 contractors and accredit 156,000 skilled construction

*o."t 
".i 

and site supervisors; Install 6,700 Kms of Fiber cable; Provide intemet

corurectivity to 42,697 public institutions; Install 15,000 public Wi-Fi hotspots for

the Digital Superhighway; Modernize Kenya News Agency and Government

Advertlsing agency; Establish 12 KBC Studio Mashinani; Connect 1,350,000

additional customers to electricity including 9,514 public institutions, and install

110,000 stand-alone solar home systems to enhance electricity access (both On

Grid and offGrid); Acquire Geo-scientific data in 4,350 Km2 to establish oil and

gas potential in the petioleum blocks; Complete evaluation of gas potential in

Eto& S in Anza Basin in Marsabit and Isiolo Counties; Provide22T public leaming

institution with Clean Cooking Gas (CCG); Distribute 6 Kg LPG cylinders to

2 10,000 low-income households;

233. To implement these programmes, the Sector has been allocated Kshs. 505.7

billion, rsns. s+0.: billion and Kshs. 555.7 billion in FY2024l25,FY 2025126 arld

FY2026127 respectively.

General Economic and Commercial Affairs Sector

234. The General Economic and Commercial Affairs (GECA) Sector comprises

eight subsectors namely: ASALs and Regional Development; Cooperatives; Trade;

In-dustry; Micro, Small and Medium Enterprises Development; lnvestment

Promotion; Tourism; and East African Community Affairs. The sector contributes

to the Bottom-Up Economic Transformation Agenda (BETA) priorities through

promotion of jo'b and wealth creation; industrial development, promotion of
investments and trade, tourism development, regional development; co-operative

development and widening regional economic integration while observing the need

for environmental conservation and climate change mitigation'

235. During the MTEF peiod2020l2l - 2022123 the sector implemented twenty

p.ogru--.i and forty rub progrummes which resulted to remarkable achievements

ihat incluae: Increase in the value of wholesale and retail trade by l2.l % from Ksh

727.6 billion in 2020 to Kshs. 815.9 billion n 2022; Increase in the value of
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Kenya's exports by 35.6% from Ksh 643.7 billion in2020 to Ksh 873.1 billion in

2022; manufacturing sector output increased from Ksh 2.376 million to Ksh 3.175

million in2022; Growth in national SACCO savings from Ksh 846 billion in2020

to Ksh 1,047 billion in 2022; Registered a total of 120,821 Micro and Small

Enterprises (MSEs) in the data system and 195,498 MSE Associations and groups

in collaboration with other government agencies; Constructed and refurbished 20

Constituency Development Centres across the country; Completed main works and

equipping of the Nyandarua Cold Storage facility; On-boarded 22 million Kenyans

within the Hustler platform with a repeat customer base of 7.5 million.

Modemization of NKCC has resulted in the increase of processing capacity of milk

from 300,000 litres to 800,000 litres per day in the last 5 years.

236. During the MTEF period2024l25 - 2026127 the sector will play a key role in

delivery of the Govemment's Bottom-up Economic Transformation Agenda for

attainment of higher and sustained economic growth. As a driver, the Sector will
Undertake targeted investments in manufacturing, agro-processing industry,

growth and promotion of MSMEs. As an enabler, the sector will create a conducive

invironment for business, mobilize resources for investments and industrial

development, promote exports, promote sustainable tourism, deepen the EAC

integration, implement special prograrnmes for accelerated development of the

ASALs and promote equitable regional socio-economic basin- based development.

237. The sector will also implement other earmarked priority programmes such as:

Modernization of processing/ storage facilities and enhancement of value addition;

Promotion, aggregation and value addition for smallholder tea growers; National

feed subsidy; Establishment of aggregation centres and export warehouses;

Sensitization of Kenya's exporters on export market requirements and

opporfunities for dairy value chain, edible oils, garments/textile, leather and leather

pioducts, rice and tea value chains; Promotion of Linkage of small enterprises to

iarge enterprises; Enhancement of Infrastructure for MSMEs; Establishment of
county Aggregation and Industrial Parks (cAIPs), Modernization of RIVATEX
machinery; promotion of consumption of locally manufactured goods/services;

Attraction of Investments both local and foreign into SEZs; Development of Athi

River Textile Hub, Railway siding and Industrial Sheds; Establishment of a

Convention center at Mombasa Beach Hotel; and Hosting of 5 international

sporting events.

238. To implement the above interventions, the sector has a resource allocation of
Ksh 56.7 billion, Ksh 67.0 billion and Ksh 62.4 billion in the FY2024125,

FY2O25I26 arld FY2026127 respectively. This comprises Ksh 32.3 billion, Ksh

35.1 billion and Ksh 40.3 billion for recurrent expenditure and Ksh 24.4 blllion,
Ksh 31.9 billion and Ksh 22.1 billion for development expenditure for the same

period.

Ilealth Sector

239. TheHealth Sector is an important contributorto the national economic growth

through ensuring that all Kenyans are productive and live a healthy life. The

Constitution underscores the "right to health" while the Vision 2030 while the

vision 2030, the MTP IV as well as the Bottom-Up Economic Transformation
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Agenda recognize provision ofequitable, accessible and affordable health care of
the highest attainable standards to all Kenyans.

240. Significant achievements were realized during the FY 2020121 toFY2022l23
period: Reduction of Prevalence of HIV from 4.3Yo in 2020 to 3.7Yo irt2022; new

i{IV infections from 32,027 to 22,154; and AIDS related mortality from 19,486 to

18,473. Kenya made strident efforts to combat Drug-Sensitive tuberculosis

(DSTB), Multi-Drug Resistant Tuberculosis (MRTB) and malaria by developing

new TB drugs, optimization of the existing ones, production of 244,927 units of
bleach (TBCide) and developing, piloting and adopting a new malaria vaccine.

241. The Sector established a diagnostic and reporting centre at KNH in the FY

2O2Ol2l, constructed and operationalized an Oxygen plant with a capacity to

produce 1,500 litres of oxygen per minute at Mwai Kibaki Hospital and

development and equiping the Chandaria Cancer and Chronic Diseases Centre

(CCCDC) at Moi Teaching and Refenal Hospital (MTRH)'

242.ln FY 2022123 over 6,000 prirnary health workers were trained on early

cancer diagnosis through e-leaming platforms on the MOH Virtual Academy and

another 6,500 primary health workers on cen,ical and breast cancer screening and

treatment of precancerous lesions across the 47 counties. 257 community health

promoters in l0 counties were trained in cancer screening. Through support from

partners 150 thermal ablation devices were distributed in22 counties.

243.h-r the FY 2021122 and 2022123,270 healthcare workers were trained on

trauma and injury management. For the FY 202212023, 200 Cornmunity Health

Promoters (CHP's) and other cornmunity members such as boda boda riders were

trained on prevention of injuries and basic first aid in Nairobi and Nakuru counties.

244. Dwing the period under review, KNH performed specialized surgeries that

include thirty-two (32) major liver resections, increased kidney transplants from

fifteen (15) FY 2021122 to nineteen (19) in the FY 2022123. A total of 30,451,

33,523 and 37,307 specialized surgeries were conducted in FY 2020121, 2021122

and 2022123 respectively. These specialized surgeries include maxillofacial,

obstetrics and gynaecology, paediatrics sulgery, cardiothoracic sugery,

neurosurgery, plastic surgery, general surgery, ENT surgery' orthopaedic surgery,

ophthalmology. In addition, a total of 16,106 specialized renal services were

piovided in the Fy 2oz2l23 that included Continuous Renal Replacement Therapy

iCnnD, Tissue Typing, Venesection, Haemodialysis, Peritoneal dialysis, dialysis

Catheter procedures and Renal Biopsy. The hospital established heart surgery,

cancer treatment, diagnostics and imaging, laboratory medicine, tissue and organ

transplantation, gastroenterology, diabetes and endocrinology centres'

245.lnFY 202212023, MTRH Laboratory performed 1,426,746 tests against

1,119,596 in FY 2020121;27.43% Improvement over the last 3 years' The

Laboratory was the first to hit over I million in East & Central Africa. This was

made posiible through the construction of a modem laboratory. Further, fifteen

(15) Comeal Transplants were conducted in FY 202212023 against 7 in FY

202012021; 118.28oh Improvement over the last 3 years. In addition, MTRH
performed the first Cochlear Transplant Surgery in June 2023, being the first public

Hospital to undertake specialized Surgery in East and Central Africa.
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246. KUTRRH commissioned the Integrated Molecular Imaging Center (IMIC)

and IMIC Hospitality centre on 16'h October, 2021 . The center started operations

on l0th January 2022 and since then, the facility has been able to perform 1,169

successful FDG PET/CT scans in the year 2021122 and 3685 in the year 2022123

a;nd 592 PSMAs in the year 2022123. A total of 395 Brachytherapy sessions were

carried out in the year 2021122 and 851 in the year 2022123. To enhance capacity

for cancer detection, treatment and care, the sector established an Integrated

Molecular Imaging Center oMIC) and IMIC Hospitality Centre at KUTRRH and

established.

247.lnFY 2021122 KEMRI supported the Ministry of Health in undertaking the

public Health Initiatives such as National school-based deworming programme,

Mut*iu Survey in school children, National Trachoma impact assessment survey,

capacity building for school health and nutrition and capacity building and

technical supporl for NTDs control and elimination by providing technical support

and fi eld operationalization.

248. During the period under review the Ministry put several measures and

interventions in place to prevent and contain AMR. Key policy documents were

developed including the National Action Plan for containment and prevention of
antimicrobial resistance (2021),National antimicrobial stewardship guidelines for

health care settings in Kenya (2021) md the Patient and healthcare worker and

quality ofcare policy (2022).

249. Over the period in review 10 counties have established PCNs translating to

21yo as per thi target of 47 counties during the financial year in review. The

country has established 30 primary health care networks spread across ten counties

since )020, with the bulk having been established in 2022123. To strengthen

community reporting, the Sector developed an e-community health information

system foi roll out to all the counties it 2022123. It also collaborated with the

county goverrments to set up seven (7) primary care networks in seven counties,

nameiy tttakueni, Kisumu, Garissa, Mombasa, Nakuru, Kakamega and Marsabit.

250. All essential HPT lists were reviewed to increase the scope and depth of
coverage by increasing the number of products available and the level of care

decentiatized to improve accessed to UHC. The National Medicines and

Therapeutics Committee was operationalized to enhance rational use of Medicines

in the Country. Subsequently, 47 counties also formed and operationalized their

County MTCs.

251. One Million indigent households identified were covered under the

govemment social health insurance scheme nested in NHIF. 254,368 orphans and

lulnerable children (OVC) household wele covered under Health Insurance

Subsidy Program (HISP). Number of mothers who registered through the Linda

,rr*u p.ogru- were 3,580,91 6 and2,532,794 successful deliveries were reported

over thi period. 58,800 households were covered under Older Persons and Persons

with Sevire Disability (OPSD) program annually over the period'

252. Electronic patient health records system for diabetes and hypertension was

rolled out in 98 health facilities during the period. Three (3) regional cancer centles

were established in Garissa, Mombasa, and Nakuru counties. Health care facilities
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with laboratory capacity to detect and report on Antimicrobial Resistance (AMR)

increased from 12 (2020121) to 17 (2022123). The proportion of laboratories with

capacity to conduct molecular testing of High-risk HPV increased from 9.1o/o to

lO.solointhe period. Proportion ofnational and county reference laboratories able

to conduct molecular testing for emerging and re-en.rerging diseases stood at 310%.

253. Proportion of Women of reproductive age receiving Farnily Planning

commodities also increased fion 43Yo in 2020121 to I4%o in 2022123. Nurnber of
facilities based neonatal deaths was 9.5 in2020,9.42021 and l0.l in2022.lnFY
2021122, a total of 2.2 million copies of Mother Child Health Handbook (MOH

216) were printed and distributed to all 47 counties. Proportion of fully immunized

children was84oh,887o and 84.7Yoin2020121,2021122and2022123 respectively.

Orthopaedic Trauma Registers (MOH 214) was developed. Vitamin A
Supplementation coverage was 82.7o/o in 2020, 86.3%o in 2021, and 83.7 in 2022

due to Malezi Bora.

254. l2l hospitals across all the 47 counties facilities benefitted from the Managed

Equipment Services with Uninterrupted services due to an uptime of more than

95%.

255. Number of students enrolled at KMTCs increased ftom 11 ,241 in2020121,

2l,7OO in202ll22 to 25,889 in2023. KEMRI conducted 2.45 million specialized

laboratory test and produced 1,147,490 diagnostic kits over the period. KHPOA

inspected for compliance to standards in service delivery a total of I 3,996 facilities

while 17 level 5 hospitals assessed for emergency care preparedness.

256. 13 Medical oxygen was installed in six (6) national referral hospitals, (11)

county referral facilities, and 83 sub-county referral hospitals (L4s), with

KUTRRH, MTRH and KNH having 20,000-Litre capacity. 5 Pressure Swing

Adsorption (PSA) plants were installed. 10 facilities received liquid oxygen tanks

and20,620 oxygen cylinders were delivered to facilities-

257. Electronic Community Health Information System (eCHIS) piloted in
2O2ll2O22 in Isiolo and Kisumu and expanded to Kakamega, Siaya, vihiga,
Migori, Nakuru, and Nyeri it 202212023. Further, operationalization of existing

community Health Units increased from 81 per cent in 202112021 to 86%o in

202212023.

258. In the FY 2022123 the Ministry of Health undertook a health facilities census

of equipment at all health facilities in Kenya, both public and private. The census

...rr"ilet a large gap in equipment with some facilities lacking up to 70% of key

equipment for the level of the hospital. The Ministry has prioritised National

Equipment Support Programme to Counties which seeks to ensure each facility has

the minimum equipment for that level of hospital.

259. The key Sector prograrnme priorities for the FY 202412025 - FY 2026127

include: National Referral and Specialized Services, Curative and Reproductive

Matemal Neonatal Child & Adolescent Health (RMNCAH) Services, Health

Innovations and Research, General Administration and Support Services,

Preventive & promotive health services, Health resource development &
innovation and Health policy standards & regulations.
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260. To implement these programmes, the Sector has been allocated Ksh 147.5

billion, Ksh 155.5 billion and Ksh 160.1 billion in the FY 2024125,2025126 and

2026127 respectively.

Education Sector
261. Education Sector is comprised of four sub-sectors namely; Basic Education,

Technical Vocational Education and Training, Higher Education and Research,

and Teachers Service Commission. The Sector is a critical player in promoting
political, social, and economic development through education and training to
create a knowledge-based economy.

262. The Sector realized a number of achievements during lhe 2020121-2022123

MTEF period. These includes: Enrolment in Public Primary Schools grew from

8,592,810 inFY 2020121to 8,849,268 inFY 202ll22beforedecliningto8,123,952
inFY 2022123, due to transition of grade 6 learners to junior school in gradeT.

Enrolment of leamers with special needs increased from 132,466 inFY 2020121 to
146,313 :r;rFY 2022123. All leamers in public primary schools were supported by
the govemment through capitation under the fiee primary education prograrnme.

During the MTEF period, enrolment in Public Secondary Schools increased from

3,289,885 to 3,690,376, representing a 12.17o/o growth.

263. Overall enrolment in Public TVET institutions depicted a positive trend

having increased from250,733 to 380,638 (51.81% change) .At the same time, the

number of trainees enrolled in TVET SNE institutions increased from 3,301 to
4,487.

264. The combined enrolment in public and private universities increased by
11.72% from 571,510 inFY 2020121to 638,479 inFY 2022123' The enrolment

corresponded to a rise in demand for universify student loans with the number of
undergraduate students receiving loans increasing from 229,727 inFY 2020121,

244,552 rlnFY 2021122 before declinitgto 228,453 inFY 2022123.

265. The Sector increased its skilled workforce in public schools by recruiting
5,000 teachers in FY 2020121and FY 2021122 and 13,000 teachers inFY 2022123.

In the FY 2020/21 , 8,000 teacher interns were recruited, while 4,000 were recruited

and lrnally a total of 22,000 interns were recruited in the FY 2022123. The sector

also promoted 42,564 teachers to various cadres to effectively implement the

curriculum. In addition to reduction of staffing gaps, 148,819 teachers were

retooled on CBC reforms. To improve service delivery, 145,300 teacher files were

digitized in the period under review. Presently, a total of 356,321 teacher's files
are accessible online. The sector recruited 1,918 and 1,300 TVET trainers in FY
2020121 and FY 2022123 respectively.

266. The MTEF 2024125- 2026127 coincides with a period when the sector is
undergoing major reforms in line with the Presidential Working Parry on Education

Reform Report. These reforms aim to promote quality and inclusive education,

training and research for sustainable development and ensure socio-economic

development.

267.lJnder Basic Education, the Sector targets to enroll 10,058,422 learners in
pre-primary schools; ewoll 21,773,321 students in public Primary School and

70,523,218 in Junior Secondary Schools; enroll 465,867 SNE learners in Primary
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Schools; enroll 10,430,181 students in public Secondary Schools; construct 3,320

classrooms and 1.110 Laboratories in public Secondary Schools; Construction of

4,500 classrooms in Junior Secondary Schools; 8,992 learners provided with Elimu

scholarships; 16,000,000 vulnerable students to benefit from the School Feeding

Programme; enroll 61.409 SNE leamers in Secondary Schools and 5,272 SNE

leariers in Junior Secondary Schools; I 55 curriculum designs developed for Grade

10 to 12 and 48,000 institutions assessed for quality and standards'

268. Under TVET, the sector intends to enroll 441,200 trainees in National

Polytechnics; enroll 637,350 trainees in TVCs; 13,620 students to be enrolled in

Special Neeis TVCs; 7.500 TVET trainers accredited; 195 CBET curriculum

developed/revier,r'ed; 9,000 TVET trainers recruited and 77 workshops equipped in

the existing TVCs.

269. Under Universities, the sector targets to enroll 1,982,583 students in

universities; award loans lo 2,413,042 students in Universities and TVET through

HELB and support 570 Research projects.

270. TheTeachers Service Commission plans to recruit 8,000 teachers and 6,000

intem teachers for Primary Schools; promote 12,000 Primary School teachers;

recruit 58,000 teachers and 54,000 intem teachers for Secondary Schools; promote

5,760 Secondary School teachers; train 270,000 teachers on competency Based

Curriculum and digitize 90.000 employee Records'

271.To implement these programmes, the Sector has been allocated Ksh 666.5

billion, Ksh724.l billion, and Ksh 782.9 billion in FY 2024125,FY 2025126 and

Fy 2oi6l27 respectively. This comprises of Ksh 638.0 billion, Ksh 685.6 billion,

and Ksh 745.2billion for recurrent expenditure and Ksh 28.4 billion, Ksh 38.5

billion, and Ksh 37.6 billion for development expenditures for the same period.

Governance, Justice, Law and Order Sector

272. Govemalce, Justice, Law and Order (GJLO) Sector consists of sixteen sub-

sectors namely: State Department for Internal Security and National

Administration, National Police Service, State Department for Immigration and

Citizen Services, State Department for Correctional Services, State Law office,

The Judiciary, Ethics and Anti-comrption commission (EACC), Office of the

Director of Public Prosecutions (ODPP), office of the Registrar of Political Parties

(ORPP), Witness Protection Agency (WPA), Kenya National Commission on

i{uman fughts (KNCHR), Independent Electoral and Boundaries Commission

(IEBC), Julicial Service Commission (JSC), National Police Service Commission

CNpSCj, National Gender and Equality Commission (NGEC), and Independent

Policing Oversight Authority (IPOA).

273. Dwing the MTEF review period, 2O2Ol2l -2022123, the Sector recorded

achievements in various programs and activities notably: On-boarding of 5,127

government services on the L-citizen platform; Enhanced public safety through

Ioordination of national police services and modemization of assorted security

equipment; Improved poiice and prison officers' welfare through provision of
adaiiiorrut iousing uniis, co,nselling services, enhanced mobility for police and

administrative officers, and fully operationalized 3 counselling centres and

regional 
-9.$ces; 

Clearance of 6,944 independent candidates for election;



Upgading of Integrated Political Parties Management Systems for verifuing

political parties membership list; Conducted elections for 1874 electoral positions

(General Elections); Rehabilitated 3,625 persons with substance use disorders at

Miritini rehabilitation centre; registered 65 NGOs; Conducted psychosocial

assessments to 421 witnesses and related persons; trained 3,303 duty bearers'

Offrcers on human rights and fundamental freedoms; 92.4% Successfui Conviction

rate of all prosecuted cases; concluded 3,749 cases filed against the Attomey

General; and inspected 1,639 police premises. Further, in the bid to reduce the level

of comrption, 369 cases of comrption crimes were investigated where the value of
loss of Ksh 14.94 billion was averted and Ksh 13.14 billion comrptly acquired

assets traced and recovered.

274. lnthe2O24l25 to 2026127 MTEF period and line with the vision for a secure,

just, cohesive, democratic, accountable and a transparent environment for a

globally competitive and prosperous Kenya, the sector endeavours to: Facilitate

eflective compliance with the Constitution to maintain peaceful coexistence,

security, law and order as well as enhance administration ofand access to justice;

Stengthen the administrative, legal and policy coordination; Enhance and promote

digitization of information gathering, processing, recording and sharing for
effective service delivery; Increase use of geographical information systems in

crime surveillance and mapping; Promote anti-comrption, ethics and integriry,

national values and cohesion, as well as professionalism and impartiality in service

delivery; and Enhance compliance with the principles of equality and inclusion for

State and non-state actors and strengthen regional & intemational cooperation and

collaboration.

275. The sector has been allocated Ksh 250.9 billion, Ksh 273.0 billion and Ksh

308.2 billion in FY 2024125, FY 2025126 and FY 2026127 respectively. This

comprises Ksh 232.8 billion, Ksh 248.8 billion and Ksh 280.3 billion for recurrent

expenditure and Ksh 18.1 billion, Ksh 24.2 billion and Ksh 27.9 billion for

development expenditure for FY 2024125, FY 2025126 and FY 2026127

respectively.

Public Administration and International Relations

276. Public Administration and Intemational Relations sector is comprised of
twenty-three Sub- Sectors. They include: Executive office of the President; office
of the Deputy President; Office of the Prime Cabinet Secretary; State Department

for Parliamentary Affairs; State Department for Performance and Delivery

Management; State Department for Cabinet Affairs; State House; State

Department for Devolution; State Department for Foreign Affairs; State

Department for Diaspora Affairs; The National Treasury; State Department for

Economic Planning; State Department for Public Service; Parliamentary Service

Commission; National Assembly; Parliamentary Joint Services; Senate;

Commission on Revenue Allocation; Public Service Commission; Salaries and

Remuneration Commission; Office of the Auditor General; Office ofthe Controller

of Budget; and Commission on Administrative Justice.

277. Drnng the implementation of the FY 2020121 to FY 2022123 budgets the 23

sub sectors rcalized various achievements of the targeted outputs and outcomes.

This includes facilitated the executive to fuIfi] the Constitutional mandate,

osl 2024 Budget Policy Statement

I SECBET

stcB



SEGBEI

facilitated retired Presidents, Vice Presidents and designated State Officers rn

accessing statutory benefits, Coordinated the implementation of key Government

strategic priorities and interventions, coordinated Intergovernmental Budget and

Economic council (IBEC) meetings, fostered intemational relations and

cooperation, promoted sound public financial management aad accountability,

strengthened coordination betw.een policy formulation policy, planning and

budgeting, ensured efficiency of the Public Service, strengthened

inteigorJrnmental relations and financial matters, promoted citizen centric public

,"*i-." and promoted accountability and transparency in public financial

management.

278. During the 2024125-2026127 Medium Term Budget Framework the sector

will ensurelhe proposed programmes and projects are in line with the priorities of
the Kenya vision 2030, the Fourth Medium Term Plan and the Government

prioritie; related Bottom-Up Economic Transformation Agenda (BETA)' The

sector plans to implement the prioritized activities within 43 programs and 126

sub-programs despite a decrease in resource allocation for the FY 2024125.ln

addiiion-, the Sectoi will continue to enhance efficiency and effectiveness in service

delivery and promote comprehensive public financial management, intensifu

resource mobilization and strengthen monitoring and evaluation'

279. To implement these programmes, the Sector has been allocated Ksh 351.7

billion, Kstr390.6 billion and Ksh 523.6 billion in theFY2024l25,FY2025l26 arrd

FY2026127 respectively.

National Security

280. The Sector plays critical role is key in creating a conducive environment for

socio-economic and political development. It is therefore a critical actor and

enabler in the realization of Kenya Vision 2030, and the Boftom-up Economic

Transformation Agenda (BETA). The Sector will continue to address

contemporary and emerging threats to national security that undermine peace and

developmeni. These include terrorism, radicalization, human and drug trafficking,

moneylaundering, cyber-crime and other socio-economic and political challenges.

281. In order to implement the prioritized programmes and minimize the above-

mentioned threats, the Sector has been allocated Ksh 244.4 billion, Ksh 250.1

biilion and Ksh 261.8 billion in FY 2024125, FY 2025126 and FY 2026127,

respectively.

Social Protection, Culture and Recreation

282. The Social Protection, Culture and Recreation Sector is comprised of six (6)

sub-sectors namely: - Sports; Culture, the Arts and Heritage; Youth Affairs and

creative Economy; Labour and Skills Development; Social Protection and Senior

Citizen Affairs, Gender and Affirmative Action. The Sector visualizes on a global

competitive, healthy workforce, Sports, culture and recreation industry, an

endurable impartial and informed society. The strategic roles played by the sector

in the country's transformation and social economic development agenda include:

creating an efficient, motivated and healthy human resource base for an enhanced

national competitive, economic gfowth and Development, productive healthy
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workforce, fundamentals rights, and adequate income from, work, representation

and social security. social protection, community emporverment, promotion of
volunteerism, safeb-, care and service for children, persons with disabilities, older
persons and other vulnerable group, rescue, rehabilitation, re-socialization &
reintegration of street families, advancement of diverse cultures, to monetize sports

and the Arts through the Talanta Hela Initiative, and enhance col.resiveness and

Kenyans regional and international competitiveness.

283. The sector major achievements during the Medium Term Expenditure

Framework (MTEF) period FY 2020121 - 2022123 include; the Sector garnered 134

medals in 32 International Sports Competitions hosted in the country, seven stadia

constructed/upgraded to completion and a 16-storey Talanta Plazain Upper hill,
Nairobi which serves as the Ministry's headquarter office was constructed. Further,

608 Sports Organizations were registered,33,439 persons were reached through

Anti-Doping education and 3,127 Intelligence-based tests on athletes conducted.

In addition,6,015 athletes, 1,360 coaches, referees and umpires were offered

training in different sports disciplines. The Sector established a virtual Library

through instillation of the library information management system (LIMS);
established and operationalized National Heroes council; established a COVID- l9
testing and research centre at the institute of primate research (IPR), rehabilitated

the see wall of Fort.lesus, natured and trained youth, in theatre, drama and concerts

and poetry; and refurbished the Kenya National Archive and Documentation

services.

284. ln addition, there were 19,900 youth provided with employment

opportunities; 61,391 youth trained in life skills,29,415 in core business skills,

27,162 in job specific skills and 159,210 in entrepreneurship skills.
Operationalized 88 Youth Empowerment Centres and constructed 25 new Centres;

identified and nurtured 11,400 youth talents; 2,715 youth were engaged in green

jobs and 390,335 youth in the President's Award Programme' In addition, 102,095

youth were sensitized on social vices, harmful cultural practices and contemporary

issues, 165,050 youth in peace, volunteerism and national cohesion, 35 youth

Saccos operationalized, 1,847 youth trained on online jobs and 32,430 youth on

AGPO and Aff,rrmative Action Funds. The Sector finalized the National Policy on

Labour Migration to provide a framework for promotion of inclusive and

.sustainable development of the country through safe, orderly and productive

Labour Migration; Developed Bilateral Labour Agreements on recruitment and

employment of Kenyan Migrant workers with Key The Sector disbursed cash to

756,485 older persons; 38,1l8 households with persons with severe disabilities
(PWsD); and 278,188 Orphans and Vulnerable Children (OVCs); Empowered

167,797 Community Self-Help Groups through mobilization, registration, and

capacity building, linked 139,822 groups to MFIs for financial support Registered

and issued 120,929 PWDs with disabilify cards; Granted tax exemption certificates

to 5,533 PWDs; Supported 10,291 PWDs with assistive devices against a target of
12,000; Provided scholarships to 7,550 learners. Rescued 10,149 street persons,

against a tatget of 8,500; Supported 66,900 Orphans and Vulnerable children
(OVCs) with Presidential Secondary School education scholarship in the review
period. The National Govemment Affirmative Action Fund (NGAAF) supported

vulnerable groups through disbursement of grants to groups of social development
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through value additional initiative, disbursement of loans through Uwezo funds to

groups of youths, won'len and PWDs.

285. In the Medium Term period, the sector will prioritise the implementation of

the following key strategic interventions: - Review the existing labour laws to align

them with .i.rging issues in the labour employment sector, upgrade and expand

the existing indusirial and training centres, strengthen the linkages between

training inltitution and industry. Social Development and Children services,

National safety programs that supports Social Economic growth and development

(NGAAF, Weel una Sports, Arts and Social Development Fund (SASDF) to

iromofe and develop Sports, Arts and social development including Universal

ilealth. Moreover, other-Sector priority programmes for implementation during the

medium term include the following among others: Promotion of Hannonious

Industrial Relations, Provision of Skilled Manpower for the Industry. Improvement

of youth employability, conservation of Heritage and facilities, Youth

Empowerment'services, Youth Development Services, General Administration,

Planning and Support Services, Talent development in the areas of sports. music

and arti Developrnent of sports infrastructure to intemational standards and

Establishment and operationilization of Govemment-run shelters for victims of
human trafficking.

286. To implement these programmes, the Sector has been allocated Ksh 72.2

billion, Kstr73.2 billion and Ksh 75.1 billion for financial years2024125,2025126

and 2026 I 27, resPectivelY

Environment Protection, Water and Natural Resources Sector

287.The sector contributes directly and indirectly to the Country's economy

through revenue generation, wealth creation and job creation. The sector plays a

criticil role in seiuring, stewarding and sustaining the environment and natural

capital of the country. The sector has a great potential in contributing to

transforming Kenya into a newly industrialized middle-income country by the year

2030 as envisioned in the vision 2030 and the successive 5-year Medium Term

Plans (MTPs). According to the Economic Survey report2023,, the contribution of
rhe sector to the Gross Domestic Product (GDP) was 3.6 percent for theyear 2022.

288. During the FY 2O2Ol21 - 2022123 period the Sector's key achievements

include; d6mestication of ten (10) Multilateral Environmental Agreements

(MEAsj; training of small scale gold miners on mercury free gold mining;

monitoring polluiion and effluent discharging facilities and conducting inspections

on plastic-b-an. Meteorological Services were modemized thus providing reliable

*.uth". and climate information. The sector realized improved national forest and

tree cover by 8.83% and l2.13Yo respectively, protected 7.8 million Ha of closed

canopy forests and rehabilitated 16,589 Ha of degraded forests. In an effort to

increase access to water and sanitation, the sector increased access to improved

water services from 65.5 % 2O2Ol21 lo 68Yo n 2022123, improved urban sewerage

services from 27 .7 % in2020l2l to 32o/o and increased national sanitation coverage

from 78oh to 8l.5oh. In addition, 7,117 ,492 people were connected to water and

sanitation services in low urban income areas/informal settlements and rural

marginalized/ASAl areas. On water harvesting and storage, Karimenu dam, Yamo

dam-and three (3) peace dams namely Kases in west Pokot, Forolle in Marsabit
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and Naku'etum in Turkana were completed. The sector also fast-tracked the

construction of Thwake dam (86%), and Siyoi-Muruny Dam (77.5%).In addition,

156 small dams andpans were constructed,258 schools and 45 health facilities

were connected to clean and reliable water in various counties. The sector further

enhanced flood control through constructing 34.134 kilometres of dykes / flood

control structures, completed the designs for the Igembe Dam and produced Design

Review Reports for the Badasa and umaa Dams. The sector completed

constructionof Thiba Dam; completedgTo/o of Galana 10,000 acres' model farm;

put 5,000 acres under production and increased the capacity of water stored for

irrigation by 29.9 million cubic meters. 'fhe sector continued to sustainably reduce

witatife poaching; increased human Wildlife Conflicts response rate to 100% of all

reported casesl constructed 124.0 km; rehabilitated 120.5Km and maintained

4,725kn, of fences.

289. During FY 2024125 and the medium term key outputs for the Sector include:

completion of Thwake, Itare. Thambo Dam, Kanjogu Dam; complete 70 water and

,"*".ug" projects across the county; connect 120 public leaming institution and

t+0 treilttr centres with clean and safe water; rehabilitate 200 rural water schemes

targeting approximately 1,500,000 people under Hom of Africa Groundwater

project;-impiove access to water services for approximately 2.02 million in urban

*uL. ruppty and sanitation services; and expand water and sanitation

infrastructure in 28 towns across the country. The Sector w'ill decentralize online

cadastre system; generate 10.5 billion in revenue; rehabilitate 10 mines; and train

7,500 Artisanal and Small-Scale Miners on appropriate technologies. The Sector

will reduce and compensate cases of human wildlife conflicts; maintain access

roads and airstrips in Conservancies and parks; implement plastic ban in protected

areas across the country; rehabilitate Research & Training Facilities at WRTI

Naivasha; and construct four Research and Training Centres. To foster

environment protection and mitigate climate change impact the Sector plans

domesticate iour (4) Multilateral Environmental Agreements; restore and

rehabilitate 36 wetlands; establish 12 model waste demonstration centres country-

wide; and establish 10 Material Recovery Facilities (MRI) and collection points

for plastic recycling countrywide. To enhance forest' cover the sector will produce

104,000 Kgs of seeds to support in the Tree planting progralnme; distribute

102,000 Kgi of seeds; produce 566 Million tree seedlings; refurbish and establish

149 tree nurseries; rehabilitate 25,950 Ha of degraded forests; protect 2.6 Million
Ha of existing forest canopy; establish 4,140 Ha of forest plantations; plant 17 

'57 
5

Ha of commercial farm forests; and rehabilitate 606Ha of Bamboo forests.

290.To achieve these outputs, the Sector's total allocation is Ksh 128.0 billion,

Ksh 157.6 billion and Ksh 167.7 billion for the FY 2024125,2025126 and2026127

respectively.

3.5 Public Participation/Sector Hearings and Involvement of
Stakeholders

291. Public participation and involvement of stakeholders in the medium-term

budget process is a Constitutional requirement. In fulfilment of this requirement,

while piepari ng the 2024 Budget Policy Statement (BPS), the resolutions adopted
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by Parliament on the previous Budget Policy Statements were taken into account.

Annex 3 explains how the resolutions by Parliament on the 2022 BPS and 2023

BPS have been taken into account hthe2024 BPS and the reasons thereof.

292. Tlte PFM Act, 2012 requires that the input of the public be taken into account

before the budget proposals are firmed up. In this regard, the Sectors conducted a

country-wide putti"-purti.ipation from 30s october to 6th November 2023 it 46

Counties with the exception of Mandera County which could not be accessed due

to flooding. The issues raised by the Citizens were used by the Sectors while

prioritizing programmes and projects to be funded. The reports from the country-

wide public Participation are annexed in each Sector Report. Further, Public

Hearings for the FY 2024125 Budget were held between 136 and 15fr December

ZOZS it the Kenya School of Monetary Studies. Virtual platforms were made

available on WebEx as well as live streaming on Face Book to ensgre that

stakeholders who could not attend the Public Hearings physically had access to the

Hearings. Annex Table 5 provides a summary of the comments received and the

actions taken and or response given during the Public Hearings.

293. Further, the draft 2024 BPS was uploaded onto the National Treasury website

on 19ff January, 2024 inviting the public and stakeholders to share comments. As

required by the Public Finance Management Act (PFM) Act,2012, the document

was further shared with the various stakeholders including:

i) Institutions listed in the PFM Act,2012 which include: the Commission on

Revenue Allocation; County Govemments; Controller of Budget;

Parliamentary Service Commission and the Judicial Service Commission;

ii) Institutions that constitute the Macro Working Group which include: the

National Treasury; State Department of Economic Planning; Central Bank of
Kenya; Kenya Revenue Authority; Kenya National Bureau of Statistics;

Kenya Institute of Public Policy Research and Analysis; and Commission on

Revenue Allocation;

iii) Cabinet Secretaries and Principal Secretaries of all Government Ministries

and the Office of the Attorney General; and

iv) Office of the Council of Economic Advisors at the Executive office of the

President.

294. The cornments were considered in finalizing this document. A summary of
the comments received from the various stakeholders and the public and the actions

taken are summarized in Annex Table 6.
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IV. COUNTY FINANCIAL MANAGEMENT AND
DIVISION OF REVENUE

4.1 County Governments' Compliance with Fiscal Responsibility
Principles

295. Management of county finances shall be in accordance with the Constitution,

Public Finance Management (PFM) Act,2012 and the Public Finance Management

(County Government) Regulations, 2015. Table 4.1 below provides a summary of
total expenditures and total revenues by counties for FY 2020121 lo 2022123.

Table 4.1: Summary of County Revenues and Expenditures from FY 2020121

to 2022/23

2024 Budget Policy Statement

Source of Data: Contoller of Budget

4.1.1 Allocation to Development Expenditure over the Medium-Term

296. As indicated in Table 4.1, the total County Govemments' approved

development expenditures over the medium-term account fot 31o/o ir-FY 2020121,

36% i;FY 2021122 and 3l% inFY 2022123 translating to an average of 35 o/o of
the total budget. The approved budget of eight counties, namely Bomet, Meru,

Nandi, Wajir, Kiambu, Laikipia, Nairobi and Tharaka Nithi did not conform with

the requirement of Section 107 (2) (b) of the PFM Act, 2012itrjlFY 2022123 (FigUIe

4.1).
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Figure,1.l: FY 2022123 Budgeted Development Expenditure as a Percentage

of Total County Er enditure

Total Expenditure

Source of Dala: Contoller of Budget

Source of Data: Contoller of Budget

4.1.2 Actual Development Expenditure over the Medium Term

297 . The total actual development expenditure for the FY 2020121 , FY 2021122,

and FY 2022123 accounted for 29oh,25o/o and 23oh of the total actual budget for

the same period as indicated in Table 4.1. This translates to an average allocation

of 260/o of actual total expenditures to development expenditures. For the FY

2022123, only seven counties met this requirement as far as the actual expenditure

as a percentage of total budget is concemed. These counties are: Marsabit (35.4%),

Baringo (31.2%), Uasin Gishu (31.0%), Mandera (30.8%), Kwale (30'4), Kilifi
(30.0%), and West Pokot (30.0%). On other hand, Busia (16.8%), Machakos

(16.8%), Nairobi City (13.9%), Kiambu (10.2%) and Kisii (5.7) spent the lowest

budgets on actual development in the reporting period as shown in Figure 4.2.

Figure 4.2: FY 2022t23 Actual Development Expenditures as a Percentage of
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299. Over the medium - term, expenditure on wages and benefit for the FY
2020121, FY2021122, and FY 2022123 accounted for 40%o, 44oh and 42oh of the

iotal revenue, respectively as shown in Table 4.1. The report by the Controller of
Budget on review of County Government's budget implementation for FY 2022123

shows the total expenditure on wages reported by Counfy Govemments amounted

to Ksh 195.1 billion. During the same period, the total revenue available to the

County Govemments was Ksh 466 billion. This means that on average County

Governments spent 4l .8 percent of their total revenue on wages and benefits which

is higher than the threshold of 35 percent provided by the PFM Act,2012. Only 11

Counties, (Tana fuver, Turkana, Kwale, Mandera, Samburu, Isiolo, Kilifi, Nakuru,

Migori, Lamu and West Pokot) were able to maintain their expenditures to wages

and salaries below the 35 percent threshold inFY 2022123 as shown in Figure 4.3.

Figure 4.3: FY 2022123 County Governments' Actual Expenditures on Wages

and Beneflrts as a Percentage of Total Actual Revenue

Source of Data: Controller of Budget

4.2 Enhancement of County Governments' Own-Source-Revenue

300. The report by COB on County Governments Budget Implementation Review

Report fortheEY 2022123 provides the Own Source Revenue (OSR) for the County

Govemments as indicated in the Table 4.2.

nl 2024 Budget Policy Statement

tli! iiilisislis!!!l gii!i!'i!:'g*!irr!ei
!

t::

MeetinspFMAlhreshold 

- 

tlotMeetingPfMAThrerhotd 

-

;!i .

liitirn

lltll
ig!!!E5'!;:it - I

SECBTT

298. Whereas most counties allocate the required 30Yo of their budgets towards

development, the actual development expenditure is less over the medium term.

This implies that County Govemments' development agenda is compromised with
higher allocations going towards recurrent expenditure. There is need for the

relevant institutions, including the Controller of Budget to put measures in place

to enhance compliance with the PFM law provision on development expenditure

and ensure the actual expenditures are aligned with spirit ofthe PFM Act,2012.

4.1.3 Compliance with the Requirement on Expenditure on Wages and

Benefits

I*
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Table -1.2: Total OSR Collection for the FY 2022123 (Including A-i-A)
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301. Analysis of OSR performance in the FY 2022123 shows that County

Governments were able to raise a total of Ksh 47.1 billion from own Source

Revenue (OSR) against an annual target of Ksh 66.1 billion representing an ouffum

of 71 .3 percent.

302. In FY 2022123 six counties were able to meet their revenue targets namely

Kisii(150%),Garissa(|42%),Nyeri(135%),Lamu(120)'Kitui(111%)afi
Kirinyaga lttiZ;. On the other hand, forty-one (41) County Governments did not
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meet their OSR revenue targets in FY 2022/23. Five counties collected less than

50% of their OSR targets which are Kericho @9%),Wajir (47), Murang'a((a%),
Mandera (42%), andNyamira (36%) as shown in Figure 4.4.

Figure 4.4: FY 2022123 Actual Revenue Collected by the County Governments
asapercentage of Annual Revenue Target

Source of Data: Controller of Budget

303. In order to support the County Govemments to enhance their Own Source

Revenue, the National Treasury is in the process of implementing the National

Policy to Support Enhancement of County Governments Own Source Revenue-

Some of the activities underway include enactment of the National Rating Bill, the

Counfy Revenue Raising Process Bill and the development of a model Tariffs and

Pricing Policy by use by the County Govemments.

304. The National Rating Bill was passed by the National Assembly and forwarded

to the Senate on 3 I't October 2023 for consideration. The Bill provides for among

others, standards in the way rating and valuation is conducted in the country; how

to deal with properties cross-cutting in more than one County Government;

procedure for claiming and payment of Contribution in Lieu of Rates (CILOR);

and timely updating of valuation rolls by the County Govemments. More

importantly, the Bill will repeal the outdated Valuation for Rating Act, Cap 266

and Rating Act, Cap 267 and align the property rating legal regime with the

devolved system of govemance.

305. The County Govemments (Revenue Raising Process),BiLl2023 provides for
a process by which the County Governments introduce revenue raising measures

in conformity with Article 209 (5) of the Constitution. The Bill, w'hich is currently

before Senate has gone through the First Reading.

306. The National Treasury notes that a number of County Govemments are

having challenges in setting realistic revenue targets. To address this, the National

Treasury in collaboration with other stakeholders are planning to roll out a training
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on Tax Analysis and Revenue Forecasting in the FY 2024/25. The team is currently

working on the training module on revenue forecasting'

307. In addition, the National Treasury is planning to build the capacity of county

Govemments to generate statistics that conform to the Government Finance

Statistics 2014 Manual beginning inFY 2023124. This rvill strengthen the County

Government's fiscal policy making including realistic revenue forecasting.

4.3 Prudent Management of Fiscal Risks

4.3.1 Pending Bills

308. According to Section 9a (l) (a) of the PFM Act,2012, failure to make any

payments as an*d when due by a State organ or a Public Entity may be an indicator

tf a serious material breach or a persistent material breach of its operational and

financial commitmenls. In this iontext, Article 225 of the Constitution read

together with Section 96 of the PFM Act gives the cabinet Secretary responsible

foi Finance powers to stop transfer of funds to the concemed State Organ- Over

the years. County Governments have accumulated pending bills. As at 30s

S.ptL-U"., 2023 
-Counties 

reported accumulated pending bills amounting to Ksh

163.62 bilion, compared to ksh 164.76 billion reported as at 30n June,2023,a

decrease of 1.14 billion. This amount is as reported by County Govemments to the

Office of the Controller of Budget.

309. The offrce of the Auditor General (oAG) conducted a special Audit of
pending bills for County Govemments as at 30th June, 2020 for the FY 2018119

andzoTglzo which were conducted from May 2021 to December 2021. As per the

report, a total of Ksh 156.18 billion pending bills presented for auditto^OAG, bills

amounting to Ksh 48.13 billion were reported as payable while Ksh 108.05 billion

lacked sufficient documentation to support services rendered or work done and

therefore were not recommended for payment.

3 10. A reporr by the Controller of Budget (CoB) indicates tha! as of 17ft April,

2023, Counties had senled Ksh 23.96 billion (49.78o/o of the eligible pending bills)

leaving an outstanding balance of Ksh 24.05 billion (49.95% of the eligible

pending bills).

3l 1. In relation to the ineligible pending bills, the Intergovernmental Budget and

Economic Council (IBEc)lhrough a resolution of 5th Jnne,2023 instructed all

county Governments to finalize verification of ineligible pending bills. once

verified, County Governments should prioritize payment of these arrears' As at

176 Ap;il, 2o2i atoral of Ksh 1 .8 billion of the ineligible pending bills had been

paid by the county Govemments, leaving a balance of Ksh 106.2 billion (Table

4.3).
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Table 4.3: Payment of 30th June, 2020 Audited Pending Bills by County
Governments as at 17th April,2023

'Sorrce 
of Data: Offce of the Auditor General and Conttoller of Budget
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4.3.1.1 Status of Pending Bills

312. County Govemments owe money to the various pension funds (LAPTRUST'

LAPFUNDand County Pension Fund) which have accumulated over the years. As

at 31rt August,2023,the status of pension pending bills submitted by the different

pension sciremes to the Retirement Benefits Authority (RBA) was Ksh 73.4 billion.

A breakdown of the outstanding pension pending bills is shown in the Table 4.4.

Table 4.4 f)utstandin Pension ending bills owed by CountY G overn m en ts

Source: Retirenent Benefits Authority

3 I 3. Some County Governments are not reflecting these pension liabilities in their

pending bills stoik hence posing a greal risk that these liabilities may not be

prioritiled for payment. There is need for the County Govemments to take stock

tf at tn. p.nrion liabilities and ensure proper recording in the stock of County

pending bilts. In addition, Counties should prioritize the settling of these liabilities

to ensure County staff do not retire without a pension'

1.3.1.2 Status of Debt owed to Kenya Power & Lighting Company (KPLC)

by County Governments

314. The outsranding pending bills owed to_Kenya Power & Lighting Company

(KpLC) by County Governments as at 24th September, 2023 amounts to Ksh

3,492,{22:$3.47 with Nairobi County Govemment having the largest outstanding

bill amounting to Ksh 2,171,944,344.79. The amounts have been accumulating

over the y.*i. Corrr.quently, the National Treasury has issued a Circular to

County Governments reminding them to settle debts owed to KPLC and ensure

that these pending bills are included in their budgets and repayment plans in line

with the public Finance Management Act,2Ol2 and in order to avoid disrupting

operations and other financial obligations ofthe Company'

4.3.2 County
Management

Governments Capacity Building on Public Finance

315. The Public Finance Management Act (PFMA),2012 mandates the National

Treasury to develop and oversee the implementation of a comprehensive county

financing systems that ensures financial controls for efficient and effective

utilizatio=n of public resources. The National Treasury is further required to

strengthen county public hnance management institutional capacities to

implJment, manage and support governance, development and service delivery.

7sl

SECBTI

9Io. \aoe of tLe Schenre
-lccrued hterest

(IGh)

Iotal Debt.lccrued

Ioterest (Itsh)

I
I-ocal -luthorities Provident Fuud

GrPFt}--D)
31,i51,086,080 3j,11r,302,035

, Local .{uthorities Pension Trust

GTPTRTST)
?,999,901,{07 1l,2il,3l I,ili 3l,l3l,:16,131

l Countl' Pensiou Fond (CPF DC) 1,005,9:s,055.55 t,9.r 1,511,988.18 1,9.ri,.151,0r3.73

Total 12J77,0{3J67.s5 60p25p20.i9-1.1s 73,{02p69;60.73
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16. There have been significant changes in key financial management leadership

ositions in the county govemments occasioned by change in the county

stration. ln this regard, the National Treasury is planning for a capacity

lding programme to the new Chief Executive Committee Members and Chief
cers responsible for Finance, Heads of accounting, finance/budget,

rocurement, economic planning, revenue, and intemal audit; and County

ssembly Chair budget /Finance Members at the County Governments on PFM
tters

.4 Division of Revenue for FY 2024125

.4.1 Performance of Shareable Revenue

17. Ordinary revenue collected over the years has been below target except for
2021122 when the target was surpassed as indicated in Figure 4.5

re 4.5: Estimates of Ordinary Revenue vs. Actual Revenue (Ksh trillion)

ource of Data: National Treasury

.4.2 Division of Revenue for FY 2024125

.2.1 Application of Article 203 (1) of the Constitution in Division of
Revenue

18. Article 218(2) of the Constitution requires division of revenue between the

o levels of Govemment and across County Governments to take into account the

teria set out in Article 203(1) of the Constitution. The criteria include factors

h as: national interest, public debt and other national obligations and needs of
disadvantaged groups and areas, among others.

19. As indicated in Table 4.5, it should be noted that after taking into account all

mandatory expenditures under Article 203(l) of the Constitution, the balance

eft for sharing between the two levels of Government is Ksh 753.2 billion. After
ocating Ksh 410.2 billion to County Govemments forFY 2024125, of which Ksh

91.1 billion is the proposed equitable share and Ksh 19.1 billion is the allocation
National Govemment share of revenue, the National Govemment is left with

srcBtI
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Estimates of Ordinary Revenue Vs Actual
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only Ksh 343.0 billion to finance functions such as education, health, defence'

roads and energy, among others. This may occasion additional borrowing which

nray distort th-e fiscal framework already set out in the 2024 Budget Policy

Sta;ement. Table 4.5 provides an assessment of the extent to which the

requirements of Article 203 (l) of the constitution have been incorporated in

estimating the division of revenue between the national and county levels of

Govemment in the FY 2024125.

Table 4.5: Summary of considerations under Article 203 (1) of the

Constitution

Source of Dala: National Treasury

320. Based on ordinary revenue projection of Ksh 2,948.1 billion in FY 2024125,

it is proposed that Ksh 2,549.1 billion be allocated to National Govemment, Ksh

:st.-t tittion to county Governments as equitable revenue share and Ksh 7.87

billion to the Equalization Fund. The National Treasury proposes to further allocate

Ksh 3.53 billion to the Equalization Fund in FY 2024125 as partial payment to

arrears for Equalization Fund. Table 4.6 shows the computation of the equitable

share to County Governments for the FY 2019120 to FY 2024125 '

801

ITEM DESCRIPTION (KS h Millions)
2,948,124Ordinary Revenu AIA)Excludin

106,830National Interest IArticle 203 (1)(a)l
1,352,610l ltbl)Arr.203Public debt
719,092Other National obligations (Article. 203 bl)
5,0001k )lEm encles Art.203 1

I1,400ualization Fund Art.203 ( ) and h)lE
7,867Of which: a Allocation in FY 2024125
1 511b Arrears

753,192Balance to be Shared bY the 2 Levels of Government
410,177ty an olltiult ra sedlt 111fi'o evl'a o oatl vcnt 1lll1 oG el'r'loC u
391,1 17uitable Share of RevenueOf which: a E
19,060b) Additional allocations

343,01 5Balance left for the National Government
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Table 4.6: County Governments' Equitable Revenue Share (Ksh Million)

Source of Dola: Nalional Treasurl,

321. The allocation to County Governments' equitable revenue share of Ksh 391.1

billion in FY 2024125 is informed by the following prevailing circumstances:

i) The implementation of the fiscal consolidation plan by the Govemment which

is aimed at reducing the fiscal deficit inclusive ofgrants from 5.6 percent of
GDP in FY 2022123 to 4.9 percent of GDP inFY 2023124, and further to 3.9

percent of the GDP inFY 2024125. In this regard, there is need for continuous

iationalization of expenditures by eliminating non-core expendifures while

improving efficiency in development projects implementation so as to contain

expenditure growth, stabilize debt and reduce debt vulnerabilities;

ii) The National Govemment continues to solely bear shortfalls in revenue in

any given financial year. However, County Govemments continue to receive

th;iifull allocation despite the budget cuts affecting the National Government

entities.

iii) Increased expenditures for National Government for purposes of debt

servicing coupled with a weakening shilling against the dollar;

iv) Low ordinary revenue collections attributed to the ongoing geopolitical

shocks. This includes the Russia-Ukraine war and the US Federal Reserve's

interest rate hike which has negatively affected the dollar and the international

debt market; and

v) The proposed equitable share of Ksh 391.1 billion in the FY 2024125 ts' 
equivalent 1o24.86 percent ofthe actual revenues raised nationally, which is

incompliance with the Article 203(2) of the Constitution.

4.4.2.2 Application of Article 203 (2) of the constitution in Division of
Revenue.

322. Article 203 (2) the Constitution requires that the equitable share allocation to

counties should not be less than fifteen (15) per cent ofthe last audited revenue

raised nationally, as approved by the National Assembly. The above proposed

equitable share for FY 2024125 of Ksh 391 .1 billion is equivalent to 24.86 per cent

ofthe actual revenues raised nationally ofKsh 1,573 billion fotFY 2019120, as per

slI
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the records of the National Treasury. However, the last audited revenue raised

nationally, as approved by the National Assembly is Ksh 1,673 billion implying an

overstatement of Ksh 100 billion. This discrepancy has since then been raised with
the Office of Auditor-General and the Office of the Auditor-General has since

responded to the National Treasury modifuing the audited revenues for the FY
2019120,to Ksh 1,578,035,418,993. on revenue resulting from AMISON Grant of
Ksh. 4.6 billion, the Auditor-General has determined that it is within the purview
of the National Treasury to determine the sharable and non-sharable
revenue/receipts with regard to the IIN/AMISOM receipts in accordance with
legislation. The modification to Ksh 1.578,035,418,993 and the determination on
the AMISON Grant of Ksh 4.6 billion has since been communicated to Parliament
for a resolution of the House.

323. However, applying the last audited revenue raised nationally, as approved by
the National Assembly of Ksh I ,673 billion, the allocation of Ksh 391 . I billion as

equitable share translates to 23.38 percent This also within the constitutional
threshold ofArticle 203 (2).

4.4.2.3 Other Policy Considerations in Division of Revenue for FY 2024125

324. The Government under the Extended Fund Facility (EFF)/Extended Credit
Facility (ECF) program supported by the development partners' targets is

implementing a fiscal consolidatior.r targeting to reduce the fiscal deficit to 3.9
percent of GDP in FY 2024125. This is designed to slow down public debt
accumulation.

325. To achieve this aggressive fiscal consolidation, amid increase in debt
servicing costs as a result ofexchange rate fluctuations and increased interest rates,

the National Treasury has proposed huge expenditure rationalisation in the FY
2024125 and over the medium term. In order to be within this commitment, the

National Treasury, has so far managed to reduce the fiscal deficit to 5.6 percent of
GDP in FY 2022123 and targets to reduce it further to 4.9 percent of GDP in FY
2023124 through expenditure rationalization and mobilization of additional non-
tax revenues from Ministries, Departments and Agencies.

4.4.2.4 Additional Allocations to Counfy Governments in FY 2024125

326. Article 202 (2) of the Constitution provides that County Governments may
be given additional allocations from the National Governments Share of revenue

either conditionally or unconditionally; while Article 1 90 of the Constitution also

provides that Parliament shall by legislation ensure that County Governments have
adequate support to enable them to perform their functions.

327. Further, Section 4 of the County Govemments Additional Allocations Act
(CGAAA), 2022 requtes that additional allocations shall be funds agreed upon by
the National Assembly and the Senate during the consideration of the Budget
Policy Statement and shall comprise of County Governments' additional
allocations financed from either the National Government's Share of Revenue or
proceeds of loans or grants from Development Partners. Pursuant to Section 5 of
the CGATAA 2022, fwds for additional allocations to County Governments shall

s2l
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be included in the budget estimates of the National Govemment and shall be

submitted to Parliament for approval.

328. hr the 2024 Budget Policy Statement, the National Treasury proposes to

allocate Ksh 54.7 billion as additional allocations (conditional and unconditional)

to County Govemments. Out of this, Ksh 19.06 billion will be financed from the

National Govemmeut's share of revenue, and Ksh 35.66 billion from proceeds of
loans and grants from Development Partners. These additional allocations to

counties are as follows:

1) Proceedsfront Courtfines antounting to Ksh 7.4 nillion: The unconditional

additional allocation to beneficiary counties emanating fiom contravention of
county legislation is projected to be Ksh 7.4 rnillion. Whereas Court fines

from the National Govemment are remitted to the consolidated fund, court

fines from Counfy legislation ought to be rernitted to the County Revenue

Fund. Collection of fees, fines, and penalties is to be streamlined across the

47 Counties so that collection of the same is undertaken by the Judiciary and

the funds transferred to the National Treasury in line with the law- These

funds will be transferred from tl,e exchequer to the respective Counfy

Revenue Fund (CRF) Account;

11) 20% share of mineral royalties amounting to Ksh 1.055 billiort: The National

Treasury proposes to allocare Ksh 1.055 billion to thirty-fwo (32) counties in

FY 2024125; being the total sum of mineral royalties accrued in the FY
2O2ll22 as submitted by the State Department for Mining. Additionally, to

facilitate transfer of l0% share of mineral royalties due to communities, the

State Department for Mining, as the implementing agency has developed

draft regulations that have already gone through public participation. This

will be disbursed to the communities once the regulations have been finalized;

iii) Construction County Headquarters amounting to Ksh 445 million: To

support the construction of counfy, headquarter offices for five (5) Counfy

Governments (Isiolo, Lamu, Tana River, Tharaka Nithi and Nyandarua), the

State Department for Public Works, Ministry of Lands, Public Works,

Housing and Urban Development has been implementing construction of five
(5) counry headquarters. These five (5) counties did not inherit adequate

facilities that could accommodate the new administration at the onset of
devolution and their construction are at different levels of completion. In the

FY 2024125, Ksh 445 million has been proposed for transfer to five counties;

iv) County Aggregation and Industrial Parl<s (CAIP) amounting to Ksh 4.5

billion: In order to continue operationalizing the National Government's

' programme on County Aggregation and Industrial Parks (CAIP) Project

under the BETA framework, the National Treasury proposes to conditionally

allocate Ksh 4.5 billion to CAIP in the FY 2024125;

v) Road Maintenance Fuel Levy (RMFL) amount to Ksh 10.5 billion: The

summit resolution of February 2023 stipulated the need to develop a reform

agenda for the road sector so that the RMFL allocation to the Counfy

Governments is considered in the FY 2024125 through a restructured process.

In this regard, a consensus has since been reached that, Ksh 10.522 billion

ml 2024 Budget Policy Statentent
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being allocation for maintenance of county roads frorn RMFL be allocated as

a conditional allocation to County Governments;

vl) Conditional Allocatiotr .for the Comntwity Health Prontoters (CHPs)
prograntnte of Ksh 2.5 billion: During the l0th National and County

Govemments coordinating Summit, the implementation of the CHPs

programlne was extended from the culrent three years to five years under the
^gBiA 

moaet of economic revival to accelerate the achievernent of universal

health coverage through support to the County Governments. To this end, the

National Treasury proposes to allocate Ksh 2.5 billion as a conditional grant

to all the forty-seven County Governments. County Governments are

expected to provide an equal amount of counterpart funding from their

"quit 
Ul" share to match the National Govemment's contribution;

vii)T.ansferred Function of Museums amounting to Ksh 30. 2 million: The

Intergovemmental Relations Technical Conrtnittee vide Gazette Notice No.

13982 dated lle November 2022 delineated and transferred tl,e Museum

function to counfy Govemments. During the unbundling of the function the

National Govemment was carried to have exclusive mandate of "ancient and

historical monuments of national importance". Thus eight (8) stations which

included: - Meru-Njuri-Njeke Museums, Narok Museum, Garissa Museum,

Wajir Museum, Longaingalani Museum, Kisumu Museum, Kitale Museum

and Isiolo Museum, were identified to be transferred to the respective County

Governments. By principle of resources follow functions, the determined cost

of the function amounting to Ksh. 30.2 million shall be transferred to the

respective counly Govemments, as additional unconditional allocations, in

FY 2024125; and

viii)Conditional allocations financed from proceeds of Loans and grants by

Development Partners antounting to Ksh 35.7 billion: A total of Ksh 35.7

billion has been proposed for transfer to County Governments as conditional

additional allocations irnanced from proceeds of loans and grants from

Development Partners in the FY 2024125, to support a total of fourleen (14)

donor-funded projects as outlined in Table 4.7.
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Table 4.7: Additional Allocations to County Governments for FY 2021125

Source of Data: National Treasury

4.4.2.5 Disaggregation of Total Proposed Transfers to the Counties

329. Taking in to consideration the above proposed additional allocations to

County Govemments in FY 2024125, lhe expected total transfers to county

Govemments is Ksh 445.8 billion. Table 4.8 shows disaggregation of total

proposed transfers to the Counties in FY 2024125 and expected transfers in

p."riorrs financial year. From the table, there is clear demonstration that there has

teen consistent growth of total transfers to Counfy Governments over the financial

years
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Table 4.8 Disaggregation of County Governments' Allocation (Ksh Million)

Source of Data: Nationol Treaswl'

4.4.2.6 Allocation of Sharable revenue between the two levels of Government

and the additional allocations to counties from the National

Government share of Revenue

330. It should be noted that, and pursuant to Article 202 (2) of the constitution,

the National Govemment has over the years out of its own share of revenue

provided for additional allocations to County Govemments. These allocations,

which have been mostly conditional are meant to accelerate achievement of policy

priorities of both levels of Govemment, some of which have international

tbligations. In so doing, this tends to reduce on the National Govemments entitled

shari of revenue from revenues raised nationally. Table 4.9 shows additional

allocations to County Govemments from the National Govemments share of
revenue raised nationallY.

Table 4.9: Division of Revenue Raised Nationally for FY 2020121 - 2024125 (Ksh

Million)

Source of Data: The Nalional Treasury

4.5 Horizontal Allocation of Revenues

331. Horizontal allocation of equitable share of revenue among the County

Govemments for FY 2023124 is based on the Third Basis Formul4 which was

considered and approved by Parliament in September 2020. The third basis takes

into account the following parameters: Population (18%); Health Index (17%);
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Agriculture Index (10%); Urban Index (5%); Poverty Index (14%); Land Area

Index (8%); Roads Index (8 percent); and Basic Share Index (20%). The County

Governments equitable share of revenue for FY 2024125 are as shown in Table

4.10.

Table 4:10 County Governments Equitable shares for FY 2024125
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4.6 Intergovernmental Fiscal Transfers

332. National Govemment Ministries Departments and Agencies (MDAs) are

responsible for development of frameworks for the management of conditional

additional allocations made to beneficiary County Govemments. These

frameworks outline the total allocation to each conditional additional allocation

and the specific amount apportioned to each participating county govemments; the

conditions to be met by participating County Governments; and the responsibilities

of both MDAs, and beneficiary County Govemments. The Accounting Officers in

the respective MDAs are responsible for submission of these frameworks to the

National Treasury for inclusion in the County Govemments Additional Allocations

Bill (CGAAB),2024.

4.7 Eqtalization Fund

4.7.1 Challenges Facing Disbursement of Equalization Fund

333. The Equalisation Fund is established under Article204 (1) ofthe constitution
with an allocation of a half percent (0.5%) of all revenue collected by the National

Government each year on the basis of most recently audited accounts of revenue

approved by the National Assembly.

334. Article 204 (2) of the Constitution provides that the National Govemment

shall use the Equalization Fund only to provide basic services including water,

roads, health facilities, and electricity to marginalized areas to the extent necessaly

to bring the quality ofthose services in those areas to the level generally enjoyed

by the rest ofthe nation, so far as possible.

335. The Second Marginalization Policy was published in 2018. The policy

identified a total of 1,424 marginalized areas spread across 366 wards, 111

constituencies in 34 counties as eligible for Equalization Fund. To guide the

management and implementation of the Equalization Fund, the PFM (Equalization

Fund Administration) Regulations, 2021 were developed. The regulations provide

for establishment of three county committees; County Technical Committee, Sub-

county Technical committee, and the Project Identification and Implementation

Committee.

336. Two Petitions, Petition number 003 of 2023 and Petition 4 of 2023 dated 31st

May,2023 were filed in the High Court of Kenya at Garissa. The Court cases

questioned the criteria of identiffing and sharing revenue among the marginalized

areas and creation offake wards as beneficiaries. In the Petitions, the Court ordered

that pending the hearing and determination of the applications.

i) An order restraining the respondents from implementing the commission on

Revenue Allocation Second Marginalisation Policy and Criteria 202212023

for sharing revenue amongst marginalised areas;

ii) Conservatory orders issued restraining the Controller of Budget from

authorising the withdrawal of Equalisation firnds; and

SECBTT
2024 Budget Policy Statements8!



$ECBET

iii) Conservatory orders issued restraining the National Treasury from disbursing

the Equalisation funds.

337. TheCourt Order on the following Petitions was lifted on 26th Novembet,2023

hence commencement of implementation of the Second Marginalisation Policy in

the 34 beneficiary counties. Implernentation will be hampered in 15 counties that

have not complied with the requirement to establish the tllee committees

anticipated in Regulations 14, 16, and 18 of the PFM (Equalization Fund

Administration) Regulations,202l. The Fund has already w'ritten to the counties

requesting them to fast rack the creation of the committee to allow them access and

utilize the funds allocated to them.

4.T.2Eqaalization Fund Allocation for RY 2024125

338. The National Treasury proposes to allocate Ksh 7,867 million to the

Equalisation Fund being 0.5oh of the actual revenues raised nationally of Ksh

7,573.4 billion for FY 2019120, as per the records of the National Treasury and

Ksh 3,533 million towards payments arising from Equalisation Fund arears.

4.8 Emerging Issues and Policy Interventions

4.8.1 Integrated County Revenue Management System (ICRMS)

339. In order to support County Govemments, enhance their own source revenue

through automation, it is recommended that all the County Govemments adopt an

Integrated County Revenue Management System. In view of the above, there is an

ongoing process to recommend a uniform integrated county revenue management

system that will enhance OSR administration and management at the County level

for improved service delivery. This will ensure uniformity in the collection,

recording, and reporting of own source revenues across the 47 County

Govemments. Further, it will enable County Govemments to generate reliable data

for revenue forecasting and revenue enhancement.

4.8.2 Challenges in County Governments' Public Finance Management

340. During the last two cycles of devolution, independent and oversight

instifutions such as the Office of the Auditor General, the Office of the Controller

of Budget as well as the National Treasury among others have reported gaps in the

control and management of public resources in county govemments. A Multi-
Agency Taskforce established in FY 2022123 identified challenges faced by

County Governments in the management of public finances'

341. These challenges include weak linkage between planning and budget

formulation, inability of county governments to adhere to the Public Procurement

Act resulting in high outstanding pending bills, low development budget

absorption, under-performance in own-source revenue, failure to use the prescribed

financial systems (such as IFMIS, IPPD among others), non-adherence to fiscal

responsibility principles, pilferage of public resources due to manual systems,

inadequate understanding of the Office of the Controller of Budget's role in
approval of county requisitions, high wage bill, weaknesses in human resource

8el
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management, weak oversight by County Assembly and a weakened intemal audit

function among others.

342. The solutions proposed in the report by the Taskforce to address these

challenges includel review ofthe existing policy, legal and regulalory environment

to guide planning; strengthening county structures and institutions; adhering to

exilting provisions of eiisting policies, legislations. regulations and guidelines

guidin[ economic planning, public finance management and expenditure control;

ind continuous capacity building of County Govemment staff among others.

4.8.3 Intergovernmental Agreements in respect of the Additional

Conditional Allocations

343. Section 9 of the CGAAA, 2022 for FY 2021122 vide Kenya Gazette

Supplement No. 74 of 29th April made consequential amendments to the PFMA,

ZO12 to provide for among others, the insertion of Sections l91A to 19lE on

intergovemmental agreements. These sections require that the National Treasury

shali enter into an intergovemmental agreement with the respective County

Governments for the transier of the respective conditional allocations made to the

County Govemments pursuant to the Act; that such agreements shall set out any

conditions that may te attached to the conditional allocations; and that the

requisition of funds from the county Revenue Fund (cRF) for the purposes of a

conditional grant shall be supported by the intergovemmental agreement approved

under Section 191A.

344. The Principal Secretary, National Treasury constituted an inter-agency task

force to develop a model Intergovernmental Conditional Allocations Transfer

Agreement (ICATA). The task force has since finalized the development of the

*"oa.t tCate and subjected it to nationwide public consultations. Further, on 1Oft

November 2o23,theNational Treasury submitted the draft ICATA to the office of
the Attorney General for legal opinion, which was provided-,on l3s December,

2023 ardhas since been incorpoiated in the agreement. On 8th January, 2024 the

National Treasury forwarded the final Model ICATA to the Council of Govemors

for onward transmission to the county governments for processing in line with

Section 19lA-191E of the PFM Act,2012.

345. The National Treasury has made a request to Parliament to fast-track the

approval of GGAAB, 2023 n order to facilitate the processes leading to timely

diibursements and requisition of the funds for additional conditional allocations

made to County Govemments inFY 2023124.

346.lnthe FY 2024125, Parliament is also called upon to expeditiously approve

the DoRB 2024, CARB 2024 and CGAAB 2024 alongside 2024 BPS. This will
assist in eliminating delays in the processing of ICATAs and hence the

disbursements and requisition of the funds for additional conditional allocations

made to County Govemments inFY 2024125.

e0l
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ANNEX 1: ADHERENCE TO FISCAL RESPONSIBILITY
PRINCIPLES
l. In line with the Constitution, the Public Finance Management (PFM) Act,

2012, the PFM Qrlational Govemment) Regulations' 2015 and in keeping with

prudent and transparent management of public resources, the Govemment has

adhered to the fiscal responsibility principles as set out in the statute as follows

(Table 1):

Table 1: Performance of Fiscal Res onsibility [ndicators

Source: The Nationol Treasury

a) A minimum of 30 percent of the national Government's budget allocated

to the development expenditure over the medium term.

2. Consistent with the requirements of the law, the National Government's

allocation to development expenditures has been set above the 30 percent of its

Ministerial expenditures. The allocation to development expenditures is projected

to increase to 35.6 percent in the FY 2024125 and remain above the recommended

threshold over the medium term as shown in Table I and Figure I'
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Figure l: Development
Government Budget

Expenditures asa Percent of Total National

Source : National Treasury

b) The National Government's expenditure on wages and benefits for its

employees not to exceed 35 percent of the national Government equitable

share of the revenue.

3. The law requires that the National Govemment's expenditure on the

compensation of employees (including benefits and allowances) shall not exceed

35 percent of the National Govemment's equitable share of the revenue raised

nationally plus other revenues generated by the National Govemment pursuant to

Article 209 (4) of the Constitution. In conformity to this regulation, the National

Govemment share of wages and benefits to revenues was29.2 percent in the FY

2022123, and is projected to decline to 23.2 percent in the FY 2023124, andto

further decline to 21.7 percent by FY 2025126 (Figure 2).

t-i ure 2: Wa es as a Percenta e of National Government Revenues

lWages: For teachers and civil seryants including the police. The figure includes the funds

allocated for the pension contributory scheme

Source : National Treasury
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c) over the medium term, the National Government's borrowings shall be

used only for the purpose of flrnancing development expenditure and not

for recurrent expenditure.

4. The Government is committed and continues to adhere to the principle as per

the PFM Act section 15(2) (c) which requires that national Govemment's borowed

resources be used only for purposes offinancing development and not for recurrent

expenditure. In the FY 2022123, a total of Ksh 493.7 billion was spent on

development expenditure. This amount is projected to increase to Ksh 71 7.8 billion

inFy 2023t24, ksh 877.8 billion in FY 2024125 and Ksh 1,427.9 billion over the

medium term.

d) Public debt and obligations shall be maintained at a sustainable level as

approved by Parliament for National Government

5. The public debt and obligations remain at sustainable levels though with high

risk of dett distress due to global shocks that has led to a slowdown of economic

gowth (IMF Country Report No. 23/266-July 202j). Under external Debt

Sustainability Analysis (DSA), the Present Value of the external debt to GDP ratio

remain sustainable through 2026. However, the Present Value of external debt to

exports and debt service to export ratios breach the sustainability thresholds even

in the medium term due to subdued growth in exports. These ratios are expected to

improve with economic growth recovery boosting growth in Kenya's export sector

expected to improve external public debt sustainability ratios'

6. The debt service to revenue ratio in 2024isworsened by the maturity of USD

2.0 billion international sovereign bond in J:une 2024 (Table 2)'

Table 2: Ken a's External Debt Sustainabili

Source: IMF Country Report No. 2j/266-July 202j

7. Overall, the Present Value (PV) of debt to GDP ratio is projected to remain

above the 55 percent sustainability threshold in the mediumterm but will gradually

improve Ay iOZl (Table 3). The improvement in debt levels is anchored to fiscal

coisolidaiion through broadening the tax revenue base and minimizing overall

expenditures tied to implementation of the fiscal reforms under the IMF Extended

Credit Facility program.

Table 3: Ken a's Public Debt Sustainabili Anal sts

Source: IMF Country Report No. 23/266-Ju ly 2023

2026 2027202520217022 2023Th resholdslndica tors
27.129.4 28.030.529.5{(}PV of debt-to-GDP

ratio
1 81.7 I 70.3195.6220.4 2 10.8IttOPV of debt-to-exports

ratio
t9.721.7 22.03 1.122.0I5PPG Debt service-to-

exports ratio
17.619.224.914.8 16.6t8PPG Debt service-to-

revenue ratio

2026 2027202520212022 2023
ProiectionsBenchmarkIndicators

56.660.2 5 8.361.964.463.155
PV of debt-to-GDP
ratio
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8. As the economy recover from global shocks and fiscal consolidation

continues, Kenya's debt indicators are expected to improve. However, Kenya debt

sustainability is vulnerable to exogenous shocks e.g., export and exchange rate.

e) Fiscal risks shall be managed prudently

g. Kenya's risk remains high due to volatile international commodity prices.

tighter external financing conditions, elevated inflation and continued drought- The

Government established a Fiscal Risk Committee which will continue playing a

key role in identification, quantification and management of fiscal risks going

forward. ln addition,, the Government through the recently established pending

bills verification committee will minimize accumulation of arrears to suppliers;

and with continued fiscal consolidation programme, debt vulnerabilities will be

reduced and ensure a stronger debt sustainability position going forward. The

Government will also continue reviewing its macroeconomic fbrecasts and

regularly to ascertain the impact of the macroeconomic projections and their

implicaiions on the budget. Potential fiscal risks arising from contingent liabilities,

including from Public Private Partnership projects among others are taken into

account and a contingency provision made to cushion the economy from

unforeseeable shocks.

f) A reasonable degree ofpredictability with respect to the level oftax rates

and tax bases shall be maintained, taking into account any tax reforms

that may be made in the future

10. on the principle of maintaining a reasonable degree of predictability with

respect to the level of tax rates and tax bases, the National treasury will implement

the National Tax Policy that will guide tax reforms and ensure certainty in taxation

and the Medium Term Revenue Strategy (MTRS) which contains revenue-raising

tax policy and administrative reforms to be undertaken over the medium-term'

Furt-her, the Govemment continues to carry out tax reforms through modemization

and simplification of tax laws in order to lock in predictability and enhance

compliance within the tax system.

,4
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Introduction

l. The economy is expected to remain strong and expand by 5.5 percent in both

2023 and 2024. The growth outlook will be supported by broad-based private

sector growth, resilient seruices sector, and the rebound in agriculture. The growth

outlook will be reinforced by implementation of policies and reforms under the

priority sectors of the Bottom - Up Economic Transformation Agenda geared

iowards economic tumaround and inclusive growth. There are, however, downside

risks to the macroeconomic outlook envisaged in this 2024 BPS emanating from

domestic as well as extemal shocks.

2. For prudent management of risks, the PFM Act,2012 requires the preparation

ofa "statement ofFiscal Risks. Thus, this section provides an assessment offiscal

risks that the Kenyan economy is exposed to that may affect the achievement of
the macroeconomic targets and objectives detailed in this BPS. The fiscal risks

arise from assumptions that underline fiscal projections, the dynamics of public

debt, and operations of state corporations, contingent liabilities, financial sector

lulnerabilities and natural risks. Emergence of these risks could make it difficult

for the Govemment to actualize and sustain macroeconomic policies detailed in

this BPS. Thus, this section also details the measures that the Govemment is

implementing to mitigate such risks.

Risk in Changes in Macroeconomic Assumptions

3. Macroeconomic variables play a key role in the formulation of the budget as

they form a baseline in revenue projections and determine the Govemment's

spending priorities. The macroeconomic assumptions underlying the FY 2024125

buaget.nt"lt * estimated growth of 5.5 percent in both 2023 and2024.Inflation
is projected to gradually ease towards the Government target range of 5.0 percent

in-pi ZOZqtZ5 and remain within the target range over the medium term. The

Extemal sector is expected to remain relatively stable despite the projected global

economic slowdown, geopolitical fragmentation and uncertainties and tight global

financial conditions. The unexpected changes in the macroeconomic projections in

this BPS may pose risks to the projected revenue and expenditure.

4. Tabte 1 summarizes the likely impact of changes inthe 2024 BPS outcomes

on the fiscal projections.
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Tabfe 1: Fiscal Sensitivity to Key Macroeconomic variables, Fy 2024125 -
2027128 (Ksh billion)

Source of Data: Naliorral Treasury

5. The reduction of the projected real GDP in 2024 by one percent (from 5.5

percent to 4.5 percent) has the adverse impact of reducing revenue collection by

ksh 12.3 billion in Fy 2024125. Due to the reduced revenues, expenditures would

decline by Ksh 6.3 billion resulting to an increase in fiscal deficit by Ksh 6.0 billion

in the same period. This shock would persist over the medium term with the decline

in revenues more than the decline in expenditures leading to a higher than projected

fiscal deficit.

6. A shock of a one percent increase in the projected inflation rate for FY

2024125, from 5.0 percent to 6.0 percent, would result in an increase in revenues

and expenditures by Ksh 12.5 billion and Ksh 6.9 billion, respectively in FY

2024125. The higher revenues compared to expenditures would result to an

improvement of the fiscal deficit by Ksh 5.6 billion in FY 2024125. The impact of
the shock would persist over the medium term thereby improving the fiscal deficit

by Ksh 7.9 billion by FY 2027128.

7. A l0 percent depreciation of the Kenya shilling to the dollar would have a

higher impact on the revenues as compared to the expenditures. The revenues and

expenditures would increase by Ksh 21.3 billion and Ksh 3.8 billion respectively

in'FY 2024125 thereby reducing the projected fiscal deficit by Ksh 17.5 billion.

The effect of this shock would persist over the medium term with the increase in

revenues offsetting the increase in expenditures leadilg to a lower than projected

fiscal deficit. Fiscal deficit would reduce by an estimated Ksh 26.9 billion by FY

2027128.

g. A shock of l0 percent increase in the value of imported goods in the FY

2024125 would increase revenue collection by Ksh 14.0 billion in the same period.

However, the shock would have a negative effect on revenue collection over the

medium term due to change in consumer behaviour. The shock would not

signifi cantly affect expenditures.

g. Overall, if all the four shocks were to hit the economy concurrently in the FY

2024125, revenues would increase by Ksh 35.9 billion as the movements in

inflation and exchange rate would offset the risk posed by a slowdown in real GDP

e6l
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growth. The adverse impact of the shocks to expenditures would be significantly

lower compared to the increase in revenues thereby eliminating the fiscal risk on

the budget from macroeconomic shocks.

Assessment of Past Forecast Accuracy of Underlying Assumptions and

Budgetary Aggregates

10. Overall, the actual real GDP growth and revenue projections have been within
their respective set targets for the past three years with minimal deviations as

shown in Figure 1. However, expenditures have been performing below the target

leading to a lower than targeted hscal deficit.

Figure l: Deviations in Macroeconomic and Fiscal A regates

Source: National Treasury

I l. Over the peiod20l9l2o-2022123, the average deviation between the assumed

and provisional actual real GDP growth rates was -0.3 percentage point with a
standard deviation of 0.8 percentage point. With respect to inflation assumptions,

the standard deviation was at 0.7 percentage point over the four years, with the

largest deviation being recorded in FY 2021122 at 1 .3 percent mainly due to the

unanticipated inflationary pressures resulting from prolonged drought and extemal

pressures (Table 2).

12. The actual performance of fiscal aggregates against their targets was mainly

below target. Total revenue between FY 2019120 and FY 2022123 fell short of its

target by an average of Ksh 68 billion. This shortfall was from both ordinary

revenues by Ksh 24 billion and Ministerial A-I-A of Ksh 44 billion. The average

deviation of total expenditure and net lending between FY 2019120 and FY
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2022123 was an underspending of Ksh 193 billion. This shortfall was mainly due

to lower absorption in development expenditures by Ksh 95 billion and recurrent

expenditures Uy rcsn 72 billion. The lower recurrent spending is in line with the

fiscal consolidation programme by the Government that targets to curtail

unproductive expenditures.

13. The lower-than-projected spending on developmenl expenditure poses a risk

to the projected economic growth and fiscal plogram. In order to plevent this risk

from m#rializing and improve effrciency of public investments, the National

Treasury froze initiation ofnew capital projects until the completion ofthe ongoing

ones. The Public Investment Management Unit will ensure that all capital projects

are planned, appraised, and evaluated before funds are finally committed in the

sIcBtr

budget.

Table 2: Deviations in Macroeconomic and Fiscal Ag

Source: National Treasury

atcs

14. The Kenyan economy slowed down to a growth of 5.2 percent inFY 2022123

from a growtir of 6.2 percent inFY 2021122 mainly due to three major constraints

affecting the economy during the period. These included: Russia and Ukraine

conflict-that disrupted global trade leading to increased fuel, fertiliser and food

prices; the lingering effects of the COVID-I9 pandemic; and a severe drought

witnessed in the region and most parts of the country.

15. The economy is projected to recover to 5.5 percent inFY 2023124 with a 95

percent confidence level ranging between 7.1 percent and 3.9 percent at 0.8 percent

standard deviation. The economy is projected to grow by 5.5 percent ia FY 2024125

at a growth range of around 7.1 percent and 3.9 percent using the same standard

deviation at 95 percent confidence interval (Figure 2)'

16. There is a 95 percent chance that the forecasted total revenue of Ksh 3,042.8

billion in FY 20nJ24 will be within the actual revenue range of Ksh 3,216.8 billion
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and Ksh 2,868.7 billion and a 50 percent possibility between Ksh 3,103.1 billion

and Ksh 2,982.4 billion with a standard deviation of Ksh 77 billion. The Projected

revenue of3,445.6billionforFY2)24l25willfall atanactualrangeofKsh3,619.8

billion and Ksh 3,27 1 .5 billion at 95 percent confidence interval.

17. The forecasted expenditure of Ksh 3,904.9 billion in FY 2023124 has a 95

percent chance to range between Ksh 4,303.4 billion and Ksh 3,506.3 billion with

i Zt9.O tittion standard deviations. The expenditure is projected to increase further

inFY 2024125 to Ksh 4,198.8 billion and to range between Ksh 4,597.4 billion and

Ksh 3,800.3 billion at 95 percent confidence interval. The fiscal deficit will
therefore fall between Ksh 1,129.2 billion and Ksh 500.4 billion in FY 2023124

and between Ksh 1,018.3 billion and Ksh 389.6 billion in FY 2024125 ata95
percent conltdence interval.

Fi re 2: Confidence Intervals

Source of Data: Nationdl Treasury

SPECIFIC FISCAL RISKS

18. This section covers specific fiscal risk that Kenya faces and elevates the

importance of effective risk management. The specific fiscal risks include:
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a) Fiscal Risks Associated with Public Debt;

b) Fiscal fusks Arising from Accumulation of National Govemment's Pending

Bills;
c) Crystallization of Contingent Liabilities;

d) Fiscal Risks Related to Devolution;

e) Climate Change Related Fiscal Risks to the Economy; and

f) Other fiscal risks.
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a) Fiscal Risk Associated with Public Debt

19. Kenya debt sustainability is vulnerable to exogenous shocks e.g, export

revenue patterns and exchange rate. To reduce debt vulnerabilities, the

Government has committed to reliance of concessional borrowing to finance

capital investments. Additionally, a steady and strong inflow of remittances and a

favourable outlook for exports will play a major role in supporting extemal debt

sustainability.

20. Performance of the economy and public revenues has a direct impact on the

debt sustainability. A slowdown in the growth of the economy worsens the debt

sustainability indicators. Market pressures due to the monetary tightening in the

USA and Europe have led reduced access to the intemational capital market. This

may hinder the Govenrment from mobilizing resources to finance the budget.

21. High inflation rates stimulated high interest rates environment both

intemational and domestic markets making borrowing costly. This may hinder the

Govemment in performing liability management operation on its debt portfolio and

also increase the debt service costs on the existing portfolio' The Government will
continue to monitor the market conditions before performing any liability

management operations.

22. Limitedaccess coupled with illiquid international capital market and don.restic

market may hinder the Government's plan to finance the FY2024125 Budget. Thus,

there is need for adequate prioritizations and rationalization in the budget should

resources not be available. In addition, the on-going implementation of reforms in

the domestic debt market are expected to support Government against the

downside's risks emanating flom external debts as it provides an alternative,

though costlier funding source.

23. The risk of depreciation of Kenya shilting against major currencies may

increase in the cost ofdebt service as over 50 per cent ofthe total debt portfolio is

from foreign currencies. High interest rates have implication on the fiscal policy

as a largei proportion of revenue may be used to service debt. There is also

increased refinincing risk as most investors ofnew debt are increasingly preferring

short-term maturities due to uncertainty in the movement of interest rates.

24. Mateialization of fiscal risks and contingent liabilities arising from state-

owned enterprises debts remain a key risk to the budget. Continuous monitoring of
these exposures is critical to avert any risks before they materialize'

b) Fiscal Risks Arising from Accumulation of National Government

Pending Bills

25. The Public Finance Management Act,2012, Section 74(4) d states that an

Accounting Officer engages in improper conduct in relation to a national

gor"*-.rt entity if the officer fails, without reasonable excuse to pay eligible and

approved bills promptly in circumstances where funds are provided for in the

budget. According to Section 94 (l) failure to make any payment as and when due

too l
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by a State organ or public entity is an indicator of a serious material breach or

persistent material breach of the measures established under the Act'

26. Despite numerous Circulars and Directives by the National Treasury requiring

Ministriis, Departments and Agencies (MDAs), State Corporations to prioritize

payment of pending bills and the requirement that pending bills should form the

first charge ofthe budget, the level ofcompliance has been very low'

27. Thetotal outstanding National Govemment pending bills as at 30ft June, 2023

amounted to Ksh 567.7 billion comprising of Ksh 443.8 billion for State

Corporations and Semi-Autonomous Govemment Agencies, and Ksh 123.9 billion

in rispect of Ministries, Departments and Agencies as shown in Table 3 and 4'

28. The National Treasury has devised a strategy to avoid the persistent problem

ofpending bills. The strategy involves verification ofthe current stock ofarrears

ana iaentitylng their underlying causes. This will help the Govemment to bring the

issue of pending bill to finality by identifuing system changes necessary to avoid

accumulation of a..*r. Towards this end, the National Treasury with the approval

of the Cabinet has established a Pending Bills Verification Committee to carry out

a thorough analysis of the stock of National Govemment pending bills'

29. The Committee will identifu causes of pending bills and make

recommendations on policy, legal framework and procedures it considers

appropriate to curtail escalation of and avoidance of pending bills. The Committee

wiil aiso identifu the causes of the pending bills and make recommendations to the

National Treasury on the necessary actions to be taken for satisfactory disposal or

settlement of the identified pending bill.

30. In addition to the above, there are other special aleas pending bills which

include:

a) Pensions Arrears: The Retirement Benefits Regulations require pension

contributions be remitted to a custodian or guaranteed fund within ten days

of every calendar month. According to the Retirement Benefits Authority'

as at 30th June,2023,, the outstanding public sector schemes contributions

amounted to Ksh 40.8 billion excluding penalties and interest charged for

late remittances.

b) Legal liabilities: The legal rears are handled by a taskforce in the Office- 
of ifre Attorney General and Department of Justice. As at June, 2020,the

total legal bills amounted to Ksh 150.95 billion. It is notable that legal bills

are very fluid and some have since been paid while others have arisen from

court and arbitral awards.

c) Tax Refunds: The Kenya Revenue Authority had reported tax refund claims

amounting to Ksh 16.34 billion as at 3l't October,2023 comprising of Ksh

2.75 billion income tax and Ksh 13.58 billion in respect of VAT'

ST,GBTI
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Table 3: Status of Pending Bills for National Government MDAs as at 30th

June,2023
Pcnding Bilhr!.l30li Junr AIA

PdorYem Iohl

Pcndir4 Billl n
rl30tr Junl2023

Oubhnding

Bilh n d t0tt

Junc[23

Eilb lncuncd in lil
Fr202.23lndigibh

Bitb

fundingDilhn

n3fih hm

$n

Anrount Ptid in

th fl2t2tj23

Ld$t

Srbmhion

tDcA

i(:hsXrhs l($sltuhs l(rhsl($s

Vote l,liniilry/ Mc DeprltnenU Agemy

1lfr3 S6,S1{8flm078 3180.111.16S11 08 20231011 ile Pmdency - llamh l letqollar

1861000ts{997$25722209713131218 $39$1011 HO

$.825$8 38 825 5881108 m231012 Ofim of$e Presidenl

1{082i231013 ffie ol lhe ftime Cabtnel $udfly

fi0020231011 S& Deprtnenllu PaiuneMy Afa$

fi$m23$& hpfll,red k Peftflrm, and khety l'{anegemenl

11S 20231016 $de hprtllet{ h Cabtnd Afrn

1108 8231011 $ele House

r171.477.$7 2,18,$5.1$$$.67m2m$52163m.623.109$* Depetrflt h kbttd Suty E NdsulAdfltrdrffr

r$53r8121552.m51925(l72081ir3 W hra,herf h Cotedmd strvrc6

r 313.2r[ 10r l3r3200${1{ 07 2023$* hoefired h kmrsddr md Cuell S oes102{

6m$7n2{ 11$7$218169i0X{r816 970 3$26072023106 l,l&nd PokE Seiloe

12r8217ffi61232 8i{ 8}$ 15.$2.271/3285rht$rp kpafisxh Detolulm1032

55512b.9l33lU 6898093.131097,71{ 2r{07$527 01202310$ Slale kprurotthhe,qSAls md Regmd 0eveloprri

9,78?,30782,l1.7$0162{017 07 2023 17$.016,2{0Ilnrsty ol Delence10{1

2m?31901r3661799m70r 16199670r,161,S$1108 2023II,TJ $& kpamenllu Fotetgn Alles

92 r&r $217072023Sde oepa/0lrrt fu Dmrya Albn1ffi.1

14072081t$r Sde Deprnrd h Voced rd IdnH Tnmg

15Sffi6&)10.16J$7 118 Cil328rlls $7m0t202351* kprfulb HBlu Edudo and Reserdt

6mm l$0$512r8m1226 07 2023 18A82Sl* Deprtlrs{h B3st EdrJol
6ruS.m3 &53 562,15r2&t5,$2.8732&$.$28731707208107r ile lldurd lreary

1676m 5189,S33,513,$308082023 3513$31i72 $* Oep/ttt i h Emorilc flErfltg

5.m.921$8951751.fri95m170{S5m,170.,1{803 08 20231m2 $# Oeprtnenl h I'ledral Sames

268,143,712268,143.712
1m3 h Publr Heah ad ftohsiond $andrds51* 0epatmd

0s0820231091 Sl*DedmenlbRods
6,A9m,305102,018.0296,r{7 212,2766,147,212276[0720231092 SHe Depalmed h Transpoti

ilm.1809000,2m 1776$09m2m07072023$e Departnr{ h Stttppttq md lleirme Alai61003

2{4$h.870 r,0{8.{$J27803m$7fi082023 m809$l109r SLb OqrtDed h Pubh fioils

2 82r 8[5.972r,{57,9ilmr3$6 $r76913$${,7692$ 0r 20231tE $de Detsrs{b llo,,rrU E Uba krelopmert

216287ffifi7160$121168 127090810231it! S*Depd,rrdhllde& Saho4

110r $ekpdnsthhdon
m082023IJJI $eDepxhedhtote$y

1$1565612.1.15115121451r51009 2t23t$r h Enrimrnl I Clim* OepSlde Depetmt
745S1,5S178171516$7,{S.0rr0{ 08 20231112 h Lands ad Physrcal PlrmngSlale Deprtneil

+r5.152.791 [3{.681,28irs.528J$18958.,1952607 20ZJ11U $# hpdnna{ br hhrndm fommmrcdot Tednology E Dqbll

r,30i2$,429r3ffi256,481S52$,129[072021123 TelemmlnunidonsSlah hprtmdhBmadcaSq I

I II

-II
-
- II

r

II I

II I

III

-

rII

IIII

-

II
III

IIII

III

III

IIII

I-I-

10r l

stcRr
2024 Budget Policy Statement

SECBTT

A:FaEF:P"r.0
B

1rm2023

101i

2{07208

25072023

866689572

970t$7Ul

92r84$2

21n,nn

27168121

11ffi208

71011.$l

$7,{$01{



I

Vot! tini ry/ $n! orprdmcllu&rncy

Ld!!t

Submi!!ioo

Bilh a! d 30th Jun.2023

P or Y?ur Sill! incurrd in$.
t4.23

Tobl oubnrdiog

Pcnding Eilb rt
rt 3tr$ Junr 2!23

Pcnding bill. r!
rl 3,0$ JUD?

nn

Amosnl Pr'l|, in

tE FYrt22nl

lncligibl.

Bill!

Orsnding

Bilb D rt 3ati

JunrO23

A B c D E=8.C.0 F G=Eli

K!h! (th! X!h! X!h! X!hr l(!h!

r 132 $fe DepafiEd b Spqb 1.1,{2,662,S0 1.r12,652980 18.160.79r ,.1m 823.fl

113t Sre oepeiftrl b Cutue rrd Herd4e 24 fi.n23 48.65.{1{ 12 132 0t2 35,9A,3r2 10.661.912 45 588 31.r

1152 St e oepafired lor Ene8y 25fi n23 919..189

1162 Me fueioed bl Liredod Derebgmn[ 21 07 2023 189,$1.m7 1t.421.438 32,206,769 212.210 511 241,417,31r

11N Slde Depahed lor CDp 0elelopmenl 2!01N23 12568.310 395 12,568,3{0.395 3,505.719 805 18,074.0m.I0

$te DepatrE t b tE 8be Econony a1d tistElEs 109.1Q9 310 1m,199,310 47.5{1.1I 156.740,J21

1173 SUe Depltn€,i b Cooperi! es 25 0i.m23 11,40r.0!E 1t,r0t 0s

117t S& Dep{fiEd h Trad€ ffi 08 2023 38 152 189 38452.189 14,3{i,415

1175 $le oepd{tEd b hl5uy 01 m I23 25 rB lm 25,104.,r02 57,t21,91 u.826 3A

r176 Srb Degadnenl h Hi:o. $naI a1d t'ledium E4qqEqDevelFr 11 08 2023

tfi gde 0eprtned b. hlesfiEnl Prcrdion 17 07 2023

118r SCe DeBtnenl b lrbout $d Skills oeveloFne.l 2101 N23 24 619 X]{ 21,619,3!r 81,792.765 106,412,m9

11&5 $le Deprtnert ftr Smd Prcledofl ed Senlor C uens Af,?[s 01 08 2023 82045.719 82.015.i19 11.3{1,625 93.3S.344

1192 Sle DeDatlteil lo{ Llnh! n n21 {6 393 588 46.393.688 59,781.178 106.r75.166

S& o€patmr h Petobum 21 07 8A 31.076 5r{ 172.759 397 173.36I.397

17i2 $le Deprfireil b Totngn 6fi nn 118r8 628 17.8{8.628 53,163,575 r, 0,7 m3

1203 $te oepelm€d b lvildl s 1707 m23 2.715.S7 16r 2,715,S7,161 2 7'5 9r7.161

1213 Sre Dapatned b Publc SeMce . YS 28Mn2) 11578.189 581 11,5i8,189.581 14 578189 581

1213 SUe Depetned lu Pubhc Senice - HQ 2101 202X r 178.128.90r r.319 549 680 1i8 579 2m 407.m7,072 556.381 232

1112 gie Dartmrt b oetrder rd Affive Adon 21 07.2023 5 032 816 5,032,816 21.S{7,S8 26 980.72{

1t35 S& oegrfiE h Yo(dl Afrts end fie Arls 3107 2023 66.186 27i 66.1S 27r 26 mr 836 92 218 101

1U1 gie Deprtned h Ead ,\tEal Coffxxt(y ull na 16172 880 51,S4,1&3 6i 610 083

1232 SCe Ler 6ce a{ D€oztned ol Justce NAt 20n 52 782 0r5 52 r82 0{6 52 782 0{6

Ihe Judrsry 3107 2023 223 2X517{ u3,ru.i1 3i5.389.615 558,621,849

Ebis and Ant Colludon cornEsm (EACC) 17 07 m23 35 051 0r3 35.051.073 124.m,111 159059.187

1281 Ndbnalt{elheic, Se 'rce (NlS) 10 07 2023

1291 ofi.e d tE Diredor ol Pubh Pmseqjtons 21 07 m23 31.0r7,79r 147.063,151 178,M.9r9

13ll &ce oltB Regist'r o{ Polld Pates 11 07 m23 37 216 027 37.216.027 1J61.6{9 38,707,676

1321 Yfiress hedioo Aooncy 21 07 2023 2,{16,383 2416 383

ml1 KaD? t{aod Comlssim oi Hulrl Rb s 18 07 2023 12888.5r3 12.888.5r3 4.103.40{ 10,991,917

:(121 NCird Lerd Cqrnrssfi 0r 08 m23 53r.1$.362 53r.1$.352 216.0S.N6 717.586.400

2031 hdepended Eledod ard Eoudres hmmisspn 03 0t 2023 1 8015$.670 1.80t,55.670 3,618.r65,970 5,122.76r,6i0

n41 Prl'enentry Se.vice Commission 1{ 08 2023 152.811.517 152,811,517 2{0114.048 393,28,5[5

M2 Nalbul,cssdnbv m 07 2023 290 665 301 2n .191 .1 13168.103 r7.163,826 30.631.9n

2013 Prlrenqrtry Joi,rl Se.,Ices 5{0 153 628 54t.1$.64 876.3r5.5f1 1,416,469,r9r

21!1 Seode 1108 2023

ru1 Ididd S€.vrce C{xmi$bn 1107 m3 18,781.91r 18.78r.934 3,59r,271 2.376 209

m1 Cdrnirsbo ol RersxE Atrocdoi 2,767.S33 2,767.933 6.561,72 9.329.76

m71 fublic Savice Cofltdsslo! ,107 2023 m 607 562 58.733.17.{ r 8it 388 i{.0m.{m 3{ m9.4m

2m1 SCiies sd RemuErrrco Co0rnbsi)rl 07 07 2023 /!1.160 744,160 2,303,651 3.0{r 811

2091 To€dlgs Servce Coflnisson 0r08 m23 2.578.r2l.886 2,t8 r27 886

2101 NCixd Polce S€.,rce Co.flBssron lr 08 2m3 5212

u11 tudbl Ge0ed 21 nn 10, t{ 901 107.574.S1 28.1r8,i8r 135.693.685

2't21 Co.trolb ol Edgd u. nn 2.$9.0m 2 953 0m

213r Ca.missh ol AdfiilEtrle Juslbe Ann 5,5X3,192 .fl8.7m 5,m4.792 6,69r,879 1r II9 671

2141 tlirqd Geidsad Eqlraly Cofftssort

2r51 hdep€nded Polu$ O/olsE[ Auhottly m 08.2023 g8.li9 413,179 4,t8.179

6RA'ID IOA' ,5,213,269,U7 10,N1,580,619 2,t01,61t 75,219,2E6,74) lt,526,115,880 123,*5,$2,651

Source: The National Treasury

103 I

stc$[T
2024 Budget Policy Statement

st0Btr

02ts.423

31.017.79{

03 08 2023

07 07.m4

24.07 2023



STTTTI

Table ,l: Pending bills for the Month of June 2023

Source: National Treasury

Payables Principal Amount Penalties lnterest Total Amount

Projects - Contactors 154,480.154.766.27 4.562.516,255 92 159.042,671,022 19

Proiects - Consullancy 3.Or2.108.482.50 11 .867,878.07 3.053.976.360 57

Proj ecls - Land Compensation 12.5-{5.609,736.06 0 .t2,545.609.736.06

Pro.iects - Retention/Contacl Monies r .110 743.809.82 0 1.{10.7.{3.809 82

31 072.55{.614 26 0 31.072,5t1.614 26

Ofter Conbacled Services 13 144759.407 21 0 13.1+4.759.107 21

Utilily-Watet 312,123.389.39 0 312.123.389 39

Utility-Elecbicrty 1.577.003.357 06 0 1,52/,003,357 06

Pension Anears - Employer Contrbution .11.920.891.023.67 13+,294,244 92 42.055.188.268 59

Staff Loan Deductons 1.781.223,n6.99 0 1.781.2X.n6 99

2.358,663.3s6.36 145,432.051 2.504,095,407 36

Personnel Emolument Anears 8.924.842,092.35 0 8,924,&12,092 35

Dividends 781 ,220,517 .n 0 781.220.517 30

Surpluses 226.733,866 0 226.733,866.00

Cash Call r00.000.000 0 100.000.000 00

1.372.327.'.t0 0 4.372.327 10

Fees 792.633.312 0 792.633,312 22

NHIF 33.291.18.1.07 0 :x1.291.'184 07

165.588.031 05 15.875.809 181.463,&10 05

HELB Deductions 1,014,674 59 1.014,674 59

Levies

Land Rates

1,551,553,567 ',|8 0 1,551.553,567 18

197,936,088.55 ,11.864.299 239,800.s87 55

Lease/Rental 55.969.384.05 0 55.969.38.r.05

Taxes, Value Added Tax 8.832,395.646 25 1 ,898,141 8,834.293.787.25

Taxes. PAYE 20.00'l .31 1 ,7,+8.04 157.096.1.t9 20,158.407,897 (x

Taxes: Corporation lncome Tax 673.742.117.00 0 673,742,417 W

61.252.143.25 0 61 ,292.143 25

Taxes: Excise

Taxes: Witrholding Tax

Licenses

10,668,1'11.585.00 0 10.668,11 1.585.00

1.493,504,162.12 681.882 1.494.'t86.0{4.12

J08.987,662.61 0 408,987,662.64

Pension Actuarial Defi ctt 4.171.996.241 579,612.000 4.751.608.241 00

87.481,243 88 0 87.481,243 88

Lfigation Costs J99,640,427 39 0 499.640.427 39

Principal Paymenls - GoK On-Lent 15.067,192,127 920,400.699 79 15,987,593,426.94

Principal Paymenls - GoK Direct Loan 1.114.022,629.46 0 1.414.022.629.46

lnterest Payments - GoK Direct Loans 13.9y..407.279 0 13,954,407.279 00

Principal Payments - Commercial Loans 7 .481 .525.079.79 1,094,4M,705 8,581.992.784.78

lnterest Payments - Commercial Loans 6,376,024.199.19 3.093.683.385.35 9.469,707,584.54

Bank Overdrafl 5.112.898.649 85 0 5.112.898.S49.85

Letter of Credit 280,650.284 0 280.650.284 00

Total €3,072,180,88!).06 10,759,687,500.04 4{},831,868,389.'t0
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c) Crystallization of Contingent Liabilities

3 1. Contingent liabilities are potential liabilities that may occur depending on the

Outcome of uncertain future event. They are not reflected in the BPS financial
position but must be given adequate disclosure. However, a contingent liability is
Only recorded in the financial statements if the contingency is probable and the

amount of the liability can reasonably be estimated. Contingent liability can be

explicit or implicit. Explicit contingent liabilities are specific Government

obligations established by law or a contract authorized by law. The Govemment is

legally mandated to seftle such an obligation when it becomes due. On the other

hand, implicit contingent liabilities represent a moral obligation or expected burden

for the Govemment not in the legal sense but based on public expectations and

political intervention.

32. Contingent liabilities are frequently not recorded directly in the budget and

thus are not subjected to budgetary oversight. These could lead to poor

guantification of Contingent Liabilities and the possibility of large unplanned

expendifures if the guarantee crystallizes. There is need therefore to monitor these

contingent liabilities to avoid fiscal difficulties in the budget year in the event they

happen.

i. Government Owned Enterprises (GOEs)

33. Under the State Corporations Act, Govemment Owned Entities, formally

known as state corporations, have legal capacity to contract debts and other

liabilities to finance their requirements. Approvals to procure such loans however,

must be obtained from the Parent/line Ministry with concurrence from the National

Treasury as per the requirement of the State Corporations Act. Govemment loans

to GOEs are either direct or on-lent. Direct Loans refers to the loans that the

Government loans to GOEs from the Exchequer resources while On-Lent Loans

refer to those loans that the Govemment borrows on behalf of GOEs.

34. While Govemment at times has stake in GOEs and GLCs, its contractual

Obligations may be limited. However, due to strategic nature of those entities in

view of the national interest and the overall impact of their failure to the economy,

the Government may be morally obliged to bail out these entities in case they are

in financial distress. This may pose serious fiscal risk and challenge to budget

implementation.

Governance

35. The Government has continued to strengthen GOEs corporate govemance

through Mwongozo guidelines and subsequent trainings on the same, to improve

govemance. Further, the Govemment recommended establishment and

operationalization of audit committees and risk management frameworks for

Government entities including the GOEs. The Public Finance Management Act

and the Public Audit Act are geared towards enhancing effective financial

management and oversight for efficient delivery of strategic objectives by

Govemment entities. ln addition, the Capital Market Authority issued Regulations

under the Capital Market Act (Cap 485) on code of governance requirements to be

los I
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observed by all companies listed at the Nairobi Securities Exchange (NSE)

including iirt.d rtut. corporations. These have enhanced accountability.

transparJncy and full disclosure of companies listed at the NSE part of which

include the listed GOEs and GLCs.

Privatization

36. Government Owned Enterprises face a number of challenges including: i)

Inadequate capital for investnents and working capital due to dwindling

Government Resources to invest in those entities; ii) Limited expertise in

Government on business and Commercial operations; iii) use of outdated

technology due to lack of capital for investments; iv) Dual mandate of regulatory

and commercial functions in some entities; and v) Government crowding out the

private sector in production of good and services hence lack of competitiveness

leading to inefficiencies; among others.

37. In order to address the challenges faced by Govemment Owned Enterprises,

the Govemment has embarked on the process of privatising and restructuring of
these entities. Following the enactment of the Privatisation Act 2023, the

Government is desirous to fast-track the privatisation of Govemment-Owned

Enterprises (GOEs) and Govemment Linked Corporations (GLCs). As part of the

p.o".r., the Government has identified and proposed eleven (11) entities to be

included inthe 202312024 Privatisation Program, in line with the provisions of the

Privatisation Act 2023. This privatisation is geared towards the Government's

efforts for fiscal consolidation and spurring economic development through:

Raising additional revenue; Reduction in the demand for Government resources;

Improvement of regulatory framework in the economy by unbundling regulatory

*i .o*-.."ial functions among some entities; and Improvement of efliciency in

the economy by encouraging more participation of the private sector hence make

the economy more responsive to market forces and competition; among others.

Fiscal Risk Analysis of Government Owned Entities (GOEs)/State Corporotions

38. GOEs can be a major source of fiscal risk to public finances if they

underperformed financially. In FY 202112022, fiscal risk analysis was performed

on a s^ample of eighteen GOEs whose report identified and disclosed the fiscal risk

exposure to the Government.

39. In the eighteen major GOEs, detailed financial evaluations and the assessment

higtrlighted a number of fiscal risks that could materialize. These stem primarily

frJm Iiquidity challenges resulting from unfavorable revenue and economic

performance. They also reflected a high liquidity risk demonstrated by their quick

iatios. Cunent ratios being less than one, implying their inability to service short

term obligations as and when they fall due. Subsequently, fourteen (14) GOTs were

found to have accumulated sizeable arrears/pending bills. These GOEs were

chosen, given their size and strategic importance to the economy and society, thus

holding high implicit risk to Govemment in that many of them are too strategic to

fail.

40. ln2023/2024FY, the National Treasury is undertaking financial evaluation

for fifty (50) GOEs, using their 202212023 FY audited financial statements and

report iheput come to the fiscal risks Committee by end of June 2024. Further, the
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National Treasury has customized the IMF Health Check tool in the Govemment

Investments Management Information System (GIMIS) that is being applied in the

process ofundertaking the hnancial analysis.

41. Debt stricken GOEs, constifute a potential source of fiscal Risk. However, the

Government is cautious in issuance of guarantees and other support measures to

State corporations upon such requests. However' as the principal owner of all the

GOEs, the Govemment is naturally the underwriter of the risks that they face.

42. The National Treasury has guaranteed a number of GOEs and GLCs' As at

30ft June, 2023, only three entities had their loans guaranteed by the Govemment

amounting to approximately Ksh 170.229 billion, amongst which are the Kenya

Airways loans which were as a result of novation of the Company's loans taken

over by the Government.

43. Total undischarged GoK Loans to GOEs stood at Ksh 961.683 billion by the

cnd of the Fy 2022123 compared with Ksh 916.762 billion reported in FY 2021122.

The commercial loans borrowed by some of the Govemment Owned Entities on

ttre strength of their balance sheets amounted to Ksh 105.523 billion in FY

2022123.

44. Pending Bills among the state corporations remain high, with records shorving

Ksh 443.596 billion as at 306 June, 2023. Some of the major pending bills include;

Unpaid contractors' fees for capital projects at Ksh 159.043 billion, undischarged

tarobligations amounting to Ksh 41.890 billion and unremitted employer pension

contributions at Ksh 42.055 billion

ii. Public Private Partnerships (PPP) Projects

45. As one of the strategic and sustainable approaches towards managing the

current pressed fiscal space in meeting the planned development and investment

targets of th" gor.--ent, Public Private Parbrerships is key in realizing fiscal

affirdability and sustainability for public infrastructue funding. This is by

enabling govemment access to a more diversified less risky funding, off-balance

sheet financing, providing Govemment with flexibility to re-allocate its own

revenues to the urgently needed infrastructure development projects- The

Government has dedicated its efforts in supporting projects with greater economic

impact like on low-cost housing, provision of water, improving agricultural

production, promoting decent healthcare services, ports, roads, energy sectors and

ihe development of Special Economic Zones (SEZs) as per the BETA priorities'

46. Currently, the PPP Directorate has a pipeline total of 31 projects at various

stages of the PPP project cycle, with most of them being at procurement stage.

Wilth these PPP pipeline projects, the Govemment envisages mobilizing Ksh 50

billion within the next FY 202412025. With the Government's focus in achieving

most of the infrastructural developments through the PPP framework, it plans to

work with the private sector to develop projects in priority sectors which include

Water, Transport, Ports, Housing, Industrial parks, Renewable energy'

Agriculture, ICT, Aviation, Hospitals, amongst others.

47. The summary of the targeted sector projects is here below:
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a) The Water sector - rolling out of water and irrigation projects for the next
financial years has started with a number currently under the project

development stages. Most of the projects in water and irrigation are being
prepared as Privately Initiated Proposals (PIPs);

b) Energy sector - there are two projects under PIPs to support electricity
transmission lines currently under project development phase (i) Africa 50

covering 165 km-400KV along Losuk - Lessos; Kisumu - Musaga 72 KM
-220Ky. The Project is estimated to cost USD.313.25 million (Ksh 44

billion); (ii) Adani Energy Solutions Ltd planning to do l97KM - 400KV
along Gilgil - Thika - Mala * Konza; l0lKM-220KV along Rongai -
Keringut- Chemosit; 90KM - 132KV along Menengai - Olkalau -
Rumuruti; 4001220KY sub stations at Lessos and Rongai; and 132l33KV
thur-dibuoro substation. Estimated cost USD 907 million (Ksh 127 billion);
and

c) Roads and Transport sector - Mobilization of private sector resources to
develop and expand key trunk networks in the country, such as the
Mombasa-Nairobi Express way, which is at advanced stages of
preparations, having been granted I st stage approval by the PPP Committee
recently and therefore ready to progress to project development phase.

Estimated cost is USD 3.6 billion. There is also JKIA Terminals 1E and 2E
which are at Feasibility Study phase, with the project implementation
targeted to commence inFY 202412025. The Roads and Transport projects
are intended to alleviate congestion, improve safety and enhance
connectivity to boost trade and investment.

48. There are potential fiscal risks associated with the Public Private Partnerships
projects including possible breaching ofcontract obligations, unfunded additional
obligations and those stemming from movements in inflation and exchange rate.

To mitigate these risks, the Govemment will reduce implementation bureaucracy,
strengthen PPP institutions, improve governance, promote the framework for
balancing risks with affordability and value for money while guaranteeing rapid
service delivery through cutting down execution timelines and promoting local
contents for greater national value capture in PPPS.

49. As part of de-risking public investments in respect to capital mobilization for
infrastructure development, the Government will continue to provide Government
Support Meastues (GSM$ to private investors in PPP projects in the form of
Letters of Support (LOSs), Partial Risk Guarantees and Indemnity Agreements. To
date, a total of fifteen projects have been issued with GSMs.

los I

c
t f;frFT

2021 Budget Policy Statement

d) Fiscal Risks Related to Devolution

50. County Treasuries are required under Section 107 of the PFM, Act 2012to
manage their public finances in accordance with the principles of fiscal
responsibility. Among the fiscal responsibility principles set out in Section 107 (2)
is the requirement for the County Treasury to manage its fiscal risks prudently. A
number of fiscal risks that require prudence in its management by the County
Govemments are as follows:
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i) County Govemments borrorving through overdrafts from commercial banks

and other loan facilities (using different names for the financial securities)

without guarantee from the National Treasury;

ii) Pending Bills for Statutory deductions more especially pensions posing a

huge challenge to the social security of the pensioners who may retire

without a pension;

iii) Delays in enactment of crucial laws for the County Governments (both at

the county level and the National Govemment level);

iv) Overreliance of the Counfy Governments in equitable share which exposes

the counties to fiscal shocks occasioned by delays or failure by the National

Treasury to raise the projected revenues;

v) Below potential OSR which results to unfunded budgets resulting to

accumulation of pending bills; and

vi) Accumulation of pending bills over time.

e) Climate Change Related Fiscal Risks to the Economy

51. Kenya is currently experiencing the effects of climate change, and this is seen

predominantly in increasing temperatures and increased rainfall variability among

other impacts including sea level rise. Average temperatures in Kenya have

increased by just over 1 degree Celsius since the 1950s. The National Environment

Management Authorify of Kenya (NEMA) I notes that the average number of hot

days and nights per year have increased by about 15.6 percent and 31 percent

respectively between 1960 and 2003. Kenya has also experienced increased rainfall
variability with an increase in both extreme rainfall events, droughts and a

Shortening of seasons coupled by an overall decrease in annual rainfall amounts

over most parts of the country. Precipitation pattems vary across Kenya, with
highland areas receiving heavy rains, while low plateaus and arid areas remain

relatively dry. Since the 1960s, rainfall variability has increased, exacerbating the

contast between the higlrJand wetter regions in the west and lowland dryer areas

to the east. Observed extreme rainfall events have become more common and

intense, with more prolonged periods of drought in arid areas since 2000 (NEMA,
201s).

52. The main climate-related natural disasters that adversely affect the population

include droughts, and floods. Major droughts now recur roughly every 3-5 years

compared to a7 -year cycle observed in the past. Figure 3 shows the recent increase

in these events. These events lead to increased food insecurity, water scarcity,

reduced economic output, loss oflife, loss ofbiodiversity, resource-based conflicts

especially among pastoral communities, and increased damage to infrastructure. A
recent severe drought was experienc ed rn 2022-23 (following 5 consecutive failed

I National Environment Management Authority (2015). Kenya- Second National Communication

to the United National Framework Convention on Climate Change. URL:

https://unfccc. int/sites/defaulVfi les/resource/I(ermc2.pdf
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Figure 3 Ann ual Frequency of Natural Disasters in KenY a,1982-2022
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rainy seasons), comes after severe flooding in20l9-20 (\{MD 2022;2023). Recent

trends have shown an uptick in these events, and climate change is expected to

further increase the frequency and intensity ofthese events'

Irl The Intemational Disaster Database (EM-DAT), available at: https://www.emdat.be

Source: IMF Clintate change dashboard, EM-DAT{|1, CRED / UClouvain, Brussels, Belgiunt-

53. Climate impacts are spread variably across the country, with geographical

features in Kenya resulting in diverse climates across the country. In general,

coastal areas are warmer than the milder temperatuIes in inland and highland areas'

Precipitation is affected by altitude, as well as by teleconnections with sea surface

temperatures that increasingiy are warming, tropical cyclones and advection from

the congo basin. As such the westem highland regions experience higher

precipitaiion, while eastem low-lying regions receive lower rainfall amounts on

uu"rug. annually. Therefore, a thorough examination of the evidence and impact

of climate change across various regions will be important in determining the

impact of specifrc fiscal risks and appropriate mitigation and adaptation measures'

Long Term Climate Change Fiscal Risks

54. Rising temperatures associated with climate change will have increasing long

term impJcts foi both the economy and sustainability of public finances, increasing

fiscal riiks. The impact of higher temperatures on economic growth is assessed

based on empirical analysis of past temperature changes on growth, and the

consequent impact of slower economic growth on fiscal projections to assess

building fiscal pressures. The assessment of the impacts of climate change is

undertien through to the end of the century, given the slow onset nature of climate

change impactr oi th. economy and public finances, which builds slowly over time

to result in significant, compounding impacts'

55. The analysis demonstrates the impact of four different scenarios of

increasingly sivere climate change impacts, against a baseline which reflects the

continuation of the current economic and fiscal path in the absence of climate

change. Table 5 describes the scenarios and expected increases in temperature

globally and for KenYa.
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Tabte 5 Climate Change Scenarios Kenya

56. The impact of climate change reduces GDP growth through lower productivity

growth, through several transmission channels, with more severe climate impacts

issociated with larger reductions in GDP. Key transmission mechanisms include:

i) Higher depreciation of the public and private capital stock. Higher and more

volatile temperatures and changing precipitation will degrade roads, power

transmission lines, machinery and equipment and floods and landslides can

damage or destroy assets, all ofwhich degrade the capital stock'

ii) More fiequent and severe climate induced natural disasters. Kenya

experiences floods, droughts and landslides. Increases in the frequency and

severity of these events would be expected to lead to more adverse economic

outcomes.

iii) Reduced hours worked and effort. Hotter days can reduce productivity,

through decreases in the number of days or hours employees are able to

work effectively and may also result in worsening health outcomes

(including through increased spread ofdiseases such as malaria, cholera and

typhoid).

iv) Other longer-term effects on economic structure and productivity. For

example, in a relatively worse climate scenario, certain sectors such as high

value-added agriculture (reduction in yields) or tourism may be affbcted.

S,BiI

1.01.0
This scenario aims to limit the global

temperature rise to below 2o C above pre-

industrial levels b the end ofthe cen

Paris:
ssPl -2.6

1.61.2

In this scenario, emissions follow current

trends, peaking and stabilizing by the end of
the century. It assumes that countries will
maintain their current climate mitigation
policies but will not take additional actions

to meet their Paris Agreement
commitments.

Moderate
ssP2-4.5

2.21.4

Countries reduce their current climate

mitigation efforts, resulting in limited
energy efficiency enhancements and

continued reliance on fossil fuels.

High:
ssP3-7.0

2.91.9

This scenario follows the emissions path of
the high scenario. However, it adopts the

90th percentile of temperature increase

among all climate models for the SSP3-7.0

emissions, rather than the average

roiectrontemperatue p

Hot:
ssP3-7.0,
g0n,,

percentile
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57. The assumptions underlying the analysis is labour productivity growth at 3
percent, inflation 4.9 percent, effective interest rate for public debt at 7.2 percent

and assuming the debt to GDP ratio is maintained at around 55 percent of GDP in

line with the debt anchor.

Macroeconomic Impacts of Climate Change

58. Apart from the Paris scenario which sees a marginal improvement in the level

of GDP and growth (increasing the level of GDP by 0.5 percentage points by 2100'

under each of the other climate change scenarios there is a compounding decrease

in annual GDP growth and the level of GDP. Although reductions in growth rates

are small in any given year, this compounds significantly. Under the hot scenario,

GDP would be 4.2 percentage points lower than the baseline by the end of the

century (Figure 4). This is in line with estimates impacts for other similar countries

in the region.

Fi re 4: Macroeconomic Effects of Climate Chan e 2013-2099

Percent Level GDP Loss Percentage point Variation on Labor

Productivity Growth
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Source: Q-CRAFT

Effects of Climate Change on Fiscal Projections

59. Based on an assumption of unchanged expenditure against baseline, and

declining revenue in line with the lower levels of GDP, the primary deficit

increases under each scenario except Paris, leading to an increase in net borrowing

and the debt to GDP ratio @igure 5). The resulting deterioration would require a

level offiscal consolidation (either expenditure cuts or revenue increases) to ensure

finances remain on a sustainable path. Given the need for increased spending on

infrastructure and human capital to promote growth, this could prove challenging.

lizl
STfiil

Deviations from the baseline (growth
rate), percentage po ints

Deviations from the baseline (levels),
percent
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Fi ure 5 Effects of Climate Chan e on Fiscal Pro ections 2013-2099

60. Under the hot scenario, the primary balance in 2073 increases from -0.4

percent of GDP under the baseline to -7.2 percent of GDP in 2100. Under the

baseline and Paris scenarios the debt to GDP ratio declines in line with the target

Of 55 percent of GDP in net present value terms, which would also be consistent

with national debt anchor. However, the compounding effect of higher fiscal

deficits over an extended period of time would see the debt to GDP ratio breach

the current target under the hot and high scenarios, and under the hot scenario

would rise by 22percentage points against baseline, reaching 76 percent by the end

of the century, similar to the current level (Table 6).

Table 6: Fiscal Im acts of Climate Chan e

61. The baseline scenario requires a modest fiscal consolidation of around 0.1

percentage points of GDP over the projection period to ensure a stabilization ofthe
debt to GDP ratio. Climate change would raise this burden to 0.7 percent of GDP

(Table 7).
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Primary Net Lending / Borrowing
(percent of GDP)

Primary balance (% of GDPI 2021 2050 2075 2099

Baseline 1.2 -l.l -0.4

Paris -0.6 -0.4

Moderate 1.1 -0.7 -0.4

High -1.2 -0.9 -0.8

Hot -1.3 -1.2

2021 2050 2075

Baseline I 3.5 53.2

Paris 52.4 51.7 51.6

Moderate s2.8 53.3 54.4

High 53.8 57.3 63.8

Hot 55.0 62.7 76.0

T.

Debrto-GDP Ratio (percent)

-0.7

-1.1

-1.1

2099Debt-to-G D P r atio (o/")

s4.t52.8



Table 7 Recalibration Requirements to Stabilize the Dcbt to GDP Ratio

Specific Fiscal Risks from Climate Change

62. Specific fiscal risks arise from the exposure of the govemment budget to

natural hazards and climate change risks. A specific risk relates to a situation that

may or may not occur but if it did could negatively impact assets, Iiabilities and

gou"*.ti spending and revenues. Unlike the slow onset risks described above,

i-h. i-pu"t olspecifrc fiscal risks could be significant in the sort-term. There are

two key types offiscal risks ofconcern:

i) Direct physical risks, for example landslides causing damage to key public

infrastructure. These risks can be acute because of extreme weather events'

or ch.ronic because ofgradual changes to the environment that could result

in an increase in the number or severity of natural hazards'

ii) Transition risks that may arise when transitioning to a carbon neutral

economy which could affect the value of government assets, and the

potential need for support to adjust operations to climate neutral production,

outside of current transition plans.

63. The vulnerability to specific f,rscal risks increases when the capacity to absorb

risks is low. Financially weak PCs and, more generally, thinly capitalized sectors

such as agriculture and mining do not have the financial capacity or access to

finance to absorb the financial consequences ofnatural hazards and climate change

risks, and the cost is more likely to fall on the Govemment'

64. A complete understanding of specific fiscal risks and assessment of their

relevance to fiscal policy and the budget requires a comprehensive assessment of
climate change risks across the general govemment sector and for all public

corporations.

Key Economic Sectors in Kenya Sensitive to Climate Change

(a) Agriculture: As the backbone of Kenya's economy, the agriculture sector'' ' 
frGfrfy reliant on predictable weather pattems, faces severe threats from erratic

rainfall and extreme weather events. This not only affects crop yields but also

has a cascading effect on food security and rural livelihoods'
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(b) Energy: Kenya's energy sector, particularly hydroelectric power, is vulnerable

to changing rainfall pattems. This variability can lead to power shortages and

increased reliance on costly fossil fuels. fusing temperatures reduces the

efficiency of geothermal power plants and transmission lines'

(c) Labor productivity: Climate change can reduce labor productivify across all

sectors, with increased heat significantly affecting outdoor work. This may

particularly impact low-skilled workers and sectors like agriculture, forestry,

and fisheries in arid and semi-arid regions.

(d) Road transport. Road transport handles 93 percent of all freight and passenger

traffic. However, poor road conditions in some regions, where livelihoods

depend on livestock and trading, isolate these areas from the rest ofthe country

duiing the rainy season. Higher temperatures and more extreme rainfall can

lead io flooding of both regional and urban roads. as well as accelerated

degradation from potholes.

(e) Tourism and Wildlife: Tourism, closely linked to Kenya's wildlife and natural

landscapes including coastal ecosystems, is sensitive to climate change. Shifts

in weather pattems can alter wildlife habitats and migration pattems' reducing

tourism appeal.

(0 Water Resources: Water scarcity and the degradation of water qualify due to

changing climatic conditions pose challenges to both human consumption and

agricultural use. This has implications for health, food production, and energy

generation.

(g) Health & Education: Extreme weather events including higher temperatures

and flooding can damage infrastructure and affect people's access to health and

education iervices, droughts can reduce food availability and student

attendance, and flooding can increase the risk of transmission of waterbome

diseases such as cholera and typhoid.

Mitigation and Adaptation Measures

65. The Government is working to reduce emissions, build resilience and meet

NDC targets under the Paris agreement. The Govemment has also laid frameworks

for mainstreaming climate change in govemment decision making through the

development of thi 5-yearNational climate change Action Plan Q{ccAP) aligned

to the Medium-Term Plan (MTP) cycle. Further, most government entities have

established Climate Change Units (CCUs) as provided for under the Climate

Change Act,2016. These Units are expected to support mainstreaming actions of
climate change.

66. Other examples of measures being undertaken by the government include:

i) Prioritisation of low emissions power generation (particularly geothermal

and hydroelectric);

ii) Planting l5 billion trees by 2032,whichwill reduce net emissions and help

protect infrastructure against natural di sasters ;

1ls l
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iii) Ongoing efforts on tagging climate related expenditure in the budget;

iv) A target of 25 percent of new govemment buildings being green;

v) Reducing vulnerabilities of road infrastructure to flooding through

improved drainage design;

vi) Reducing the vulnerability of road infrastructure to potholing and

accelerated degradation through flooding and high temperatures through

trialling the use ofconcrete rather than bitumen surfacing, albeit at a higher

cost; and

vii)Reducing the vulnerabilities of rail infrastructure through improved design.

f) Other Fiscal Risks

i. Natural Disasters and Man-made Hazards

67. Crises ar.rd disasters remain a major concern for various economies across the

globe including Kenya. The Govemment will continue to enhancing the country's
disaster risk management and financing framework by fast tracking the enactment

of the Disaster Risk Management Bill (Ir{o. 24 of 2023). This will ensure that there

will be an over-arching framework that guides disaster risk management in the

country. In addition, the Government will fast track the finalization of the disaster

risk financing framework under the Public Finance Management Act,2012 in order

to enhance efficient and effective resource mobilization for disaster risk
management in country as well as development of Disaster Risk Financing

Strategy 2023 -2027 and mainstreaming disaster expenditure reporting into the

Govemment financial reporting framework.

ii. Money Laundering

68. In order to fight money laundering, the Govemment will continue to promote

financial integrity and compliance with intemational standards, particularly the

Financial Action Taskforce (FATF) Recommendations on Anti Money Laundering

and Combating the Financing of Terrorism (AML/CFT). This initiative will be

achieved through implementation of the AML/CTF National Risk Assessment

Report 2021 recommendations; the National AML/CFT Strategy, and the 2nd

Eastern and Sothem Africa AntiMoney Laundering Group (ESAAMLG) Mutual

Evaluation Report (MER) 2022.

69. In order to addressing the strategic deficiencies identif,red Mutual Evaluation
Report, 2022,vaious legislations relating to AML/CFT issues have been amended

through the Anti-Money Laundering and Combating of Terrorism Financing Laws
(Amendment) Act,2023. These amendments necessitated the alignment and re-

issuance of various Regulations. These included the Proceeds of Crime and Anti-
Money Laundering Regulations, 2023; the Proceeds of Crime and Anti-Money
Laundering (Criminal Assets Recovery Fund) Regulations, 2023; and the

Prevention of Terrorism (Implementation of the United Nations Security Council
Resolutions on Suppression of Terrorism) Regulations, 2023. In this regard, Kenya

has filed a request with the ESAAMLG for Technical Compliance (TC) re-rating

1161
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a result of these amendments. In addition, Kenya has completed the post-

uation observation period and the Post-Observation Period Report (POPR) will
deliberated by the FATF Plenary in February 2024 tn respect to the progress

towards strengthening Kenya's AML/CFT regime

0. To address the recommendations in the Mutual Evaluation Report, the Central

of Kenya has taken several actions including: conducting stand-alone

CFT onsite inspections, revising Bank Supervision Operations Manual to

lude AML/CFT risk-based supervisions, and undertaking institutional and

ral risk assessments

stfrfiil
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ANNEX 3: MEMORANDUM ON HOW RBSOLUTIONS BY PARLIAMENT ON PREVIOUS BUDGET
POLICY STATEMENTS HAVE BEEN INCORPORATED

Introduction

1. Section 25(8) of the Public Finance Management (PFM) Act,2012 prescribes that the Cabinet Secretary for lhe National Treasury

shall take into account resolutions passed by Parliament in finalizing the budget for a given financial yeer. The National Assembly approved

fhe 2022 Budget Policy Statement and the 2023 Budget Policy Statement on 24tl' February, 2022 and I 5th March, 2023, respectively.

2. Section 38(1) (iii) of the PFM Act,20l2 requires the Cabinet Secretary to prepare a memorandum explaining how the resolutions adopted

on the BPS have been taken into account. ln this regard, the following Section provides a brief to Parliament on the extent to which the

resolutions of the House onthe2022 BPS and 2023 BPS have been taken into account and the reasons thereof.

No. Resolution Action taken
A. Policy Resolutions on the 2022 BPS

1 a The National Treasury ought to prepare the Budget Policy
Statement in line with the debt ceiling.
The National Treasury ought to amend the debt ceiling to
enable them implement the budget as proposed, rationalize
expenditure or implement revenue enhancing measures.

a

The 2023 Budget Policy Statement has been prepared in line with the

debt ceiling of Ksh 10.0 trillion. Public and publicly guaranteed debt in
nominal terms as at end December, 2022 was Ksh 9,145.6 billion
compared to the statutory public debt limit of Ksh 10,000 billion as per

tlre PFM (National Govemment) (Amended 2022) Regulations,, 20 1 5.

The reforms on the revenue and expenditure side outlined in the 2023

BPS, are expected to result in the reduction ofthe fiscal deficit including
ts from Ksh 833.9 billion 5.7 rcent of GDP in the FY 2022123
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No. Resolution Action taken
to Ksh 720.1 billion (4.4 percent of GDP) in the FY 2023124 and turther
to Ksh 826.1 billion (3.6 percent of GDP) in the FY 2026127. This
reduction will result in reduction in the growh of public debt thereby
boostin the coun 's debt sustainabilit osition

2 The National Treasury expedites the finalization ofthe proposed
Medium Term Revenue Strategy (MTRS) and submits it to the
National Assembly by 30th April,2022.

The National Treasury has already developed an action plan to guide the
development of the MTRS and issued a Circular on 30tl' August, 2022
inviting proposals from Government MDAs and the County
Govemments for the development of the MTRS. The draft MTRS will
be developed by end February 2023 and will be circulated to MDAs for
their inputs, as part of public participation, before the Strategy is
finalized.

3 The National Treasury should prepare and submit a status report
of the Credit Guarantee Scheme to the National Assembly. This
report should contain details on the amount released and the
number of benefi ciaries.

The National Treasury prepared and submitted to Parliament an annual
performance report on the performance of the Credit Guarantee Scheme
on 30th September, 2022.ln summary, from Decemb er 2020 to 30th June
2022, CGS disbursed a cumulative value of approximately Ksh 3.9
billion to 2,490 MSMEs, across 46 Counties and 11 sectors of economy
as reported by the banks through the Central Bank of Kenya. All the
three sizes of enterprises (micro, small, and medium) have benet'itted
from CGS facilities issued where small enterprises received I ,501 .

medium enterprises received 381 while micro enterprises received 608.
The enterprises owned by women, youth and persons with disabilities
(PwDs) received 20Yo of the total number of guaranteed facilities that
had been disbursed. Women beneficiaries were 327, youth beneficiaries
were 164, while PwDs were 9. The beneficiaries of the CGS so far
support a minimum of 13,901 jobs.

2024 Budget Policy Statement119
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Action takenResolutionNo.
The National Treasury, KRA, CRA and the Council o

fast track the development and implementation of the integrated County

Govemments revenue management system to ensure that the County

Governments use a uniform system that seals revenue leakages and

provides value for money invested in it.

f Governors will
4 The National Treasury, Kenya Revenue Authority (KRA)'

Commission on Revenue Allocation (CRA) and the Council of
Govemors should fast-track the development of an integrated

County Revenue Management system for a unified revenue

collection system for all counties. The CRA should fast track the

development of model tariffs and pricing policy to guide counties

their ownto develo

Programme to the National Council for Nomadic Education in Kenya

(NACONEK) as resolved by the National Assembly.

The National Treasury has transf'erred allocation for School Feeding

school feeding programme, it should be fully transferred and

domiciled in the National Council for Nomadic Education in

For effective and smooth implementation and management of this

Ken a ACONEK

5

B. Policy Resolutions on thc 2023 BPS

The National Treasury will comply with the efTected amendments
6 The National Assembly to amendment to the Pu

Management Act, 2Ol2 and attendant regulations to extend the

timelines for consideration of the BPS by Parliament from 14 days

blic Finance

s

The budgets of MDAs have been prioritized an

BETA Value Chain priorities. The FY 2023124 Budget Estimates

include specifics about the BETA priorities and performance indicators.

d matched with the
The National Treasury should ensure that Ministries, Departments

and Agencies (MDAs) have aligned their budgets, projects and

key performance indicators to the proposed value chain approach

under the Bottom-Up Economic Transformation Agenda (BETA)

within the a roved ceilin s

7

The National Treasury will continue monitoring tmp

MTDS, altemative borrowing strategies and the fiscal d
lementation of
eficit approved

by parliament

The deficit financing strategy and public debt mix
in accordance with the resolutions of the National Assembly based

on the Report of the Public Debt and Privatization Committee on

be undertaken

the2023 Medium Term Debt M ement Strate

8
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No. Resolution Action taken

9 The National Treasury should provide a list of all projects to be

completed ir FY 2023124 for all MDAs reconcilable with the
development budget; with a view to consolidating thinly spread

allocations to high impact priority projects to ensure completion.

The National Treasury has ensured that MDAs prioritized projects for
completion by consolidating thinly spread allocations to high impact
priority projects. The details of the projects to be completed in the FY
2023124 and will be submitted alongside the FY 2023124 Budget

Estimates

10 Before submission of the 2023124 annual estimates, the National
Treasury reviews donor funded projects including the existing
financing framework and develops a strategy to fast-track their
lm lementation and review the terms of the facilities

The National Treasury will assess donor-funded programs and projects'

including existing financing frameworks, and create a portfolio review

and assessment report to expedite externally funded project

llll lementation

11 The National Treasury spearheads a review of the State

Corporations and Semi-Autonomous Government Agencies
(SAGAs) with a view of rationalization to remove overlaps,

The National Treasury has formed a High Level Fiscal Risk Committee

to assess and report fiscal risks from State Corporations and SAGAs,
with a year-long study planned.

t2 Prior to the submission of the 2023124 Annual Estimates, the

National Treasury in collaboration NG CDF should develop a

framework for implementing National Govemment initiatives at

the constituency level before the submission of the 2023124

Annual Estimates.

The Government has allocated resources for ir.rfrastructure development

for schools. In addition, the Ministry will be engaging NG-CDF to

support some of the infrastructure needs.

13 Prior to April 2023, the National Government reviews taxation
levied in the aviation industry and addresses the heary taxation on
purchase of spare parts in the aviation sector. This should be

submitted to the National Assembly during consideration of the

The National Treasury received proposals from the aviation industty on

taxation on purchase of spare parts were considered in the Finance Bill,
2023.

t4 From the onset of FY 2023124, the National Treasury through the

Public Sector Accounting Standards Board should start

preparations for migration from the cash basis accounting system

The National Treasury has done the following in readiness for accrual

accounting: i) revised the Standard Chart ofAccounts; ii) prepared and
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No. Resolution Action taken
to an accrual system in line with Sections 81 and 164 of the Public
Finance Management AcI, 2012.

accounts; and iv) prepared a Cabinet Memorandum on transition to
accrual accounting for Cabinet approval.

l5 The National Assembly proposes amendment to the Public-Private
Partnership 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 end of the FY 2023124.

Section 88 (3) ofthe PPP Act already provides for regular reporting to
Parliament by the Cabinet Secretary, National Treasury and Economic
Planning. The Natior.ral Treasury will continue to adhere to the
provisions of the Act.

l6 The National Treasury, in collaboration with stakeholders, to
establish a collaboration framework between the County and the
National Government for the implementation of shared policy
proposals by September 30,2023.

The National Treasury fonned an Inter-Agency Taskforce in 2021 to
operationalize Constitutional Articles 187 and 189, resulting in a draft
legislative proposal. Public participation took place between March 20tl'

and23'd,2023.
The National Treasury and the State Department for ASALs and
Regional Development undertakes review Regional Development
Authorities' mandates, contribution to national development
agenda, and revitalization options by 30th December, 2023.

The National Treasury will collaborate with the State Departmcnt for
ASALs and Regional Development to review the mandates, legal
implications, and contributions of Regional Development Authorities.
This will inform recommendations for the revitalization of the Regional
Development Authorities.

18 In order to manage the distribution of conditional grants to County
Governments, MDAs have presented frameworks to the National
Treasury that speci$ terms, responsibilities, criteria for allocation, and
requirements for counterpart contributions.

r22l 2024 Budget Policy Statement
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By June 2023, the National Treasury develops a framework for
goveming conditional grants to the County Govemments to ensure
that they meet their intended objectives. This should include the
role, criteria and counterpart contribution by the counties to ensure
the initiatives take off.
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Annex Table l: Macroeconomic Indicators

Source: National Treasury
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Annex Table 2: Government Fiscal Operations, Ksh Billion

Source: The National Treasury
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Annex Table 3: (lovernment Fiscal o erations, Percent of GDP

Source: The Nalional Treasury
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Annex Tatrle 4: Summary of Ex enditure by Programmcs (Ksh Million)

1112 Stat. Dopartrtrant for Landr.nd Phyrlt.l
Planni

ADDroved Ertlm.les
2073 /24 z0z4l?s 20zs/26 2026lzl

Cu|Terrt

3250e7

3,090.0

Capital

---gs!!?r
5,,100.0

Total
,snsr.1

9,290.0

Crrrr!lrl
---?Fin:.oz

4,1t3.1

O"r,., I

-:1
Toral Currerl

__rJrsc-
4,227.5

Capilal
u,490.6

7,,115.0

Tot:l

1l

Currel|t
32B30.6

.1,351.7

arrn", I

61291.61

,,rur.o I

Tolal

I 19.7

..1

0101000 L.nd Pollcv.Dd Pl.lninr 2.671.0 3,917.5 6,65.t.5 2,808.0 .{,21r,5 7,035.5 2,86t.7 5.775.0 2,941.4 6.3r8.0
1.70{.0

0121000 L.nd lnformadon llinal.nFnt I,36{.5 53.0 866.0 919.0 1,6t0.0 1.69t.0 540 1,650.0

0122000 G.Er.l AdElsLE thq PLlDllt ard

Suggort 9ntc.t I,213,0 58.0 1,271.0 t,3lt.8 l,3 t L8 1,356.J LJ56.3

I l62 Stat. Dcpartnrlrt,or Llvcnock D.YqlgMgllll 5,67A.2 9,306.0 4,528.5 I1,037.5 15,s66.0 {,?61.{ 17,570..t t,976.4 11,r05.0

0ll2m Liltroctlt tor!6Ya.ed -d
Dordomd 5,678.2 9,306.0 14,984.2 4,528.5 11,037.5 t5,566.0 {,763.{ 12,807.0 t1,510.4 4,97 6.8 11,105.0 r5,081.8

1166 Sbta D.partrr.nt torlha BluG EconoBy.lrd
?,a2t.l 8,98S.6 11,806.8 3,07+,3 10,502.9 13,s77.2 3,286.r 10,378.0 13,66.1.1 3,S09.1 8,159.0 11,660.!

0lll000FirherietD.v.loDnt.It.nd Manalcment 2.556.5 6,66{.9 9,221,5 8,.1i6.9 1t,tl4.7 2.9.{0.1 r 1,246.1 3,15J.0 r,085.5

01 17000 Gen.rd AdB nltlr.tion, PIennlDS aDd

SIDoonSaM(at 252.6 252.6 293.9 293.9 300.9 300.9 108.5 108.5

0l 181)@ D.v.bp[Ent rDd Coordhrdon of th. 8tu.
gconomy 12.0 2,t32.7 42.6 :,066.0 2,108.6 .15.I 2,072.0 2.ll7.1 .17.6 ,1,07J.5 ,t,1: Ll

1169 State Drpartllr.ntIor Crop D.vclopnl.l! 18,6?7.5 41,781.7 60,1t2.2 16,{35.9 47,643.3 17,325.0 51,059..t 1A,223.4 36,890.6

0107000 Gt&r.l idelbli!'rdoo PhrDlDt and

SuoDonSenlcaj 5,.r45.2 l.sl3.0 6,91A.2 7,140.1 2,5,{6.0 9.686.3 7,589.0 L700.0 9,:89.0 8,023.6 1,795.0 9,818.6

0r08000 7,80,1.9 38.8{7.7 16,652.6 17,55.t.,1 31,259.9 3,7{8.7 31,708.6 35,{57.3 3,191.5 r5,095.6 38,893.1

I63.1
0109000Aqrlburin.ss aDd lnform.tion M ngen!!l1l l16.l r.29t.l 1s6.9 ?80.0 936.9 r59.0 159.0 163.1

6,239.2
0 Rlsearchs 5,231.3 5,.t90.3 5,433.2 327.0 5,760.2 5.829.1 325.0 6,154.1 6,139.2

2021 Neltoral bnd Co[lnrlsslon l_489.9 1,668.{ 1.t7.8 l,?18.0 1,875.0 1,869.6 t7 5.0

?Eo-
0116000 L.M

l09l Stat! D!p.rtm.nt tor Roads

t,{89.9

118:r369
8:,8,t5.1

106 0

3,t9.4093
1{9,8{4.0

1,595.9

52&7a62
232.689.1

1,668.,1

1{53060
t'2,19i.0

l,l7I
__E!Jeg_

1.18,?57.0

1,718 0

1J6r{10
80,716.0

t57.0

160,8.18.0

1875.0

5{61600
:. .56.1.0

1,869.6

!58.t {7.0
8r.800.0

175.0

397,638.0
l?5,553.0 53.0

1
0202000Roed 82.8.15.1 149,8.{4.0 232.689.1 7 2,t97.0 r{8,257.0 :20,.154.0 160,8,r8.0 2,|r,56.1.0 81,800.0 175.551.0

'-=d.os6.0
l09l Shte tor 1{,355.8 {3,803.1 s8,159.0 16,540.0 .r.t,806.0 61,346.0 17,351.0 53.197.0 70,5{B.0 18,209.0 50,,r.17.0

0201000G.n ral AdroiDiro-rdoo, Pl.nrrot aDd

SuDponS?nlaaa 1,7t1.8 1,07{.0 1,785.8 1,1,t7.0 2,{0J.0 3.5.r9.0 r,205.0 LS38.0 5,0.t3.0 1,199.0 889.0
,10,137.0

2,088.0

0204000 M.rtn. Trarrport 1,385.0 t,997.7 1,000.0 3,601.0 626.0 r0.175.0 10.801.0 626.0 7,000.0 ? 6.0

0205000 Alr Tran3pon 9.67,1.1 l!.406.0 r2.185.0 l,?25.0 t 3,,111.0 l],8e0.0 1,751.0

0216000 Ro.d Srf.ty 2,869.7 l.77l.l 4,640.9 2,821.0 3,901.0 2.834.0 668.0 3,502.0 2.83.1.0 670.0
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Annex Table 4: Summary of

SEOBEI
by Programmes (Ksh Million)...Contd

Approved Ertimatca

z0z3lz4 2024125 2025 t26 2026127

1093 Strl. D.perfi l.nt [or ShlppinS.ud Mtrltlfi a
Ar.lri

Sector

3,261.9

'Iotil
920,116.7

2,t13.9

Currert
r70,7?6.9

?50.0

Capit:rl
:r49,a09.3

Curr€rt

1,66S.0

11t306'0

1,570.0

Capilal
360J62.0

.1,235.0

505f,68.0
Currert

2,613,O

r562t53

1,238.0

Ca!,ital

390.015.0

3,911.0

Total
316,250.0

2,701.0

Crrrerrt
158,0{7.0

l,l9l.0

Cnpilal
397.630.0

Toral
s556SrO

3,8q2.0
0 2 20000 ShiDDln, ind I'larldm. Aff.irt 2,S13.9 750.0 1,263.9 2,665.0 t,570.0 4,235.0 2,673.0 r,2t8.0 3,911.0 1,701.0 l,l9l.0 3,89t.0

1094 Stat. D.partme[t tor Hourhrg& Urbf,n
Dcvelopnteot 1,367.7 19,t93.9 80,561.6 1,16.1.0 81,53.1.080,170.0 1,151.0 B:,731.0 B{,OB:,0 1,365.0 79,A61.O 01,232.0

0102000 Hourln8 D.v!lopm.nl and Hunl:D

883.,1 74,069.0 74,952.{ 855.0 70,3{0.0 71,195.0 83.{.0 68,949.0 69,783.0 8.18.0 71,{7:.0 7S,320.0
0105000 tlrbrn rod M.ttoDoll!.n D.v.lopmrnt 154.7 5,124 9 5,279.6 188.0 9,830.0 10,018.0 191.0 13,782.0 13,975.0 195.0 s,r95.0 5,590.0
0106000 G.D.nlA& trlttr'.ioD Pl.DdnS.!d
SuIDort Saavicat 329.5 329.5 321.0 3?1.0 32{.0 3:4.0 322.0 322.0

1095 Slit. D.p.rtn.nt for P! bll G lvorkj 3,482.1 8l{.0 4,296.t 1,39{.0 I,SZ7.O 4,921.0 3,372.O 1,805.0 s,t17.o 3,425.0 2,084.0 5,509.0
0 103000 Cov.mn.ot Euildlnrt 582.3 533.8 l,l l6.r 595.0 673.0 1.1680 612.0 6.r6.0 1,258.0 628.0 285.0 91t.0
0l(xm0 Co..Uh. lnltratucori.od P.d.rtrLn
Accaar 91.8 I5l.l 2{t.t 96.0 660.0 756.0 99.0 9{9.0 1,048.0 101.0 1,s85.0 1,686.0
O 106000 C.B.r:l ldnhlEtdoo Pl.Dning .nd
Suppon Sarvi(rr 367.4 6.0 373.1 355.0 14.0 369.0 37r.0 15.0 186.0 372.0 r5.0 387.0
0218000 Rrtuhdon .rd [hv.lopmeDl ofthe
CoDsEudlon Induatry 2,{.10.6 r22.0 2,56J.6 2,3{8.0 180.0 2,528.0 2,290.0 r95.0 2..185.0 2.324.0 r99.0 2,523 0

1122 Stet. Dep.rtm.nt ,o r ln[omreti oll
Comnlmic.!on T.chroloB/ & Dif,ltrl Econonry 3,903.3 16,{91.0 20,39{.3 3,958.0 25,80S.0 29,8{3.0 3.811.0 23,331.0 27,1.r8.0 3,863.0 23.588.0 27..t51.0

0207000 C.D.rd Adn oirtr.don Pl hlng.rd
SupDortSan'lcat 30+.3 304.3 3s5.0 355.0 295.0 295.0 295.0 295 0
02 10000 ICT hhritructult D.v!loprnnt 821.5 15,561.0 16,382.5 8.18.0 15,972.0 16,820.0 814.0 8,865.0 9,619.O 839.0 8,8{7.0 9,686.0
0217000 E-0ovcmnr.nt S.rvl(es 2,771.5 930.0 3,707.S 2.755.0 9,913.0 12,668.0 2,102.0 1.1,472.0 t7, r7t 0 2,729.0 14,741.0 t7,.170.0

1123 Steto D.p.rtn.tt for Brotdc.rdtr8 &
Tel.corrnlunlr:non. 6,628.8 s26.O 7,ts4.a 6,296.0 795.0 7,091.0 6,196.0 9S0.0 7,1.t6.0 6.214.0 r,105.0 7,3 r9.0

0207000 G.!arrl ldmlnirtrrUo[ PhDuiu8 and

SrrpportSen'lcrt t65.r 265.1 342.0 3{2.0 281.0 t83.0 29{.0 29.t.0
0 208000 lnfoflnrtion Ar Connnud(etloll Servlc.j 6,115.7 385.5 6,50L2 3,616.0 545.0 6,221.0 5.635.0 675.0 6.110.0 5,642.0 730.0 5,372.0
0209000 M.j5 .dla Skllk Developn|.nt 248.0 140.5 388 5 276.0 250.0 528.0 278.0 275 0 553.0 :78.0 375.0 651.0
0221000 Flhn D.v.loDmant S.rviclr Profr.mm.

1152 Stat. D.partmlnt(or gncrry 9,1.t3.1 55,{94.3 64,611.4 11.566.0 53,316.0 64,882.0 12,157.0 61,649.0 73,806_0 12,769.0 59,{19.0 72,188.0
021l0m G.n.nl ldlllr .trrtioD Phonlq rnd
SrpponS.rvl(.t 383 0 175.0 5580 {09.0 150.0 559.0 .l t8.0 200.0 6t8.0 440.0 200.0 6.10.0
0212000 Porv€rCen.ration 2,695.8 10,677.0 13.372.8 1,615.0 l3,I l0-0 15,725.0 2,{55.0 14.7.[9.0 17,204.0 2.503.0 14,9t9.0 t7,432.0
0213000 Pow.rTRnsmllrloD eud Dtndbutlon 5,991.0 4t,759.1 {7,750.3 8,,151.0 39.501.0 {7,952.0 9,r83.0 {5,905.0 55.168.0 9,7,|5.0 41,350.0 53,095.0
0214000 llt.madvr ED.rw T.(hmlorl.l 73.{ 2,883.0 1955..t 91.0 555.0 6.16.0 101.0 ?15.0 816.0 81.0 9,10.0 1,02r.0

1193 St te D?p.rtncrt for Petrollum 5{..197.0 2,493.0 56.990.0 27,326_O {,016.0 31,362.O 28.6r8.0 .r,!60.0 32,870.0 27,10t_0 ,1.384.0 32,085.0
0215000 E\ploridon and Dlst brtonof0Uendori 5{,.197.0 2.{93.0 56,990.0 21 ,326 0 4,036.0 31,362.0 28,6r8.0 4,250.0 J:.878.0 27,701.0 {,384.0 32,085.0
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Annex Table 4: Summary of Ex enditure b Programmes (Ksh Million)...Contd

Sector
Code

1036 Shte DopartDellt for thi ASA.I,r.nd R.3loo.l

0733000

ApDroved Estillr.l?s

2023124 2024lzs 6 202G lZ7

Curre t-- 39,5115

1{,921.6
11.650.7

Capllal
iFEildrln

9,138.0

1.426.4

Total

ffii
. 21,0s9.6

16,017.1

Currellt

,0

Cnpilel

21,{10.0

s,so1.7

1,750.1

Tolirl
s6,115.2

14.995.7

0,217 S

C{rrent

--sJoiir
9,691.0

t 6J:t.,

Cnpltal

31,8801

6,155.5T r"6.rf

Tolal

r63.3

Curre t
$llrn I

10,999.8

6,607.9

Capitil
22.063,8

8,615.4

1,062.4

Total
62,360.8

19,61S.2

1,670.3

07.13000 GaEar.l Admlnlttrdon Phnnlnt .nd

SrDDort S.ni(ar 502.9

7l1.6
502.9

1 79.6

.102.8

17,8 J 57.6

.102.8

5.5

.105.1

r08.1

I

405.1

1 LI
133.2

958.8

96!.2
7 9

8{.1

433.2

l?! shte
0304000 end 788.9

7{State lorTrad.
E(ononl( hrifianYer

4,514.0

1.5r{.0
s0.0

6,102.9

6,302.9 1.856.8

503.8

503.8

50.0

2,160.5

2,360.3

3.500.{

1,913.6 139.6

t,ltaS,J
2,0333
3,767.7

1,962.2 8,t.1

i7.0
2,016.2

{,008.6

Domastlr Trada end

O3l00m F.i, Tndr Pr.<d.8 Atrd C.oEplLoc. ot
.2

96.5

50.0 I l2

965 19.5 79.5

189.3 7.1.8 26.1.0 2.9

83.7

77.8

83.7

03 t 1000 lnt.nudo!.! Trrda Div.lopo.nt .nd
1,051.7 1,053.7 900.5 900.5 9{0.1 9.10.1 912.2 97?.2

0312000 G.trerd AdmlDlstr.tior, Pl.ruiD8 rDd

SuooortSan'lcas 679.3 6',t9.3 .165.5 .165.5 481..1 {81.+ .192.0 {92.0

1175 State for 2,9A7.6 6,130.1 9,115.3 2,716.9 6.90.1.? 9,68r.1 2,808.0 10,91,1.3 13,722.1 ?,a19.6 5,.106.0

0301000 Gtmr.l MElntstr.doD PhlDlr[ .od

S{Doort Sarr'laat 531.4 531.4 .l7l.0 471.0 507.0 507.0 522.0 522.0

030 2000 Indurtrial lndnrtrlal r,304.0 {,912.0 6,215.9 t,122.9 .{,919.0 6,0.u.9 l,l6l.0 5,?39.0 6,900.0 1,189.6 3,467.0 ,t,556.6

0303 000 staod.rd5 end lncxbation r,132.3 1,818.8 2,971.0 I,183.0 1,985.? 3,168.2 1,1.10.0 5.1?S.3 6.315.3 t,168.0 1,939.0

Medlum 1,87r.6 6,650.6 8,5ZZ.Z 2,.16{.0 6,tr6.8 8.661.7 2,561.t 7,295.0 ,,a62.0 2,6!0.6 4,007.6 6,628.t

031 Promotionind fl-lSllEt +96.5 I 1,680.4 11.1.3 631.6 532.8 282,5 815.3 5.r0.7 300.0

0317000 Produ.t lnd M.rk t D.v.lopmdt for

IlSl'lEt 497.5 80.0 577.5 7l l.{ l,6ll.9 717.8 982.5 1.730.3 7,18.5 1,878.0 :,625.5

0318000 Ditttlzrdon.!d FlD.ncld lD.lllslon for

I\tsuEs .178.8 5,387.0 5,865.8 703.{ 5,200.0 5,901.,1 754,7 6,030.0 6,184.7 79t.2 t,829.6 1,620.7

0319000 6.mr.l Adnid.tnrion, Pl.ndry .ul
Sarvic!3 398.7 398.7 512.9 512.9 531.7 511.7 510.1 5.10.2

11 State for 1,5622 5,642.0 7,204.2 r,357.8 4,605..t s,963.2 L+21.7 6.0{9.9 7,471.6 1,t74.7 1,31.1.0 4,754.7

032 2000 lnvlrin.nt D.v.lopm.nt and Prohodon 5.fl2.0 1,20,.2 r,157.8 {,605.{ 5,963.2 t,427.7 6,0.r9.9 1,477.6 1,471.i
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Anncx Table 4: Summary of enditure by Programmcs (Ksh ...Contd
ADproved Estinr.tes

2023174 202+ lzs 2025 t26 20?6 /27
Sectol'

Code

forToudtm r2,255.1

Currelli

39,575.5

147.2

Capital

32,861.5

12,397.2

Totel
72,44].o

10,303.0

Crrrrert

12305.7
606.1

Capilal

2{,{10,0
10,909.7

Total

12,349.8

Cnrrelli

59r.!

Cinjlirl
31.880.t

1r,9{1.0

Tolal
6618rJ

Current

{0r97.0
15,75.1.9

Cauiial
2?,063-8

.186.8 16,2{1.8

Total
6rJ60.8

0313000 Tourlrm Pmmodon aod Mark.tlu 872.0 100.0 912.0 883..1 110..1 993.8 1,019.9 135.2 l,r55.l 1,283.7 I1:.0 1,195.7
031{000 Touriao Produd D.v.lopmantatrd

Div.r.l6(adod 11,082.1 25.0 u,l07.l 9.1t,1.8 {96.3 9,631.1 ll,0]7.1 156.0 lt,{81.2 1.1,162.2 t.r,537.0
031!000 G.o.rd MDidsr.doo, Pl.rDltrt llld
Suppon Sarvla.r 301.0 11.2 318.2 28.t 8 28.1.8 302.7 301.7 109.1 309.1

12?1Shte Depirt eIl for Eist Africrll ComntuIlty 921.7 927.7 607.6 35.,r 643.0 651.7 59.8 7t1.5 67.t.5 62.2 736.1

0305000 Ean Aficau Aflaill arrd ReEiollal lnrepr ition
HFAITH

l0B2 Stnle Departnrent for ltledical Services

921,7

66,39.1.3
--ssriit 5065{J

44,245,2

927.1

It0,639.S

607.6

66,833.9

50271.1
55,1r3.?

6.$.0

121,9+7.1

14X5r13
69,28t.9

6517

9t.930:
50.877.5

59.8

6tJ??5
71t.5

128,159.4

67.1.5

71,909.9
95,303,6

62.2

60,328.0

116.7

t32,237.9
q{02000 Netlolel R.f.rnl & Sp!daliz.d S.ryi(es 50,2.r3.2 10,714.,1 60,957.6 .19,636,9 16,591.3 66,228.2 50.939.5 11,,179.0 62,{18.5 s2,306.2 10.22+.0 62,S30.2
0{10000 Cuntlv. & R.produ(Uvr M.t.mrl N.!e Bonr

ChId Adol.tc.nt H.dlh RMl,lCAfl 1,351.2 18.502.8 r9,85{.0 t.388.2 21,508.7 22,896.9 1,t50.2 27,252.9 28.703.1 r,556.1 28,639.0 30,195.4
0411000 H.dth R.rarrch and InnovrtioN 3,457.0 1,080.0 {,537.0 3,{57.0 1,337,0 ,1,79.{.0 t,849.0 1.637.0 5,.t86.0 4,108.2 l,+52.0 5,560.:
0.112000 C.n.rel ld mir irtrilioI ll.l{2.9 13,9{8.0 25,290.9 r2,351.8 t5,676.2 28,028.0 13,0{3.2 r8.508.6 3 r.551.8 13,939.2 20.013.0 1r,952.2

1083 St t. D.p.rtElDt lor Publi. Hc.lth .nd
ProLrrlooal Strndrrd 2t,197.0 6,{09.,t 20,206.1 20,491.1 5,161.5 25,632.6 22.648.3 ,1,700.0 27,348.3 33,393.? ,1,.149.1 27,8.t3.0

0{06000 Pr.v.Dtiya and Prolnotive Haalth Serli(et L669.8 4,{79,1 6,1{8.9 1,158.0 4,251.0 5,r09.0 2.012.1 3,985.0 6,857.7 3,1:8.7 {.0{9.3 7,I78.0
0407000 H.dtb Rr&ur<.i D.v.lopEn[t and

lsnovatlon 15,782.r 1.680.3 17,462,4 13,.r81.6 785.5 14,257.r t3,837.7 715.0 l{.552.7 l{,2r3.7 ,{00.0 11,6t].7
0408000 H.alth Pollry, Shndrrdr and R.ol.tio s 3.800.5 250.0 {,050.5 5.080.5 i5.0 5,155.5 5,r39.r 5,139.1 5,20.1.2 3,204.1

6so
C.n.rrl Admhriltntion

106{ Stat. Depertnrolt for Te.hni.al, Voc:tloxel
Education andTralIlDt 25,843.4

5.1.16

655,657J 3X95{l

7,070,0 32,913.4

5.r,16 77t.0

2t,492.0

63SO{10

6.4?4.0

50.0

,8rlr5i
82t.0

21,966.0 22,315.0

798.8

3EJOO"O

.t,.t86.0 26.80r.0

798.8 8{7.0

33,555.0

?{sJ{SO

3,921,0

3?60O-O

8+7.0

36,,17{,.0

?sr"g{8.o

0505000 T..h0lcd Vo.alioll5l Educ.tioD erd Trrinilu 25,332,{ 7,070.0 32,{02..1 21,177.0 6,,t74.0 27.651.0 22,0r5.0 d.186.0 26,S0r.0 32,2{0.0 3,921.0 36,161.0
0507000 Youlh Tnlnl0q.nd D.v.loDm.nt 50.,1 50..r 45.0 45.0 ,13.0 .l].0 .17.0 47.0
0508000 C.n.rd Adnldltrrtion, PhDoht and

SupportS.nic.r 460.6 {60.6 270.0 270.0 257.0 257.0 268.0 ,68.0
1065St t. DlprrtDr.lt for Hlghcr Edu..do! &
Raterrch r50,973.7 3,551.0 l5{,524.7 122.642.0 3,956.0 126,598.0 126,{45.0 3,969.0 130,{l{.0 1.t8,{70.0 +,059.0 l5:,529.0

050,1000 UDlv!rrity Edu(.tior l{9,935.1 3.{25.0 153.360.1 121.640.0 3.602.0 125,242.0 r25.{38.0 3,669.0 129,107.0 133,035.0 3,659.0 136,694.0
0506000 R.t..rch, S.l.nce, T.chnolo$/ and

lmovedoI 669.{ 125.0 795..1 678.0 354.0 1,032.0 70{.0 300.0 1.004.0 941.0 400.0 1,3{1.0
0508000 C.n.rd Ad!tul5tr.tiol\ Pl$nln8 ad
Sulporl S.ft,lo! 369.3 169.3 321.0 324.0 301.0 303.0 11,{9{.0 r4.49{.0

stcBrr
129 2021 Budget Policy Statemenl

Sector/Vote/ProefaDrnre
)30 CENERAL ECOI/OMIC AIiD COMMERCTALATTAIRS s67t<2 35.101.9

)40 138.8{5 g 87 325.1 t5s.s07.7 &1.177 t 160 080.)

EDUCATION 666.4f,9.0 68S 625 0 72.1 l2S O
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Annex Tablc.l: Summa

(iE
EE

ry ofExpenditure by P mes (Ksh Million) ...Contd
Approv.d Estlmates

2023124 2024 tzs 20zsl26 2026/27
Sedor
Code Sedor/Vote/Prograonlle Curront Capitel Totil CurleIt Capital Total Curre t CaIital Total Curretlt Capital Totel

272.956.5 240342.7 27,996.2 308.238.9
1252 Stat.l,ew 0m.. 6.39{.3 192.5 6,506.8 6.312.8 190.0 6,503.7 6,684,2 21s.6 6,899.' 6,9.10.3 196,6 7,236.9

Q606000 LqrlleMces 2,990.2 2,990.2 3,090.1 3,090.1 3.250.0 3,250.0 3,,t00.6 3..100.6

0607000 GovlrBrc!, L.g.l TrrinlDg .Dd

CotlrtiNdon l AfidE 2,023.9 .19.0 2,072.9 1,96.1.5 68.9 2,033.3 2,149.1 1,149.3 1,288.5 1,288.5
0609000 Gtn.rd AdDtdrffio0" PllDlh! .Dd

SuDrort S.rvi.ct 1.380.3 t{3.5 1,523.8 1,258.2 122.0 1,380.2 1,284,9 215.6 r,500.6 1,25t.2 296.6 1.517.8
l26l The ludlcl:ry 20,117.4 1,450.0 31,887.{ 21,287.{ 1.500.0 22,787.4 23,437.4 2,700.0 26.t31.4 25,{37.4 .t,980.0 30,.u7..1

0510000 DLD.otrdor of lusdc. 20,437.4 r.r50.0 21,887.4 21,281.4 1,500.0 22,787,4 23,437.4 ?;100.0 26,t37.4 25,+31.4 4,980.0 30,417.4

!??1 Elhl.s .nd Anti-Conuptior Conn ssioll 3,693.6 68.1 3,761,8 3.899.9 57.9 3,957.9 4,092.1 102.{ .1,195.0 ,1,260.3 1.10.8 {,401.1
0611000 E0ri6.ndA.nti-Corruption 3,693.6 68.1 3,761.8 3,899,9 57.9 3,957.9 4,092.7 102..t {,I95.0 ,1,260.3 1,10.8 4,401.1

l29l 0mce otthe Dlrectorof Publlc Prose.(ltions 4.007.0 55.0 4,062.0 1,637.0 {7.5 3,68+.5 3.816.8 79.7 3.896.5 3,973.1 107.8 .r,090.9

0612000 Public Pmrecudon Spn'ires .t,007.0 55.0 4,062.0 3,637.0 47.5 3,684.5 1,816.8 79.1 3,896.5 3,973.1 107.8 .1,080.9

13110m.. ofthr Red rFar of Politial Partl es 1,260.3 1,260.3 1,999.8 1,999.8 2,013.0 2,013.0 2,027.0 2,027.0
061{000 fuSlirruoD, Rlgul.do[.rd Fundlng of

Polldcrl Pifiht 1,250.3 1,260,3 1,999.8 1,999.8 2,013,0 t,0ll.0 2,027.0 2,0?7.0
l3Z1 Wlhress Protectlon Age cv 813.{ 8ll..t 78t.0 782.0 903.6 903.6 922.5

06 15000 lvihl.!r Prot.ctlon 8r3.4 813.1 782.0 782.0 903.6 903.6 922.5 9t2.5

2011I(elly. NetloIal Connnlsslon otl Hunan RlIhts 539.8 539.8 523.5 532.2 s12.2 541.6 5.11.6
0616000 Pmtccdon and Promotion of Human fuIhtt 539.8 539.8 523.5 523.s 532,2 s32.2 5,u.6 541.6

2031 hd.p.ud![tE..tord.rd Boundaries

Coonltrion +,67{,0 71.0 4,751.0 ,t,353.7 2.1.3 .t,378,0 .t,{{5.4 .13.0 .t,488.4 .r,595.6 59.1 ,r.654.0

0617000 I'hnrg.ma0t of Elactoml Procelies 4,664.2 17.0 4,711.2 4,321,0 24.3 4,3,r5.3 4.412.1 43.0 4,{55.1 {.56t.7 59.1 {,622.8
0618000 D.lln trtion of El.ctoral Bonndariei 9.8 9.8 32.8 32.8 33.2 31.9 t1.9

2051 ludicial Servlre Cootnlssion 896.6 896,6 902.9 902.9 943.7 9{1.7 986..1 986..1

0619000 &otnl Adahlst-.Uoa PlruiDg 8od

SuDDort Sarvlclr 896.5 896.6 902.9 902.9 9{3.7 9,13.7 986..t 986..1

2l0l l{atlonal PollQ Scrvite CoorDission 1,152.0 1,152.0 1,269.5 1,269.5 1,297.1 LZ91.l 1,326.5 1,326.5
0620000 Nrdond Pollce $nice Human Rrsourcr

llMtamant 1.152.0 1,r52.0 1,269.5 1,269.5 t,297.l t,297.l 1,326.5 1,3?6.5

4{1 NetloIel Gender ard Equality Conlmlssion {.t0.3 4.7 .145.0 498.0 498.0 506.3 506.3 515.2 515.2
0621000 Pmmotion of Grndlr Equdlty and Fnldon
ftlm Dlscdmlmdol .t,t0.3 4.1 4.15.0 ,198.0 t98,0 506.3 506.3 515.2

2151 Indelendent Poli.hg0veFiglrtAuthoriV 1,019,3 1,019.3 1,090.9 1,090.9 1,110.2 t,110.2 1,130.9 1,130.9
0622000 Pollciu ovlBirht S.rvi(es 1,019.3 t,019,3 1.090.9 1,090.9 1,110.2 l,lr0.2 1,130.9 1.130.9

l3l
SECBET

2024 Budget Policy Statemenl

)60 6OVERNAI{CE, IUSTICE. LA1VAND ONOIN 225.t63.4 t5.172.5 240.33S I 18.146.6 250.919.2 2{8.802.1 2.t.154.4
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Annex Tablc 4: Summa of Ex enditure b Programmes (Ksh Mitlion) ...Contd
Approv€d f,slimates 

-

202612720251262014125201312+

TolalCapitalC[[rentCa!ital TotilCurrentCapital TolalCurrentTolalCapitalCurrenlCode Sedor

5,8s9.5,t,8.r.t.{ 1,015.15,671.2961.8{,709.{852,3 5,.r30.94,578.6697.0 {,03{.03,337.01011 Exeotive 0lllce of tht President
r,240.{7.t0.4 500.01.2t6,9500.01,194.3 7r6.9500.069{.3313.7 98?.r673..t0603000 Govemm.rt Printing Senic6
1,010.0200,01,8t0.01,953.8200.01.89t.5 1,753.8194.32,424.4 r,699.2383.32,041.r0701000 Gr!0rrl Administrition Planning and Support
1.323.21,323.2r,265.31,285,3t,241it,211.6622.5622.50? 03000 Govcmnrnt Advisorv Senices
1,285.9970.8 Jl5.l26r.8951.{158.0 1,095.593i.5

and Codimdon of covomnrnt Servi(6
6.335.95,969,8 366,14,661.6320.0.1,3{1.6250.4 {,469.6t,2t9.2.t00.,t 4,298.1.11012 omft olthe Presldeut
6,335,95,969,8 366.t4,561.6320,0,t,341.6250..1 4,,169.6.1,219.2400..r ,t,29E,13,897.7Preside[t Servi(es073{000
1,563.91,563.91,532.{1,532.{1,502.t1,502.11,195.61,195.6l013 oftice of tle Prime Cabinet Se(ratary
1,563.91,532.1 1,563,91,532.41,502.r1,502.1I,I95,61195,60? 55000 Governmrot Coordination and Supervision
895,3895,3870.1846.1 870.18.t6.1393.1393.1101.t State D€Dartnent for Parlirmentary Afhirs
t83.i283.7272.7.289,7 272.2t89.795.70759000 ParliemenhN Liaisor ard Legidative !!&!tr
293.0281.0281,0160,6260.661.664.60760000 Policy Coordinatio0 and Straten/

318.61t8.6316.9316.9?95,8295.8?32.8

0761000 Grnerd AdxnhbradoD, Plimhg and

SugDorl &rvic.s

1,1lz.8I,lt2.81,088,21,088,21,064,51,06{.5355.?355.2

l0l5 Sht! Deparhent for Perforuance and

Delivery Mauagenelt

109.0109.0301,2303.2191.6tgt.6t.l0.i140.7

0752000 Public Senice Performance llamgenelt

and Delivery Senices

.t51.6451,6,141.?4lt.t ,t{ 1.2.t31,1?t{.52r4.5

076,{000 Gm.rd MDiristratio[ PhDIdrg end

Suopo Servler
39,139.117,836.536,5

Coordination end Supenisioo of 0ovemnent S.rvices
3 r3.r3r3.1306.0306.0299.3299.3

Service Delivery Management
9.19.191.t.7914.7881.8881.8617.16t7.1for Cat inet AIIairs1016 State Departllent
9,t9.19i9.191,1.7914.7881.8617,16t7.107 58000 Cabimt Affairs Services

12,431.21,585.910,8{5.39,790.2r,885.29,233.8 7,905.01,558.71,675.11,309.7 9,838,68,528.9101,7 State House
11,431.2r0.845.3 1,585,99,190.21,885.27,905.01,558,7 9,233.87,675.r1,309.7 9,838.68,528,90704000 Stite Housp Affair3

tz,73z.l10,25{.4Ir,l]6.5 1,978.09,228.1r,898.{2,7,10.0 4,557.51,817,52,027.056.01,971.0forDevolutionl03Z Slate
12,232.4r0,25{.,r1.978.0lr,l2651,898,,r 9,228.1,1,557.52,7,10.0?,027.0 1,8t7.556.01,971,00712000 Devolutiou Servi(rs
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Annex Table 4: Summa of Expenditure by (Ksh Million ...Contd
AuDrov€d Eatillates

z0z3l24 2024lz5 2025 /26 2026127
Sector

1053 Stete

Sector

Aftilrs 19,380.8

Clllreut

182,023t
1,171.0

Cipital

116,5023

20,551.8

Total

?0,260.9

Currelt

20{,961.1

2,390.1

Capital

146,731.7

Total

22,651.0

35r.69,t.8

21,168.5

CurreDt

2r9.430.9

Cauital

17!,t{0.7
2,6.t.t..1

Tot.l

23,812.9 21,995.0

Curlert

2,100.7

192,835.{

Tolnl

24,695.7

52t,61+6

071.1000 Crulrsl Admlnietradon Pl.ndug d

Supgort $rvi(a, 3,000.8 326.1 3,327.4 t,316.7 t26,7 4,803.{ {,587.7 .t9l.4 5,079.r 4.798.8 506,9 5,t05.7

0715000 For.im R.lrdoD rrd DiDlonucv 16.215.9 8{.1.3 17,060.? 15,7r7.4 1,713.4 17,430.8 16,.135.0 1,153.0 17,588.0 t7,023,7 88,t.9 17,908.6

0741000 EconomlcaMCo mer.ial Diplomacy .19.9 .19,9 5 r.8 51.8 30.0 10.0 52.3 52.3

07{2000 For.lEn Polcy Rit..Ic[ Gprclty Dlv aod

T.(hnic.l Coop.redon u{.3 114.3 l15.0 t50.0 365.0 I15.8 1.000.0 l,ll5.8 120.2 1.308.9 1,,r29.1

1054 State DeDa rtne[t forDiaiDora Alhirs 1,315.7 1,315.7 1,258.1 1,258.1 1,306.1 r,306.1 1,3S6.3 1.356.3

0752000 M.Brg.m.Dt of Diilpora.ud CoDJular

Allairi 1.315.7 1,3r5.7 1,258.1 1,258.1 1,306,1 1,306.1 1,356.3 1,156.3

ihMgem.ot of DiaJDon rnd Con5ular Affri6
l07l Th€ Nationrl Treesury 61,250.0 s0,011.3 11t,26r.3 79,583.4 10,0t2.2 1{9.595.6 88,107.6 7 t,393.2 162,500.8 187,981.1 83.4 52..1 21r,431.6

0717000 6!!!!d AdD{olrhation Pl.nDl0g aDd

SuDport Sa.vl(.i 51,188.2 8,951.0 60,139.1 6.812.9 9.6t4.0 74,{96.9 72,895.6 2{,611.7 97.507.3 i2,376.6 28,307.5 200.68{.1

0718000 Publi. tinenciel HanaI.m.nt 8,212.2 31,793.0 40,005.1 12,630.8 59,172.0 50,598.6 13,328.4.t6,511.2 13,031.1 37,567.5 {3,9.t5.9 s1,27 4.4

0719000 E.ononlc ild Fluioci.l Pollcy Formulitior

alrd Matratamanl l,{.16.6 9.:,r0.+ 10,686.9 1,472.1 13,820.0 r5,292.1 13,691.0 1,621.51,5{9.0 12,1.t2.0 t 1,r99.0 12,820.5

0720000 Mirkrt Complition .101.I 21.0 430.1 607.6 t7.0 63{.6 63 t.9 12.0 703.9 65r.6 65.1.6

1072 Slate Dep.rtnrellt tor EconoDlc Pl.|llling .1.007.9 59,8.15,7 63,853.6 4,17.t.3 6S,119.7 69,294.0 {,590.6 15,910.7 80,501.3 4,766.9 86,506.9 91,273.8

0706000 E.onoNlcPollcy iDd National Plan i t 2,3t9.7 58,253.8 60,573 5 2,,100.9 62,60.t.0 65,005.7 2,52.1.0 71.872.4 7 4,396.4 1,638.0 8r,96{.0 84,602.0

0707000 li.donal St tifi.il hfonnation S.rviceJ r,286.6 1,556.5 2.813.1 1.257.3 2.419.4 3,7 46.7 1,5{3.4 3,998.0 5,5{r.4 r,583.6 4,500.2 6,083,8

0708000 MonitoriDr.nd Eveluadon S.M.ei 89.1 35.5 r24.6 150.2 35.5 185.7 158..1 .t0.3 198.7 167.8 42.1 210.5

0709000 G.[!nl Adninlrtritlotr Planrlr8 rud

SuDDort $rvi(t 312,.r 3r2..1 355.9 371.5355.9 364.8 36.t.8 371.5

1213 Srat. D.g.rtmcnt (or PubllcServl.! r.005.9 32,782.523,378.3 24,464.2 23,908.2 1,303.0 25,291.2 z+,922.7 3,264.7 20,187.{ ?8,413.5 {,369.0

0, 10000 Public Sentce Trarsfonnation 9,324.r 913,9 10,238.0 1,23.t.8 ,r43,0 1,677.4 1,25,t.5 2,r39.8 3,39.1,3 t,301,2 3,396,5 4,697.7

0709000 Grn.rd Adninlstridon Pli0ni0g and

SUDDort SarYlca! 498.9 60.0 558.9 399.3 399.3 113.7 {13.7 428.0 {28.0

Public Sarvl(! HuDln Rlloulte Martgsmlnt aDd

D.velopn nt

0747000 Netionrl 1'outh S.rvic! 13,555,3 I12.0 13,667.3 12,990.8 84.0 13,07.t.8 13,858.3 I l0.l 13,968..t 17.200.4 122,8 11,323,2

Public Slrvi( HuoaD R.rour.! MtE8!El![t rrld

D!v.lopm.nt 9,283.3 856.0 10,139,1 9,396.2 1.014.8 10,{11.0 9,{83.e 8,19.7 10,313.6
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Annex Table 4: Summa of Ex

SE.CBEI

enditure Pro am nl cs h Million) ...Contd
ADproved Ertinntej

20761212025/2620241252023124

Tolal

+4,777.7

523,61{.6

CaPital

192r353
2,065.0,13,160.3

Total

42,712.7

C(flrnt

130,119.1

2,065.0

Capital

171,1,t0.7

Tolil

35t.69.t.8
.u.613.1

C$ffeIt

{1,103.3

219,430.9

39,558.{

Currelrt

2lx,96t.l

Capital

146,7X1.7

2,065.0

Total

{0,7{t.0
799p262

39,t17.0

Current

r8:,823.8
1,565.0

CaDital

115,5023

Pirlienlent

Sedor

Sector

Code

356.7556.7531.7587.{516.8 587.4516.82061Th. comntlrsio|l oo R.v!Ilu? Allo(atioI

ss6.7556.7s31.158?.+587.4516.8516.8

0737000 llhr.Covamrl.rLl TrarEfln erd Floancirl

I'lanerl 3,855.93,789.1 66.23,?89.73,129.8 59.42,7 t7.62,672.3 .t5.345.3 3,565.s3,520.2207 1 Publlc scrvi(e CoDrmksion

1,077.3l.0u.l 66.21,0.12.698t.2 59.;999.995.1.6 .t5.3902.0856.7 +5.3
072 5000 o.u.ril Adminif.tlo0, Phloh! aod

2,.170.12,470.r2,,151.92,.151.9r,436.8t,.1t6.82..155.r?,{55.1

0726000 Huhah R.sour(. nan:g.menl and

DevaloDmant 189l189.118 t.0t81.0t71.7t73.7123.5121.60727000 Cov.rn Dce.Dd li.tio0d Vrlu.5

57.r57.r5.1.051.2 5.t.054.05{.0074,1000 P€rfonnance e[d
62.I59.7s9.756.030.7 56.030.7Functio[s075000 AdniniltradoD of

62.t

599.5599.5s79.3519.3559.9550.3 559.9550,32081 Selarie! and Remuoarrtion
599.5599.5579.1579.3559.9550.3 559.9550.307 28000 $lid.r .nd R.nrlnentlon il4!!!4!!L

9,265..t.t53.78.811.7408.2 B,95l.l8.543.1315.0 8,599.58.284.5315.0 8,293.97,974.921t t AudltorGeneral 9,265.{.{53.78,811.7408.2 8,951.38,5.|3.13I5.0 8,599.5&293.9 8,204.5315.07,978.907 29000 Audlt S.nlces 811.08l1.0783.5783,5158.4758..t701.1701.4otlheController2tzl
811.08l1.0783.5783.5758..{758..r707..1707.lof finencetand
826.{426.4798.9798.917?,.r772.47.t5.17 [s.Z2txl

167,05?.1

E16.,{

216.{53.1

203,052.0

798.9

,50^053O

198,570.6

712.,t

241,1 r
159.734.6

712.4

2o5JS56--1rrrs6"5
r53.,t35.5

7.r5.2145.2

196"03r5
150. r8l.s

0711000 Pronrotion or,{dnnnisn invr lr,shce

ATIOI{AI SECURITY

l0.ll Ministrvof Defeuce
2l?.391.1

8t6.{-- r6nqr,,:,
45,339.0

{5339.0

40.339.0

{033r"0
798.9

162,713.0

209J11.03S"8t60
38,836.0

325{3
3.25{.0

080

:08.871.3163.532.3 .15,339.0r99.61,1.3.r0.3J9.0195,21!,7 1s9,275.31s6.376.7 38,835.0r50.189.21{6,91S.2 3,t5400801000 D.f![c.
350.0350.0350.0350.0 350.0!50.0500.0500.00802000 Clvil ,1id

2,819.82,7 37 .1 ?,819,82.657.9 2,737.12,657.9?..t96.1:,.196.1

0803000 Cenlril Ad lnlfiatio[, PlerniDg and

SuDDorlServices
350.0350.0350.0350.0250.0 350,0:50.00805000 N.tiolt:l

350.0

{9,,101.047.001.0{7,001.0.r5,851.0.r5,851.0.15,851,0.r5,85r.0Sarviaa .19,{01.04r,401.0{7,00r.047,001.045,85r 0,15,851.045,851.0.r5,851.00804000 Nedonrl stcuritv lnt.lllren..
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Annex Table 4: Summ of Expenditure by Programmes (Ksh Million ...Contd
Approvsd Estinrrtes

2023124 2024IZS z02sl26 2026127

S€clor

Code Sector/Vote/Prorranme Current CaDital Total Curr€nt CaDital Total Current Capital Totrl Currelt CaDital Total

75,119,5

1,.160.8 18,305.3 t9,766.01132 State Departnrelt for Spofis & Arts 1,533.4 16,079.2 11,612.6 1,295.9 16,974,4 18,270.3 1,382.5 17,254.2 18,636.8

19,766.00901000 Spons 1,533.,r 16.0i9,2 17,612.6 r,295,9 16,914.4 18,270.3 r,382.5 tl.254.2 18,636,8 1,.t60,8 18,305.3

113{ State Departuert for Culture and llerilaSe 2,66{.1 152.9 2,816.9 3,625.3 175.5 3,800.8 3,758.7 268..1 {,027.0 3,863.7 320.4 {,r84,1

2,259.5 12.t.3 2,383.8 2,339.8 95.5 2,,t35,.r 2,388.5 56.,r 2,.t.15,00902000 Culture/ H€rihee 2,335.0 139,7 2,414.7

0905000 General Administration, Ploning and $rppor 203,5 203,5 318.7 378.7 ,103.9 103.9 .112.0 {l?.0

124.8 220.0 98,6 237.3 335,90916000 Public Recordi Manf.ment r25.6 13.2 138,7 86,9 17,0 103.9 95.2

1,t99.3 3,717.01135 State DepartnrertforYouth Aff,lrs eId lheArt 2,962.9 92,t.8 3,881.7 2,216.5 1,35{.{ 3,570.9 2,389.2 l,lst.0 3,5{0.3 2,517.7

0711000 Youth Empolemunt Senlces 233.6 313,2 5,16,8 28?.6 680.0 962.6 3335 36,1.6 698,? 361.8 364.6 732.4

887,6 399.0 1,2E6.60748000 Youth Development SrMres 753.1 517,9 1,271,0 806.5 399.0 t,205.5 818.1 399.0 t.247.2

07{9000 Grn:nl Admlnistrdot Phndng rnd

SuDDort S€rvl(€s 329,0 329.0 325,7 325.1 3, .0 3.t 1.0 366.7 366.1

435.7 1,331.20903000TheArts t,?36.1 80.0 1,316.7 801.7 215.4 \0n.1 866,5 387.4 1,253.8 895.6

090.1000 Librarv Services 410.5 13.6 424.1

937.{ 5,408.9 ,1,552,3 992.8 5,5{5.11184 State Departtrlent forLabour 4,168.3 335,5 ,1,503.8 .t,344.3 1,008.2 5,352.4 4,+7 t.6

591.5 591,5 396.4 396.,1 .12i.5 .tr.5 .152.9 .152.9

0910000 G.mnlAdtrd0istradol Ph,nalngaud

Support Srvicai

1.280.0 431.1 l,7ll.1 t,165.1 157.3 1,523.0 1,391.8 $8.0 r,549.80906000 Lrbour, Employnrent and S!fety Services 988.0 228.4 t,216.4

0907000 lhnpower Developmrt, hdustdd Skills &

Productivitv Mroarenent 2,588.8 107.1 2,695.9 2,661.9 5n.l 3,244.9 2,678.4 i80.1 3,458..r 2,701.6 834.8 1,5.r2.4

35,418,9 33,207.3 3,506.9 35,714.2 33,343.3 2,580.1 35,923.4

1185 Strte Depaftre tor Social Proteclio!,

Pensions & S.nior Cltizerls Affairs 34,367.6 3,862.5 38,230.1 33,089.5 2,329.4

,1,,t53.9 666.1 5,120,60908000 Sodal Developnent end Cbildmr S€n4cer 1,268.3 33 r.5 ,t,599.9 4,t57.9 ,t01.5 4,559,{ .r,3{8.6 590.5 4,939.1

29,805.6 3,530.8 33,336.1 28,,105.5 1,9r.9 30,333.,1 28,,r25.4 1.916.4 30,34r.8 t8,434.5 1,913.4 30,3.17.90909000 l{atioml Social Safety Net

526.t 526,1 433..1 {33.4 454.9 t54.9

091{000 Generd Adnlnisradon, Plannlng ald

Suppon SeMc$ 293.7 293.1

2,350,0 3,553.5 5,903.5 2,{10.6 5,983.71212 State D€partnentfor Gender ?,1?6.0 3,6765 5,802.5 2,281.1 3,501.{ 5,788.5

3,000.0 3,036.009 I 1000 ComrnuniN Development 36.0 3,000..1 3,036,4 3,000.0 3,043.4 5r.0 3,000,0 3,052.0 36.0

2,52r.6 1,857.7 50 t..1 2,359.r 1,930.0 553,5 ?,483.4 1,994.7 573.? ?,567,90912000 Gendrr Enrporverment 1,8{5.5 676.1

386.0 368.0 368.0 379.8 3i9.8

0913000 Clmnl Ad$idsBtion, Planning and

Sulpofi Seflic.s 2{4,5 24,1.5 386.0

135

SEfrBTT

)90 SOCIAT PROTICTIOII, CUTTURE AND RTCR[ATIOI{ t7.872.2 25.011.3 72.853.5 46.058.6 25.3,13.3 72.201.9 {7.559.3 25.611.4 13.230.7 48.148.4 26371.1

2021 Budget Policy Statement



SECHTI

Annex Table 4: Summary of Ex cnditure by Pro rammcs (Ksh Million) ...Contd
Arproved Estlrtat.s

20z6l2120251262021 1252013lZl

Calilal

127,046.5

,10,255.0

Tot.l

42,077.n

161,711.8

39,774.0

C.pital

1t9,294.2

{1,{90.0

Total

152600.5

CImenl

10,6713

1,82?.0

Current

1,530.0 22,461.0

Cipitil

93,4t5.8

23,997.0

Total

121,961.0

1,716.0

CurrentCurr?ol

1,5{1.8

Capilal

90,791,7

22,641.0 2{,185.8

Total

Sedor

Code

110{ Stale

Seclor

for
25,498.0 16.480,027,550.0 28,{82.0 982.0860,0 r9,055.0 19,915.0 932.0856.3 19.1.t4.0 20,r00.J101.1000 lrrit.tion and hnd Rld.nution
l r,610.0 12.173.0ll,{27.0 563.02,2,15.0 2,730,0 523.0 r0.90.1.01,880.0 2,371.5 481.01015000 Wat?r Stor:sr and flood control .r97.5

3,195.0.18.0 3,1,17.01,202.0 43.0 r,320.0 1,363.01,551.2 36.0 1.166,01,520.0l0 2 2000 lveter tlarveni0s and Stor{! for lrdgiton

129.0I8.0150.0 r50.0 2r8,0156.7

1023000 Grn.nl Adr nisfation, PliDoing aDd

SuDDorl Slr.ricet 156.7

82,950.07 6,251.0 6,73.1.0 76,2t6.060,903.0 67,0,t8.0 6,456.0 69,801.058,t?0.0 64,934.4 6,115.06.594.41109 State Departmeot forlvater & SanitatioI

388.0 1,207.01,108.0 819.0269.0 961.0 119.0 3:9.0i.t0,0 1,.139.3 691.0

1001000 G.!.rd MnldrE tioD, PLmlDt :td
SuDoort Sarviclt 699.3

21,880323,256.0 ?,029,0 ?2,851.018.80.r.0 20,758.0 1,982,0 21,274,012,65r.0 11,865.{ 1,95.1,02,2t4.4100.1000 lvitlr R!soulrer I'ianag.n.rt

56.853,03,886.0 52,911.03,695.0 .18.r98.0 51,893,0+8,629.7 3,{99,0 41,8i0.0 45,329,03,680.7 ,u,929.0
1017000WaM d Sc}t"ra8e hfruetnctue

Devllopr|.nt
t,726.5 1,.t3{.5 3.161.01,185.? 2,832.01,317.0 931.8 2,2{8.8 1,6.t6.82,09{.1 1,685.5 3,779.61192 Stete De9rrtnEotfor Minilt

62{..1 1,529..r1,116.9 905.0697.0 853.5 263..1879.t 697.0

Im7000 Grlld fthirifitioo PlrlDiq rld
SuDDort Serylcrs 879.1

617.33.r2.3 135.0331.3 44t.8 176.1493.5 269.0 192.8 561.8303J 190.01009000 I'llneral Reiourcer trl arerut

95.r.3939.0 419.2 .175.1990.0 .162.0 .177,01,.t95.5 2,,107,0 351.0 639.0911.5

1021000 Gioloticil Sumy md GtohIom.dor
Mrlatanmt

1.002.0 t6,175.31,78t,0 15,390.0 t{,713.311,809.0 1,.133.0 13,24?.0 13,609,01,383.0 11,604.61203 Stale Departueut forlvildlife 10,22r.6
16,775.315.390.0 t,1,i71.3 2,002.013,2,[ 0 13,609.0 1,781.01,383.0 11,50.1.6 11.809.0 1,,t]3.010,t21.51019000 lvildllfe Con$rvrtioo and Maoaglmrnt

7,582.57.06.1.5 .r.508.5 3.07.r.06.398.0 4,3L5 2,743.02,{0t.9 6,551.7 3,8.18.0 2,550.04,149.8

1331 Shtc DePlrb!trt for Euvlrooolnt & OiEut.
Charye

.1,623.01,03,t.0 2,589.0r,9.10.0 2,258.0 {,t98.0{,275.4 r,83:.0 2,065.0 3,897,0?,{165 1.858.91002000 ElviroDment Managrment rnd Protedion

826.0 8?6.0806.0530.0 530.0 806.0?09.0 709.0

10.10000 G€oeral Adnidst'atioD, Pl.Ildot .rd
SuDDort S.rvicat

.t16.0 1,490.5. 6.0 1,470.5 1,07.t,5416.0 1,,130.0 1,054.5,t58.0 t,491.2 1,01,t.01012000 Mrteorolodcal S!n i(.s r,024.2

6.13.0590.0 57{,0 69.05{1.0 521.0 69.075.0 75.0 {72.0 69,0ftllnD. l: \(16 Rrhat&&ln ll Cd{n:li,r
15,171.011,107.0 {.065.010,557.0 {,010.0 1{,567.01.1,480.7 9,900.0 5,131.0 15,031.010.123.4 4,357.31332 State D€p.rttrlrotfor [orestry

15,172.01,t,567.0 11,107.0 4,065.010,557.0 4,010.01,t,,180.7 9.900.0 5,r31,0 15,031.010,123.{ {,35i.3

I0t8000 FonsB MerBgemlnt eld Watlr Tontrs

ColJen adon
1,99.1,685.81,988,220.8 1,006..16{.91,754,035,5 969,062.9 2,733,098.,r2.t61,471.4 r,651,529,r 853,93{.2 2,511,+63.61,681,23{.7 783,2t9,7TOTAL
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Annex Table 5: Highlights of the Issues Raised During Public Participation

Scctor Issucs Pro ctl rva firrwartl/ Action taken/ Res 0llsc
Agriculture Rural
and Urban
Development Sector

I'olicy lssues
o Agricultural extension servlces
o Attachment of agriculture students

r Agricultural content on television

Pro iect Implementation Issuct

r The Government is working on a proposal to place extension officers in all wards

from the National Govemment to work with the County Government extension

officers to serve the farmers.
o The Sector has entered into a Memorandum of Understanding with the Ministry

ofEducation to have agriculture students attached in their villages for knowledge
transfer.

o The Sector runs a program called Sauti ya Mkulima. Further, the Information
Research Centre will work on improving the content to cover agricultural based

television programs

r The Sector is planning to drill boreholes in 2000 schools that will be used for
agriculture and production of seedlings to support the tree growing program.

r The Sector will distribute the subsidized fertilizer through the e-voucher system

by using registered agro-dealers. Further, the fertilizer in use has been blended

with lime to reduce acidity in the soils.
r The Sector has identified 19 Counties where pyrethrum can be grown. Further,

there is a plan to use 84,000 acres of Government land for pyrethrum seed

multiplication.
o The Sector has an early waming system for livestock diseases. This is through a

digital platform on disease outbreaks which once triggered vaccines are provided
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o Strengthening of4K clubs
r Distribution of subsidized fertilizer
o Revival of pyrethrum sub-sector
r Early warning system on disease outbreaks

to the County Governments to cover the satne.
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Environment
Protection, Water
and Natural
Resources Sector

Policv Issuc
o Carbon credits awareness and regulatiou
o Bio-diversity loss and pollution control

Ilcsuu rcc allocation issucs

r Thin allocation to water projects

Proicct lmnlementation Issues

o Flood control in the lowlands

s o Thc Climatc Change Act has provided for regulation of Carbon Credit rnarkets

and the Regulations that provide the mechanisms have been approved. This will
ensure that the Carbon Credit rnarket is regulated and cushion Citizens from

exploitation.
. The EMCA Act is being reviewed to entrench the polluter pay principal. Further,

the Sector is spearheading the l5 billion tree growing programme for

environmental conservation. In addition, the Sector ensures that solid waste

management is taken into account in all projects.

. Projects are scattered across the Country for equity given that access to clean

water is a right for all hence the thin allocation to projects as per available

resources.

r The Sector is conducting flood mapping to ensure that flood water follows

through natural water ways. This will include construction of dykes to ensure

that the rivers and natural water ways do not break their banks and invade on

human settlernents.

Public
Administration and
International
Relations Sector

Rcsourcc allocation iss ues

o Low allocation vs. resource requirernent

Proicct Imnleme ntation lssucs

r Issuance of passports taking long

r The Government is working towards increasing the ceilings through

enhancement of revenue rising and engagement of Public Private Partnerships

where possible in project implementation.
. The Governrnent has formed a taskforce to work on modernization of the

Government Press. This will improve services and make it possible to print

passports locally hence reducing the time taken to deliver them to citizens.

Policy Issues

r Price control of petroleum products

o Importation of processed petrole unl roducts

o The prices of petroleum products differ across the Country due to differences in

transportation and handling costs as you get further from the port of entry.

SEOBH
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r The oil rehnery was closed due to old machinery which led to high costs of
operation. This then lead to importation ofprocessed products. The Government
however has plans of building a new refinery in Lamu.

o EPRA has provided guidelines on electric vehicle chargirtg points and pricing

has been set. This is available for the private Sector to guide in the establishrnent

of charging points. KEBS will certifu those who wish to establish chalging
points while Kenya Power is putting up some charging points.

o The Sector is working with the police to enforce road safety rules through

implementation of the Road Safety Strategic Plan

r The Government is planning to conduct a country-wide public participation to
ensure that Kenyans aie aware ofthe housing plan for inclusivity. Fufther, the

housing designs are taking into account the needs of People living with
disabilities by having lifts and walkways.

o The Goverrunent is working on public awareness on the use of road furniture
working with County Governtnents to reduce sale of the sal1le as scrap metal.

Further, alternative materials are being explored to replace rnetallic fumiturc
which cannot be reused. In addition the Government is exploring electt'ot-tic

tagging of road furniture.
r In the design and implementation of all road projects drainage is taken into

account. The Sector is also working with County Governlnents to ensure that the

drainage on all roads is unclogged.
. Implementation of BRT on Thika road has been delayed due to a pending bilt

owed to the contractor once it is paid the contractor will come back on site.

Further, in the implementation of BRT

r Electric vehicles charging points

. Poor implementation of Michuki rules

Proicct Implcmcntation Issucs
. Public participation on the housing

programme and inclusivity of PWDs
. Vandalisrn of road furniture
o Roads drainage system in Kisumu and Uhuru

Highway
o Implementation of Bus Rapid Transport

(BRT)

Govcrnancc Issucs

$ECBH
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Health Scctor Policr Issucs
. HMAIDS and teenage pregnancies

controyprevention among the youths and

adolescents

o Provision of Family Planning essentials

. Cross border disease management in Busia
o Provision of assistive devices to PWDs

through the Social Health Insurance Fund

Resource allocation issues
o Allocation to Gatundu and Mathari hospitals

Proiect Imnlementation Issues
. Implementation of Managed Equipment

Service (MES) programme
r Equipping of Community Health Promoters

(CHPs)
o Construction of Meru and Kakamega cancer

centers

r The Government through the Ministry of Health has outreach programs for
sensitizing the youth through different platforms including social media, through
the RMCAH and NASCOP programs

. The Ministry indicated that there is a provision for family planning products

including free condoms.
. There is enhanced surveillance across the border at all ports of entry so as to

protect the local population from outbreak of diseases in the neighboring
countries. Further, the Govemment is building isolation rooms at ports of entry.

o The Ministry of Health will be conducting public participation of the Social

Health Insurance Fund regulations which includes the essential package.

r The funds allocated to Gatundu Hospital were meant to complete a complex in
the hospital then handover its operations back to the County Govemment of
Kiambu. The allocation for Mathari Hospital on the other hand is iternized in the

Ministerial Budget but going forward it will be a transfer to the hospital

e The MES was a Tyears programme that rasped in May 2023 which was
government funded through a program of leasing to own. The County
Governments were given a conditional glant for payment of the MES.
Negotiations are ongoing with the Council of Governors on continuation of the
program.

. The CHPs are equipped with kits that contain a glucometer, blood pressure

machine, weighing scale and pain killers and syrups. They also have a phone

that captures data on households visited.
r The Sector was working on Kisii and Mornbasa cancer centers. Kakarnega and

Meru are next in line.

raol SEEHET-
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Education Sector Policr Issues

r Discrimination of student in private schools
in terms of dishibution of marks and
placements to high schools.

r Introduce volunteerism to bridge the gap in
teacher capacity

r Partnering with the Ministry of B,ducation

(MoE) on technology projects.

Proiect Implementation lssues

r Measures to shengthen link between medical
and educational assessment.

o Mental health within the sector in terms of
integration with health safety and wellness.

. Adult education not mentioned

. Transition of learners with disability to the
Junior Secondary School (JSS)

o This is not true and needs to be demystified. The exams e marked by machine
other than the composition and insha. The formula for rnoderation is

standardized and public knowledge while school selection follows tnerit and

choice and in other instances, affirmative action.
o Suggestion welcomed. However, it is irnportant to note that there exists a

frarnework for volunteering which other partners or NGOs use to provide
teaching services. The issue rnay be awareness creation so that Kenyans can take

the opportunity to serve in the society.
o The MoE is willing and ready to work with partners and also leverage on

technology. Currently conducting e-assessments for the teacher training school.

Interested parties can liaise with the ministry and present their proposals.

o There are plans to set up assessment centers at the regional level. The strategy is

that the centers will be next to or within hospitals. Further, Kenya Institute of
Special Education (KISE) will have a parents' facility within where parents can

be hosted as the children are being assessed.

o Mental health issues are address through teacher induction, mentorship and

coaching where teachers are helped with how to deal with mental issues. There

is also guiding and counseling services as well as chaplaincy available for
students in institutions of learning. Further encouragelnent of participation in
extracurricular activities helps in achieving mental health.

o The sector has adult education centers which are used to address issued of
literacy. However, there may need to relook into adult educatiort as there are

different pockets of literacy in the country with the centers being necessary in
some areas than others.

o The allocation for transition to JSS covers all students and it will be to cater for
all categories of learners not just learners with disability. KISE has bccn

t4t
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Resourcc Allocation I ssucs

. Commensurate funding to universities for
preparedness for students from both the old
and new curricula

r Consider budget for safe houses for teenage

mothers within schools

undertaking training for teachers to enable them manage students with disability.

The ultimate objective is to have integrated schools where all learners will be

taken care of.
r There is allocation to the universities' subsector to deal with the transition which

is expected from 2029. First, for the Commission for University Education to

start on curriculum reform. Second, the new funding model will address funding

issues where the funding will follow the student. Further, universities need to

come up with innovative ways to generate revenue and fund their activities as

well as review their course offerings.
o While considering this, there is need for parents to be engaged in issues affecting

the upbringing of their children and not relegating it to schools. With 72Yo of
secondary schools having day scholar, students are at home more than they are

in school parents need to be inte I in their children's lives

Social Protection,
Culture and
Recreation Sector

Policy Issues

r Balance between young people getting short

term contracts abroad vs. brain drain
. No proper frameworks for Creative lndustry

e.g. Graphics rights not protected

o Protection of cultural artifacts such as man-

eating lions of Tsavo, kiondo etc

o Inclusion of PWDs in the public

participation i.e. no sign interpreter or braille
for visually impaired persons

Proicct Inr nlementatio n Issues

o The country produces about lmillion graduates annually into the labour market

yet the economy is only able to absorb about 200,000. The remaining 80% need

to be engaged profitably and economically for the good of the economy. The

bilateral labour agreements are short term in nature so that the workers can come

back more skilled and increase production and employment locally. Further,

diaspora remittances are the highest in terms of foreign exchange earning so

there is need to demysti$ the issue of brain drain.
. This will be addressed through the Creative Economy Bill which is stillengaging

the different stakeholder to get their views. The Bill needs input from

stakeholders on how to incorporate Artificial Intelligence in the creative

economy.
r The country is working on the repatriation of artifacts. Orlce the country ratifies

the TJNESCO convention which is under discussion in Parliament then this can

be possible. Successfully repatriated the vigangos and talks have started for the

repatriation ofthe lions as well as other artifacts

t42l
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Rcsource Allocation Issucs

o Include budget allocation for setting up film
studios to cut film production cost

r That is regrettably noted and the National Treasury will endeavor to meet the
needs of PWDs and make the public participation inclusive.

o This is noted but it is what can be managed by the government at the molnent
given that there are still other persons who are not yet covered.

. The eligibitity criteria for the cash transfer is for the persons with severe

disability. However, there are other funding for Persons with Disability (PWDs)

rvhere persons with disability can get support such as the National Council for
PWDs, the National Fund for PWDs, programmes for albinisrn and autisrn. If
resources allow, the cash transfer can be scaled up to include all persons with
disability and notjust severe disability.

o The government has plans to help cut down the film production costs and has

rreanwhile partnered with Invention Studios who are going to produce 12

movies in Kenya and these will not only create employrnent but offer knowledge

transfer. The facilities set up for the production of the movies will continue to be

used by Kenyans even after the partnership

Governance, Justice,
Law and Order
Sector

Policy Issucs

o Focus on delivery of quality service through
better remuneration of (National
Government Administration Officers)
NGAOs, provision of adequate facilitation
for operations e.g. uniforms, motor vehicles,
office space, computers, security and

training.
o Attendance of the public for the hearing is

worrying. Low tumout

r These concems are noted about the welfare of the NGAOs i.e. the chiefs,
assistant chiefs and the village elders and the State Department for lnternal
Security and National Administration will strive to priorities this within the

available budget. There is recognition of the role the NGAOs do especially
village elders and there is a policy being developed that will look into the

remuneration of village elders and this is a matter of priority to the sector.

o This has been taken into consideration and there will be endeavor to improve
turnout. However, the public can also pafticipate though online platforrns and

can submit their feedback via email and written submissions to the various
MDAs. Further, the National Treasury had conducted county participation where
view and feedback from the public on the budget had bcen sought.
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o The 2000 shillings per month not sufficient
for persons with disability to meet disability
needs.

o Persons with disability need to be considered
for cash transfer notjust persons with severe
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. Peace Committees are still active and are under the peace building department

within the State Departrnent for Internal Security and National Administration.

The challenge has been limited resources to conduct their operations but there

are plans to partner with other stakeholders to ensure irnplementation of peace

building initiatives.
. There is a programme on the rights of refugees and the host community to ensut'e

peaceful coexistence. lt is funded by the devetopment partners and the rnain

objective is to support refugees by working with the directorate of refugee

services as well as the Kenya National commission on Human Rights. The role

ofthe police even in refugee context is to maintain law and order'

o There are counselors available and in addition to this every prison has a

chaplaincy service that offers support to both the officers and offenders'

o The sector will mobilize and work with the development partners as well as the

private sector to strive to bridge the resource gap. The sector will also look for

opportunity for supplementary funding from the National Treasury should the

macroeconomic situation improve and allow for more resources to be availed.

o Peace Committees inactive
r Refugee rights violated
o Consider to have counselor attending to

probation officers as well as offenders on

probation.

o Budget deficit and how it is being addressed

in the sector

Ilroiect Imrrlementation Issues

llcsourcc Allocation Issucs

o The is partial concurrence to the suggestion so that Kenya can matc

happens globally like in cities such as New York in the space of imitation.

I{owever, there is need for legislation and regulation to not only protect

copyrights and intellectual property but also the rights ofconsumers and that is

what the authority strives to ensure'

. There is no conflict of interest as Government is implementing interventions that

will eventually lead to the objectives of combating climate change but it has to

h rvltatPolicv Issues

r Anti-Counterfeit Authority to relax rules to

allow creativeness of young innovators to

copy and imitate other technologies to spur

economic growth and emPloYment.

r Government institutions in conflict of
on matters climate changeiallyinterest es

General Economic
and Commercial
Affairs Sector
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where there is use of e.g. petroleum instead
of green or clean energy sources.

r Heavy competition in the manufacturing
industry from imports, are there policies to
protect local manufacturers?

Proicct Implementation Issues

r Private Conservancies are more than public
and not being regulated.

r Is there infrastructure that can support

climate change e.g. charging of electric
vehicles

be done in a phased manner and progressively in line with available resources to
ensure sustainability. The government also has to provide alternative solutions

to things like petrol and other fossil fuel or plastic and this has to be progressive

keeping in mind providing alternative livelihoods to those affected.
o State Department fbr MSME Development is tasked with the enforcement of the

preferential treatment of Buy Kenya Build Kenya policy where 40oZ of
procurement is preserved for goods manufactured locally. The State Department

has also adopted the value chain approach where products that can be best

manufactured locally are produced such as edible oils and the State Department

is in the process of developing financial products that can boost production of
these value chains. The challenge is local merchants are providing irnported

products once given contracts to procure for the government.

o Private conservancies are regulated and they play a complementary role in
expanding our natural ecosystems to support tourism. There are requirements

and steps that need to be met before establishment of a conservancy and even

after establishment there are standards and practices to be adhered to.

r There are a myriad of interventions to support climate change. For instance, the

government target of planting l5 billion trees which is being implemented by

every govemrnent department. For electric vehicles, there are a few charging
points in Nairobi and the government is working on how to progressively

improve on having facilities for charging and batteries to ensure success in

deali with climate change
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Annex'fable 6: Stakeholder and Public Pro osals or Comments on the 2024 Ilud ct Poli Statcm ent

SECTOR/POLICY
AREA

PROPOSAL/COMMENT WAY FORWARD/ACTION TAKEN/RE,SI'ONSE

Sustaining Bottom-Up
Economic
Transfonnation Agenda
for Economic Recovery
and Improved
Livelihoods

The budget analysis shows that the State Department for Housing and Urban

Development treats the Housing Levy as A-i-A, and the Affordable Housing

Regulations are still pending. The Affordable Housing Regulations, which

will clearly define how the Fund will be administered, should be implemented

as soon as possible.

In order to ensure that the constitutional right to accessible and

adequate housing is achieved, the Government is fast tracking

finalization of the legal framework for affordable housing. The

Affordable Housing Bill, 2023 which is currently before

Parliament will provide the legal framework for the

implementation of the affordable housing programmes and

projects.

The Affordable Housing Regulations will protect housing levies

collected and ensure they are optimally utilised to address the

housing gap as well as spur the economy through creating

employment

The 2024 BPS has a detailed section that highlights key sectorial priorities.

These priorities are mostly of the National Government but in some functions

are run by County Govemments. The Government should provide clarity on

how the National and County Government will coordinate these functions and

details on the mechanisms in place to support any intergovernmental

coordination of services. This should also include scenarios where the

resources earmarked for those services are to be spent on behalf of counties or

disbursed to counties as conditional grants

Article 6 (2) of the Constitution provides that the goverrunents

at the national and county levels are distinct and interdependent

and shall conduct their mutual relations on the basis of
consultation and cooperation. The National Govemment is

committed in ensuring that intergovernmental relations between

the County Governments and the National Governments are

conducted in line with the Constitutional provisions. Articles

187 and 189 of the Constitution provides for the transfer of

t46l 2024 Budget Policy Statement
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AREA

PROPOSAL/COMMf,NT WAY FORWARD/ACTION TAKEN/RESPONSE

functions and powers between levels of Goverrunent as well as

cooperation between the National and County Govemrnents.
On achieving universal health coverage, the 2024 BPS should capture the

rollout of communiq, health promoters who are supporting the UHC program.

This is captured in Section 1.2.4 of the 2024 BPS. The

Government has employed 20,000 new healthcare workers
under the Ala Nyumbani program, 8,429 workers whose

contacts had lapsed deployed and 3,394 interns enrolled across

the country. Additionally, the Government has collaborated with
all the County Govemments to recruit and deploy 100,000

community health promoters (CHP) throughout the country."
Indeed, more than two{hirds of Kenya's agricultural land

requires irrigation. In igation is the single most important game

changer in agriculture. To enhance access to water for dornestic

and industrial use, the Government plans to construct 100 dams

in the next five years using the PPP model.

On promotion of electric vehicles, the focus appears to be on pure electric
vehicles (EVs) while ignoring battery electric vehicles (BEVs) which are more

common as opposed to EVs whose adoption is low due to high prices and lack

of support infrastructure such as charging stations.

The paragraph has been amended. The Government plans to
reassess incentives that encourage the adoption of
environmentally friendly practices, such as the use of green

energy. Efforts will include supporting both purely electric and

battery electric vehicles as part of the shift toward a rnore

environmentally conscious economy.

The Government should prioritize the 63-kilometer Kisurru-Miwani-
Chemelit- Muhoroni- Kipsitet road. The three contractors have downed their
tools over pending bills and delayed disbursements from the Government. The
construction and completion of this road will boost food securify, and trade

This is noted. The Governrnent will strengthen the institutional
framework for road development in order accelerate the speed

of completion of new and stalled road constructior.r projects to
cater for the growing population. The recently forrned Pcnding

SEOBET
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construction to minimize over-reliance on rain-fed agriculture.
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WAY FORWARD/ACTION TAKEN/RESPONSEPROP()S.4,L/CO}I1\I ENlSECTOR/POLICY
AREA

Bills Verification Committee will help the Government to bring

the issue of pending bill to finality by identifoing system

es necessary to avoid accurnulation of arrearschang

and irnprove livelihoods in the lake region, it will also reduce trave

between Kisumu, Nandi, and Kericho counties ensuring faster accessibility

I tirne

and delivery of services
The Government is committed to create a supportive an

conducive environment for the growth of renewable energy.

making it more competitive with the abundant renewable energy

sources and accelerating the transition to a more sustainable

energy future. To reduce etectricity prices, the Government has

introduced a myriad of interventions to provide relief for

electricity consumers while at the same time ensure the long-

term viability and sustainability of the energy sector' This

includes Renewable Energy Feed-in Tariffs (REFIT)'

investment in geothermal energy, rural electrification, and

engagement ofindependent power producers in keeping with the

Renewable Energy Auction Policy. The Government has also

lifted the moratorium on Power Purchase Agreements (PPAs) as

a way ofenhancing the nation's energy security through opening

d

up the energy sector for continued investlnents

One of the interventions to reduce electricity prices is engaging in

power producers (lPP) in keeping with the Renewable Energy Auction Policy'

The Govemment initiative is to promote the development of renewable

enerry, which will reduce the cost of electricity for consumers. However, the

Government should subsidise the cost of renewable energy instruments so that

consumers can install them directly without involving independent power

producers who often increase the cost of production.

dependent

The Government has invested significantly in education and as

a result reduced the teacher-student ratio over the years. 56,760

new teachers have been employed, while 8,200 primary school

teachers were retrained to equip them with capacity to

effectivety deliver leaming and teaching at the Junior School

ears, the Government is committed tolevel. In subsequent y

In the Education Sector, the Government should consider the contracting o

the 21,550 Junior Secondary School teachers on a permanent and pensionable

basis in the FY 2024125 and spread over the medium terrn. These teachers are

duly trained, certified, qualified, and registered, and hiring them in an

intemship manner not only contravenes the Constitution but also fails to place

school learners on the required standards of learning

I

the junior secondary
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AREA

PROPOSAL/COMMf,NT WAY FORWARD/ACTION TAKEN/RE,SPONSE

recruit more to further bridge the teacher-student ratio gap.

Government will also continue to engage intern teachers to
equip Kenyan youth with practical skills and competencies.

The Government should prioritize the construction of Koru-Soin dam as a key
sector output in the medium term. The project seems to be currently neglected
by the Government despite encouraging efforts in the past. The prioritization
ofthe project is key as it is one ofthe Vision 2030 flagship projects.

The Government is committed to ensure all new and stalled
projects are completed.

The Government plans to construct 100 dams in the next five years and is

likely to use the PPP model. However, as part of fiscal transparency, the

number of dams already on course have not been indicated or the likelihood
ofsuch dams being conceived in the near future. That section could be updated

to take note ofthat.

The 2024 BPS provides inforrnation on some ofthe dams, water

and sewerage projects under construction across the county. The

Government will continue to invest in the construction of
various dams across the country to enhance supply of clean

water and reliable water for both dornestic and industrial use.

Paragraph 29 emphasizes the construction of dams using the Public-Private
Partnership Model to enhance access to safe water for domestic, irigation and

industrial use. The Government should consider water harvesting by
rehabilitating/desilting the existing natural dams and water pans for irigation
purposes.

In addition to constructing dams, the Government is

rehabilitating and maintaining existing dams and water pans.

During FY 2024/25 and the medium-term, key outputs include
rehabilitation of 200 rural water schemes.

Most of the priorities under the Bottom-Up Economic Transformation Agenda
will be dependent on roles to be played by State Corporations. This will
require efficiency, better budget execution and strategic alignment between
the SAGAs and county governments for functions that are devolved.The2024
BPS should include measures undertaken by Govemment to streamline the

role of State Corporations in implementing BETA and the wider contribution
to economic development through the multiplier interventions proposed.

In order to address the challenges faced by Government Owned

Enterprises (GOEs), commonly known as Commercial State

Corporations, the Government has embarked on the process of
privatizing and restructuring of these entities. Following the

enactment of the Privatisation Act, 2023, the Government will
fast-track the privatization of GOEs and Government Linked
Corporations (GLCs). As part of the process, the Govcrnmcnt
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WAY FORWARD/ACTION TAKEN/RESPONSEPROPOSAL/CO}I-NTENTSECTOR/POLICY
AREA

has identifred and proposed eleven (11) entities to be included

in the 2023/2024 Privatisation Prograrn, in line with the

rovisions ofthe Privatisation Act 2023p

Social Protection programs play a pivotal role in reducing

poverty, improving social inclusion and enhance economic

stability. By providing financial and non-financial support to

vulnerable populations, these prograrns contribute to the well-

being and resilience of elderly citizens. For this reason, the

Government will continue to develop and expand its social

safety nets, addressing coverage gaps, improving targeting, and

building administrative capacity will be crucial to achieving the

goal of reducing poverty and promoting social inclusion.

gives details of the Government investments in social

protection. The programmes fall under different MDAs but all target

supporting poor households and special groups. However, these programmes

were developed over the years using different methodologies and criteria in

identifying poor households. This has led to a fragmented social pfotection

approach. The National Treasury should include details on any policy refbrms

meant to have a common approach to identifring poor households to reduce

any risks of double counts and have an easier process of transitioning

households out of social protection programmes when their livelihoods

The 2024 BPS

lmprove

under the Bottom-Up Economic Transformation Agenda

(BETA) geared towards job creation and poverty reduction. To

attain these goals, the Government will accelerate investments

in: (i) Human capital development; (ii) Reforming markets that

are in disarray; (iii) Domestic resource mobilization and

application of those resources to development projects; (iv)

Reform and restructure oflnstitutions; and (v) Digitization so as

to coordinate all the other four areas.

The 2024 highlights the Government's policy priorities captu red

policy innovation levers/diagnostic tools has been introduced to correct that

problem inthe2024 Budget Policy Statement?

Kenya's poverty reduction has not been responsive to economic groMh What

MTRS is available at the National Treasuty website an

lementation matrix that details the proposed tax refbrms
d contains

an lmp
The 2024 BPS provides an informative summary of revenue measures t

rsue in the medium term through tax reforms. The BPS

hat the

Government will pu
Medium Term Revenue

Strategy (MTRS)
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SECTOR/POLICY
AREA

PROPOSAL/COMMENl' WAY FORWARD/ACTION TAKEN/RESPONStr

should include details of how much the Government projects to collect
annually through these annual reforms across the different taxes. In addition,

the BPS should also include details that show how equitable the proposed tar.
reforms and their impact across different wealth groups arrd how the poor will
be cushioned.

that will be implemented over the three years. The

implementation of the MTRS is expected to raise revenue to

GDP ratio from 14.3 percent in FY 2022123 to 20.0 percent by

end of the FY 2026127. The irnplementation of MTRS is

expected to improve efficiency in the adrrinistration oftax laws,

create tax rates that will enhance compliance and build the tax

base.

A lot of consultation is required on the tax measures in the MTRS, otherwise

this feeds the perception that the Covernment is over taxing Kenyans.

In ensuring openness and accountability in financial matters as

spelt out in Article 201 of the Constitution, the MTRS was

subjected to public participation by issuing Public Notice

requesting for comments and proposals frorr the public fbr
consideration in the finalization of the MTRS. In this regard, the

draft MTRS and the Public Notice were hosted on the National

Treasury website, and the Public Notice was also published in

MyGov. Various stakeholders submitted comments/input that

were considered in finalization of the draft MTRS.

The National Treasury should review the goal of the Medium-Term Revenue

Strategy which should include

1. Making Kenya's Taxation System buoyant, and attaining an optimal
elasticity of direct taxes

2. The National Treasury should undertake a fiscal incidence analysis similar

to one in the previous public expenditure reviews to inform tax changes.

'fhe objectives of the MTRS are to: irnprove efficiency in

revenue administration; ensure equity and fairness in the tax

regime; enhance tax-payer compliance with tax obligations;

expand the tax base; create certainty in the tax regime to attract

investment; and promote investment across various sectors by

removing market distortions. These objectives includes the goal

of making taxation system buoyant.
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The Government will explore the possibility of intro

carbon tax on industries and other greenhouse gas emifters' The

carbon tax will be based on the carbon content of fossil fuels.

ducing a
Carbon taxes should target heavily polluting industries e.g those that use

furnaces (buming coal, tires, heavy fuel oil etc.) with the highest carbon

llution contribution, and not individualsimpact and air po
ih" Gou"mm"nt will introduce Motor Vehicle Circulation Tax,

in the medium term, on all motor vehicles based on a flat rate or

on the engine capacity of the vehicle to irnprove progressivity'

In the design of the tax, exemptions will be provided for certain

categories of motor vehicles.

The introduction of car circulation taxes should prioritize incentives on

Electronic Vehicle ownership, implementing phased transition (e'g. over 15

years), and promoting environmentally friendly transportation alternatives

rather than a blanket tax on vehicle owners. Introducing additional taxes on

individuals, given the already existing high vehicle import and fuel taxes, will

overburden citizens.
The Government is a major consumer of goods and servtces'

Currently, withholding tax is applied on services provided to

public entities. To expand the tax base, the Govemment is

introducing withholding tax on payment on goods supplied to

Ministries, Depaftments and Agencies (MDAs).

Implement a withholding tax on payments for goods provided to

govemment was turned down because it was feared it could disrupt the market

and raise the expenses associated with public procurement. The rate should be

between I percent and 1.5 percent to ensure low margin iterns and cashflows

are not materiality affected by a high rate and reduce refund burden,

the

administrative costs, and taxpayer costs

education accessible to all learners. However, the benefit ofthe

exemption is not uniform across all leamers due to differences

in fees charged and services provided. Some schools provide

some services that are not directly related to education'

Therefore, the Government will introduce VAT on education

services provided by schools, which are not directly related to

education.

Education services in Kenya are exempt from VAT to make

not attract VAT given the positive externalities that accrue from an educated

citizpnry

To ensure affordability and accessibility to education for all, education should

SECBET
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Imposing VAT on insurance services is likely to drive up insurance costs,

ultimately reducing affordability for individuals seeking insurance coverage.

Amend sections 16 and I 7 to increase the period for claiming input and issuing

credit notes from 6 months to 12 months, to allow for cancelation of policies
mid-way

Currently, all insurance services are exempt frorn VAT.
Taxation ofinsurance services at the general rate will expand the

tax bases and hence raise VAT revenue. On amending section

I 6 and 17, this is fiscal budget proposal that will be considered

during preparation ofthe 2024 Finance Bilt.
VAT Input Tax Apportionment Formula will increase adrninistrative burden

on businesses and compliance costs.

Applying excise duty to betting and gaming could lead to a rise in the infonnal
sector and an increase in illicit activities.

Betting and gaming activities have negative social irnpacts to the

society particularly among the youth thus the need to discourage

participation in the activities. The Government wi[[ review the

excise duty on betting and garning to fully address the negative

externalities.

Imposing withholding tax on payments made for produce delivered to

cooperatives may deter small-scale farmers and negatively impact their
livelihoods.

The Kenyan econolny remains highly dependent on the

agriculture sector, which contributed an average of 21 .2 percent

of the GDP in 2022 and has the highest ernployment rnultiplier
in the economy. Despite this, the sector's contribution to tax

revenue is less than 3 percent indicating that the sector is

undertaxed. Withholding tax is meant to address the challenges

faced by agricultural sector such as the subsistence nature ofthe

SESBET
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The VAT Act provides for apportionment of input tax deductible
where a taxpayer supplies both taxable and exempt supplies. The

formula enables the taxpayer to determine the amount of
deductible input tax. Currently, where the taxable supplies are

more than 90 percent of the total supplies, all the input tax is

deductible. The provision for a threshold has been subject to

abuse leading to loss of revenue.
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sector and inadequate tax literacy by the players of the sector

which makes the ta,ration of this sector difficult.

Taxing the digital sector will be applicable to those parts o

economy whose value and profit creation are based on the

application of digital information and communication

l' an

technologies

Taxing the digital sector could potentially impede innovation and hinder

growth within the digital industry

Some entities prepare their accounts to depict perpetual

position thus evading taxation. To ensure fairness in taxation of

income, the government will redesign the minimunr tax taking

into account the issues raised by the Court on the previous

minimum tax.

loss
Do not introduce minimum tax as they are regressive, presumptive and unfair

The Government will reduce the corporate rate of tax

current 30.0 percent to 25.0 percent over the Strategy period'

Kenya's CIT rate is at 30 percent compared to the world average

of 23 percent and the African average of 29 percent. Studies

have shown that high rates of corporate income tax discourage

foreign direct investments and encourage investors to lobby for

lower rates or tax exemptions. Further, high rates contribute to

increased tax planning and reduced compliance by taxpayers,

which in the case of Kenya, has contributed to a decline in

income tax as a share of GDP.

from the
Reduce the corporate incolne ta.x rate from 30% to 20Yo to stimulate business

growth and investment

Residential rental income within a threshold of Ks

Ksh 15.0 million is currently taxed under a simplified tax regitne

ercent ofthe gross with an option ofpayment at

h 288.000 to

at a rate of 7.5 P

Review the residential rental income ta,r regime to ensure

improve tax collection. consider progressively reduction and elimination in

ition ofthe role atTordable rents play in housing citizens

fairness aud

recogn
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the corporate rate. The simplification was introduced to enhance

compliance though it has increased the number of taxpayers, it
has not achieved the envisaged compliance with an estimated

gap of Ksh 27.0 billion in the year 2022. To address cotnpliauce

challenges in rental income taxation, the government will
enhance regishation of property agents, mapping of properties

and leveraging on technology. In this regard, and to ensure

fairness and equity, the government will review taxation of
residential rental income.

Review the personal income tax band structure to improve progressivity and

ensure a fair distribution of the tax burden. This should also apply on the

housing levy which is now the most regressive tax in the world. Consider

bundling the levy with PAYE by raising the PAYE accordingly within the

respective progressive bands.

The Income Tax Act provides five tax bands on personal

income. The current structure is not progressive since tax bands

are not wide enough to cushion low-income earners. Further, the

structure increases opportunities for tax avoidance and evasion.

The Government will review the structure to improve its

progressivity based on recommendations of a study to be

undertaken by I(RA.
The Goverrunent is on track to facilitate delivery ol affordable

houses and enable low-cost housing mortgages. The Housing

Levy that was enacted in Finance Act,2023 is providing an off-
take fund that will de-risk investors, and offer affordable finance

to home-owners, bringing home ownership within the reach of
the majority of urban population.
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Review downwards the excise duty regime on petroleum products to mitigate

the impact of rising fuel prices.

The govemment plans to review the excise duty irnposed on

petroleum items in order to tackle their harmful impact on the

environment.

Review downwards the excise tax regime for alcoholic beverages to base

taxation on alcoholic content for fairness and to lower barrier to entry and

improve competition in the sector.

Currently, taxation of alcoholic products is based on varlous

criteria including, consumer behaviour, the value ofthe product,

the volume of consumption and alcohol content. The

Government will review the basis of taxation to the alcohol

content of the product taking into consideration the

harmonization within EAC region. Further, the Government will
charge excise duty based on alcohol content of the products to

discourage their consumption as they pose higher health risks.

Phasing out ofpreferential corporate tax rates is a bad idea, as we need to keep

promoting the investment in the sectors specified in the income tax Act.

The preferential rates apply to specific sectors to promote

investments. However, these preferential rates have contributed

to the erosion ofthe tax base and encouraged business persons

to lobby the Government to grant similar incentives to other

sectors. To address the situation, the Government will gradually

phase out the preferential corporate tax rates while focusing on

other investment promotion measures over the strategy period'

Tax incentives are provided by Governments as a policy tool to

influence taxpayers' behaviour, but they come at a cost in terms

of foregone tax revenue. In addition, tax incentives increase the

complexity ofthe tax system and reduces its effectiveness as an

instrument to promote equity. Studies have shown that

incentives may not necessary be effective in influencing the

SEGBEI
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Review and rationalize tax exemptions for corporate entities to expand the tax

base is a bad idea, as we need to keep promoting the investment in the sectors

specified.
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taxpayer's behaviour. During the Strategy period, the

Government will review the tax reliefs with a view to eliminate
the reliefs that are counterproductive.

Review and rationalize tax exemptions and reliefs on individuals' income to

expand the tax base is a bad idea as we need to keep protecting vulnerable

members of society.

The review and rationalization of the tax exemptions under the

various tax laws will not aflect the privileged persons under the

Privileges and Immunities Act
Review taxation regime of pension tiom exempt-exempt-tax to exempt

exempt-exempt, and review upward the exempt contribution threshold needs

to be better explained.

The current tax structure for pension is exempt-exernpt-tax,

implying that contributions are exempt. investment irrcomes are

exempt while withdrawals are subjected to a graduated tari

structure different from that of PlT. This structure is

discriminatory since pension withdrawals after attaining the age

of sixty-five years are exempt while those below the age of
sixty-five years are taxable. But withdrawals before the age of
fifty will attract taxes. The age differentials also encourage tax
planning where withdrawals are done after attaining the age of
sixty-five years. During the Strategy period, pension tax
structure will be reviewed from exernpt-exempt-tax to exempt-

exempt-exempt to make withdrawals exempt irrespective of the

taxpayer's age. However, exempt contributions to the pension

scheme shalI be restricted to a threshold to cushion tax plannirrg.

The tax-deductible amount for pension will be reviewed to take

care of inflation.
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Recent Economic

Developments and

Medium-Term Outlook

ln paragraph 127, the last sentence reads "All economic sectors recorded

positive growths in the first half of 2023 ..." Check this statement since some

economic sectors declined, as illustrated in Table 2.2.

Indeed, in Quarter 3 of 2023, some economic sectors declined

compared to quarter 3 of 2022, but all the sectors have registered

positive grou,ths.

The Central Bank of Kenya (CBK) has increased its base interest late, which

currently stands at 12.5o/o as of December 2023. This upward trend has

resulted in higher credit costs for domestic borrowers, making it more

expensive to do business and has also increased interest payments on domestic

public debt. To mitigate any adverse effects on the money market and

domestic bank lending interest rates, CBK must take a balanced approach in

its review as it tightens its monetary policy and liquidity conditions in the

money market.

The monetary policy stance is aimed at achieving price stability

and providing adequate credit to support economic activity. The

tightening ofthe monetary policy is to address the pressures on

the exchange rate and mitigate second round effects including

from global prices. This witl ensure that inflationary

expectations remain anchored, while setting inflation on a finn

downward path towards the 5.0 percent mid-point of the

Govemment target range.

A section on public debt developments should be added in the Recent

Economic Development and Medium-Term Outlook. The budgetary decisions

have an impact on the fiscal deficit and how it will be financed, either

domestically or extemally, with impacts on household, financial and money

markets.

This is noted and will be taken into consideration when

preparing subsequent BPS and other related budget documents'

The economic outlook assumes that consumption will mainly be driven by

robust private consumption, and the easing of inf'lationary pressures will, in

tum, support household consumption. The 2024 BPS ignores other parameters

that affect consumption and should be included. They include disposable

income, which has been affected by the high cost of living and taxes.

Aggregate demand will be supported by household private

consumption and robust private sector investrnents coupled with

Govemment investments as the public sector consolidates. This

growth will also be supported by improvement in the external

account supported by strong export growth and resilient

remittances. Consumption will mainly be driven by strong

Private consumption which is expected to increase to 79.3

ercent of GDP in2024 from 78.3 percent of GDP in 2023. Thep
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easing of inflationary pressures will result in strong household

disposable income, which will in turn support household

consumption.

Fiscal Policy,
Framework and

Performance

Consider introducing a table detailing A-i-A performance per MDA Annex table 4 of the 2024 BPS provides the summary of
Expenditure by programmes, where you can track the

performance of the MDAs.

The National Treasury should include more information on why the

performance in revenue and expenditure in the FY 2023124 were below target

in the first 4 months and the steps being undertaken to mitigate these

challenges.

Section 2.3 provides the explanation for the fiscal perlormance

in FY 2023124 while Section 2:4 provides a summary of the

measures the Government is undertaking to increase revenue

and contain expenditures.

The values on the Contingency Fund are still low as compared to the

additional funds in request by the County and National Governments. The

country has had cases offloods and expected to see some budget allocated for
that basing in the supreme audit report.

The Contingency Fund is allocated Ksh 5.0 billion in FY

2024125 an increase form Ksh 1 .2 billion in the FY 2023124.The

resources will be utilized to cater for the additional expenditures

arising from the unforeseen circumstances.

The National Treasury should provide more details of how it will implement

the National Tax Policy, which, as of January 2024, is still in draft fonn.

Taxation in Kenya should be predictable, focusing on fairness and equality.

Currently, employed Kenyans are taxed more than unemployed, which

reduces their purchasing power. lnstead, the government should focus on

strategies to create more jobs and increase the number of people and

institutions who pay taxes. This will help to grow the economy and benefit

everyone

The National Tax Policy has been finalized and approved by the

Cabinet. The implementation of the National Tax Policy, which

is expected to commence in January 2024 will improve the tax

system's administrative effectiveness, offer unifomrity and

clarity in tax laws, and control tax expenditures.

Budget for FY 2024125

and the Medium Term

Delay in disbursement of funds was one of the rnain reasons for the failure to

achieve the Programme-Based set targets, based on the review offinancial and

Delay in disbursement is due to budgetary constraints. To

address this, the government laid out cotnprehensive
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non-financial reports submitted to the Controller of Budget (CoG) by National

Covernment entities and County Governments. The Budget Policy Statement

should consider intervening strategies for the FY 2024125 and Mediurn Term

to address this widely reported challenge of delay in the disbursement of
funds.

The Conholler of Budget observed that National Government Accounting

Officers are undertaking numerous budget reallocations, some coming soon

after approving a budget or its supplementary. The PFM Act 2012 gives

limited powers to Accounting Officers to re-allocate appropriated funds,

which should be done prudently. Additionally, the BPS 2024 should take a

stance on the measures that the National Treasury will implement to limit
budget reallocations in the FY 2024125 and the Medium Term.

The Government is committed to spend its expenditure as per

the approved budget. However, due to budget constraints, the

Govemment has to prioritize spending for critical needs that

result to reallocation.

In-year budget changes are guided by various legislation, including Article
223 of the Constitution and Sections 43 and 44 of the PFM Act. While the

budget formulation process for the original estimates incorporates public

engagement, the Controller of Budget advises that the Supplementary Budget

process slrould also have public engagement in line with Articles 201, and232

of the Constitution. The details of public participation during the

supplementary budget process should be clearly outlined in the BPS 2024.

This is noted and will be taken into consideration when

preparing subsequent BPS and other related budget documents.

The Government should introduce a ceiling on the charges, levies, and fees

that Ministries, Departments and Agencies offering services can charge

citizens. This is due to the proposed charges, levies, and fees that were

proposed by the State Department of Citizen Services and Immigration.

The Government is exploring non-tax revenue measures for the

Ministries, Departments and Agencies to wean off from

exchequer revenue. The MDAs A-i-A should be able to fund the

expenditures of the entities without relying on the cxchequer
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revenue. The Government will ensure that the proposed charges,

levies and fees are reasonable without burdening Kenyans.

The Government is implementing a fiscal consolidation plan

which is aims at reducing the fiscal deficit inclusive of grants

from 5.6 percent of GDP inFY 2022/23 percent to 3.9 perccnt

of the GDP inFY 2024125.In this regard, the Government will
continue to rationalize expenditures by eliminating non-core

expenditures while improving efficiency in development

projects implementation so as to contain expenditure growth,

stabilize debt and reduce debt vuhrerabilities. Expenditure

rationalization cuts across all Ministries, Departments and

Agencies.

County Financial

Management and

Division of Revenue

We note that the projected allocation to Counties for FY 2024125 has been

revised downwards from the Kshs 406 billion that was captured in the 2023

Budget Review and Outlook Paper (BROP) to Kshs 401.6 billion in the draft

2024 BPS despite an increase in projected ordinary revenues from Kshs

2,918.9 billion projected in the 2023 BROP to the Ksh 2,958.6 billion under

the draft 2024 BPS. There is therefore need to maintain the positive outlook

especially on allocation of revenue to counties on the premise that the

incremental projected ordinary revenue has not been allocated

commensurately between the two levels of Government.

Secondly the projected ordinary revenue is set to grow by 15% (Kshs 387

billion) tiom the revenue that underpinned revenue sharing for the FY 2023/24

The Covernment under the Extended Fund Facility
(EFF)/Extended Credit Iracility (ECF) program supported by the

Development Partners' targets is irnplernenting a fiscal
consolidation targeting to reduce the fiscal deficit to 3.5 percent

of GDP. This is designed to slow down debt accunrulation. To
achieve this aggressive fiscal consolidation, arnid increase in

debt servicing costs as a result of exchange rate fluctuations and

increased interest rates, the National Treasury has proposed

huge expenditure rationalization in the financial years 2024125

and the medium term. In order to be within this cornmitment, the
National Treasury, has so far managed to reduce the fiscal deficit
to 3.9 percent of GDP as captured in the 2024 draft Budget
Policy Staternent through expenditure rationalization and
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The Goverrunent should ensure the ongoing austerity tneasures being

implemented by various MDAs be implemented by the Executive Office of
the President, Office of the Deputy President, Office of the Prime Cabinet

Secretary, and State House, as these offices and institutions are key to building
public trust and confidence in resource mobilization, living within our means,

reducing wastage and nation building, especially, reduction in the resources

used in both local and foreign travel, fuel costs and refreshments.



SECBTT

SECTOR/POLICY
AREA

PROPOSAL/COMMENT WAY FOIIWARD/AC'IION TAKEN/ITtrSPONSI'

We note that the draf\ 2024 BPS has not provided for payment of the

outstanding Contribution in Lieu of Rates (CILOR) to Counties. The

outstanding CILOR owed to date is Kshs 13,1 19,281,7 44 and whose payment

is long overdue. The council proposes for a provision in tle draft 2024 BPS,

a payment plan for the outstanding CILOR to County Governments.

The National Treasury submitted a CAB Memo on payment of
outstanding CILOR to the county govemments. Once the

Cabinet responds on this matter, the National Treasury will take

the necessary action.

The council proposes to amend the paragraph 297 (vi) to "The proposal to

increase the equitable share to Ksh 401.6 billion in the FY 2024125 is

equivalent to 23.99 percent of the last audited accounts (Kshs I ,673.7 billion

forFY 2019120) and as approved by Parliament.

The proposed Equitable Share for FY 2024125 of Ksh 391.1

billion is equivalent to 24.86 per cent of the actual revenues

raised nationally of Ksh 1,573,418 million for FY 2019/20, as

per the records of the National Treasury. However, the last

audited revenue raised nationally, as approved by the National

Assembly is Ksh 1,673 billion implying an overstatement of Ksh

162 2024 Budget Policy Statement

(Kshs 2,571.2 billion). However, out of the Ksh 387 billion only Kshs 16.2

billion is being added to the counties baseline allocation of Kshs of Kshs 3 85.4

under the draft 2024 BPS which the Council deems disproportionate and

inequitable. The Council therefore proposes an adjustment for both revenue

growth and inflation by Ksh 48.4 billion to bring the Counties' share of
revenue to Kshs 450 billion for FY 2024125.

mobilization of additional non-tax revenues from Ministries,
Departments and Agencies.

Specifically, as shown in Table 4.1, the National Treasury has:

i. Revised downwards the projected total expenditures in

the budget by Ksh 58.4 billion and increased the non-

tax revenues by Ksh 39.8 billion;
ii. Rationalised downwards the expenditures by the

National Govemment by Ksh 96 billion comprising of
Ksh 20 billion in recurrent expenditures Ksh 76.0 billion
in both domestically and donor funded development

budgets; and

iii. Proposed an adjustment of the revenue growth for the

equitable share to the Counties by Ksh 5 billion.

I
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100 billion. This discrepancy has since then been raised with

the Office of Auditor-General with a request for review of the

audited revenue accounts for FY 2019/20.

The National Treasury proposes to allocate Ksh 7,867 million to

the Equalisation Fund being 0.5% of the actual revcnues raised

nationally of Ksh 1,573,418 miltion tol FY 2019/20, as per the

records of the National Treasury and Ksh 3,533 miltion towards

payments arising from Equalisation Fund arrears.

The council proposes to amend paragraph 301 to "The National Treasury

proposes to allocate the Equalization Funds Ksh 8,368,574,000, being 0.5%

of Kshs 1,637.7 billion (the most recently audited account for FY 2019120).

The equalization fund is 0.5% and not 5%

This has been amended based on the published report by the

Controller of Budget.
From Figure 4.1: Paragraph 274 Atotal of 16 counties and not 14 failed to
meet the fiscal responsibility principle on development. Include in the list,

Bungoma and Migori
The National Treasury proposes to allocate Ksh 7,867 rnillion to

the Equalisation Fund being 0.5% of the actual revenues raised

nationally of Ksh 1,573,418 million forFY 2019120, as per the

records of the National Treasury and Ksh 3,533 million towards

payments arising from Equalisation Fund arrears.

The allocation of Ksh 17.6 billion to the Equalization Fund is more than the

0.5% of the most recent approved account of revenue. The last audited

approved accounts amount to Ksh 1,673.42 for FY 2019120 as approved by

Parliament. Provide an explanation for the variation

This has been arnended and RMLF provided for as a conditional

grant. For leasing of medical equipment, there is a review of the

project that will allow MoH to execute it through

Intergovernmental Participation Agreements. Counties are

required to sign the IPAs with MoH to operationalize the project.

There is no provision for Road Maintenance Levy Fund as an additional

conditional allocation to the county governments. There is no provision for

the conditional allocation for leasing of medical equipment.

A detailed report of the Status of pending bills for County

govemment is reported for under Section 4.3.1 of this BPS.

Currently, the National Treasury is verifying and consolidating

Analysis of county pending bills is done in detail. However, no analysis of
National Government pending bills is carried out, yet the national government
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pending bills is carried out, yet the national govemment pending bills are

higher than the county pending bills.

Based on the repoft from the Offrce of Auditor General, County Governments

are not included in the pending bilts on liabilities hence proof that not all

pending bills are not accounted. The Government should put this on

consideration for the betterment of our country.
The Govemment under the Extended Fund Facility

(EFF)/Extended Credit Facility (ECF) program supported by the

development partners targets is irnplementing a fiscal

consolidation targeting to reduce the fiscal deficit to 3.5 percent

of GDP. This is designed to slow down debt accumulation. To

achieve this aggressive fiscal consolidation, amid increase in

debt servicing costs as a result ofexchange rate fluctuations and

increased interest rates, the National Treasury has proposed

huge expenditure rationalization in the financial yeats 2024125

and the medium term. In order to be within this commitment, the

National Treasury, has so far managed to reduce the fiscal deficit

to 3.9 percent of GDP as captured in the 2024 draft Budget

Policy Statement through expenditure rationalization and

mobilization of additional non-tax revenues from Ministries,

Departments and Agencies

County allocation increases on a nominal basis, but the share of county

allocations against the entire fiscal framework for the FY 202412025 has

reduced. The National Treasury must uphold the "parity principle" to prevent

the prioritization of national spending at the expense of counties, addressing

the observed decline in relative transfers to the counties. The decreasing trend

indicates a bias towards national spending over allocations to the counties

especially when counties have no bigger tax heads nor a quicker access to

financial markets.

Chapter 4
undertaken

of this document provides

by the National Treasury

different measures

to provide capacity
Section ll7 (2) of the Public Finance Management Act provides that the

shall align its County Fiscal Strategy Paper (CFSP) with theCounty Treasury
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departments. Upon cornpletion the National Treasury will report

on the status of pending bills.
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national objectives in the Budget Policy Statement. In the previous financial
years, most of the County Govemments did not properly align their CFSPs to
the 2023 BPS, and the National Treasury has equally not adequately
demonstrated an analysis of how all the 47 County Governments are aligning
their CFSPs with the BPS. The2024 BPS and the medium-tenn budget should
provide for a specific section that includes a step-by-step policy guidance to
County Governments on how they are to align their respective CFSPs to the

BPS. The BPS should further indicate the measures that are to be put in place

to ensure full alignment of the 47 CFSPs to the BPS.

building to counties to enhance alignment to regulations, laws,
guidelines and National economic objectives. The National
Treasury will consider this request in future.

The 2024 BPS notes that the County Governments received 1 00 percent of the

equitable share in time for Fy 2022123. However, a delay in disbursement of
equitable shares to County Governments was recorded in the first half of FY
2023124. The Govemment needs to ensure funds are disbursed in line with the

disbursement schedule.

Disbursement to county governments is dependent on the actual

revenue collected by the government. Over the medium term,

the Government will continue disbursing funds to counties in a
more efficient and timely way; and supporting counties to
improve their capacity to generate their own source revenue

reduce over-reliance on transfers frorn the National
Government.

Paragraph amended accordin gly

In paragraph 277,the 2024 BPS calls for "the Controller of Budget to put

measures in place to ensure increased allocation and actual expenditures by
the county government on development expenditure". The COB Act 2016
does not give the Controller of Budget a role in enforcing expenditures by

Section 5(b) of the COB Act 2016 provides that one of the

functions of COB is monitoring, evaluating, reporting and

making recommendations to the national and county
governments on measures to irnprove budget implernentation in

l6s
SEOBET

2024 Budget Policy Statement

In paragraph 27 4, "However, the approved budget of 14 counties, namely ....
did not conform with this requirement over the medium tenn as shown in
Figure 4.1 below." Replace "medium term" with "FY 2022123" or recomputed

Figure 4.1 for the medium term.
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accordance with Article 228 the Constitution. Section 5 (

the same Act requires the Controller to enforce budgetary

ceilings by Parliament on national and county governrnent

expenditure. Additionally, Section 5(e) states that the COB may

perfom any other function that may be assigned to hirn or her

d) of

by an Act of Parliament

county governments. In this regard, the 2024 BPS should provide the correct

role of the Controller of Budget under this activity.

This has been notedThe National Treasury has ploposed an equitable share of Ksh 401.6

which is a 4.2o/o tncrease. This is a slightly higher proposal than the 398.1

billion by Commission on Revenue Allocation which is a 3.3oh proposed

growth. Counties are also meant to prepare budgets on a Medium-Term

Expenditure Framework which requires them to have some level of

predictability on what resources to expect over the medium term. As revenue

performance stabilizes after the COVID-I9 pandemic and drought shocks of

the past three years, the Government should consider having a predictable

revenue growth factor that can take into account historical revenue growth or

inflation or some combination of both

billion

The proposed Equitable Share for FY 2024125 of Ksh 391.1

billion is equivalent to 24.86 per cent of the actual revenues

raised nationally of Ksh 1,,573,418 million for FY 2019/20, as

per the records of the National Treasury. However, the last

audited revenue raised nationally, as approved by the National

Assembly is Ksh I ,673 billion implying an overstatement of Ksh

100 billion. This discrepancY has since then been raised with

Paragraph 297 and 305, (vi) indicates the last audited accounts Ks

billion for FY 2O1gl2O and as approved by Parliament' However, a letter dated

24110123 from the National Treasury with refereuce number AG.l7ll l/Vol'
7(33) shows that the last audited accounts forFY 2021122 as of 30.6.2022 was

Ksh 1,940.97 billion. This has resulted in the CBK overdraft increasing to Ksh

g7.05 billion. Kindly verifu the figures and clarifu the true position of the last

audited accounts, whether FY 2019120 or FY 2021122

h t,s73.42

roo I
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WAY FORWARD/ACTION TAKEN/RESPONSEPROPOSAL/COMMENTSECTOR/POLICY
AR-EA

The National Treasury is currently veriffing and consolidating

the feasible pending bills across all ministries and state

departments. Upon completion the National Treasury will repot

on the status ofpending bill.

The 2024 BPS shows pending bills accumulated by County Covernments,

however, theirs is no information of the pending bills by the National

Government, which accounts for 80 percent for the total accutnulated pending

bills. The Government should ensure there is a clear effort ar-td programmes

to clear the outstanding bills and guard from further accumulation to suppoft

the MSMEs and enhance liquidity management in the financial sector

The Government is on a fiscal consolidation plan to contain

expenditures and enhance revenue in order to slow down the

growth of public debt, without compromising service delivery'

The Government is committed and continues to adhere to the

principle as per the PFM Act section 15(2) (c) which requires

that national Government's borrowed resources be used only for

purposes of financing development and not for recunent

expenditure.

The total public and publicly guaranteed debt stock, in gross terms, as o

September 2023 was Ksh 10,585 ' 1 billion, equivalent to 65.6 per cent of gross

domestic product (GDP). This implies that the government had surpassed the

legal borrowing limit of Ksh 10.0 trillion by Ksh 585.1 billion as specified in

Section 50 (2) of the PFM Act, 2012.To effectively manage the rising cost of

public debt, the National Treasury should implement fiscal consolidation

reduce non-productive public expenditures. For instance,

borrowing should only be undertaken to finance productive projects. Further,

to deal with liquidity challenges due to the short maturity of public debt, the

National Treasury should prioritise using long-term rather than short-term

financing. This will give the government room to manage the repayments

I

effectively

measures to

Budgetary constraints have resulted in accurnulation o

bills for the govemment. In order to address the issue, the

Government through the recently established pending bilts

verification committee will minimize accumulation of arrears to

and lvith continued fiscal consolidation programme,

f pending

suppliers;

The Government should provide analysis of the reasons for accumu

pending bills. There should also be strategies to address the issue for instance

improving financial management systems and enhancing accountability' In

addition, the 2024 BPS should include the potential consequences the

common mwananchi has faced especially SMEs

lation ofStatement of Specific

Risks

168
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debt vulnerabilities will be reduced and ensure a stronger debt

sustainability position going forward.
There is need for a robust public participation before the Government
proceeds with the process ofprivatization and restructuring of 1 I State-Owned

Enterprises and Govemment-Linked Corporations that have already been

included in the 2023 Privatization Programme in line with the Privatization
4ct,2023.

The privatization of State-Owned Enterprises (SOEs)

adhere to the constitutional requirements, including
necessity for publ ic parlicipation.

rvill
thc

The National Treasury needs to update on the results ofthe review ofthe State

Corporations and Semi-Autonomous Govemment Agencies (SAGAs) with a
view of rationalization to remove the existing overlaps, duplication, and

redundancies that contribute to increased wastage ofthe limited resources.

The National Treasury established a High-Level Fiscal Risk
Committee tasked with evaluating and reporting on fiscal risks

originating from State Corporations and State Agencies and

Government Authorities (SAGAs). The committee will conduct

a comprehensive year-long study to assess these risks emanating

from the SAGAs/State Owned Establishment.

According to the Budget Implernentation Review Report for quarter I of
2023124 from the Controller of Budget, State Corporations account for 81%
of all pending bills at the national level. 46Yo of all national pending bills are

payments due to contractors under State Corporations How will the National
Treasury and line ministries ensure there is more efficient implementation of
budgets to reduce the challenges that occasion pending bills?

169
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The National Treasury and line ministries aim to reduce

outstanding debts by intensifoing monitoring of State

Corporations to ensure adherence to budgetary allocations and

prompt spending. Collaborative budget planning will better

align allocations with operational needs. Streamlined

procurement and payment processes will prevent delays in

settling contractors' bills. State Corporations will receive

financial management training to enhance budget handling.

Ensuring timely fund transfers to State Corporations will avert

cash flow issues causing late payments. Enhancing stakeholder
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participation and

challenges.

communicatiotr will swiftly address

In line with the Privatization Act, eleven (1 l) Govemment Owned Enterprises

and Govemment-Linked Corporations have been identified for Privatization'

The govemment should ensure that the methods used are transparent and

objective to achieve positive results. Policymakers must adopt and embrace

the experience of privatised commercial state corporations in Kenya and

advise the Government to create an enabling political and economic

environment to ensure the gains from privatisation are sustained through

efficient and effective use of resources'

Privatization will operate under the guidelines set in the

Privatization Act, 2023. The aim is to enhance economrc

efficiency by fostering increased involvement of the private

sector. This approach intends to render the economy more

adaptable to market forces and competition.

General Commcnts On public participation/sector hearings and involvement of stakeholders, the

Government should consider the sector hearings for FY 2025126 to be

enhanced and l) at least aired on one national media station, ii) should have a

sign language interpreter and iii) should have enough time fbr feedback on

issues raised by different sectors, stakeholders and Kenyans'

ln compliance with the law, Sectors conducted a Country-Wi de

Public Participation from 30tr' October to 6tr' November 2023 in

46 Counties with the exception of Mandera County which could

not be accessed due to flooding. The issues raised by the

Citizens were used by the Sectors while prioritizing programmes

and projects to be funded. The reports from the Country-Wide

Public Participation are annexed in each Sector Report. Further,

Public Hearings for the FY 2024/25 Budget were held between

13e and l5'h December 2023 at the Kenya School of Monetary

Studies. Virtual platfonns were made available on WebEx as

well as live streaming on Facebook to ensure that stakeholders

who could not attend the Public Hearings physicatly had access

to the Hearings

170 SE
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From the onset of FY 2023124, the National Treasury, through the Public

Sector Accounting Standards Board, should expedite the migration from the

cash basis accounting system to an accrual system in line with Sections 81 and

164 of the Public Finance Management Act,2012. The CSA{ational Treasury

should fast track the tabting and approval of the Cabinet Memorandutn on the

transition to accrual accounting for Cabinet approval that has already been

prepared.

The National Treasury has undertaken several preparatory

measures for the implementation of accrual accounting. These

include revising the Standard Chart of Accounts, creating and

sharing poticy guidelines regarding the identification,

measurement, and presentation ofassets and liabilities, updating

the bank account registry, and drafting a Cabinet Memorandum

detailing the transition to accrual accounting for approval by the

Cabinet.

THE NATIONAL TREASURY AND ECONOMIC PLANNING
FEBRUARY 2024

I
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