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Foreword

The 2023 Budget Policy Statement (BPS)' which is the first to be prepared under

the new Administration, the Kenya Kwanza Govemment. is based on the

framew'ork of Bottom-up Econontic Transformation Agenda (BETA) lt sets out

the Administration's priority programs, policies and reforms to be implemented in

the Medium-Term Expenditure Framework (MTEF). The 2023 BPS comes at a

time when the Goveniment is finalising the preparation of the Fourth Medium-
'['erm Plan (2023-2027 \ of the Kenya Vision 2030 that will prioritize

irnplementation of economic recovery strategics of the new Administration to rc-

position the economy on a steady, inclusive and sustainable groMh traiectory'

'fhe BPS is tiamed against a backdrop olgtobal economic slorvdorvn underpinned

by rhe ongoing Russia-Ukraino conflict, elevated global inflation, the lingering

eifects ofthe COVID-19 pandemic. and persistent supply chain disruptions and the

drought effects that have created urgency on lood security and climate change

effecis. This urgency allows us to refocus investments on mitigation, adaptation

and firm resilience. As the effects of COVID-19 pandemic started to fade away'

the Kenyan economy bounced back recording a GDP growlh rate of 7'5 percent in

2021, propelled by hearry public investments in public infrastructure. However. the

.o-"rtr. has been slowed again by the Russia-Ukaine conflict that has

disrupted global trade through increased fuel, lertiliser and food prices. F-or the lirst
time in five years. inflation rate in Kenya is above the Government target range

mainly driven by supply side constrainls occasioned by the extemal shocks as well

as the drought effects. In addition, the drought impacts in the economy has created

a strong focus on food security and climate change. These effects will becon,e

dominant in economic management and locussing on its quality and structure We

have witnessed how it has reversed efforts in poverty reduction and inequality. but

above all promoted social conflicts. These eflects are compounded and amplitied

by declining manufacturing productivity; skewed access to finance for business

and development; rigidities in business regulatory liameu'ork: weak govemancel

and fiscal risks including pension's liabilities, stalled public projects, paymenl

arrears; and high debt service that has hindered the economy from achieving ils

lull potential.

The need to address these constraints and bolster resilience forms thc basis of thc

Kenya Kwanza Goverrunent's Bottom-Up Economic Translbrmation Agenda

(BETA). The Agenda is geared towards economic turnaround and inclusive

growth, and aims to increase investments in at least five sectors envisaged to have

ihe largest impact and linkages to the cconomy as well as on household welfare.

These include: Agricultural Translbmration; Micro, Small and Medium Enterprise

(MSME); Housing and Settlemcnt; llealthcare; Digital Superhighway and Creative

lndus1ry. Special focus will be placed on increased employment, more equitable

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

and increased foreign exchange eamings. The implementation of these

interventions is expected to stimulate economic recovery to 6.1 percent growlh in

2023 from the estimated 5.5 percent in 2022. But more importantly improve the
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quality of grouth from public scctor investment led growth to a dynamic privale

sector led growth.
'l'he fiscal policy stance over the medium term aims at supporting the Bottom - [Jp

Economic Translbrmation Agenda of the Govemment through a growth friendly

fiscal consolidation plan designed ro slow down the annual growth in public debt

irnd implement an ef-lective liability management strategy withoul compromising

service delivery to citizens. This is expected to boost the country's debt

sustainability position ald ensure that Kenya's development agenda honours the

principle of inter-generational equity.

As part of the economic tumaround plan, the Government will scale up revenuc

colllction efTorts by the Kcnya Revcnuc Authority (KRA) to Ksh 3.0 trillion in the

l;Y 2023124 and Ksh 4.0 trillion over the tnedium term. In order to achicve this,

the Govemment will undertake a combination of both tax adminislrative and tar
policy reforms.'fhe KRA will implemenl among others. the following measures:

ieduition of Value Added Tax (VAT) gap from 38.9 percent to 19.8 percent ofthe
potential by fully rolting out electrodic Tax lnvoice Management System (e'flMS);
reduction olCorporate Income Tax (Cl'f) gap liom 32.2 percent to 30.0 percent of
lhe potential as envisaged in the KRA Corporate Plan; integration of KRA tar
systim with the Telecommunication companies (Telcos); tax base expansion in the

intbrmal sector; implementation of rental income ta-x measures by mapping rental

properties; roll out tf measures at the Customs and Border Control leveraging on

iechnology and enhanced data analytics to enhance revenue per unit; and. up

scaling the technical capacity of KRA through skills, technology and additional

staffing.

On the tar policy. the Governncnl will implement various tax policy measures to

further boost revenue collection. In addition, to further strengthen rcvenue

mobilization efforts, the Govemmenl will finalise the development of the National

Tax Poticy and the Medium-Tenn Revenue Strategy. The National Toi Policy

Framework rvill enhance the administrative efficiency of the tax system. provide

consistency and entrench predictability in tax legislations and managenent oftax
expcnditure. But more importantly, build confidence and compliance in the tax

syitem. Taxation should not distort dornestic markets' prices and invcstment

decisions. The Medium-Term Rcvcnue Strategy will provide a comprehensive

approach 6f undertaking effcctive ta\ system reforms for boosting tax revcnues

and improving the tax system ovcr the medium term. Additionally, the Govenrment

will continue to improve efficiency in public spending to ensure value for money

by eliminating non-priority expenditures; retiring expensive and unsustainablc

consumption subsidies; reducing tax exemptions; scaling up the use of Public
private Farherships financing lbr commercially viable projects; rolling out zur end-

to-cnd e-procurement system; and streamlining the initiation, execution. delivery

and sustainability of public investment projects.

In light of the above f-rscal consolidation plan. the expenditure ceilings in this

Budget Policy Statement lrave been revised to reflect emerging realities' All
proposed Ministries, Departments and Agencies (MDAs) budgets for FY 2023124

Luu" b""n scrutinized carefully to cnsure quality and alignment to the
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Government's Bottom-Up Ilconomic Transformation Agenda as outlined in this
BPS and the Fourth MTP and other strategic interventions ofnational interest.

The budgeting process for the priority programmes will be developed through a

value chain approach under five clusters: i) Finance and Production Economy; ii)
Infrastructure; iii) Land and Natural Resource; iv) Social Sectors; and v)
Governance and Public Administration. This process ensures thcre is no break in
the value chain cycle in the resource allocations. The process also ensures adequate
resources are allocated to all the components along the value chain and helps to
eliminate duplication of roles and efficient budgeting of available resources.

In this regard, all Sector Working Groups and MDAs are expected to prepare their
budgets consistent with the hard sector ceilings and adopt the value chain approach
under the five clusters to facilitate the finalization of the F-Y 2023/24 and lhe
medium-term budget proposals.

PROF. NJUGUNA S. NDUNG'U, CBS
CABINET SECRETARY
NATIONAL TREASURY AND ECONOMIC PLANNING
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Ilottom - Up Econonric Transfbrmation Agenda is accorded priority.
'['he preparation of the 2023 BPS rvas a collaborative effort among various
Govemment Agencies. Wc are grateful for their inputs. We thank thc MDAs for
timely provision ol inforrnation. We are also grateful lor the conments received
fiom the Macro Working Group and participants of the January 2023 Public Sector
I{earings and the general public rvhich provided invaluablc inputs to the 2023 BPS.
Finally, we are grateful to the core team from the Macro and lriscal Affairs and
Budget Departments that ooordinated the finalization of this document. The core
tcam under the guidancc of the Director, Macro and Fiscal Affairs, tirelessly put
together this document and ensured it was produced in time and is ofhigh-quality
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About lhe Budget Policy Statement

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

the broad strategic priorities and policy goals to guide the National Government

and the County Govemments 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 managcrnent ol public rcsources in line with the

Constitution and the Public Finance Managemcnt (PFM) Act,2012.

Section 25 olthe PFM Act,20l2, 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 thc l5th 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
amendments. The Cabinet Secretary, the National Treasury and Economic

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

budget for the FY 2023124 and the medium term.

The Budget Policy Statement conlains:

(a) an assessment ofthe current state olthe economy, including macroeconomic

forecasts as well as the priorities of the Govcrnment current pillars of groMh
and strategic directions;

(b) the financial outlook wilh respect to Govemmcnt revenue, expenditures and

borrowing for the next financial year and over the medium tem.r;

(c) the proposed expenditure ceilings for the National Govemment, including
those of Parliament and the Judiciary and indicative transfers to County

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

term including limits on total annual debtl and
(e) Statement ofSpecific Fiscal Risks.

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

taking into account the current Govenunent priorities and challenges in economic

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

Govemments; Controller of Budget; Parliamentary Service Commission; Judicial
Service Commission; Ministries, Departments and Agencies; the public and any

other intcrested persons or groups.

tx
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I THE BOTTOM
TRANSFORMATION
GROWTH

UP ECONOMIC
AGENDA FOR INCLUSIVE

1.1 Overview

l. 'fhe 2023 Budget Policy Statcmcnt is the tirst to be prepared under the Kenya

Kwanza Govemment and sets out the priority programs. policies and reforms ol
the Adnrinistration that will be implemented in the Mcdium-Term Expenditure

l..ramework (MTEF). It presents the l]ottom Up Economic Transformation

Agcnda geared towards economic turnaround and inclusive growth. The document

is-framecl against a backdrop of gtobal economic slowdown occasioned by thc

ongoing Ruisia-Ukraine conflict. elevatcd global inllation, lingering etfects ofthe

CCIVIO-te panaemic, persistent supply chain disruptions and the food security and

climate effects.

2. In the context ofthese challenging times, Kenya's economy remains resilient

rvith an irnpressive economic performance of 7.5 percent in 2021 largely on

rebound from negative growlh the previous ycar on account of bold economic

policies and structural reforms as well as sound economic management

implemented overtirne. However. the momcntum has been slorved again by thc

Russia-Ukraine conllict that has disruptcd global trade through increased luel,

iertiliser and food prices. For thc first time in five years, hflation rate in Kenya is

above the Govemment target range rnainly driven by supply side constraints

occasioned by extemal shocks. Aside liom these shocks. the Kenyan economy is

confronted by various bottlenecks including: recuffent drought aff'ecting

agricultural productivity; declining manulacturing productivity; skewed access to

f-i,ance fbr business and developmcnt; rigiditics in business regulatory framework;

rveak govemance; and fiscal risks including pension's liabilities, stalled public

projecis, pending bilts: and high dcbt service that has hindered the economy liorn

achieving its full potential

3. The need to address these challenges. bolster resilience rvhile building on

succcsscs realized overtime forms thc basis of the Kenya Kwanza Government's

Llottom-Up Economic Translbnnation Agenda. The Agenda is geared towards

cconomic tumaround and inclusive growth. special focus will be placed on

increased ernployment, more equitable distribution of income, social security while

also expanding the tax revenue base, eu.rd increased lbreign exchange eamings'

4. The priority programmes are classified under two categories; core pillars and

the enablers which aim at creation of a conducive business environment tbr socio-

economic transformation. Under the core pillars, the Govemment seeks to increase

investments in five sectors envisaged to havc thc biggest impact on the economy

as wcll as on household welt'are. l'hese include: Agricultural Transformation:

Micro, Small and Medium Enterprise (MSME) Ilconomy; Housing and Settlement;

I{cahhcarel and Digital Superl-righway and Creative Industry' To make thcse

programmes t-easible, the Govemn.rcnt will implemcnt strategic interventions under

itre-fotlo-ing key enablers: Infrastructure; Manufacturing; Blue Economy; the

Services Economy, Environment and Climate Change; Education and 'l'raining;

rl
f!
'i'

..2023 Budget Policy Statentent



m,[T
5rr -,

IFC

Women Agenda; Youth Ilmpowerment and Development Agenda; Social

Protection; Sports, Culture and Arts; and Govemance.

5. The budgeting process for the priority programmes will be done through a

value chain approach under five clusters: i) Finance and Production Economy; ii)
Infrastructure; iii) Land and Natural Resource; iv) Social Sectors: and v)
Govemance and Public Administration. This process ensures there is no break in
the cycle in the resource allocations for a value chain. I'he process also ensures

adequate resources are allocated to any entity along the value chain and helps to

eliminate duplication of roles and budgeting ol'resources.

6. The priority programn.res will be implernented through avalue chain approach

under five clusters: i) Finance and Production Economy; ii) lnfrastructure; iii) Land

and Natural Resource; iv) Social Sectors; and v) Govemance and Public

Administration. This wilt ensure no break in the cycle either by not allocating

requisite resources to any entity along the value chain and also eliminate

duplication of allocations and roles.

7. Through the various priority economic policies, structural reforms' fiscal

consolidation plan and sectoral expenditure programs outlined in this 2023 BPS,

the Govemment is taking determined steps to address these challenges, bolster

resilience to shock as part of the strategy for socio-economic transformation and

inclusive growth. Over the medium term. the Govemment through the Fourth

Medium-Term Plan (2023-2027) will prioritize implementation of economic

recovery strategies to re-position the economy on a steady and sustainable grordh

traj ectory.

1.2 Core Thenratic Arcas

8. The Govemment will implement policies and structural refomrs and promote

investment in five core thematic areas that are expected to have the highest impact

at the bottom of the economy. l'hese are: Agricultural Transfonnationi Micro.
Small and Medium l]ntcrprise (MSME) l]conomyl Ilotrsing and Settlement;

Healthcare; and Digital Superhighway and Creative iiconomy.

1.2.1 Agricultural Transformation and Inclusive Growth

9. The Kenyan economy remains highly dependent on the agriculture sector,

contributing on average 21.4 percent ofthe GDP directly, tbnring approximately

65 percent of Kenya's total exports and has thc highest enlployment multiplier in
the economy. However, agricultural productivity in the country has been declining

largely occasioned by the prolonged drought as a result of tailed rain and high

global fertitiser prices resulting in severe food shortage' 'fhc spread ofthe COVID-
l9 pandemic worsened the situation with world l'ertiliser prices having more than

doubled in the past two years, afl'ecting productivily of Kenyan f-amrers.

10. 'l'he Govemment's initial interventions involved stcpping up t-ood supply in
northem Kenya and other regions and enhanccd coordination between National

and County Govemments, private sector and developn.rent partners through the

National Steering Committee on Drought Rcsponse to oushion communities

affected by drought, especially in the worslhit arid and semi-arid (ASAL)

2l 2023 Budget Policy Stotement
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counties. 'l'o make fe(ilizer available and improve productivity in counties and

regionsthatplantintheshortrainseason,theGovemmentimportedl.5million50
t iuug. of i.ertilirers and distributed them at a lower cosr of Ksh 3.500. The

G"ou",i,,.,"nt working with the private sector has also made arrangements to make

another 6 million bJgs of various types of fe(iliser available tbr thc long rains

season. To support dairy tarmers, thc Govemment has taken immediate steps to

reinstate the italted milk coolers' programme and the distribution of 650 milk

coolers.

11. Investing in agriculture as the scctor that will lcad the economic recovery is

predicated on seven tactors.

o Quick turnaround. First, agriculture offers the quickest payback period for

iivestments. 'fhis is because, in rnany cases' thcre is no new capital

investmentrequired.lncreasingproductiononlyrequiresaddressingthecost'
quality and availability ol inputs ancl providing larmcrs with the rvorking

capital to buy adequate supply ofthe inputs as well as other direct production

expenses such as ploughing of land and labour'

o cost of living.'fhe cost olliving can only be resolved by raising agricultural

productivity. The battle is between farmers needing higher incomcs and

conrrmers who want low prices. Food accounts for 54 percent of household

expenditures but poor households spend more than 60 percent'

o Foreign exchange: Dependence on footl imports has grown considerably in

recent" years. Three food commodities: edible oils' wheat and rice are

.onrrring an equivalent of 25 percenl of goods' export eamings' Kenya has

the capacity to produce a bigger share of its consumption of edible oils and

rice competitively. Agriculturc is also the sector lllat the Country is most

globally competiiir" in. both in traditional exports such as tea, col'tee' cut

iin*"ri -d vegetables as w'ell as emerging export crops such as avocado and

rnacadamia nuis. However. several export crops have collapscd' nolably

pyrethrum, cashew nuts and bixa.

oJobs:Agriculturehasthehiglrestenrploymentmultipliereffcct,owingtoits
strong forward and backward linkages to other sectors of the economy'

Reseirch conducted by Kenya Institutc for public policy Research and

Analysis(KIPPRA)showsthatfourofthefivevaluechainswiththelrighest
job creating impact are agrioultural. fhey arc livestock (cattle' sheep and

goatsl, hotcls and restaurants, poul1ry, vegetables and rice

. Incomes. Two thirds of Kenyans derive all or part of their ittcotnes fronl

agriculture. Thus agriculture-led growth will put more money in people's

pickets directly than any other sector. 'l'his, also_ means that agricultural

in"orr", have the highest incomc rnultiplicr effect, that is, when farmers have

money, they buy consumer goods and services lrom other sectors Moreover'

gir"nih" larg" ihare offood in household expenditures, savings on food costs

have a very large multiplier el'fect on other sectors'

oEndingpoverty:Extremepovcrtyandvulnerabilityisalsoanagricultural
phenorienon. Support to larmers to raise productivity would not only enable
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them to feed themselves, but also generate a surplus that contributes to
national food security and the economv.

o Industrialisation: The manufacturing sector is largely agriculture-based,
rvith food processing and beverage manufacturing contributing 40 percent

and 48 percent of manufacturing employment and GDP respectively. When
non-food agro-processing is added, agro-processing becomes more than hall
of the manufacturing sector. Moreover, the manufacturing that is not agro-
based is highly dependent on imported raw materials such as metals,

chemicals and plastics.

12. Over the medium term, the Government will develop policy, legal and

institutional refonns to provide an enabling environment for agricultural
productivity. In particular, the Govemment will:

i. Provide adequate affordable working capital to i'armers through well-
managed farmer organisations:

ii. Deploy modem agricultural risk management instruments that ensue farming
is profitable and income is predictable. such as was provided for scheduled

crops by the Guaranteed Minimum Retums (GMR) Scheme in the 1970s.

These instruments include crop and livestock insurance schemes. coirmodity
market instruments such as forward contracts, futures contracts and price

stabilisation schemes

iii. Transform two million poor farmers from food deficit to surplus producers

through input finance and intensive agricultural extension support, with a

target to generate a minimum productivity target of Ksh 50,000 revenues an

acre;

iv. Raise productivity ofkey value food chains and other value chains (maize 8

-15 bags an acre, dairy 2.5kg- 7.5kg a cow a day, beef carcass weight from
l10kg - l50kg); Support dairy farmers by supplying feeds to lower cost of
milk production;

v. Reduce dependence on basic food impofts by 30 percent (domestic oil crops

production from 5 percent to 25 percent, rice from l8 percent to 40 percent);

vi. Revamp underperforming and collapsed export crops while expanding

emerging ones (coffee, cashew nuls, pyrethrum, avocado, macadamia nuts);

vii. Avail high yielding cofton seeds to increase productivity per acre from 0.25

bales to 2.7 bales per acre by 2027;

viii. Boost tea value chain (blending & branding).

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

13. The Micro, Small and Medium Enterprise (MSME) Economy contribute very
significantly to the economy, employing about 85 percent of non-farmjobs. Access

to credit is a stimulant that enhance growth in the MSME economy. However, high
interest rates crowd out the private sector and the MSMEs. The Govemment is

committed to ensure Kenyans access affordable credit.

.qf;ffiffi;il"
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1.1. As part of the process. the Govemment initiated the Hustlers Fund as an

inlervention to correci market failure problems at the bottom ofthe pyramid and to

cushion the MSMEs against high cost of credit. This program aims to lift those at

the bottom ol the pyramid through structured products in personal finance that

includes savings, credit, insurance and investment.

15. Other interventions by the Government will include:

i. End criminalisation of work by enacting a right to work law, and making

trading licences and provision of a trading location an entitlement to every

citizen who applies. The Govemrnent will work with County Govemments to

provide one-slieet trading premises tbr every 50 urban residents, with a view

io increa-sing average daily income of inlbrmal traders by Ksh 200;

ii. Regressive taxation. bureaucracy and rcgulatory compliance costs: the

Go-vernment will review and rationalise all business licences, cap total

licences a1 1.5 percent ol tumover and enact administrative burden lalv

(similar to US Reduction oi Paper Work Act) ensuring no business spends

more than 4 person hours a monlh on ta,x and regulatory compliance;

iii. Access to finance: Thc Govemmcnt will commit Ksh 50 bitlion a year 10

provide MSMEs with I 00 percent access to affbrdable finance through

SACCOT, venture capital, equity funds and long-term debt for start-ups and

growth-oriented SMEs:

iv. Intiastructure & Capacity Building: The Govemment will establish MSME

Business Development Centre in every ward. and an industrial park and

business incubation centre in every TVET institution.

1.2.3 Housing and Settlement

16. The cost ofhousing is a heavy burden to majority ofKenyans and is the major

lactor driving the proliferation of slunls.

t.2.3.1 Urban Housing

17. -fhe Govemment plans to close the housing gap by facilitating delivery of
250,000 houses per year. To realize this. the Govemmcnt will implement policies

and administrative reforms to lorver the cost of construction and improve access to

affordable housing finance while creating jobs and entrepreneurial opportunities to

all Kenyans. In this regard, the Government will not only provide land and bulk

intiastructure. but also itnplemcnt measures to unlock the challenges that inhibit

investment in the housing sector.

I 8. As part of the process, the Gove mment will restructure affordable long-term

I.rousing finance scireme, including a National 1lousing Fund and Cooperative

Social-Flousing Schemes that will guarantee otT take of houses from developers.
'l'his is expected to grow the number ol moftgages from 30,000 to 1,000'000 by

enabling low-cost mortgages ol Ksh l0,000 and below. This plan is expected to

create quality jobs for 100,000 youths, cmploying graduates from TVETS, directly

in consiruction sector and indirectly tlrrough manufacturing of building products

evcry year.
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19. The Govemment rvill also implement policies to strengthen the Jua Kali
seclor by building its capacity to produce high quality construction materials such

as doors, windows. gates and hinges. As part ofthe process. The Govemment will
upgrade and support Jua Kali by linking it with technical and vocational education

institutions. This will see enterprises that produce housing products emerge or

expand, create jobs and wealth for hustlers, making housing plan truly

transformational from thc bottom up.

1.2.3.2 Rural Housing and Settlement

20. The Govemment rvitl establish a Settlement Fund similar to the one that was

used to acquire land liom settler farmers after independence. To stop land

ti'agmentation, the land purchased by the schen.re will be subject to land use

planning where beneficiaries will own transferable residential plots in planned

settlement, and right to lease llon-transferable agricullural land.

1.2.4 Healthcare

21. Access to qualit-v and affordable healthcare is critical tbr socio-economic

development. It is estimated that Kenyan families spend a total of Ksh 150 billion
in ourof-pocket expenditures on health services a year. For this reason. the

Government will continue to implement the Universal Health Care plan that will
Iift this punitive burden from the shoulders of Kenyans and their businesses. The

strategy will involve revitalisation of primary healthcare by emphasising on

preventive and promotive strategies. Many critical health illnesses. i-ncluding

cancer, heart complioations, kidney failure and hypertension, can be detected and

addressed at this level without the need for a hospital visit or admission.

22. As part of the health sector interventions, the Govemment will reform thc

National Health Itrsurance Fund (NHIF) as a necessary imperative' Progress has

been made in enrolling more members into the insurance scheme. In the pasl l0
years. 12 million Kenyans have joined the Fund. The challenge. how'ever, is thal

it" NUIF is an occupational scheme for salaried peoplc on payroll in the public

and private sectors, and not the social insurarce scheme it ought to be' '[he

Govemment will thus change the contribution structure from an individual

contributory scheme to a household contribution model.

23. The Govemment will promote investment to expand existing health

infrastructure and in.rprove procurement of rnedical supplies. Pharmaceuticals and

consumable medical supplies account for an estimated 20 percent of total health

expenditures with more than 70 percent of pharmaceutical products being

imported. Domestic pharmaceutical manufacturers ltave the capacity to

manufacture bigger sharc competitively, but are hampered by the high cost of
production and punitive tax regime. The Govemment will work towards

intrenching Kenya as regional pharmaceutical manulacturing hub by reviewing the

tax regime and cost ofdoing business in the country, and leveraging on Universal

Health Care and human capital to identi$ and scale up domestic manufacturing of
pharmaceutical products and other essential supplies.

24. To improve health outcomes and reach of healthcare services, the

Govemment will leverage on information technology to drive responsiveness.
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efficiency, seamlessness bctrveen providers, transparency and fraud prevention.

The straiegy will involve deployment of an integrated state-of-the-afi health

infonnation system that rvill enable every Kenyan to own and control access to

their health record.

25. In order to build a better human resource tbr healthcare, the Government will
rvork with county Governments to build a centralised system of Human Resource

rnanagement similar to that ol teachers. Measures will be put in place to address

the challenge of inadequate human resources in the public hospials and the poor

industrial relations between health prot'essionals. This will address the in-

equitabitity in distribution olhealth professional and rvill enable doctors get equal

triatment in capacity building. and solve the shortagc in health specialists in the

county health scrvices. The Govemment will also mainstream community health

workirs and make them the foundation of the country's healthcare system in

partnership with County Govemments.

26. Other commitments of the Govemment to ensure a Universal Health

Coverage (UHC) systcm include:

i. Employmenl and initiation of payment for community health workers rvho

shall fonn part of thc Primary Health Care systemi

ii. Prioritization of employment of 20,000 healthcare workers- doctors. nurses.

clinical offrcers, laboratory technologists. physiotherapists, among others, to

bridge the gap according to WHO recommendations of 23 HC per 10'000

populations:

iii. Set up of an emergcncy medical treatment fund to cater tbr emergency, cancer

treatment and referralsl

iv. Setting aside of Ksh 50 billion for Kenya Association of Retired Olficers

rnedical schemes:

v. Integration of prcventive and promotivc services/ establish MDT (a primary

healthcare approach) as envisioned in the Atya Bora Mashinani;

vi. Serting asidc of seed deposit amount of Ksh 100 billion into co-funding the

strategic programs for HlV, tuberculosis, blood transfusion, malaria, 1'amily

planning and reproductive health;

vii. Ring-tbncing funds for healthcare tiom 1'acility improvement funds to

alloiations from the'l'reasury in collaboration with County Governments; and

viii. Building up suppty chain managetnent system (KIIMSA) to ensure et'liciency

and accountability in the medical supplies to all health facilities;

1.2.5 Digital Superhighway and Creative Economy

1.2.5.1 Digital SuperhighwaY

27. Kenya is a strong leader in the Information, Communication and Technology

space. Appropriate policy framework, constitutionally protected tieedoms ot'

expression, media, intbrmation and communication has cemented the country's

poiitio., ur u."giona[ and corrtinental hub ofinnovation overtime. Despite this l-eat.

ihere is tremendous potential tbr the country 1o becorne a global leader, employing

hundreds of thousands of young people and generating immense wealth if the

, . , 2023 Budget Policy Statement7l
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young people are facilitated to plug into the global digital econorny. For this reason,

the Government will promole investment in thc digital superhigl-rway and the

creative economy in order to further enhance productivity and overall

competitiveness.

28. Over the next 5 years. the Govemment will support extension ol National

Optic Fibre Backbone infrastructure work lo ensure universal broadband

availability. The laying out ofan additional 100,000 km ofthe national fibre-optic
network is expected to deliver this target.

29. Govemment wilt also digitize and automate all critical Govemtnent processes

throughout the country, with a view to bringing at least 80 percent of all
Govemment services online for greater convenience to citizens. l'o achieve this,

the Government will revan.rp Huduma Centrc ltrliastructure to enable end to end

physical and digital access to Govemment services under the one-stop-shop

platforms. Moreover, the Covemment will undertake measures to bring down the

cost ofcalls and data in order to bring more Kenyans, especially the youth online
for businesses, learning, entertainment and socialisation. This initiative converges

with the efforts to boost the creative economy and scale up cultural production and

the arts industry. As more services are digitized, tle Govemment plans to

strengthen its cyber security capacity in order to protect against potential cyber-

attacks.

30. To further entrench Kenya's lead in the digital economy, the Govemment will
establish a Presidential Advisory Council on Science and Technology Policy that

will ensure a wholesome Covemment approach to technological development and

use and build necessary capacities across Govemment. The Government will also

promote investment in Konza Technopolis to bring together industry, academic

institutions and other innovators to co-invest in emerging technologies to create

high-quality jobs that leverage on artificial intelligence, robotics and other

technologies and thus enhance regional and global competitiveness. The

establishment of the Alrica Regional Hub and promotion of the development ol
soflware for export will cement Kenya's position as a digital leader.

1.2.5.2 Creative Economy

31. Kenya has a highly talented youth in a diverse spectrum of creative work

which includes music, theatre, graphic design. digital animation, fashion and craft.

among others. The digital revolution, reinforced by good connectivity has opened

up opportunities lbr this sector to be a significant economic actor in its own right.

Additionally, the creative industry can add value to Kenya's exports such as

tbshion, leather products and craft industries that can employ millions ol Kenyan

youths. To realize these benefits, the Govemment will:

i. Work with slakeholders to expand the space for creativity, including tieedom
ofexpression and protection of intellectual property rights;

ii. Mainstream arts and culture inlrastructure (theatres, music halls, art galleries)

into the infrastructure development programme, and identi$ dedicated

sfreams of resources lor their development;

8l
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1.3 Enablcrs

32. The Govemment's Bottom Up Uconomic Transformalion Agenda will be

underpinned by sound and innovative policy and structural reforms targeted at all
socio-economic scctors, building elficient infrastructure, climate-change

mitigation mechanisms, as well as foster strict compliance with the Constitution

and the rule ol'law.

1.3.1 Infrastructure

33. The Govemment will intensiry national connectivity through water, road. rail,
port. energy and fibre-optic infrastructurc to foster an enabling environment for
economic recovery and inclusive growth. Thc Govemment is tinalising a

framework for centralisation of resources to deal with all stalled inlrastructure
proj ects.

1.3.1.1 Watcr

34. Two-thirds ol Kenya's agricultural land requires inigation, against only 4
percent that is irrigated. Inigation is the single most important game changer in
agriculture. To cnhance access to safe rvater lbr domestic and industrial use. the

Govemmenl has planned to construct small and medium danrs' rvater pans.

boreholes and large scale dams under "Water 10.000 Program" and connection of
water to 1,000,000 households. This will bc done by: Shifting fbcus from large

dams to household/community water projccts, with emphasis on harvesting and

recycling; Where large reservoirs are viable, adopt PPP model (using IPP rnodel);

Using modem tcchnologies on desalination. develop Turkana aquifers using PPP

rnodel (potential to inigate a million acres of land); Deploy climate smart

agriculture technologies (micro-irrigation, precision irrigation, lrydro and

aquaponics technologies).

1.3.1.2 Roads

35. Roads are the most important infiastructure in the country. Overtimc, the

Govemment has pursucd arnbitious projects that have doubled the nulr.rber o1 paved

roads. This has becn achieved by adopting the Low Volume Sealed Roads (LVSR)
programme rcsulting in 6,000 kilometrcs corlpleted with another 11,800 kilometres

under construction. 'l'l.re adoption ofthe I-VSR standard has reduced cost ofpaving
low traffic roads subslantiallY.

36. Horvever, the need lbr roads remains immense as one third of classified roads

need either reconstruction or rehabilitation. Over the mediurn term. the

Govemment will continue to invest in road infiastructure by completing all roads

2023 Budget Policy Stotementel
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iii. Work with stakeholders to identifu the incentives, capacity building and other

support required from the State to scale up cultural production and the

creative economy; and

iv. Mainstream the creative economy in Brand Kenya and commercial

diplomacy, including appointing accomplished Kenyan artistes and creative

sector personalities as cultural ambassadors.
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under construction. 'lhe Govemment will also prioritize upgrading and maintaining

mral access roads as well as improve road infrastructure in urban informal

settlement and critical national and regional trunk roads that have the highcst

immediate economic impact.

1.3.1.3 Electricity

37. Electricity is a vital economic and social good critical for production of
consumer goods and provision of essential services such as health and security'

While generation capacity and total electricity connections have increased

considerably in the recent years, electricity in the country remains expensive and

unreliable. one ofthe key contributors to both the cost and quality ofpower is the

aging transmission and distribution network. The investment required to upgrade

the network is considerable, tnore so in the difficult llnancial situation that the

country is in.

38. To improve reliabiliry and bring down the cost of power, the Govemment

rvill:

i. Mobilise the resources needed to revamp the transmission and distribution

network and accelerate geothermal resotrces development;

ii. Develop Liquified Natural Gas (LNG) storage facility in Mombasa, with a

view tophasing out heavy fuel oil (HFO) from the power generation portfolio'

This will also contribute to meeting Kenya's emission reduction

commitments; and

iii. Enforce transparency and public accountability of the electricity sector

requiring the Energy & Petroleum Regulatory Authority @PRA) to publish

quarterly system, financial and operalional perfomrance reports'

39. Further, the Govemment wilt delink development initiatives lrom the Kenya

Power and let thc company to operate on commercial principle' A policy,

regulatory and financing framework for off-grid community-owned development

projects (mini and micro-grids) will be instituted.

1.3.1.4 Petroleum and E-mobilitY

40. Petroleum is the largest import in terms olvolume and price in the country,

and will remain an important component for several decades. Price volatility in this

commodity is a challenge for consumers and economic stability. In particular, the

recent fuei price escalation as a result of global price shock has severely aflected

Kenyans wiih significant fiscal implications. In order to stabilize consumer prices

against unprediciabte swings in global oil prices, the Govemment will set up a legal

framework to ring-fence the Fuel Stabilization Fund.

41. The Govemment will also roll out electric vehicle (EV) charging

infrastructure in all urban areas and along the highways and create incentives for

adoption of electric mass transit systems in all cities and towns; provide financial

and tax incentives for public service vehicles and commercial transporters to

convert to electric vehicles; leverage the financial support that will be provided to

the bodaboila sector through the Hustler Fund, to develop the nascent electrical

t0l
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vehicle (EV) and motorcycle assembly industry. Accelerating transition to electric

vehicles is a win-win proposition in terms of contributing to Kenya's emission

reduction commitment, cheaper transport, and leveraging on the large local and

regional motorcycle market to build an electric vehicle industry'

1.3.2 Manufacturing Sector

42. The manulacturing sector has been declining as a percent ofGDP in the recent

years. To improve productivity in the sector' the Govemment has adopled a value

thui, upprou.h through the Bottom-Up initiative that will address the botllenecks

that impede thc growth of manufacturing scctor and enhance thc country's

competitiveness. '[he value chain adopted enables analysis of the economy on a

competitiveness angte and to address the bottlenecks that impede the growth ofthe

manufacturing sector in a deliberate manner. The value chains highlighted below

are examples and are by no means the only ones:

1.3.2.1 Leather and Leather Products

43. Kenya has a big potential to develop its leather sector given thc available

market in uniformcd services and schools. Key challenges in the sector arise lrom:
poor quality of hides and skins, lack of skilts, and limited leather factories in the

iountry. As part of the economic tumaround strategy. the Govemment will support

value ihains in the leather sector in order to increase recovery and enhance quality

of hides and skins to enable creation of 100,000 jobs per year. Towards this end'

the Govemment wil[:

i. Reinstate hides and skins buyers, exporters and importers licenses in the Hide,

Skin and Leather Trade Act (Cap 359)l

ii. Facilitate collection, preservation and delivery ofhides and skins to tanneries;

iii. Map out exisling MSMEs in the value chain in Narok. Athi-fuver' Isiolo &
Wajir;

iv. Complete <levelopment of Kenya Leather Industriat Park (KLIP). Kenanie

through provision ol industrial power sub-station, storage, reticulation of
water; IC1 infrastructure, and security; and upgrading and completion ofroad

nelworksi

v. Complete construction of Cotnmon Effluent Treatment Plant (CETP);

vi. Optimize Ewaso Nyiro tannery to produce up to finished leather;

vii. Support establishment of processing clusters in lsiolo, Wajir, Narok. Ewaso

Ng'irol
viii. Facilitate local production olacccssories for lbotwear and leather articles;

ix. Link MSMEs with uniformed forces, schools and other institulions to provide

a market lor locally made leather wears; and enhance market linkages for

finished leather goods & products lbr export; and

x. Sensitize MSMEs & create public awarencss on commercial opportunities in

the value chain within the cluster areas.

$1:mmFr'
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l.-j.2.2 Building and Construction Materials

44. Building products are currently one ofKenya's leading nranufactured exports
to neighbouring countries. To support building and construction value chains, the
Govemment will:

i.

ii.

i ii.

iv.

vi.

vii.

viii.

ix.

II.

I.-1.2.-3 (larnrcnls and 'l crtiles

45. Garments and textiles exports is Kenya's third largest component at Ksh 60
billion and employing 50,000 people. The sector is however confronted by
nwnerous challenges including high cost ol labour and low agricultural
productivity that hampers the competitiveness ofKenya's garment export. In order
to support locally manulactured textiles, the Govemment will:

Promote modemization of cotton ginneries, textiles mills ard attraction of
new investments in integrated textile mills and cotton ginneries;

Launch Luanda Farmers' Cotton Ginnery;

Complete construction of Athi Textile Hub; Textiles Value Addition Centers
(]llyando, Kieni); Naivasha SEZ administration block, access roads, boundary
walls;

Attract investment in manufacture of garments & apparels;

Capacity building on fbshion and design ofclothing & textiles products; and

Promote linkage of MSMEs (tailors) with schools, institutions to provide a
market for uniforms.

Initiate the establishment of industrial park for construction materials;

Enhance manufaclure of construction materials (clinker. cement, cabros,
prefabs) locally;

Complete the modemization of kiln and installation of new moulds for cabros
and prefabs;

Promote use ofJua Kali products (mass fittings);
Promote local production of electrical &electronics fittings, cables and
products;

Strengthen capacity of Jua Kali MSMEs to produce high quality products for
construction through skills development, access to technology and
certification;

Enhance testing of construction materials. accreditation ol inspections for
ongoing construction, use ofprofessional personnel registered by accredited
CABs;

Promote use of altemalive building materials for construction (soil, plants);
and

Ring fence certain components of the low cost housing project for MSMEs.

ll1.

lv.

vi.

tilrDm,l[7
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1.3.2.4 Dairy Products

46. Dairy and livestock economy are sub-sectors with the quickest economic

turnarouni time and thcy wilt become key drivers in improving food security,

creating jobs and boosting exports. However, dairy iarmcrs in Kenya struggle with

the high cost of I'eed antl challenges of storage, preservatiot1 ol milk and access to

marke'ts. To support value chains under the dairy sub-sector, tl.re Govemment will:

ll

Ir.

Establish cottagc industries for animal f-eeds' in particular. promote animal

feeds production at the Nasewa Industrial park;

Customize, modemizc and equip CIDCs and link with TVETs to promote

value addition ofanintal fceds:

Supply and installation ofdairy mechanization and value addition equipment

i.r"iraing, butk milk coolers: liquid nitrogen plants; embryo transfer facility;

mitking parlorl lab equipment; and l'eeds equipment; andModemize new KCC

plants; iabricate dairy products machinery and equipment; and promote

investment in the cold chains.

1.3.2.5 Edible and CroP Oils

47. Edible oils. primarily palm oil, is Kenya's second largest import after

petroleum, on whiih the country is spending approxinrately Ksh 60 billion a year

tefore the recent price surge, which pushed the import bill to over Ksh 90 billion.

As part of its eionomic tumaround plan' the Govemment targets to increase

domestic oil crops production from 5 percent to 25 percent thereby reducing

importation of eiiUtl oil raw materials Towards this end, the Govemment will

attiact investment lo suPport oil cottage industries; provision of CMFs and

processing machinery Ibi srnall industries; and cxpand processing capacity of

existing industries.

1.3.2.6 Tea Sub-sector

4g. Tea sub-sector provides livelihoods to millions ol Kenyans. Despite its

contribution to lbreign exchange eamings' the retums to farmers have been

declining due to low productivity. high input cosls, low levels of value addition

and weik regulatory and institutional Iiamework. 'l'o enhance productivity and

improve competitiviness ol the sub-sector, the Govemment will undertake the

fbtlowirg interventions:

i. Provision ofprocessing equipment to tca cooperatives;

ii. Establishment of tca value addition hub and promote inveslments into the

hub;

iii. Export markct development and export promotion including market

diversification, legal and regulatory reform; and

iv. Provision of fiscal incentive; and establishment olwarehouse for value added

tea in key develoPment markets.
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1.3.3 Blue Economy

49. Sustainable use of ocean and blue economy resources remains a key socio-
economic development priority for the Goverrunent as a means to end hunger"
reduce poverty, create jobs and spur economic growth. Building on the historic
201 8 Sustainable Blue Economy Conference in Nairobi, the Govemment will
review the National Blue Economy Strategy to slrengthen contmunity structures in
parlicipatory management of freshwater, coastal ard marine resources and
ecosystems. The strategy is expected to contribute to socio-economic development
tluough fbod and nutrition security, coastal and rural development and income
increases along the aquaculture value chains. maritime transport and tourism.

1.3,4 Tbe Services Economy

I .-1.{.1 l'inancial Scrr ices

50. Kenya is a global leader in tinancial innovation with access to formal
Ilnancial scrvices standing at 83.7 percent in 2021 largety attributed to the progress
made by Kenya to expand financial access through various channels including
mobile money financial platforms. The Govemmcnt is currently implementing the
MSMEs Credit Guarantee Scheme (CGS) to promote enterprise development
through access to quality and affordable credit to MSMEs. Despite the recent
improvements in the Credit Information Sharing (CIS) fiarnework, some concems
persist about its use. This relates largely to the usc of adverse credit reports issued
by credit Reference Bureaus. r.r,hich are used to deny borrowers credit
('blacklisting'). Additionally, conlinued over reliance on domestic debt poses risk
ofcrowding out the private sector.

5 I . 'fhe Govemment will implement largeted interventions to strengthen the
financiaI services sector's role in driving the Government's Bottom - Up Economic
Transformation Agenda, cement Kenya's position as the region's financial and
technological hub and help millions of ordinary citizens overcome pressing
economic challenges and achieve prosperity. In particular. the Govemment will;
deploy a credible macroeconomic framework and groMh strategy to strengthen
extemal creditworthiness, enabling Government to borrow cheaply extemally and
end crowding out of private sector from the domestic credit market; leverage on
Kenya's well advanced SACCO system to develop a tier tkee financial system that
will facilitate disbursement of affordable credit through the Hustlers F-und to
cushion those affected by the current predatory lending interest rates e.g. market
traders. boda boda; and develop and deploy a robust financial serv'ices consumer
protection policy and legal fiamework that will protect Kenyans from predatory
lenders.

52. To continue leveraging the potential oldigital technologies, the Govemment
will work with key agencies such as the Central Bank olKenya to continue rolling
out cost-el}'ective and innovative payment services and protecting vulnerable
Kenyans liom risks that may arise lrom emerging technologies. Over the short-to
medium-term, the Government will be fbrwarding and supporting proposals by the
Central Bank of Kenya to update the national payments legal and regulatory
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liamework, aimed at strengthening oversight. bolstering affordability and improve

sewice delivery to KenYans.

53. To enhance agricultural productivity and support increasing incomes for

smallholder farmers-, the Govemment is implementing the rural Kenya financial

inclusion facility project (RK-FINFA) that incentivizes private and public funding

tbr increased ruiul finan"ial inclusion and green investments by agriculture value

chain stakcholders. The project's intervention will benctit 190,000 rural Kenyan

houscholds and 4l finantid institutions. 'fhese intcrvcntions will stimulate rural

ernployment, especially among the rural youth' women and vulnerable members

of rociety. 'lhe project is also contributing to thc Covernment's focus on using

public private partnerships financing tbr comrnercially viable projects by

i"r".uging deveiopment funding to pro-actively stimulate the interest of the

fina,rc-ial institutions to expand the volumes and outreach of their agricultural and

rural operations.

1.3.4.2 Tourism Sector

54. 'fourism is a historically important sector for thc economy, in terms of foreign

exchange eamings and job creation. 'fo support the sector. the Govemment will

focus o-n a bottom up job-creating tourism industry by: i) Nurturing a tourism

ecosystem that supports independent lravel particularly for young people'

inctuding quality and secure budget hotels and bed arrd breakfast facilities.

ailordable iudg"t ai. travel to all parts of the country and safe road travel; ii)

Diversifo Kenya's tourism by promoting niche market products, notably

aclventuie, sport and cultural tourism; and iii) Diversily source markets to include

African markets.

1.3.4.3 Aviation Sector

55. Aviation is a strategic industry tbr the economy. It is vital fbr the tourism

industry, exports of fresh produce and mainlcnance of Kenya's position as a

regional hub. The Kenya Airways had demonstrated that Kenya could become a

glibal aviafion hub. To support the aviation indus1ry, the Govemment will develop

i tr.,maround strategy for Kcnya Airways. A critical plank of this strategy will be a

financing plan thai does not depend on operational support from the exchequer

beyond December 2023.

1.3.5 Environment and Climate Change

56. Environmental conservation and response to the impacts of climate change

are at the centre of the Government's socio-economic transformation agenda.

Provision of a cleaner and safer envirorunent is consistcnt with the Constitutional

obligations and will cement the country's position as a global leader in

envi"ronmental protection and sustainable <levelopment. 'Io actualise this, the

Govemment will continue to mainstream issues of environment conservation'

olimate change mitigation and adaptation, hall and reversal of detbrestation,

biodiversity loss and land degradation, in all Govemmcnt programmes and across

all levels of Govemment.
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57. Already. the Government has commenced its plan to grorv l5 billion trees
across the country by 2030. The goal is to increasc the national tree cover from the
curent l2 percent to 30 percent over that period. This will ensure that the country
attains the Constitutional mandate oIat least l0 percent land area lorest cover. The
reforestation programme will be implemented through the Ministry of
Environment, Climate Change and Forestry in collaboration rvith Coulty
Govemments and other stnkeholders both local and loreign including youth and
rvomen groups, civil societies and religious organisations. To achieve this, the
Govemment will continue to support eftbas by the Kenya Forestry Research
Institute (KEFRI) to produce high quality tree seedlings in the l8 Tree Seeds

Centres countrywide.

58. In pursuit of the climate change agenda, Kenya's commitment is to reduce
greenhouse gas emissions by 32 percent by 2030 as contained in Kenya's
Nationally Determined Contribution (I.JDC). Towards this end, the Govemment
rvill adopt a Bottom-Up 3P solutions (people. planet. profil) whose priority value
chains include: biomass energy (wood fuel), agro-forestry and solid waste
nanagement. The strategy will involve modemizing and commercializing the

charcoal value chain by adopting modern kilns, decriminalize the charcoal trade,
supporting scaling up of clean cooking technologies and promoting youth-owned
and operated briquette-making r'nterprises.

59. ln solid waste management, the Govemment working with the private sector

has developed a European model called Extended Producer Responsibility (EPR)

based on housel.rold level separation that is unlikely to be practical beyond the
urban middle class. The Govemment will complement EPR system rvith a Bottom-
Up community-based value chain; organise waste collectors into cooperatives and
provide circular economy waste scparation sites.

60. To ensure sustainable funding of olimate change action and green economy
initiatives, the Govcmment will implcment Green Financing as a flagship
programme to transition to a low-carbon, climate resilient and green economy
through incorporation ol risks and opportunities resulting fiom environment and

climate change in the llnancial sector. 'l'his would be implemented through
establishment of Green Finance Coordination Framcwork ol public and private
green finance to enhance operational e1-fectiveness, idenlifu common challenges,
encourage peer learning, and limit duplication of eflbrts. To further enhance
increase of financial flows for climate action, the Govemment will develop and

implement policies and strategies to tap into the global carbon market
opporlunities, green and climate tlnancing mechanisms such as Green Climate
Fund, promote green bonds and debt for climate swaps among others.

61. In order to delivcr locally-lcd climatc resilience actions and strengthen

National and County Govemments' capacity to manage climate risks, the

Govemment in collaboration with Development Partners developed an innovative
Financing Locally-led climate Action (FLI-oCA) Program. The Program is

designed to encourage cross-agency collaboration and vertical linkages from
community level up to national level in addressing climate change. The programme
is suppo(ing counties to put in place participative climate change policy and

16l
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legistative liameworks in ordcr 1o be able to access pooled finance to support

implementation oi locallyJed climate actions.

1.3.6 Education and Training

62. Education is the ultimate rneans of ensuring an cquitable society. As part of
its economic tumaround and inclusive growth strategy, the Govemment will
tacilitate impartation ofthe necessary skills and competencies to leamers from pre-

primary to the tertiary lcvcl, regardless ofbackground. This will enable leamers to

effectivety play their pa( by contributing to the nation building effort, and

partaking of the dividends oi shared prosperity.

63. As part ofthe process, the Government undertook to review lhe Competency-

Based Cuniculum folbwing the concerns ofmany stakeholders, especially parents

and teachers. This was done under the auspices of the newly set up Presidential

Working Party on Education Refom.rs. The findings and recommendations from

the Working iarty shall inform subsequent necessary intervention to ensure that

Kenya deliv-ers thi calibre of education, skills and training needed to successfully

pursue sustainable development. In order to increase the teacher to leamer ratio in

primary and secondary schools' the Covemment has provided resources to the

Teachers Service Commission to recruit 30,000 teachers'

64. Other refomrs in the education sector include:

i. Pay for in-service teacher training initiated by Govemment and bridge the

current leacher shortage gap of 1 l6'000:

ii. Establish a Speciat Service Tariff for all leaming institutions for basic

utilities such as water. electricity and Internet connection;

iii. hnprove capacity of day secondary schools to guarantee access to quality

erlucation and reduce the costs. Cunently, 72 percent of leamers in

secondary schools are in day schools, whilc only 28 percent are in boarding

schools:

iv. Leveraging technology in Education through Integrating technology in

curriculum assessment by developing an online assessment system and

enhancement of digital content and crcative industry to have appropriate

content accessible in Kenya Education Cloud;

v. The National lrducation Management Inlormation System (NEMIS)

reengineering 1br leamer tracking and govemance monitoring in the

Education Sector and establishment ol NEMIS Steering and Technical

Teams to oversce the data managelnent in the sector;

vi. Establish a National Skill and Funding Council that amalgamates HELB'

TVET and University Funding Board and increase funding to bridge the

current 45 Percent gaP;

vii.BuildafullyequippedTechnicalTrainingandVocationalEducation
Training Institution (TVET) in the remaining 52 constituencies, equip ICT

labs in 218 TVET instilulions with equipment to create digital labs and

Establish Science and Technology Park;
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viii. Set up a National Open lJniversity to increase access and reduce the cosl of
university education while making 100 percent transition to highcr
education a reality;

ix. Establish a one-year paid National Intemship Programme for all students
graduating lrom teachers, technical and medical colleges and universities,
by collaborating with industry players;

x. Increase funding fbr research and development from the current 0.8 percent
to 2 percent ol GDP in accordance with the Science and Technology
Innovation (ST&l) Act 2013 as per the bottorn-up economic agenda.
Additionally, incentivize the private sector to contribute towards research;

xi. Double the amount of money allocated to the school feeding programmc to
immediately raise the number of beneficiaries fiom two million to ibur
million; and to provide conditional grants to County Govemments to extend
the programme ald raise the numbers to 8 million in prirnary and Earty
Child Development (ECD) schoolsi and

xii. Domesticate teacher recruitment and deployment at entry level according to
the UNESCO teacher deployment practice which treats education as a
cultural process conducted within a people's cultural context at the local
level. To deal with the challenge faced by teachers resulting from
delocalization, the Government will replace this poticy with a
nationalization programme which will incentivize teachers who choose to
serve in other parts of the country.

1.3.7 Women Agenda

65. The participation of women in key sectors olthe economy is minimal, and a
vast majority of them remain in low-income jobs or enterprises and endure poor
working conditions. Women are also largely excluded lrom govemance and
political institutions. As part of its inclusive strategy, the Govemment will:

i. Provide financial and capacity building supporr 1br women through lhe
Hustler Fund for women-led co-operative societies. 'chamas', merry-go-
rounds and table banking initiatives and protect lhem from predatory interest
rates charged by unscrupulous money lenders;

ii. Implement the two-thirds gender rule in elective and appointive positions in
the public sector within l2 months after the elections including 50 percent
cabinet positions for women ald increase the number of, and personnel at,
gender desks at police stations;

iii. Increase funding for the Anti-Female Genital Mutilation (FGM) Board and
fully implement the anti-FGM law;

iv. Establish a social welfare fund for Kenyan women working abroad to
provide a safety net for distressed diaspora citizens;

v. Ensure availability of clean, safe, environmentally-friendly and affordable
cooking fuels;

vi. Ensure access to education and provide free sanitary towels in all schools
and public washrooms; and
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vii. Take administrative measures to ensure 100 percent enlorcement olthe
spousal consent legal provisions in land transactions to cushion women and

chitdren liom dispossession of family land.

1.3.8 Social Protection

66. At the hearl of the Govemment's developnrent agenda, is the inclusion in

society and employment opportunities for the vulncrable members. Thc National

Sociai Security l.'untl (NSSF) payroll deduction system is not diverse enough in an

economy wheic 85 pcrcent olworkforce is not on lormal payrolls. To address this.

the Govemment will establish a universal social security system. encompassing

pension, occupational hazard and unemployment insuralce'

67. The covemment will also continue to support vulnerable members of the

society through the Sociat Safety Nets Programmcs (lnua Jamii), the [Iunger Sal'ety

Net piogra,rme and the National Council lbr Persons Living with Disabilities

Fund. To protect the elderly, the Govemment will push for attainment ol 100

percent NHIF coverage fbr senior citizens within thrce years; revamp the cash

transfer programrnes lbr elderly and vulnerable households to improve opcrational

elTiciency, prompl payment accountabiliry and coverage; invest in education and

training ior caregiucrs and medical staffto fill the gap of skills in the provision of
specialised care for older people.

6g. To protect the rvellare of children, the Govemment cornmits to eradicate

malnutrition within five years; increase access to early stimulation and leaming,

and to prioritise an inlegrated package of services for children; and improve

leaming outcomes by connecting all schools to the intemet

69. To support people living with disabilities (PWDs), the Govemment will target

for 100 percent NLIlir coverage for PWDs; integrate schools to allow children with

disabilities to start interacting wilh the general public at an early age to restore their

confidence and self'-csteem; and merge the National Fund for the Disabled of
Kenya (NFDK) with National Council for Pcrsons with Disabilities (NCPWD) and

ensure parlianrentary oversight lbr accountability. The Govemment will also set

aside I i percent of all public-funded bursaries for pupils with disabilities; and ring

I'ence adequate percentage of the Hustlers Fund tbr PWDs.

1.3.9 Sports, Culture and Arts

70. The Govemment recognizes sports and the arts as a mega industry that can

employ millions ol youlh and help grow the cconomy' Kenya sponing prowess

portends trenrendous opportunity to build a sports economy value chain tlrat

includes hosting of intemational sporting events, training lacilities and

manufacturing of sports apparel and equipment.

71. To support the sports industry, the Government has moved with speed to get

the country'i tbotbali back, protect Kenya's athletics pedigree from doping' and

streamlinq collection an<i distribution of royalties to artists. Through the

revolutionary .TALAN'fA HELA', Plan, the Government will rebuild and monetise

sports and creativc industry. As part of the inclusive growth plan, the Government

will champion a grassroots football development program that will see National

Govemment work wilh County Govemments to invest heavily in youth lootball.

it'r.ffi
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Arrangements are at an advanced stage to launch a Bottom-up firotball toumament
to be contested by under- I 9 teams from all 47 Counties.

72. To further hamess the potcntial of the sports and arts industry, the

Govemment will: identifi sustainable sources for sports funding and consider
setting up ofa national lottery, 1ax incentives for corporate sponsorship, a dedicated

or ring-fenced tar ztrrd Public-Privatc Partnership frarnework for infrastructure
development. The Government will also review the Sports Act; and establish and

resource adequately a dedicated function within the Tourism Promotion Council to

attract international sporting events; and leverage on the country's intemational
athletics bland to develop a domestic sports apparel manufacturing cluster. Further,
the Govemment will expand the National Youth Talent Academy to include all
sports and simultaneously devolve it to County level; introduce County Sports

1'alent Academy with the capacity to systematically identifo promising sporting

talent and provide necessary support through sponsorship to further their
skills/talent.

1.3.10 Youth Empowerment and Development Agenda

73. Towards the realizalion olthe Govemments development agenda, deliberate

etTorts will be undertaken to lcverage on broader youth empowennent and

development infrastructure that support various facets of youth Agenda in Kenya.

This critical population cohort will be hamessed to realize the demographic

dividends il various sectors of economic transformation to address youth

unemployment as one ofthe key challenges.

74. The Govemment will continue to support hamessing youth talent and

imovation; inculcating entrepreneurial culture among the youth; up-skilling youth

for employability; estabtish youlh innovation and incubation hubs to strengthen

capacity for youth talent and innovaticlns development: establish youth innovation
awards; support targeted programmes for employment creation focusing

employment, education and training (NEET); and enhance community-based
youth social development interventions. To monitor on the efficacy of youth
development interventions, the Oovernment will develop a National Index for
Youth Development and appropriate legislations for youth development in the

Country.

1.3.1I Governance

75. The Govemment's commitment lor the next five years is 1o scale up the

implementation of the provisions of the 2010 Constitution. strengthen the rule of
Iaw, increase access to justice. ensure respect for human rights and respect the

United Nations Sustainable Development Goal NunTber 16 on peace,.iustice and

strong institutions. Most importantly, the Govemment slnll endeavour to ensure

zero tolerance to comrption by making all public servants acctluntable, and

submitting to the oversight of Parliament and other constitutionally mandated

institutions.

76. To strengthen govemance, the Govemment appointed tbur Court ofAppeal
and two Environment and I-and Court judges, and 20 judges ol the High Court.

The Govemment has also escalated the actualisation ofthe Judiciary Fund that will
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increase the allocation of rcsources to match the needs of enhancing acccss to

justice throughout Kenya. Over the medium term, the Govemment rvill:

i. Equip the Atlomey-General's Office with the resources and ability it needs

to saieguard the public interest in court, legislating, negotiating international

ugr."."ntt, and signing of contracts. This will minimize the necdless

litigation and costlY fines:

ii. Bolster the financial and technical capabilities as well as the independence

ofall independent (Chapter 15) institutions to make sure they are capable of
defending the national interest and the people's sovcrcigntyl

iii. Institutionalize human rights-based approaches to Counter-Terrorism (CT),

including strengthening the Special CT Courts to ensure speedy and fair

trial s;

iv. Strengthen the Office ol the Registrar of Political Parties (ORPP) by

opening county ol-llces:

v. End the weaponization and politicization of the anti-com'rption efforts by

allowing the relevant institutions to Ileely exercise the indcpendence given

to them by the Constitution:

vi. Grant ltnancial independence to the Ethics and Anti-Corruption

Commission (EACC) and the police to end their reliance on the Office of
the Presidentl and

vii. Promote accountability and openness in the management ofpublic alfairs,

institutionalizing open governance in all State organs and agencies, and

publishing an annual State ofOpenness Report.

1.3.1 1.1 Pubtic Service Transformation

77. The quality ofthe hun1an resource is crucial for social economic development

of the Country. The Govemment Transformative Agenda will require highly

skilled, agile and responsive Publio sector workforce well cquipped with requisite

skills. knowledge attitudes and competencies.

78. The quality ofthe human resource is crucial for socio-economic development

of the country. The Kcnya Kwanza Govemment's Bottom - Up Economic

Transformation Agenda lbcuses on economic turnaround and inclusive groMh.
'fhe tumaround will require Kenya to build a highly skilled, agile and responsive

public sector workforce well equipped with requite skills, tnowledge, attitudes and

competencies needed to realize these objectives. The public service should thus be

irurovative, creative, flexibte and adaptive to the needs ol the county and by

extensions, the needs olthe citizens in view of the nation development priorities.

79. Towards this end, thc Govemment will focus on building human capital

consistent with merit system principles that will include modemizing policies and

practices ior training and human development of its staff. As Part ofthe process,

iife-long training, education and development to mold the kind of human resources

requireJ to take the country to the next level of development will be prioritized.

Thls will include putting in place robust policy mechanism in place to ensure both

scarce and high priority skills are available under the public service in both the
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National and Counly Govemments.'I'o achieve this, the Public Service will
embrace competency based human resource managemcnt and development
framework. To achieve this, the Govemment both at the National and County
Levels rvill review and implement human resource policies, procedures. laws,
regulations, strategies and guidelines to improve and transfbm.r service delivery.
especially in Agriculture, MSMEs. housing and settlemenl, healthcare, digital and
creative industry sectors.

80. 'lhe Govemment has been advancing citizen-centered public service delivery
through a variety of channels, including deploying digital technology and
establishing citizen service centres across the country. Going forward, Government
service delivery through digitation and automation of Goverrunent critical process

and in an effort to ensure availability of 80 percent of its service, strategies rvill be
put in place to cnhance Govemment E-sen'ices. E-Govemment and I{udunra
service delivery platforms. In addition, the Govemment will develop strategies and
plans for performance management effectiveness in the public service through
reengineering for the current performance management framework.

81. Further, the Govemment will upgrade the existing GHRIS and developed a

'unified Hunran Resource (Ui{R) System' for the Public Service to ensure the
Public Service Human Resource Data and Wage bill is consolidated in one system
for ease of decision-making. The consolidated Human Resource data and payroll
i:oformation will eventually be linked w'ith other systems such as the lntegrated
Financial Management Information System (IFMIS). Kenya Revenue Authority
(KRA). i tax system, the National Registration Bureau (NRB), among others.

82. In order to f'acilitate the desired consolidation oF HR/payroll in the Public
Service, each public servant is required to have a lifetime unique identification
under the Unified Payroll Number (UPN) Generation/Allocation Module centrally
managed by the Ministry responsible for Public Service. 1'he acquisition of Unified
Payroll Number (UPNs) is prerequisite fbr a Public Servicc orgariz-ation to use the
shared Unified HR platform.

83. The Govemment, is committed to build a robust, hardworking and dedicated
human resource in the public service. Towards this end, a iiamework to guide in
development of career management in the Public Service and Gencric guidelines
on career guidelines for staff in the counties will be developed. This will go a long
way in attracting, molivating and retaining suitably qualified staff in the Service
who clearly understand their well-defined job descriptions and specifications.

84. In the same spirit, the Govemment will ensure that flt for purposc
organizational structures and optimal stalfing levels are developed for all
Ministries/State Departments, Agencies and Counties in line with the Executive
Order No. I of 2023 on the Organization of the Govemment of Kenya in order to
realign their rnandates with the Kenya Kwanza Manifesto.

1.3.1 1.2 Strengthening Leadership Accountability and De-Pcrsonalising
Politics

85. To strenglhen leadership accountability and de-personalising politics, the

Govemment will:

': :.-" ,., I
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Hold an annual State of the Nation Forum as an cxtension of the country-

wi<le consultative economic forums that have been a core component ofour
carnpaign, as a platfomr ior dialogue whose recommendations will infom
the Staie ol the-Nation Acldress to Parliament, and to include appropriate

monitoring and evaluation mechanisms as required by Article 132(l)(c) of
the Constitution;

Establish an engagemen! platform rvhich rvill recognise and engage Inicro'

small, medium and large business owners, civil society, faith-based groups'

youth leaders, women leaders, among others, to address the cohesion and

inequality challenges of thc country;

Review the role of the National Cohesion and Integration Commission with

a view to repealing the NCIC Acti

Operationalise the Public Benefits Organisations Act and expand space lbr

Ctvemment-NGO partnerships and collaborations; and

t,egislate an afftrmative action liamework to implement Article 56 ol the

Constitution regarding minorities and marginalised groups'

1.3.1 1.3 Strengthening Devolution

g6. 'l'o enhance devolution. the Government will: colnplete transfer ol' all

lunctions constitutionally earmarked to counties within six months; and develop a

framework for ensuring that state<lwned firms carrying out devolved or shared

linctions adhere to the principles of govemance and ensure that the principle of

funding-lollows-tunctions is adhered to with respect to all devolved functions. 'fhe

Goveriment will also improve County Govemments' capacity to generate their

own incomc zmd reduce over-reliance on transfers from the National Government;

and ensurc rhat shareable revenue is transferred to counties in a timely and

predictable mamer and in accordance with the law'

1,3.11.4 Security

87. ',l'he security sector is crirical to long-term sustainable development ar.rd

poverty alleviation by ensuring sat'e and fair systems to enable people to work and

trrin.t, to operate. bespite steps towards reform, many challenges still exist in

eff'ective irnpiernentation ofsecurity sector reforms as is cvident in continued cases

of political interference, poor learJership and dismal performance' corruption'

abduction. torture, disappearance and murder, extrajudicial killings and a lack oi
effective oversight and accountability.

88. To revcrse this, the Govemment has successfully engaged security sector

stakeholders to re-orient policing operations. This has ushered in a new policing

paradigm geared towardi achieving a high level of security for citizens while

Lb."*Ing iheir rights and frcedon.rs to the greatest extent. To strengthen policing

services, the Gov-ernmert has executed the necessary instrunellt to actualise the

financiai independence ofthe National Police Service i' the realisation that this is

the substantive enabler of genuine institutional independence. The operalional

independence of the police is necessary for its efficiency, professionalism and

accountability. The Govemment established a taskforce on police reforms in
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Decen,ber 2022 to review the remuneration and lemts ofall ofllcers in the securily
sector to be commensurate with the cost of living.

1.3.12 Foreign Policy and Regional Integration

89. Kenya's significance in world affairs is demonstrated by the fact that it is

considered an anchor State in the Eastem African region. It hosts the only United
Nations headquarters in the Global South (lJnited Nation Environmental Program
and Habitat). serves as a hub for intemational organisations, and is a key player in
peace and security initiatives in the region. The Govemment will promote lriendly
relations with our neighbours, play a leadirtg role in regional and pan-Afiican
aflairs. collaborate with our intemational partners, and uphold our commitment to

the intemationa.l community.

90. The Government will develop a creative and robusl foreign policy whose

pillars will be:

1.3.12.1 Economic and Conrmercial Diplomacl'

91. This entails leveraging our intemational engagements to create opportunities

fbr our citizens, businesses. and investors. In pa(icular. rve aim to expand the

market for our products and services by taking advantage of our membership in
regional organisations such as the East African Community, the Common Market
for Eastem and Southem Africa (COMESA), the Af'rican Continental Free Trade

Area (AfCTA), and the Intergovemmental Authority on Development (IGAD).
The administration will also take advantage of Kenya's status as tech powerhouse

to further drive economic interest of the country.

l.-1.12.2 .\ncho r State

92. Kenya Kwanza will strenglhen Kenya's role as an anchor State in regional,

continental, and global affairs. We will continue 10 lead efforts to advance regional

stability and peace, aid global initiatives to counteract violent extremism and

cooperate with other countries as a reliable ally or neighbour. Deploy robust,

creative and engaging foreign policy to raise Kenya's profile as a regional anchor

State and amplifu our partnership with the rest of the rvorld, including Africa,
China" US, Europe, UK and India, among other pa(ners.

1.3.12.3 Global citizcnship

93. This entails suppo(ing the work and decisions of ir.rternational organisations

that Kenya has joined or ratihed. These include the African Union, the Ilast Aliican
Community and the UN and its affiliates. Our foreign policy wilt be global in
scope, but it will have a more pan-Afiicallist stance, placing more focus on causes

that improve the welfare of Africans worldwide. We will not only deepen our

bonds with our long-standing intemational and bilatera] partners, but also extend

our iriendship to anyone with whom we share a n.rutually beneficial relationship.
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1.3.12.{ l)iaspora

g4. About threc nrillion Kenyans are currently living in various parts ofthe world

and constitute Kenya's ciiaspora community. This population continues to form an

integral part ofthe Kenyan economy and social labric. The Govemrnent, theretbre,

inte;ds io engage the Kenyan Diaspora in a more constructive aurd productive

manner to unlock and unleash their full potential. This will be through:

i. Improving delivery olGovemment services through decentralising services

and tjrnctions ol Kenyan missions abroad;

ii. Establishing a tliaspora forum which rvill review progress oi national

Govemment services to the diaspora and make the necessary

recommendations;

iii. Establishing new and enhancc trade and investment channels in order to

promote turther local investment by Kenyans living in the diaspora;

iv. Facilitating accreditation and endorsemenl of Kenya's qualifications and

ski[s with those of foreign countries for easy access into higher education

and foreign jobs by Kenyans living in the diaspora;

v. Facilitating the portability of knowledge. skills, innovation and technical

resources available in the diaspora for national developnrent;

vi. Establishing a social wellare system for Kenyans living in the diaspora, by

exploring and implementing the portability ofsocial protection;

vii. Engaging our sportsmen and women and other eminent Kenyans to promote

patriotism and social cohesion in Kenya and globally: and

viii. Promoting the Kenyan brand and appoint brand ambassadors who will
market Kenyan services and products and equally increase the global market

share of these services and products.
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1.4 Implementation Framework

95. The policy priority areas iu the Bottom - Up Economic Transtbrmation
Agenda will be implemented through a lramework anchored on three pillars
namely; prioritisation, sequencing and financing.

1.4.1 Prioritisation

96. Prioritisation is critical because resources are scarce but also bccause we do

not have the capacity to do everything at once. Limited resources mean that we

must chose, but choosing one person's preferences over another can create winners

ancl losers, thereby undermining the goodwill needed to have everyone pulling in
the same direction. It is, therefore, imperative that transparent objective criteria are

used, and everyone is able to see what is in it for them.

97. The priorities in this plan have been chosen based on the impact on six

objectives which, in our view. hit the most birds rvith the feu'est stones, namely,

bringing down the cost of living, eradicating hunger. creating jobs, expanding the

tax base, improving our foreign exchange balance and inclusive growth. These

criteria led us to five sectors that tbrm the core pillars of this plan. These are:

Agriculture Treursformation, Micro, Small and Medium Enterprise (MSME)
Economy, Housing and Settlement, Healthcare. and Digital Superhighway and

Creative Economy.

1.4.2 Sequencing

98. The imperative to alleviate the sulfering that Kenyans are undergoing makes

sequencing critical. In the context of severe resource constraints, interventions that

can increase Govemment revenue quickly, making it much easier to finance other

things. We also have to think about those inlen'entions that have long gestation

periods but very significant impact in a few years', and only ifthey are initiated in
good time. These considerations have led us to establish four timelrames as

follows:

o Quick wins. These are interventions that will have economic impact within
six months. Exan.rples include dairy and seasonal crops and resolution of
pending bills.

o Short term. These are interventions that will deliver impact within 6 - l8
months. Examples include establishing l'eedlots lbr cattle and rehabilitation
ofcrops such as coffee and cashew nuts.

r Medium term.'fhese are interventions that will deliver impact between 18 -
36 months. Examples include housing programmes, Universal Flealth Care

(UHC), coflbe, I'ruit and nut trees.

. Long term. l'hese are interventions whose impact is expected to be felt
between 3 and 5 years and beyond, but need to be started in good time.

1.4.3 Financing Principles and Framework

99. Fiscal consolidation. The plan must be financed within a budget deficit target

of 3 percent by financial year 2026/27. This will be achieved by (a) Ensuring that

.i ;.
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revenue projsction will not exceed the average growlh in preceding three years and

expenditure gro*rh capped at 75 percent ofthe revenue growth ratc' and (b) Budget

neutrality. For new programmes to be flnanccd, the resourccs rnust be released by

another programmc or project that is either cornpleted or closed'

100. Infrastructure Fund/Bank. An iniiaslructure fund will be cstablished with

initiat capitalisation tiom privatisation proceeds, with a view to progressively

reducing thc linancing of commercially viable infrastructure projects from the

budget.

l0l. Aid resources. water, health, education and environmcnt/climate change

will be prioritised in the utilisation ofgrants and concessional loans'

l02.Pendingbills'Toremovepressureofsettlingperrdingbillsfionrthearrnual
budget allocations. a transactions advisor will be engaged to advise on

secuiitisarion olthe outstanding bills subiect to verification'

Delivery: Value Chain APProach

103. competition for resources among sectors often undermines rational allocation

of resou.ces. and also wastage due to duplication, fragmcntation and lack of
coordination. 'fo mitigate this, ihe Govemment has adopted a value chain approach

in budgeling. Under Ge process. the budgeting lor the priority programmes will.be

don" ti.ougl.r o.,alue chiin approach under five clusters: i) Finance and Production

Economy; Ii; Inlrastructurel iii) Land and Natural Resourcei iv) Social Sectors; and

vy Govemarice and public Administration. This process etrsures there is no break

in the cycle in the resource allocations lbr a value chain. The process also ensures

udeqruie resources are allocated to any entity along the value chain and helps to

eliminate tluplication of roles and budgeling of resources'
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II. RECENT ECONOMIC DEVELOPMENTS AND
MEDIUM-TERM OUTLOOK

2.1 Overvielv

104. The Kenyan economy continued to expand in 2022. albeit at a slorvcr pace

than the 7.5 percent recorded in 2021. Real GDP is expected to have grown by 5.5

percent in 2022 supported by the services sector despite subdued perlormance in
agriculture and weaker global growth. The economy is projected to rebound to 6'l
percent in 2023, reinlilrced by the Govemment's Bottom Up Economic
'Iransformation Agenda geared towards economic tumaround and inclusive
growth.

105. The coordination between monetary and fiscal policies continued to support

macroeconomic stability with interest rates remaining relatively stable. Year-on-
year overall inllation rate declined for the third consecutive month in January 2023.

Inflation rate eased to 9.0 percent in January 2023 tiom 9.l percent in December
2022 and 9.5 percent in November 2022 due to a decline in food prices tbllou'ing
the favourable rains and declining intemational prices ofedible oils. Flowever. this
inllation rate was higher than the 5.4 percent recorded in January 2022.

106. The extemal sector has remained stablc despite the tight global financial
conditions attributed to slrengthening of US Dollar and uncertainties regarding the

ongoing Russian-Ukraine conJlict. Due to the strong dollar, the exchange rate to
the Kenya shilling, like all world currencies, has weakened but strcngthened

against other major intemational currencies. 'fhe current account deficit was

generally stable at 5.2 percent of GDP in the 12 months to November 2022

compared to 5.4 percent of GDP in November 2021 on account of improved
receipts from service exports and resilient remittances- The official foreign

exchange reseryes at 4.2 months of import cover in November 2022 continues to
provide adequate buff-er against short term sl.rocks in the foreign exchange market.

107. The hscal policy sontinues to pursue growlh fi'iendly fiscal consolidation to
preserve debt sustainability. This will be achieved through enhancing revenue

collection and ourtailing non-core expenditures while prioritizing high impact
social and investment expenditure. As such, fiscal dehcit is projected to decline
from 5.7 percent of GDP inFY 2022123 to 4.4 percent of GDP in FY 2023/24.

2.2 Recent Economic Developments

Global and Regionol Economic Developmenls

108. Global econontic outlook has become more uncertain - reflecting the impact
of the ongoing Russia-Ukraine conflict, elevated global inflation, lingering ellccts
of COVID-19 pandemic, and persistent supply chain disruptions. Global growth is

projected to slow down to 2.9 percent in 2023 from the estimated at 3.4 percent in
2022 mainly driven by sluggish growth in advanced economies. The advanced

economies is projected to decline from the estimated 2.7 percent in 2022 lo 1.2

percent in 2023 reflecting slowdown in the groMh in the USA, Euro Area and

United Kingdom.
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Table 2.1: Global Economic Grorvth, Percent

Source of Dota: .lunuarv 2023 llrEO

Domestic E co tto nti c Dev e I opmen ts

!'igurc 2.1: Annual lteal GDP Grorvth ratos

Source of Dala: Kerya National Bureau ofstatistics' The Notionol Treasury

109. Growth in the ernerging markets and developing economies is projected to

rise modestly to 4.0 percent in 2023 from an estimated 3.9 percent in 2022 rnainly

driven by ,".ou"ry of activities in china with the full reopening in 2023. China

."oro,rry is projected to irnprove to 5'2 percent from 3'0 percent in 2022 (Table

2.1). In ihe srb-Sah,an Afiica region. groMh is projected to remain moderate at

3.g percent in 2023. i'his outlook reflects Nigeria's rising growth in 2023 due to

measures to address insecurity issues in thc oil sector'

110. The Kenyan economy demonstrated remarkable resilience and recovery from

covlD-19 shock due to rhe diversified nature ofthe economy and the proactive

measures by the Govemment to support businesses. The economy expanded by 7'5

percent in i021. a mrch stronger level lrom a contraction of 0'3 percent in 2020

(Figure 2.1).
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I I I . The growth momentum continued in the first three quarters of 2022 averaging
5.5 percent despite subdued pertbrmance in agriculture and weaker global growth.
The economy grew by 6.7 percent in the first quarter and 5.2 percent in the second
quarter compared to a growth of 2.7 percent and I I .0 percent in similar quarters in
2021.

I12. [n the third quarter of 2022. the economy grew by 4.7 percent compared to a
growth of 9.3 percent in the corresponding quarter of 2021. Most sectors posted
slower grouhs owing to the significantly high grouth rates recorded in thc third
quarter of 2021 lhar, signified recovery from the impact of the COVID-I9
pandemic. The growth in the third quarter of 2022 was mainly supported by thc
service sectors, particularly: Accommodation and Food Service activities,
Wholesale and retail trade. Professional. Administrative and Support services,
Education and financial and lnsurance activities. The growth was, however.
slowed by declines in activities of the Agriculture, Forestry and Fishing, and
Mining and Quarrying sectors

I 13. The agriculture sector recorded a contraction of 0.6 percent in the third quarter
of2022 conrpared to a growth o10.6 percent recorded in the corresponding quarter
ol 2021. The slowdown in perlormance of the sector was mainly attributed to
unfavorable weather conditions that prevailed in first three quarters of2022. 'fhe

decline was reflected in vegetable exports and milk intake by processors. The
sector's perlomrance was cushioned from a steeper contraction by improved
production in lruits. coff'ee and cane.

ll4. The performance olthe industry sector slowed do*n to a growth of 3.4
percent in the third quarter of 2022 compared to a grofih of 8.3 percent in the same
period in 2021. This rvas mainJy on account ol normalization olactivities in thc
manufacturing sub-sector after the strong recovery in 2021. Manufacturing sub-
sector expanded by 2.4 percent in the third quarter of 2022 compared to 10.2
percent growth recorded in the same period of 2021. The groMh in the industry
sector was supported by positive growlhs in Electricity ard Water Supply sub-
sector and construction sub-sector which grew'by 4.7 percent and 4.3 percent.
respectively.

I 15. The activities in the services sector normalized and remained strong in the
third quarter of 2022 after a strong recovery in 2021 lrom the effects of COVID-
l9 pandemic. I'he sector groMh slou'ed down to 6.1 percent in the third quarter of
2022 compared to a growth ol I1.4 percent in the third quarter of 2021. l'his
perforrnance was largely charaoterized by substantial growths in accommodation
and food services, wholesale and retail trade, professional, administrative and
support services and education sub-sectors.

In/lation Rate

116. The year-on-year inflation rate eased for the third consecutive lnonth in
January 2023 but was still above the 7.5 percent upper bound target. Inflation rate
eased to 9.0 percent in January 2023 from 9.1 percent in December 2022 and9.5
percent in Novenrber 2022 dw to a decline in food prices as a result of lavorable
rains and lower global commodity prices particularly for edible oils and wheat with
the easing of intemational supply chain disruptions @igure 2.2). However, this
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120. While intlation has been rising and remains high in most economies, Kenya's
inJlation rate at 9.1 percent in December 2022 is much lower than that of some
countries in the Sub-Saharan African region that have double digits' inflation
@igure 2.4).

Figure 2.4: Inflation Rates in selected African Countries (Dece mber 2022)

Source of Dala: National Central Banks

Kenya Shilling Exclrange Rate

121. The foreign exchange markel has largely remained stable despite the tight
global financial conditions attributed to strengther.ring US Dollar ard uncertainties
regading the ongoing Russian-Ukraine conflict. Due to the strong dollar, the
exchange rate to the Kenya shilling like all world currencies has weakened to
exchange at Ksh 123.9 in January 2023 compared to Ksh I 13.4 in January 2022
(Figure 2.5). Against the Euro. the Kenya shilling also weakened to Ksh l33.4
frorn Ksh 128.4 over the same period. The Kenyan Shilling strengthened agair.rst
the Sterling Pound exchange at Ksh 151.3 in January 2023 compared Ksh 153.6 in
lansary 2022.

t-i re 2.5: Kcn a Shillin s Iixclran c llate

Source of Data: Cennal Bank of Kenya
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123. Monetary policy stance remains tight to anchor irlflation expectations due 1o

the sustained inflationary pressures, the elevated global risks and their potential

impact on the domestic 
".orolny. 

In this regard, the Central Rank Rate was raised

from 8.25 percent to 8.75 percent in November 2022 and retained at the same late

on 30th January 2023. (Figure 2.7).

124. fhe interbank rate increased to 6'0 percent in January 2023 compaled to 4 4

percent in January 2022 while the 9l -day Treasury Bills tate also increased to 9.5

percent compared to 7.3 percent over the same period due to tighl liquidity

conditions.

122. In comparison to Sub-Saharan Atiica currencies, the depreciation oflhe
Kenya Shilting exchauge rate has remained relatively low at 9'3 percsnt against

ttre us potiar in Janua-ry 2023 (Figure 2.6). Tlie depreciation rate of the Kenya

Shilling was lower than that of Botswana pula, South Aliican Rand. Namibian

Dollar and Malawi Kw-acha. The stability in the Kenya Shilling was supported by

increased remittances, adequate foreign exchange reserves zurd improved expotts

recr:ipts.

Figure 2,6: Performance of Selected Currencies against the US Dollar

Jln uir 2022 to Janua 2[23

Source of Dato: Nationol Centrql Banks

Interest Rates

F rc 2. 7: Short Term Interest Ratcs, Perccnt

Source of Datd: Central Bank of Kenya
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125. Commerciai banks' lending rates remained relatively stable in November

2022 supported by the prevailing monetary policy stance during the period' The

arerage linding rate was at 12.6 percent in November 2022 ftom 12.2 percent in

November 2021 while the average deposit rate increased to 7.1 percent from 6 4

percent over the same period. Consequently, the average interest rate spread

declined to 5.5 percent in November 2022 from 5.7 percent in November 2021'

Money and Credit

I 26. Broad money supply, M3, grew by 7.2 percent in the year to December 2022

compared to a gro*th ol 6.1 percent in the year to December 2021 (Table 2'2)'

The growth in December 2022 was mainly due to an increase in domestic credit

particularly net lending to the private sector. This gro*th u,as however curtailed

by a decline ir the Net Foreign Assets (NFA).

Table 2.2; Money and Credit Developments (12 Months to December 2022

Ksh billion

Source of Data: Centrol Bank of Kenya

127. Net Foreign Assets (NFA) of the banking system in the ycar to December

2022 contracted by 5 I .9 percent, compared to a contraction of 2l '0 percent in the

year to December 2021 . The decline in NFA partly reflected a reduclion in reserves

at the central Bank due to schedulcd debt service, and the increase in commercial

bank's borrowing from lbreign sources.

128. Net Domestic Assets (NDA) registered a growth of l6'7 percent in the year

to December 2022, an improvement compared to a growth of 12.4 percent over a

similar period in 2021. The growth in NDA was mainly supported by resilient

growth in credit to the private sector as business activities improved. Growth of
Iomestic credit extended by thc banking system to the Govemment moderated to

1 I .6 percent in the year to December 2022 compared to a growth of 28'3 percent
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in the year to December 2021 . Lending to other public sector also declined during

the peiiod, mainly due to repayments by County Governments and parastatals'

Private Seclor Credil

129. Private sector credit improved to a growth of i2.5 percent in the l2 months

to December 2022 cornpared to a growth of 8.6 percent in the year to December

2021 (Figure 2.8). All eoonomic scctors registered positive groMh rates reflecting

increaie,l credit demand lbllowing irnproved economic activities. Strong credit

growth was observed in the lbllo*'ing sectors; mining, transport and

Jommu.ication, agriculture, mauui'acturing' business services, trade. and

consuner durables. Monthly credit tlows (month on monlh) have also improved

frorn Ksh 24.8 billion in December 2021 peaking at Ksh 28.0 billion in December

2022.

I 30. The Govemment has launchcd the Hustlers Fund, as an intewention to correct

nrarket failure problems that led to predatory lending. Ihis progranl aims to lift
those at the bottom ofthe pyramid through structured products in personnel linance

that includes savings. credit, insurance and investment.

Fi re 2.8: Private Sector Crcdit

Source of Data: Central Bonk rtf Kenya

Exter n al Sector Deve loPme n ls

131 . 'Ihe overall balance of payments position improved to a surplus of USD

2,245.4 million (2.0 percent of GDP) in November 2022 front a deficit of USD

976.8 mitlion (0.9 percent of GDP) in November 2021 (Figure 2'9) This was

mainly due to an improvemcnt in the capital account despile a decline in the

merchandise account reflecting increased imports of petroleum products owing to

high international crude oil priccs.

132. The current account deficit was generally stable at USD 5'771'0 million (5'2

percent oIGDP) in Novernber 2022 compared to USD 5,81 1.6 million (5 4 percent

Lf COf) in November 2021. The current account balance was supported by an

improvement in the net receipts on the services account and the net secondary

income balance despite a deterioration in the net primary income balance and

merchandise account.
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Fi rc 2.9: llalancc ol l'l nrcnl I)crccnt of (l l)l'

Source o.[ Dola: Cental Bank of Kerya

133. The balance in the merchandise account declined by USD 1,238.0 million to
a deficit of USD 12,186.7 million in November 2022 mainly due to increased
payments on imports in spite olan improvement in the export eamings (Iable 2.3).
In the year to November 2022. exports grew by 12.4 percent primarily driven by
improved receipts from tea and manufactured goods despite a decline in receipts
from horticulture. 'fhe increase in receipts from tea exports reflects improved
prices attributed to demand fiom traditional markets. On the other hand, imports
ofgoods increased by I1.7 percent in the year to November 2022 mainly due to
increases in imports ofoil and other intermediate goods.

'l ablc 2..1: llalance of l)a cnls tlSI) Million

Source o/ Dala: ('enlral Bank of Kenva
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134. Ne1 receipts on the services account improved by USD 1,104.3 n llion to
tJ sD I .678.7 million in November 2022 compared to a similar period in 2021 . This

was mainly on account of an increase in receipts from transportation and tourism

as intemaiional travel continues to improve. Net Secondary income remained

resilient and increased by USD 417.3 million during the review period owing to an

increase in renrittances- '['he balance on the primary account widened by USD

243.0 million to a deficit of LJSD 1,692.8 million in November 2022, from a deficit

of USD 1.449.8 million in the sarne period last year. reflecting higher interest

related payments on other inveslrnents.

135. The capital account balance improved by USD 1,190'2 mitlion to register a

surplus of U-SD 1.31i6.3 million in November 2022 compared to a surplus of USD

196.1 rnillion in the same period in 2021 . Net financial intlows remained vibrant

at USD 6,635.1 mitlion in November 2022 compared to USD 6'696 3 million in

November 2021 . 't'he nct tinancial inflows were mainly in the form of other

investments. llnancial derivatives and direct investments. Portfolio investments

registercd a nct outflow during the period.

Foreign Exc hange Reserves

136. The banking system's foreign exchange holdings remained strong at USD

11,407 .7 nrillion in November 2022 from USD 13,503'0 million in November

ZOit.'t'tre official lbreign exchange reserves held by the Central Bank stood at

IJSD 7,548.8 million cornpared to USD 9,306.3 million over the same period

(Figure 2.10). Commercial banks holdings decreased to USD 3,859'2 rnillion in

Novenrbcr 2022 |iom I.,SD 4,196.8 million in November 2021'

'137. 'l he official reseryes hetd by the Central Bank in November 2022 represented

4.2 months of imporl covcr as compared to the 5.6 months of import cover in

November 2021 . li. rherefore, tulfilled the requirement to maintain it at a minimum

ol'4.0 monlhs of imports covcr to provide adequate buffer against short term shocks

in the foreign exchangc markct.

l'i re 2.10: Oflicial l,'orci licscrvcs SD l\l illion

Source of Data: Ccntral Bank of Kenyo
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141 . OveralI expenditures rvere above programme target underpinned by increased

expenditure commitmenls on account of shortfalls recorded in revenue

p"ifo..-." and inadequate liquidity in the Govemment securities nlarket'

ilo*"r"r. ministerial development expenditure targets were not futly met partly

due to low absorption of tbreign and domestic financed projects. Disbursement to

tlre counties was also short of the target fbr the period to December 2022 (T able

2.4a).

'l'ablc 2.,1a: Fiscal Perfirrmancc as at 3l st l)eccmher 2022(Ksh billion)

Source of Data: National Treasury

Revenue Performance

142. Revenue collection to December 2022 gtew by 11.1 percent compared to a

growth of 27 .3 percenl in Dccen.rber 2021 . This decline in rate of growth is

attributed to the fact that the previous FY's growth was anchored on a lower basc

- a contraction recorded in thc F-Y 2\l9l20 reflecting the effects of COVID-19
pandemic. As at end December 2022, the cumulative total revenue inclusive of
Mini.te.iul Appropriation in Aid (A-i-A) was Ksh 1.147.0 billion against a target

of Ksh 1,158.2 billion. This perforrneurce was Ksh I 1 .2 billion below the set target.

143. As at December 2022, ordinary revenue recorded a growth of 9.1 percenl

compared to a growth of 24.2 percent in December 2021. This gromh was also

recorded in all broad categories olordinary rcvenue. Specifically, Incomc tax grew
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by I 1.2 percent. Value Added Tax (VAT) by 5.9 percent, Excise taxes by 5.4
percent, and Import duty by 18.2 percent. In nominal terms, ordinary revenue

collection to December 2022 was Ksh 985.0 billion against a target of Ksh 1,028. I

billion. This performance r.vas Ksh 43.2 billion below the target.

144. Ministerial A-i-A inclusive of the Railway Development Levy was Ksh 162.l
billion against a target olKsh 130.1 billion recording a surplus of Ksh 32.0 billion
and recorded a growth of 25.0 percent growth lbr the period ending December
2022.

Expenditure Performance

145. Total expenditure and net lending fbr the period ending December 2022 was

Ksh 1,468.8 billion. which was above the projected amount of Ksh 1,448.9 billion
by Ksh 19.9 billion. Recurrent spending an'Iounted to Ksh I ,12 I .4 billion;
development expenditure was Ksh 206.3 billion rvhile transfer to Colmtv
Govemments was Ksh 1r11.1 billion.

146. Recurrent spending was above the projected target by Ksh 106.8 billion
mainly on account ofabove target expenditure on operations and maintenance and

contribution to civil servants' superannuation scheme. Development expenditure

was below target by Ksh 28.4 billion on account ofbelow target disbursements to

both dornestic and fbreign financed programmes by Ksli 11.4 billion and Ksh 15.2

billion respectively.

147. Fiscal operations ofthe Govemment by end ofDecember 2022 resulted in an

overall deficit including grants ol Ksh 21 9.3 bitlion against a projected deficit of
Ksh 285.1 billion. This deficit was financed through net domestic bonowing of
Ksh 124.1 billion and net fbreign linancing of Ksh 95.2 billion.

2.4 Fiscal Policy

148. The fiscal policy stance over the medium term aims at supporting the Bottom
- Up Econornic Transformation Agenda of the Govcmment through a growth
Iliendly fiscal consolidation plan designed to slow- dorvn the annual growth in
public debt and implement an elfective liability management stralegy, without
compromising service delivery to citizens. This is expected to boost the country's
debt sustainability position and ensure that Kenya's development agenda honours
the principle of inter-generational equity.

149. The fiscal policy also indicates a deliberate convelgence path towards the

fiscal targets under the llast Africal Comrnunity Monelary Union Protocol that sets

a ceiling of tiscal deficit including grants of 3.0 percent of GDP and deficit
excluding grants of 6.0 percent of GDP.

1 50. The fiscal policy will target to grow tax revenues above l T.8 percent of GDP
in the FY 2023124 and above 18.0 percent of GDP over the medium term (Table
2..1b). As part of the economic tumaround plan, the Govemment will scale up

revenue collection effofis by the Kenya Revenue Authority (KRA) to Ksh 3.0

trillion in the FY 2023124 and Ksh 4.0 trillion over the medium term. In order to

achieve this, the Govemment will undertake a cornbination of both tax

administrative and tax policy relorms.

:':!ilt.

i:
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l5l.orrthetaxadministrationside.KRAwillimplementanrongothers,the
following measures:

i. Reduction of Value Added Tar (VAT) gap from 38'9 percent to 19'8

percent of the potential by fully rolling out electronic Tax Invoice

Management SYstem (eTIMS);

ii. Reduction of Corporate Income Tax (CIT) gap ftom 32'2 percent to 30'0

percent of the potential as envisaged in the KRA Corporate Plan;

iii. hltegration of KR 4. tax system with the Telecommunicatiot.t companies

(Telcos);

iv.Taxbaseexpansionintheinformalsector.Thepotentialtaxablebaseofthe
inlbrmal sector is Ksh 2.800 billion as per the MSME survey;

v. Implenrentation of Rental Income Tax Measures by mapping rcntal

p.ope.ties; This will be achieved through enhanced field data analysis

mopping up, integration ol itar with National Lands Infotmation

Management Systen.r and use of a mobile App;

vi. Roll out of measures at the customs ar]d Border Control leveraging on

technology and enhanced dala analytios to enhance revenue per unit" and

vii. Upscaling the technical capacity of KRA tluough skills, technology and

additional staffing.

152. Going forward. KRA will address some of the challenges han.rpering

enhanced tax compliance as follows:

i. Missing trader phenomenorVnon/under declaration of sales and use of
fictitiois input claims through: the full roll out of .TIMS; restriction to

eTlMScornpliantinvoicesforincometaxdeductionsanddeploynrentol
big data analytics to drive compliance interventions:

ii. tJnavailability of critical 3rd Party Data: Lack ol inlbrmation from other

GovernmentEntitiestosupportmobilizationoftaxrevenuesthrough:
leveragingonAutomationofsysterrsforallkeyGovernnrententities;
integritioir of KRA tax systems with critical Govemment systems to allow

,"urn["r, exchange of information for a 360-degree view of the taxpayers'

economic transactions and enhancement of KRA capacity on big data

analytics to drive compliance interventions;

iii.MonitorirrgofExcisablegoodsfactoriestoensulepropernronitoringof
produclion; under-declaration of excisable goods to evade taxes through:

placement of resident officers to monitor production; providing strict time

iines for factories to meet requirements; establishment of a Production

MonitorirrgConrmandCentretomonitorproductioninrealtime;enforce
all factories to meet all factory requirements by use of metering and

monitoring tools:

iv. Close monitoring of payments from Govemrnent to ensure correct taxes are

declared and Paid;

v. The prevalence of counterfeit excisable products and stamps in the market

will be addressed through: formation of a multi-Agency Team to

i{ilffi*tf f
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investigate source of counterfeits and take necessary action; Data and
intelligence driven t'ield operations to take down counterfeiters; robust and

effective market surveillance; regular reviews and upgrades of the security
features of stamps and rolling out new excise stamps should it be deerned

necessary; and

vi. Concealment and declaration ofimports and smuggling olexcisable goods

within the EAC region caused by the differential cxcise rates in the EAC
region will be addressed ll.rrough: increase synergy with the Customs

Department on utilisation of scanners to identifo excisable goods and

ensure accurate declarations and harmonization of cxcise rates across the

EAC region.

I 53. On thc tax policy, the Govemment will implement various tax policy
measures to further boost revenue collection. In addition, to further strengthen

revenue mobilization efforts, the Government will finalise the development of the

National Ta-x Policy and the Medium-Term Revenue Strategy (MTRS) for the

period FY 2023124 - 2026/27.

154. The National Ta-x Policy Framework will enhance administrative efficiency
of the ta-r system, provide consistency and certainty in ta-x legislations and

management of tax expenditure. On the other side, the Medium-Term Revenue

Strategy will provide a comprehensive approach of undertaking effective tali

system reforms for boosting ta\ revenues and improving the tax system over the

medium term. The specific objectives for the MTRS are to:

i. raise ordinary revenue to CDP from 15.1 percent in the FY 2021/221o 25

perccnt by FY 2030/3 I :

ii. increase tax compliance rate from 70 percent in the FY 2021122 to 90

percent by FY 2010/3 I l

iii. align the tax policy objectives with other Govemment objectives such as

ease oldoing business, trade policies among others; and

iv. enhance collaboration betweelr the Ministries, Departments and Agencies
(MDAs), Corurty Govemments, private sector, civil society and the general

public fbr enhancement of the domestic revenue mobilization.

155. On the spending side, total expenditures are projeoted to decline from 23.7

percent as a share of GDP in the FY 2021/22 to 22.3 percent as a share oIGDP in
the FY 2026127. The Government will sustain efforts to improve efficiency in
public spending and ensure value for money by: eliminating non priority
expenditures; retiring expensive and unsustainable consumption subsidies;

reducing tax exemptions; scaling up the use of Public Private Partnerships

financing for commercially viable projects; and rolling out an end-to-end e-

procuement system. In order to ease the burden of pension payments in future, the

Govemment will continue with inrplementation of the Super Annuation Scheme

for all civit servants below the age of45 years that was rolled out in January 2021.

156. The Govemment will also strengthen public investment management by

implementing the Public Investment Management (PIM) Regulations, 2022. This
will enhance efficiency in identification and implementation of priority social and
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economic investment projects. This will fu(her curtail runaway project costs,

eliminate duplications and improve working synergy among implementation actors

for tirnely delivery of development projects. To realize these benefits, the

Govemment will roll-out and sensitize both the National Govemment and County
Governmcnts on the Regulations; develop and roll-out the Public lnvestment
Management Information System (PIMIS) rvhich automates the PIM prooess as

outlined in the Regulationsl and institutionalize a joint PIM-PPP planning
framework to ensure that only projects with the highest social - economic retums
are undertaken.

157. The above reforms on the revenue and expenditure side, will result in
reduction in the fiscal deficit including grants lrom Ksh 833.9 billion (5.7 pcrcent

of GDP) in the FY 2022123 to Ksh 720.I bitlion (.1.4 percent of GDP) in the IrY
2023124 (Table 2.4 b). 'Ihis reduction will result in reduction in thc grorvth of
public debt thereby boosting the country's debt sustainability position.

Tablc 2.lh: F'iscal Framovork (Ksh billion)
F ( 2020t21 F\ 2021t22 FY 2022123 F\ 2023t24 F',t 2024t25 F\ 2025126 Fy 2026121
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2.5 Fl,cononric Outlook

158. The economy is expected to grou,by 5.5 pcrcent in 2022 and recover in 2023

to 6.1 percent and maintain that momentum over thc medium-term (in terms of
tiscal years the economic growth is projected at 5.8 percent in the FY 2022/23 md
6.1 percent in the FY 2023/24). This groMh will be supported by a broad-based
private sector growth, including recoveries in agriculture while the public sector

consolidates. From an expenditure perspective, privatc consuntption is expected to
support aggregate demand, supported by lhe ongoing labour markel recovery,
improved consumer confidence, and resilient remittances (Table 2.5 and Annex
Table 1).

159. 'Ihe groMh outlook will be reinforced by the Govemment's development
agenda geared towards economic tumaround and inclusive growth. Special focus

will be placed on; increased employment, more equitable distribution of income.
social security while also expanding the tax revenue base. and increased foreign
exchange eamings. The economic tumaround programme will seek to increase

invsstments in at least five sectors envisaged to have the biggest impact on the

economy as well as on household welfare. These include: Agricultue; Micro,
Small and Medium Enterprise (MSME); Ilousing and Seulement: Healthcare: and

Digital Superhighway and Creative Industry.

160. In furtherance of the agenda on inclusive growh and innovation in Micro,
Small, and Medium Enterprises (MSMEs). the Govemment has launched the

Flusllers Fund, as an intervention to correct market failure problems at the bottom
of the pyramid. This program aims to lift those at the bottom of the pyramid
tlrrough structured products in personnel finance that includes savings, credit,

insurance and investment. To address the adverse impact olthe ongoing drought,
the Government in partnership with the Development Partners and the private
sector under the auspices ofthe National Steering Commiltee on Drought Response

has provided response to affected persons, regions and communities. The

Committee will work with both the National and County Govemments in
strengthening the national capacity for resilient recovery to protect development
gains lrom recurrent drought.
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'fablc 2.5: Macroeconomic Framevt'ork

Solt'Le of Ddlo: I'he Nolionol Treasut'\'

2.6 Risks to the Economic Outlook

l6l. fhcre are down side risks to this macroeconomic outlook emanating from

dornestic as well as extemal sources. on the donrestic front, risks emanate flom

climate change resulting in unlavourable wealher conditions. This could afl'ect

agricultural production and result to domestic inflationary pressures'

162. On thc extemal tiont. unccrtainties in the global economic outlook have also

increased rvhich could impact on the domestic economy. Ihese risks include: the

possible worsening of the Russia - Ukraine conl'lict which could heighten the risk

ofoil and oommodity price volatility and clevatcd inllationzry pressures; lingering

ctfucts ol COVID-I9 (coronavirus) pandemicsl and global monetary policy

tightening, especially in the united States, could increase volatility in the financial

mzukets.

163. 'Ihe upside risk to the domestic economy relate to faster than projected

rebound in economic activities thal would result in higher Govemment revenues

providing fiscal space that would support fiscal consolidation The Kenyan
'Gor"*,r"nt 

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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.' ;;;r"iil ,nu MEDT,MIII. I]UIX;ET FOIT
TERM

3.1 Fiscal Policy

164. The fiscal framework for the FY2023124 and the medium{enn budget is
based on the Covemment's policy priorities and macroeconomic policy framework
set out in Chapter I and Chapter II. To support the Bottom - Up Economic
Transformation Agenda, the Govemment will continue with the f'iscal

consolidation plan by containing expenditures and enhancing mobilization of
revenues in order to slow down growth in public debt without compromising
service delivery. 'l'his is expected to boost the country's debt sustainability position

and ensure that Kenya's development agenda honours the principle of inter-
generation equity.

Revenue Projections

165. In the FY 2023124, revenue collection including Appropriation-in-Aid
(A.i.A) is projected 1o increase to Ksh 2,894.9 billion (17.8 percent of GDP) up

lrom the projecled Ksh 2,528.8 billion (17.4 percent ofGDP) in the FY 2022123.

Revenue perfomrarce will be underpinned by the on-going reforms in tar policy
and revenue administration measures geared towards expanding the tax base.

Ordinary revenues will amount to Ksh 2,571.2 billion (15.8 percent of GDP) in FY
2023124 lrom the estimated Ksh 2,192.0 billion (15.1 percent of GDP) in FY
2022/23.

Expenditure Projections

166. Govemment expenditure as a share of GDP for FY 2023124 is projected to
decline to 22.5 percent, the overall nominal expenditure and net lending is

projected at Ksh 3,663.1 billion from the projected Ksh 3,394.1 billion (23.4

percent ofGDP) inthe FY 2022123 budget. The expenditures comprise ofrecunent
ofKsh 2,459.3 billion (15.1 percent ofGDP) and development ofKsh 769.3 billion
(4.7 percent of GDP).

Deficit Financing

167. Reflecting the projected expenditures and revenues, the fiscal deflcit
(including grants), is projected at Ksh 720.1 billion (4.4 percent ofGDP) in FY
2023124 against tho estimated overall fiscal balance of Ksh 833.9 billion (5.7
percent oIGDP) inFY 2022123.

168. lhe fiscal delicit inFY 2023/24,wi11 be linanced by net extemal financing of
Ksh I 98.6 billion ( I .2 percent of GDP), and net domestic borrowing of Ksh 52 I .5

biltion (3.2 percent of GDP).

3.2 FY 2023124 and Medium-Term Budget Priorities

169. The FY 2023/24 and the Medium Term Budget framework builds up on the

Govemment's efforts to stimulate and sustain economic activity, mitigate the

adverse impact of COVID- l 9 pandemic on the economy and re-position the
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economy on a susrainablc and inclusive growth trajectory.'l'his will be achieved

through implementation of a set of programmes under the Botlom Up tsconomic
'l'ranJbnnation Agenda to support economic recovery. The Govemment through

the f.inancial Inclusion Fund witt inspire growlh and innovation in thc Micro.

Smatl and Mcdium Bnterprises (MSME) sector and boost economic growth and

entrance the saving culture among Kenyans. These priority programmes aim at

bringing down the cost of livingl eradicating hungeri creatingjobs: and provide the

greaier inajority of our citizens rvith much needed social security whilc cxpanding

the ta\ revenue base and improving foreign exchange balance.

170. Additionally. public spending will be directed torvards the most crilical needs

of 1l.rc country with the aim of achieving quality outputs and outcomes rvith

optirnum utiliiation of resources. Further, the MDAs will be encouraged to adopt

"ifi.i.n.y 
in allocatior.r of resources tluough cost budgeting and reviewing thc

portlolio of extemally funded proj ects to restructure and re-align with the
-Govemment 

priorily programnres and reduce non-priority spending'

3.3 Budgetary Allocations for the FY 2023124 and the Medium-
Term

171. The total budget for FY 2023124 is projected at Ksh 3,628'8 billion' 'fhe

allocations to the three anns of Govemment including sharable revenucs to the

County Govcmments is summarized in Table 3.1.

Table 3.1: Summary Budget Allocations for the FY 2023121 - 2025/26 (Ksh

Ilillion)

Source of Dalu: National Treasury
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Criteria for Resource Allocation

172. The budgeting process for the priority programmes will be done through a
value chain approach under f'ive clusters: i) Finance and Production Economy; ii)
Infrastructure; iii) Land and Natural Resource; iv) Social Sectors; and v)
Govemance and Public Administration. This process ensures there is no break in
the cycle in the resource allocations lbr 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.

173. Additionally, the following criteria guided the allocation ofresources within
the three arms of Govemment and among MDAs for FY 2023124 and over the
medium term:

l]t

lv.

vi.

v1l.

Linkage of Programmes with the priorities that address Bottom-Up
Economic Transformatior.r Agenda;
Linkage of the programme with the priorities of Medium-Tenn Plan IV of
the Vision 2030;

Degree to which a progranxne addresses job creation and poverty
reduction;

Degree to which a programme addresses the core mandate of the MDAs,
Cost effectiveness and sustainability ofthe programme;

Extent to whicli the Programme seeks to address viable stalled projects and
verified pending bills; and

Requirements for furtherance and implementation of the Constitution.

174. The baseline estimates reflect the current ministerial spending levels in sector
programmes. In the recurrent expenditure category, non-discretionary expenditures
take hrst charge. These include payment of public debts and interest therein,
salaries for Constitutional oft-rce holders and pensions.

175. Development expenditures l.rave been allocated on the basis of the flagship
projects in Vision 2030, the Bottom - Up Economic Transfomation Agenda and
the MTP IV priorities. The lbllowing criteria was used in apportioning capital
budget:

a. On-going proiecls: emphasis was given to cornpletion of on-going capital
projects and in particular infrastlucture projects with high impact on
poverty reduction, equity and employment creation;

b. Counterpart funds: priority was also given to adequate allocations for
donor corurterpart funds which is the portion that the Govenrment must
finance in support of the 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 intervenliofls: further priority was given to policy
interventions covering the entire nation, regional integration, social equity
and environinental conservation.
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3.4 Details of Sector Priorities

176. Table 3.2 provides the projected baseline ceilings fbr the FY2023/24 and the

medium-1en.n. classified by sector. The BPS Sector ceilings u,ere enhanced on

account of additional programrnes, completion of ongoing projects and additional

expenditures tied to A-i-A revenue collectiot.l.

Table3.2:SummaryofBudgetAllocationsfortheFY2023l24_2025126(Ksh
Million

Source of Duta: National TreusurY
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Agriculture Rural and Urban Development (ARUD)

177. The Agriculture, Rural and Urban Development (ARUD) Sector comprises
five sub-sectors namely: State Department for Lands and Physical Planning
(SDLI'}P); Slate Department for Livestock Development (SDLD); State
Deparlment for Blue Economy and Fisheries (SDBEF): State Department fbr Crop
Development (SDCD); and National Land Commission (NLC). l'he Sector is a
significant plal,cr in the delivery ofvarious national development agenda namely;
the Kenya Vision 2030. 'fhe Kenya Kwanza Plan - Bottom-tJp Economic
Transformation Agenda (2022-2027), the Sustainable Development Goals (SDGs)
and Agricultural Sector Transformalion and Gro*th Strategy (ASTGS) among
other national and intemational policies and obligations. The Sector also plays a
major role in socio-economic development of the country with agriculture
contributing I 9.4 percent to the CDP in 2019, 2l .0 percent in 2020 ard 22.4
percent in 2021 .

I 78. During MTEF period under review 2019120-2021/22, the Sector implemented
ten ( 1 0) programmes and made significant achievement which some are:

registralion and issuancc of L3 million title deeds; development of National Land
Value Index in 22 counties; digitizalion ofland records in 2 land offices: settlement
of 24,089 landless households; insured 90,060 Tropical Livestock Units arutually
and Ksh. 1.2 bitlion paid out as compensation to I 8,012 pastoralists; provided crop
insurance for 1,299.363 farmers in 38 counties; distributed 175.545 MT of
agricultural inputs to 843,820 beneficiaries; trained 2,118 youth irr agribusiness
skills; incubated 226 SMEs on 28 technologies to increase the levcl ofagricultural
mechanization and agro-processing along the value chains; constructed Sori and

Lrvanda K'Otieno fishing landing sites to reduce post-han'est losses, restocked
water bodies with 2.720,000 fingerlings to increase fish production established 36
Aquaponics Systems to entrench fish farming and technology transfer among the
youth in leaming institutions; established 252 smallholder aquaculture groups and

supported 4,734 select smallholder famrers with materials for pond construction.

179. During the MTEF period 2023/24-2025/26, the Sector has planned to
implement ten (10) programmes in order to facilitate attainment of fbod and

nutrition security, agro processing, employment creation and ulilization ofthe blue
economy.

180. 'fhe Sector has a total allocation of Ksh. 75.6 billion, Ksh. 85.6 billion and

Ksh. 91.6 billion for FY 2023/24,FY 2024/25 andFY 2025126 respectively. This
comprises olKsh. 32.2 billion, Ksh- 34.5 billion and Ksh. 36.5 billion for rccurrent
expenditure and Ksh. 43.4 billion, Ksh. 51.1 billion and Ksh.55.0 billion fbr
development expenditure for the same period.

Energy, Infrastructure & ICT Sector

l8l . 'l'he linergy, lnf'rastructure and ICT sector is comprised of nine sub-sectors
namely: Road; 'Iransport; Shipping and Maritime; Housing and Urban
Development; Public Works; Information Communication Technology and Digital
Economy; Broadcasting and Telecommunications; Energy and Petroleum. The
Sector plays an important role as an enabler of socio- economic development of
the country. The seclor is also instrumental in the realization of international
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obligations such as Sustainable Development Goals (SDGs) and Aliica Agenda

2063.

182. During thc MTIIF' period 201 9/20 -202't 122 the sector implernented

p.ogrrrn.,"i aimed at: developing and modemizing infrastruclure: developing and

ieri-.wing of policies, legal antl institutional framervorks to increase productivity

an.i grouth; facilitating trade and connectivity; and promoting economic inclusion

in th-e country. Some of the key achievements realized by the Sector include; 5.324

Km of roads were adcied to 1he existing road netrvork; 59 new bridges wcre

constructed; 333 Km ofexisting roads were rehabilitated; and 120,144 Km ofroads

were maintained; Construction of Phase 2A of the Standard Gauge Railway (SGR)

linc from Nairobi ro Naivasha (120km); Naivasha Inland container Depot (lCD)

and enabling infiastructure; Memorandum of lJnderstanding (MoU) with the

Meditcnanean Shipping Line was signed resulted in employment of 934 Seaf'arersl

4.289 Seafarcrs trainedl and signed eight (8) MOUs; The National I'lousing

Development Fund (NHDF) and Kenya Mortgage Rellnance Company (KMRC)

*.." .itublirh"d and operationalized; Kericho Ardhi House and Mathare Nyayo

Hospital were completed: designed, documented and superuised to completion 276

.,"*' Gnr"-*"nr tuilding projectsi 660 Govemrnent buildings were c.nnected

undcr the I-ast Mile County Connectivity Project (LMCCP); Office of the Data

Protection Commissioner was established; 8,900 KM fiber network was laid;

lncreased digital terrestrial television coverage from 86 percent in 2019/20 FY to

96 percent in Z02l l22FY through the Digital Terrestrial 'l'elevisi.n Broadcast

Infra^structurel 365MW porver generation capacity rvas installed; fourteen (14)

geothermal wells and two (2) coat exploration wells were drillcd: 415,032 barrels

ii ..ude oil was produced and trucked to Kenya Petroleum Retincries Limited
(KPRI_) for storage and 240,000 barrels of crude oil were exported under Early oil
iitor Scheme (EOpS)i Geoscientific (geological and geophysical) data acquisition

in Blocks LlgA and Ll6 was undertaken; Environmental and Social lmpact

Assessment (llSIA) an<l Front-End Engineering and Design (FEED) for Lokichar

1n6p (irude Oil Pipcline were undertaken,

183. In thc medium term period 2023124-2025126, the Sector will implement 26

programmes that are able to stimulate inclusive growth in line with the Govcmment

i"r-"lop,n.nt agenda oithe Kenya's Vision 2030, Fourth Mcdium Term Plan and

bottom up Agenda.

184. 'l'o achieve thc implen.rentation of these programmes over the MTEIr period

2023124 - 2025126, the Sector has been allocated a total ol KSh.422.0 billion,

KSh.422.0 billion and KSh.434.9 billion for IlY 2023124, FY 2023125 and FY

2025126 respectively. 'fhis comprises of Ksh. 113.0 billion, Ksh. I 18.8 billion and

Ksh. 124.1 billion for recurrent expenditure ar.rd Ksh. 308'9 billion, Ksh' 303'2

biltion and Ksh.3l0.8 billion for development expenditure for the same period.

General Economics and Commercial Affairs Sector

185. The General Economic and commercial Alfairs (CECA) sector comprises

eight sub-sectors namely; Cooperatives; Trade; Micro, Small and Medium

Er[terprises (MSMEs) Development; Industry; Investment Promotion; Tourism;

East African community and The ASALs & Regional Development. The Sector is

a significant player in the delivery of the Govemment's Development Agenda in
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tenns ol Micro Small and Mediurn Enterprises, manufacturing. and Agriculture.'fhe sector also contribules to: employment and wealth creation: promotion of
industrial investments, trade and tourism; cooperative developmeni and savings
mobilization, unlocking the potential of ASAIs for accelerared national
development, basin-based development and regional integration.

186. During the period under review, the following key sectoral outcomes were
achieved: Value of whole sale and retail trade increased by 7.g percent from
Ksh.727 .6 billion in 2020 to Ksh.784.7 billion in 2021 contributing !o 7.9 percent
ofGDP; the value of Kenya's exports increased by 42.9 percent fiom Kshs.5l7
billion in 2019 to Kshs.738.6 billion in 2021: the value ofexports to EAC increased
by 38.1% from Kshs.l39 billion in 2019 to Kshs.l g4.4Billion in 2021 ; the number
ofjobs created in the sector rose by 6 percent from 620,000 in 2019 to 65g, 700 in
2022; and the number of intemational lourists rose by 50.3 percent from 5g0,000
in 2020 to 871,000 :u:,202l recording revenue of Kshs.l46.5 billion which rvas 59.g
percent gro\lth from 2020

187. Specifically, the sector achieved the following outpurs; calibrared 441 legal
metrology standards and verified 34 instruments at strategic national installations;
58 Constituency Industrial Developments Centres (CIDCs) were refurbished and
70,368 jobs were created tkough various initiatives implemented by the Kenya
Youth Employment and Opporrunitics Programme (KyEOp).

188. Additionally, 5.055 Micro Small and Medium Enrerprises (MSMEs) were
trained on entrepreneurship and business managementi the level of
operationalization of Kenya Cornmodities Exchange (KOMEX) reached 92%o;
resolved 50 NTBs between Kenya and trading partners; resolved g53 counterleit
cases, value of Exports liom the EPZs reached Ksh.253 billion. the amount of
investments both local and foreign attracted reached a level of Ksh.270 billion.
Amount of industrial credit advanced to SMEs through KIE stood at Ksh. 3,233.7
Million.

1 89. On Cotton revitalization programme, I 34,000 acreage ol land was put under
cotton production; 2,415 standards were developed and 56,013 products were
certified under SMEs/large firms;2,332 patents, utility models and industrial
designs and 14,358 trademarks were registered; KITI trained 9.704 students rvere
trained on industrial and entrepreneurial skills; 84 conformity Assessment Bodies
(CABs) Accredited; Equipped three (3) industrial research laboralories at KIRDI
Kisumu;

I 90. Under Tourism. the number of International Conferences and dclegates grew
by 40 percent from 218 in 2019 to 292 in 2O2l respectively; conducted 17,712
routine Quality assurance audits in Enterprises; Ksh.2,508.5 million granted to
Tourism prograrmtes and projects.

191. Under East African Union,23 NTBS resolved bilaterally between Kenya and
Tanzania: resolved; I Monetary union institution established; 4,870 standards were
harmonized; Namanga and Busia Regional Integration centres were
operationalized; 3 public hearings conducted on EAC Bills; A total of 9 bilateral
frameworks for co-operation rvith EAC partner states were negotiaterJ and adopted;

{08 
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operationalized the EACI Single Tourist visa to promote EAC as a single tourist

dcstination.

192. In Trade.45 business rcforms were done to ensure on case ofdoing business

in Kenya has improvedl various Technical assistance and capacity building to

Civil Servants of Covernment of South Sudan were done.

lg3. The Sector also coordinated the conrpletion and operationalizalion of the 3

Berlhs ol the Port of I-amu; conslructed Nyakoe Market to promote trade;

constructed 7 value addition f'actories which are at various levels of completion;

processed 14,420 litcrs of mango pulp and 40,000 liters of mango juice and

i39.933 .qr-" fcet of llnishcd leather respectively. l. addition. l5 inigation
projects w-ere implementcd rhrough which 1,177 hectares were put under inigation

proiucing; l0 boreholcs werc drilled and equipped with solar-powcred systems

and 8 water harvesting and storage structures with an approximatc capaciry of
356,0000 cubic meters of water rvere completed.

194. The Sector's Key objectives lbr the MTEF Pe riod 2023124 -2025/26 include:

Deployment of a crediblc macroeconomic lramework and growth strategy to

strengihen extemal creditworthiness, enabling Govemment to borrow cheaply

exterially and end crowding out ofprivate sector from the domestic cledit market;

boosting agricultural productivity, enhance market access and value addition;

improvJ thi business environment, access to affordable finance and markets for

USUfs; aggregate f'armers and MSMEs. through cooperatives and SACCOS to

enhance loial and intemational markets access and affordable financei increase

contribution of manut'acturing sector to GDP; to attract, tacilitate and enable

private investment capital formation as part of off-balance Govemment financing

lg5. Under Cooperatives. the specific interventions for implcmenting the above

objectives will involve modemize New Kenya Co-operatives Creameries (NKCC):

participation of co-operatives and SACCOs in F'inancial Inclusion Fund as

intermediaries; implement thc coffee farm input subsidy-NKPCU; enhance

production capacity of powder rnilk-NKCC, disburse affordable and accessible

tredit to farmers through Colfee Cherry advance revolving fund (CCARF)-

NKPCU and operationalize the co-operative management information system

(cMIS).

1g6. The Sector will also operationalize warehouse Receipt System council-

WRSC; upgrade and modcmize warehouse-KNTC; operationalize Kenya Trade

Remedies Agency; operationalization of KoMEX; promote Irinancial Inclusion by

easing access to the Financial Inclusion Fund (Hustler's Fund)'

197. For Medium, Small and Micro Enterprises (MSMEs) the sector has

prioritized value addition, Innovation & Incubation tbr MSME; create employment

Lpportunities through construction and equipping of CIDCs and KYFIOP-MSEA;

"nirun"" 
market access lbr MSMIIs through exposure to local and EAC markets;

advance Industrial credit and provide business advisory services to SMEs-KIE;

provide Credit lacilities to Women, Youth and PWDs-UWEZO Fund; capacity

tuilding for MSMES including access to modem management practices'

198. To spur industrial growth and increase the share of manut'acturing to GDP,

the Sectoi will modemize zuVATEX machinery and factory; enhance production
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KNH has establisherJ a tliagnostic and reporting centre which incorporates a

medical teleconferencing lacility and artificial inteIligence tele-radiology cenlre

which enables relay of radiological images lrom rel'erring hospitals. In turn, the

images are read, inierpreted and reported back timely lor clinical decision mzrking.
.fhe"KNH completed an Immunogenic Laboratory (rll,A Lab) which is a state-of'-

the-art laboratory fbr histocompatibility and genetic tesling tbr solid organ and

bone marrow transplantation. The lab is thc first of its kind in East Africa and will
greatly support oigan and tissue transplants by testing donor and recipicnt

matching locally.

204. MTRFI invested in a Pressure Srving Adsorption Plant (l'SA)ioxygen

generatingPlant(oGP).Italsooperationalizedtheprovisiorrolradiotherapy
I"*i"". ifi.r the successful installation of Lincar Accelerator (LINAC) and

Brachytherapy machines which have seen over 15,000 Extemal Bear]1

Radioiherapy Sessions and over 170 Brachythcrapy Sessions done' 1'o support

telemedicine tclepathology and operational elficiencies in the provisiorr of
healthcare. MTRI i established and equipped a state-ofthe-art Data Centre with an

advanced firewall for Big Data security, intelligent switches, high-capacity backup

infrastructure as rvell as a high availability setup of servers. It also carried out 30

Kidney transplants, done 43.i22 Dialysis Sessions and 22 Comeal transplants'

205. KUTRRH launched the Integrated Molecular Imaging Centre (IMIC) and

IMIC Flospitality centre in 2021, since its operationalization in January 2022 it has

pe.for-"d l,l6i successful scans as at 30th June 2022, done 24,181 Sessions of
itadiotherapy and Chernotherapy and conducted 13 open heart surgeries. It also

installed a trachythcrapy machine for treatmcnt of cancer palients and installed a

20,000-liter liquid oxygen tank. The hospital installed a state-ot'-the-art

cardiovascular diagnosis and treatment facility.

206.KEMRIdevelopedgpolicybriefsonSARS.CoV.2genonrevariantsandon
prevalence of COVfD-I9.- It also developed tirst locally manulactured Malaria

iapid diagnostic tests (RDT) & COVID l9 PCR test kits. Single-dose HPV vaccine

reiearch findings were presented in Toronto, Canada and the same was adopted tbr

roll out by WHb. A toial of 3 rnillion Kcnyaurs benefited with a 20% increase in

outpatieni atten6ance and access to health products on average increased liorn 43%o

to iOoA. A total of 1,022.078 households are currently on social health insurance

nested in NHIF paid by the GoverrxneDl to a tune of six billion Kenyan shillings.

207. Fuaher the has established a cancer center at Kisii level 5 hospital and the

establishment of regional cancer centers in Nakuru, Mombasa and Garissa. 'l'he

Managed Equipmenl system project has been under implementation for thc last 7

yearsJt has-rein selected hospitals offer a fully integrated and sustainable access

io, Theater Services, Central sierile services, Dialysis, ICU and Radiology services.

20g. In line with the changing health care innovation the Ministry has continued

to invesr in lll,Ts. In the Fi 2OZl-2022 KEMSA managed 1o procure health

products and tcchnologies (HPTs) worth KSh 29 097. Billion out ol which

kSh.Z.S+O Billion being Sales items and KSh.2l.15l Billion being program items.

209. ln the medium-temt period, the Sector will prioritize investments towards

achieving (Jnivcrsal Health coverage by ensuring National Health Insurance fund
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coverage for all Kenyans; investment in primary healthcare system through
establishment of stakeholder managed primary health care funds as strategic
purchasers at each level 4 facility; Build up supply management system; to manage
healthcare workforce and harmonize working conditions and temts. In addition,
the sector will invest in health products and technologies, integrated information
conmunication and technology systems to enlance telemedicine and health
management infom.ration systems; establishment and operationalization of
emergency medical firnd and establish a fund to bridge the financial gaps in the
wake ol diminishing donor funding in support of key programmes including
HIV/AIDS, TB. Malaria. RH/FP, Vaccines and Nutririon.

210. The key Sector programnle priorities fbr the FY 202312024 - FY 2025126
include: Preventive, Promotive and Reproductive, Matemal, Newbom, Child and
Adolescent Health (RMNCAH) Services; National Referral and Specialized
Services; Health Research and Development; General Administration and Support
Sewices; and Health Policy, Standards and Regulations. The prioritized
programmes and projects aim at achieving improved accessibility, alfordability of
health services, reduction of health inequalities and optimal utilization of health
services across the sector. Additionally, the programmes aim to revitalize and
sustain the aspirations of UHC.

2l l. To implement these programmes, the Sector has been allocated Ksh. 154.0
billion, Ksh. 164.1 billion, and Ksh. 173.8 billion :u;rFY 2023t24.FY 2024t25 and
FY 2025126 respectively. 'fhis comprises of Ksh. 80.4 billion, Ksh. 83.5 billion,
and Ksh.87.7 billion for recurrent expenditures and Ksh. 73.6 billion, Ksh. 80.6
billion, and Ksh. 86.0 billion lor development expenditure lor rhe same period.

Education Sector

212. Education Sector is comprised offour 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 well-equipped citizcnry.

213. During the period undcr revierv, the Sector realized key milestones towards
improvement ofeducation outcomes. In the Basic Education sub-seclor, 9,922,193
students benefited lrom Free Day Secondary Education: 2.257,963 leamers
benefited from the School Feeding Programme and all Students in public
secondary schools provided rvith medical insurance.

214. In the TVET sub-Sector, 1,023 TVET institutions accredited and 6,505
trainers registered, in I;Y 202112022 and an additional2,757 trainers recruited; 183
Curicula developed, 28 cuniculum support material digitized, 102 trair:ers trained
133 leaming guides developed for 1'VET; 129 technical and Vocational colleges
completed, 101 equipped with training equipment, 60 equipped rvith basic ICT
equipment, 123 equippcd with basic fumiture and fittings; 4,541 assessors and
verifiers were capacity built leading to 6.515 candidales from 88 insritutions to be
assessed under CBET.

215. Under Universitics, 374.597 wdergraduates and 347,705 fVET students
were placed over the period; 1,114,650 universities and 'fVET students were
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awarded loans, bursaries. and scholarships, constructed the Wangari Maathai

Institute. In addition. sixteen (16) high impact research projects were identified'

evaluated and processed for national up scaling.

216. The Teachers Service cornmission recruited 15,000 additional teachers at

Sccondary level and 22,300 iDtem teachers. Teachers ofGrade I to 5 were trained

on 
"o.p"t"n"y 

based curriculum (CBC),269,489 teacher's files Digitized and

']'SC operations autonlatcd; 136,703 new teachers were Registered; 47 '942

tcachers trained on school based teacher support system (sB'l'sS) under the SEQIP

Project; and Implemented CBA ior teacher 2017 to 2021'

2',17. The sector has develope<l key outputs and perfonnance indicators to guide

delivery of its mandate as well as the realization ol its vision in the 2023124-

2025/26 MTEF Period.

2lg. Under Basic llducation, the Sector targets to enroll 22,018,508 students in

public primary school and 10,515.171 in Junior Secondary Schools; enrolment of

i+S,SOb SNg leamers in Primary Schools; Construction ol 2'809 classrooms

ail 1,237 laboratories in Junior secondary; 9,890,880 students to benet'it liom the

School Feeding Programc: 9,530,000 learners to benefit from sanitary towels;

I 1,435,589 stuients inrolled in Public Secondary Schools; Construction of 2'835

classrooms and 474 laboratories in Secondary Schools; Enrolnent o1345,500 sNE

lezrmers in Secondary Schools: 50 curriculum designs devcloped for Grade 10 to

12 and 91,500 institutions assessed for quality and standards-

2l g. Under TVET, thc scctor intends to enroll 345,706 trainees in National

Polytechnics; 620,628 trainees to be eruolled in TVCs; I l'535 students to be

.*oll"dirspecialNeeds'fVCs;T,500TVETtrainersaccredited;50CBET
curriculum developed; 7.000 TVE f trainers recruited and 87 workshops equipped

in the existing '['VCs.

220. Under Universilies, the scctor targets to enroll l'936,895 students in

universities; awznd loans to I .329.31 I students in Universities and TVET through

IIELB and support 431 Research projects. l"he 'Ieacl.rers service Commission

plans to .ecrrii'30,000 teachers for Primary and Sccondary Schools and recruit

60.000 intem teachers.

221. To implement these programmes, the Sector has becn allocated Ksh. 597.2

billion,Ksh.6lT.6billion,andKsh.63g.4billion inFY2023124.FY2024/25and

Fy 21i5l26 respectivcly. This comprises of Ksh. 562.9 billion, Ksh. 591 .2 billion,

and Ksh6l7.2 biltion for recurrent expenditure and Ksh 34 3 billion, Ksh 26 4

billion, and Ksh.22.2 billion tbr development expenditures fbr the same period.

Governance, Justice, Law and Order Sector

222. Govemance. Justioe, Law and Order Sector (CJLOS) consisls of fifteen (15)

sub-sectors, nineteen ( I 9) Semi-Autonomous Government Agencies (SAGAs) and

several tribunals, each with specific functions and mandates. l'he Sector is

principally engaged in nraintenance of law and order, expansion and accountability

p.ogru*"., ieiu.ity coordination. provision of secure Govemment documents

proii.ioo ofconectional services to offenders, enhancing the integrity and access

io population registration , immigration services and refugee management'
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installation of surveillance ctuneras in major cities. expansion of police training
colleges, representing and advising the Covemment on legal maflers, and the roll
out ofnational legal aid services to indigent persons, registration and regulation of
political parties, provision ofprosecution services, protection ofwilnesses, fighting
com:ption and economic crimes, promolion and protection of hunan rights and
fundamental freedoms. conduct of elections and delimitation of electoral
boundaries. delivery of justice, promote and lacilitate the independence and
accountability of the Judiciary and transparent administration ofjustice, promotion
of gender equality and freedom liorn discrimination. monitor and investigate
policing operations affecting members of the public among others.

223. During the MTEF review period, 2019120 -2021122, the Sector recorded
achievements in various programmes and activities notably: acquisition and
nrodemization ofassorted security equipment, improved police and prison olficers'
wellare tlrrough provision of additional housing units. enhanced surveillance
system and enhanced corruption prevention measures, police accountability and
establishment of the .ludiciary Fund. The Sector also enhanced recovery of
proceeds of crime and the fight against money laundering where Ksh 1.1 biltion
worth ofassets and cash were forfeited to the state. Contained 53,249 offenders in
humane and safe custody, provided 66,086 social reports to courts, traced and
recovered public funds worth Ksh 20.74 billion, averted loss of public funds Ksh
20.23 biltion. Besides, cascading c-passport system to 4local and 6 foreign mission
slations, registration ol37 million Kenyans into NIMES.405.868 business entities
registered whilst 3.253 cases filed against the Government were concluded,
prosecuted 1,122,721 cases wilh an average conviction rate of 92.4%, investigated
and tlnalized 2366 cases on police misconduct, upgraded integrated political
parties' n'Ianagement system to enable the public check. register and resign as

members of a political party. and spearheaded enactment of amended Political
Parties Act, 201l.The sector also appointed the chiefjustice and 42 judgcs and
additional 823 judicial staff, processed and resolved 4,941 human rights violations
lodged by 5,142 complainants.

224. The Sector priorities during the MTEF period 2023124 2025126 will be
aligned to programmes and projects as outlined in the fourth draft Medium Term
Plan (2022-2027) of the Kenya Vision 2030. In order to implemcnt the prioritized
programmes, the Sector has a total allocation of Ksh. 229.8 billion, Ksh. 242.6
billion and Ksh. 253.0 billion for l:Y 2023124, FY 2024125 and FY 2025126
respectively. This comprises oi Ksh. 219.9 billion. Ksh. 229.3 billion and Ksh.
238.6 billion for recurrent expenditure and Ksh. 9.9 billion, Ksh. l3.l billion and
Ksh. 14.2 billion for development expenditure for the same period.

Public Administration and International Relations Sector Report

225. Public Adminislration and Intemational Relations sector is comprised of
twenty Sub- Sectors. They include: the Executive Office of the President; Office
of the Deputy President; State Department for Cabinet Affairs; State Department
for Devolution; State Department for Performance and Delivery Management;
State Department lor Parliamentary Affairs; State Department for Foreign Affairs;
Slate Department tbr Diaspora AtTairs; The National Treasury; Statc Department
for Economic Planning; State Departnlent for Public Service; Parliamentary

s8l 2023 Budget Policy Statemenr



Service Commission: National Assembly; Parliamentary Joint Sen'ices;

commission on Revenue Allocation; Public Service comtnission; Salaries and

Remuneration commission; office of the Auditor General; ofllce of the controller

of Budget; and Commission on Administrative Justice'

226. During the Medium-'femr period 2019120 - 2021122. a total of 32

p.og.u*"-, were implemcnted within the Sector. Kcy achievements included:

io"il economi" development in I 5 counties; implementation of invcstment Projects

on Health, Trade, Agriculture, Roads and Water sectors in 39 Countiesl hosting of
the 9th Edition of Pan-African conference for local authorities and sub-regional

Govemments (Africities Sumnrit); enhanced access to public services to over 30

million Kenyans rhrough the lluduma Kenya Service Delivery Platlbrmsl First

digital Kenya Population and Housing Census ; Construction and renovation of
ZS,IZtZ institutional l-acilities. awarding ofbursary to 2.154,783 beneficiaries; and

eni,unced public servicc perfomrance tkough implementation of performance

rnanagement sYStem.

227.1n the 2023124-2025126 MTEF period, the Seclor will implement 41

progtammes and with corrcsponding 107 sub-progralnmes. 1'hese programmes are

alig-ned to the Post COVID l9 Ilconomic Recovery Stimulus programme (PC-

ERl); Bottom Up Economic Transformation Agenda; and Fourth Medium Term
plan ofKenya Vision 2030.'l'he identified prograrrmres a,d projects are expected

to facilitatejob creation and poverty reduction during the 2023124 -2025126 MTEF

Period.

22g. To effectively implement the identified priorities. the sector has a total

allocation of fsh. iOg.8 billion. Ksh. 391.2 billion and Ksh. 510.8 billion for FY

2023/24. FY 2024125 and FY 2025/26 respectively.

National Security Sector

229. The Sector is key in t'acilitating a secure and conducive environment for

socio-economic and political development. The Sector entails promoting a

cohesive, egalitarian, technologically et'ficient and progressive society with a good

quality of life. lt is rheretbrc a critical enabler in the realization ofthe "Big Four"

Agenda.

230. The Sector will continue to address contemporary eurd emerging threats to

national securiry- that undemrine peace and development. These include terrorism,

radicalization, iruman and drug trafficking, money laundering, cyber-crime and

other socio-economic and political challenges. T[.re Sector will also work on

modalities to strengthen sccurity and safety ol public schools. tertiary training

institutions and universitics. l'urther, digitization of services within the sector

especially expansion of the National Integrated Command and Control Centre

(lC3) will enhance security in the Country.

231. In order to irnplement 1he prioritized programmes and minimize the above

mentioned threats, ihe Sector has been allocated Ksh 219.2 biltion, Ksh 242.6

bitlionandKsh228.4billioninFy2O22l23,FY2023/24mdFY2024125'
respectively. This conrprises of Ksh. 186.6 billion, Ksh. 193.6 billion, and Ksh.

193.6 billion for recurrent expenditures and Ksh. 32.6 billion, Ksh. 49.1 billion,

and Ksh. 29.8 billion for development expenditure for the same period'
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Social Protection Culture and Recreation Sector Report

232. 'l'he Sector comprises of six Sub-Sectors namely: Youth Aflairs, Sports and
the Arts: Culture and Heritage; Labour and Skills Development; Social Securiry-
and Protection; and Gender and Affirmative Action. The Scctor plays a critical role
to*'ards tlre achievement of the Fourth Medium Term Plan (2023-2027) of the
Kenya Vision 2030 and the Govemment priorities programmes and projects. The
Sector also contributes to the fulfilmen! of various regional and intemational
obligations including the Sustainable Development Goals (SDGs) and Aliica
Union Agenda 2063.

233. The Sector made significant achicvements during the MTEF period 2Ol9l2O
- 2021/22 which include: regimented and trained 86,71 5 yoLrth in paramilitary and
vocational skills; facilitated 126,643 youlh to access loans and grants amounting
to Ksh 2.658 billion fbr business start-ups, expansion and cstablishment ofcottage
industries: developed policy frarnework to enhance promotion olsafe. orderly zrnd

productive Labour migration; developed standards and guidelines for
implementation of the Policy on Recognition of Prior LeaminS (RPL) both in the
formal and informal sectors ofthe economy; provision ofcash transfers to 278,945
Orphans and Vulnerable Children (OVCs), 37,023 Persons With Severe
Disabilities and 766.935 Older Persons; supported 22,300 OVCs with education
scholarships through the Presidential Secondary School Bursar.v Fund; registered
93,080 PWDs in order to access services

234. In the medium term period 2023124-2025126, the Sector will prioritize
implementation of the lbllowing key strategic interventions; engagement of youth
in leadership and governance initiatives; youth empowermenl and employment
promotion; protection ol the rights and welfare of Kenyan migrant workers;
Establishment of the Kenya Migrant Workers Welfare Fund and the National
Skills and Funding Council to promote skills developmcnt: promotion of youth
Access to Goverrunent Procurement Opportunities (AGPO)l youth innovation and
talcnt development; pararnilitary trainingi National Service and Vocational
Training; entrepreneurship skills, operalionalization of community youth
SACCOs; cash transfers to Vulnerable Persons; participalion in a number of
intemational sports competitions such as the World Rally Championship arnong
others; decentralize Sports and Arts Services II ard Clonstituency Sports
Academies; upgrade the Institute of Primate research; install rnobile shelves at
National Archives and establishing an integrated heroes database.

235. 'fo implement these programmes, the Sector has a total allocation of Ksh 69. 1

billion, Ksh 70.3 billion and Ksh 68.8 billion fbr FY 2023124.l.Y 2024125 andFY
2025/26 respectively.

Environment Protection, Water and Natural Resources Sector

236. Environment Prolection, Water and Natural Resources (EPWNR) Sector
consists of six (6) sub-sectors namely: Environment; Forestryl Water Sanitation;
Irrigation; Wildlife and Mining. The Sector has twenty-seven (27) Autonornous
Agencies and Semi-Autonomous Govemment Agencies (SAGAs). In addition, the
sector has the following entities: National Environmental Complaint Committee

Q',IECC); National Environment Tribunal; Hydrologist Registration Board, and
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WildlifeClubsofKenya(WCK).Tl-resectorplaysacriticalroleinKenya,s
economy in securing' steu'arding and sustaining the environment urd nalural

capital of the country.

23T.IntheMTEFperiodunderreview'2o19l2olo202ll22,thesectornrade
significantaclrievementssonreofwhiclrare;finalizationofpoliciesandlegal
fi.imeworks, installation of automated wealher equipment, increased forest and tree

cover, improved access to water services and national sanitation coverage'

increased ar.us ,n.1e. irrigation and reclamation. improved wildlife management

and security. an<l improved mineral revenue collection These achievements were

atlributed io the Govemrnent prioritization of the sector and partnerships rvith

different stakeholders.

238. In the MTEF period 2023124 - 2025126 the Sector has prioritized progriuns

und .ub p.ogrurns intcnded to promote sustainable utilization and managemcnt of

natural resources fbr socio-economic development'

2i9. The total Allocarion lor the Sector is Ksh. 124.6 billion, Ksh. 139.6 billion

and Ksh. 147.7 billion comprising of Ksh. 27.9 billion. Ksh. 31 .2 billion and Ksh.

3l.48billionforrecurrent"*p*dit,'.andKsh'96.6billion,Ksh.l08.4billion
andKsh.116.2billion."p.",.,-,tdevelopnrentexpenditureallocationlbrlhesanre
period resPectivelY.

Programme Performance Information for FY 2023124 ' Fy 2026121 MTEF

Period

240.AnnexTable4aprovidesasummaryofexpenditurcsbyprogran.rnresfortl-re
pi z-ozltz+ 202612i period. Annex Table 4b provides a detailed report with

information on programmes outputs, key performance indicators' and the set

targets lbr the FY 2023124 - 2026121 period'

3.5PublicParticipation/SectorHearingsandlnvolvementof
Stakeholders

241. Public participation and involvement of stakeholders in the mcdium-tem

budget process is a constitutional requirement. In fultllment of this requirement,

whiie pieparing rhe 2023 Budget poliiy Srarement (BPS). the resolutions adopted

by l'arliament on the previous Budget Policy Statements were taken into account'

innex 3 explains how the resolutitns by parliament on the 2021 BPS and 2022

IIPS have been taken into account in the 2023 BPS and the reasons thereof'

,tdaitionalty, Sector Working Groups (SWGs) were convened to develop the

sector reports, which were subjected to pubtic hearings lbr the FY 2023124 and

medium-ierm budget were held between I I fi and I 3'r' January, 2023' Annex Table

5 provides u ,r*,iury of policy issues raised during the Public Hearings and the

fesponses.

242. Further, the drali 2023 BPS was uploaded onto the National Treasury website

on t A6 :an,rary, 2023 inviting the public and stakeholdcrs to share comments' As

required by thl lublic Finance Management Act (PFM) Act, 2012' the document

*ui frrth"i thured with the various stakeholders including:
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i. Institutions listed in the PFM Act, 2012 rvhich include: the Commission on
Revenue Allocation; County Govenments; Controller of Budget;
Parliamentary Sewice Commission and the Judicial Service Commission;

ii. Institutions that constitute the Macro Working Group which include: the

National Treasury, State Department ol Planning, Central Bank of Kenya,
Kenya Revenue Authority, Kenya National Bureau of Stalistics, Kenya
Institute of Public Policy Research and Analysis and Commission on

Revenue Allocation;
iii. Cabinet Secretaries and Principal Secretaries of all Govemment Ministries

and the Office of the Attomey General; and

iv. Office of the Council of Economic Advisors and Office of Fiscal Alfairs
and Budget Policy at the Executive office of the President.

243. The commenls u,ere 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

4.1.1 Compliance with the Requirement on Development Spending

Allocations

244. County Govemments are required to allocale a minimum of 30 pcrccnt of
their bu<lget over medium-term to devclopmcnt expenditure as providcd l'trr undcr

Section iC)7 (2) (b) of the PFMA. 201 2. AII the Clounfy Govemments except

Nairobi city county an<l Kiambu complied with this legal requircmenl and

allocated at least 30 percent of theil approved budget to developmcnt in F'Y

2O2l122 (Figure 4.1).

Figure4.l:FY202ll22BurlgetedDevelopmentExpenditureasaPercentage
of Total Countl Ex cnditurt

Source of Data: Controller of Budget

245. Ilven though most County Governments allocate a minimum ol30 perccnt

to development eipenditure, a majority ol them do not meet this requirement in

tcrms of actual expenditure on developurent. During the FY 2021122, only 12

county Govemments were able to utilize at least 30 percent of thcir total

"*p.riitr.. 
on development. The County Govemment of Marsabit spent 4l '8

peicent" Uasin Gishu 37.1 percent and Naliuru 35.3 percent. On the other hand, a

iotal of35 County Govemments spent less than 30 percent on development in FY

2021122. Nairobi city County Govemment had the lowest expenditure at I 0.7

percent while Narok and Garissa Counties spent 12'6 percent and l2'5 percent

respectively (Figure ;1.2).
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Figurc 4.2: FY 2021122 Actual Developmcnt Expenditures as a Irercentage of
Total l\ en rlitu re

Source of Data: Controller o/ Budget

4.1.2 Compliance with the Requirement on Expenditure on Wages and
Benefits

246. County Govemments are required under Regulation 25(l) (b) of the pFM
(County Governments) Regulations, 2015 to ensure that expenditure on wages and
benefits does not exceed 35 percent of their total revenue. A report by the
Controller of Budget on revietv of County Government's budget implementation
for FY 2021122 shows that only 1l Coun$ Govemment's expenditure on wages
and benefits were within the legal threshold. The County Govemments of Tana
River, Mandera and Isiolo had the lowest expenditure on wages arrd benefits at
28%o percent. The report lurther revealed that 36 County Govemments spent
beyond the legal threshold. Machakos spenl 62 percent followed by Garissa at 60
percent and Kisii at 58 percent (Figure 4.3). Counly Govemments are called upon
to put in place measures that can move thcm totvards meeting the legal threshold
as provided by law.

Figure 4,3: FY 2021122 County Governments' Actual Expenditures on Wages
and llencfits as a Pcrccn c of 'Iotal Actual licvcnue

Source of Data: Controller ol Budget
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4.2 Enhancement of County Governments' Own-Source-Revenue

247. During the FY 2021122 Count-v Govemments were able to raise a total ol'

Ksh 35.9 billion in Own Source Revenue (OSR) against an annual target ol Ksh

60.,1 billion (Figure rl..{). This represcr.rts 59 percent of the amrual oSR target in

FY 2021122. Only lbur County Govemnlcnts were able to collect more than olls

hur.rdred pelcent of their annual OSR target in FY. These Counly Govemn'lents are
'I'urkana. Migori. Lamu and Vihiga Countics.

Figure {.-l: FY 2020121Actual Revenue Collected by the Countl' Governments
:ls a ercentage of Annual Revenue

'l'l ct

Source of Dala: Controller of Budget

248. A report ol the County Governments by the Commission on Revenue

Allocation on Comprchensive Own Source Revenue Potential and Tax Gap

pubtished in June 2022, estimates the revenue potential of all the 47 County

Govemments at Ksh. 215.6 billion against the current OSR collections of Ksh 35'9

billion in FY 2021122. In order to improve on their OSR collections, the report

rccommends the adoplion of automatic and cashless payments systems as rvell as

slreamlining of taxation and fees structure by the County Govemments' In

addition, the report rccommends the need to strengthcn collaboration and data

shzuing between dillbrent organizations and departments within and outsidc the

County Govemments in order to enable the Counties to monitor their revenue base.

evaluate their revenue raising activities and adopt an evidence-based approach to

OSR policy decision rnaking.

24g. In order to support the County Govemments to enhance their Own Source

Rcvenue, the National Treasury in consultation with the County Govemments and

other stakeholders developed the National Rating Bill and the County

Govemments (Revenue Raising Process), Bill. The objective of the National

Rating Bill is to unlock more revenues for the County Govemments from property

ta,xes. On the other hand, the County Governments (Revenue Raising Process), Bill
outlines the process to be foltowed by counties in exercising their power under

Articles 209 and 210 olthe Constitution to impose, vary or waiver taxes, t'ees,

levies and other charges.
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250. Since the two bills lapsed in the 12th Parlianrent, the National Rating Bill
has been republished by Parlianrent while the County Govemments (Revenue
Raising Process), Bill has been resubmitted to Cabinet to consider and approve its
re-submission to the l3th Parliament for enactment into law.

251. Contribution in Lieu of Rates (CILOR) are rates payable to the County
Govemments in respect of public land as provided for under the Valuation for
Rating Act (Cap 266); Rating Act (Cap 267) and the Valuarion for Rating (public
Land) Rules. Prior to devolution, the defirnct local authorities received CILOR
from the Central Govemnrent lbr public land within their jurisdiction. Horvever.
since devolution, only Laikipia County Govemment received CILOR from the
National Govemmenr through a supplementary budget. This is mainly due to
inadequate legal hamervork for claiming CII-OR, rvidespread lack of up-to-date
valuation rolls to support imposition of property rates and counties being
unfamiliar with payment of CILOR procedures. 'fhe National Treasury together
with the other stakeholders are working on the modalities ofhow the outstanding
CILOR will be paid to the respective counties.

252. As pafl of the implementarion of the National Policy to Support County
Govemments enhance their Orvn Source Revenue, the Commission on Revenue
Allocation (CRA) in collaboration with the National Treasury and other
stakeholders is in the process ofdeveloping a model tariffs and pricing policy. The
County Govemments are expecled to customize this model policy to develop their
respective tariffs and pricing policy in line with Section 120 of the County
Govemment Act. 201 2. The tarifl! and pricing policy will fbrm the basis lor
lelying fees and charges by the County Govemments.

4.3 Prudent Management of Fiscal Risks

4.3.1 Pending Bills

253. According to Section 9a (l) (a) of the PFM Act.2012, f'ailure to make any
payments as ard when due by a State organ or a public entity may be trn indicator
ola serious material breach or a persistent material breach olmeasures established
under the Act. In this context. A(icle 225 of the Constitution read together with
Section 96 of the PFM Act givcs the Cabinet Secretary responsible fbr Finance
powers to stop transt'er o1' funds to the concemed State organ. A special audit by
Office of the Auditor General (OAG) verified eligiblc pending bills by County
Govemrnents amounting to Ksh 48.1 billion as at 30th June. 2020. In addition, Ksh
108.1 billion worth of pending bills was fbund to be ineligible lbr payrnent due to
lack ofdocumentation to support services rendcred or work done.

254. A report by the Controller ol Budget (CoB) indicates that by 2l st December
2022, Counties had settled Ksh. 22.9 billion (47.60/o olthe eligible pending bills)
leaving an outstanding balance ofKshs. 25.1 billion.

255. In relation to the ineligible pending bills, the Intergovemmental Budget and
Economic Council (IBEC) through a resolution of lSth June 2019 instructed all
County Governments to establish an Ineligible Pending Bills Comminee to verifu
these bills. Once verified, it was resolved that the arrears should be prioritized and
paid. As at 2 I st December, 2022. a total ofKsh. I .8 billion ofthe ineligible pending
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bills had been paid by thc County (;ovemments, Ieaving a balance ofKsh' 106 2

billion.

256. In order to control accumulation olpending bills. a number of mechanisms

have been put in place. In a Circular No.212022 dated 24th March 2022, the

National Tieasury required all Govemors and County Executive Cornmittee

Members (CECMs) foi Finance to urgently ensure outstanding pending bills are

paid as soon as possible so as to comply with the PF'M act and most importantly

avoid disrupting the operalions and other financial obligations of the county

Govemmeni due to sloppage of monthly disbursements. Other measures geared at

ensuring that there is no further accumulation ofpending bills include:

a) All Counties are to regularly rcport on pending bills in accordance with the

linancial reporting lemplate by the Public sector Accounting Standards Board

(PSASB). Further to this' the National 'freasury issued a Circular Rei

AG.3i83ll/Vol.Vll (22) dated I lth May 2022 to all CECMs for Finance on

Year End closing Procedures lor Financial Year 202112022. According to this

Circular Part 3.15 (ix), county Governments are required to disclose in a note

to the financial statements. details of all pending bills, including the date,

beneficiary, description and amount and the reason why the amount was not

settled by the due date.

b) The CoB will continue to provide regular updates on the progress made on

setllement ol eligible pending bills; and,

c) County Govemments are to provide monthly payment plans for outstanding

pending bills which aim at seltling the pending bills on a First-ln First-Out

basis.
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Table {.1: Payment of 30rh June 2020 Auditcd Pending Bills by Coun[,
Governments as Nt 2lsr December 2022

Sou-ce of Dota: O/fice of the .4uditor Generul and Controller of Budget

4.3.2 Statutory Remittances

257. Most of the County Govemments owe money to the various pension funds
(LAPTRUST, LAPFUND and County Pension Fund) which have accumulated
over the years. Some County Covernments are not reflecting these pension
liabilities in their pending bills stock hence posing a great risk that these liabitities
may not be prioritized for payment. There is need for the County Goverffnents to
take stock of all the pension liabilities and ensure proper recording in the stock ol
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county pending bills. ln addirion, Counties should prioritize the settli-ng olthese

liabilities to ensure Clounty stalfdo not retire without a pension'

4.4 Division of Revenue between the National and County

Govern mcnts

4.4.1 Performance of Shareable Revenue

258. Ordinary revenue collected over the years has been belorv target except for

I'y 2021122 whcn the target was surpassed as indicated in Figure 4'5'

Figure .1.5: Estimates of Ordinan' Rcvenue vs. Actual Rcvenue (Ksh trillion)
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Source of Data: Nalktnal Treasury

4.4.2 Division of Revenue for FY 2023124

25g. Based on ordinary revenue projection oi Ksh 2,5 7l .2 billion in FY 2023124,

Ksh2,177.9 billion has been allocated to National (iovemment, Ksh 385.4 billion

to County Govcrnmcnts as equitable revenue shate to the two levels of
Govemminr and Ksh 7.9 billion to the Equalization pund. The allocation to County

Govemments. equitable revenue share of Ksh 385.4 billion in FY 2023124 is

informed by the following prevailing circumstanoes:

a) The proposal to increase the equitable share to Ksh 385 4 billion in the FY

2023121 is equivalent to 24.5 percent of thc last audited accounts (Ksh'

1,573.42 billion for FY 2019/20) and as approvcd by Parliament' The proposed

allocation thereforc meets the requirement of Article 203(2) ol the

constitution. This allocation of Ksh 3 85.4 billion fepresents I 5.0 percent of the

projectedrevenueintheFY2O23l24andishighcrthantheinitialproposalof
Ksh 380.4 billion or 14.8 percent ofprojected revenue in lheFY 2023124 and

complies with the minimum allocation as per the requirements of Article

203(2) ofthe Constitution. This thereforc implies there could be a resource gap

of Ksh 5.0 billion during the disbursement process.
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b) High level ofdebt financing, requirement in the contesl of limited avenue to
financing from domestic and intemational financial markets.

c) Increased Govemment expendifure need relating to drought intervention,
fertilizer subsidy and the Hustlers Fund;

d) In the medium term, sharing of resoulces will be pegged on the financing
constraints and not on the budget. Availability ofresources is key and it should
be remembered that Nalional Treasury did not disburse Kshs 29.6 billion to
County Govemments in the FY 2021122 due to financial constraints. 'Ihis

amount was however disbursed to the County Govemments in FY 2022123t

and

e) The fact that the National Govemment continues to solely bear shortfalls in
revenue in any given financial year while County Govemments continue to
receive their full allocation despite the budget cuts al'fecting the National
Govemment entities.

17. Based on the proposal on the division of revenue, County Governments
will therefore receive a total ofKsh 385.4 billion in Fy 2023124 as equitable share

ofrevenue raised nationally (Table 4.2).
-I'able -1.2: Coun ( i or crrr rrr r:n ts' uitable l{er enue Sharr Ksh \Iillion

Source oJ Data: Naliondl Treasury

260. In addition to their proposed equitable share of revenue, County
Govemments will receive the lbllowing additional conditional allocations:

o From the National Govcmments' equitable revcnue share, conditional
allocations amounting to Ksh 454 million tbr construction of county
headquarters and Ksh. 5.9 billion for leasing ol'mcdical equipment and Ksh
4.7 billion for the aggregated Industrial Parks programme (Table 4.3);

o Equalization Fund to the marginalized areas amounting to Ksh 7.9 billion;
and

o Ksh 33.2 billion from proceeds ofextemal loans and grants.

20211n 2022123 2A31242019/20 202012rBudget ltem

370,000x4m 36,5m 315,5m 370,m0Baeline (ie. o/ocotio n inthe prcviousFy)

15 m02, 500 36im1. Adjustmentslor rcvenue gruwth

17,4N

2. Revenue Shore (RMLF, Lev el-S Hospitol Gront,

Compensotion lor loregone user Iees lnd

Rehobilitolon ol V tlloge P olytechnics

425Tronsler ol Llbrory Senices

385,4253m,5m 316,5m 370,0m 370,m0Computed Equitable Revenue Share Allocation

III
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Table{..3:Dir.isirrnofRcvenueRaiser]Nationaltl.forFYs2o20l2l_2023121
Ksh Nlillion

261. Table 4.4 sl]ows llre disaggregatiorr of total proposed transt-ers to the

Counties.

Table 4.4: Disa r(' tion of Coun (Joveln nrents' Alkrcation Ksh Million

4.5 Horizontal Allocation of Revenue among the County

Governments FY 2023124

262_ Horizontal allocation ol revenue among the county- Govemments lor FY

2023124 is based on thc 'l'hird Basis, which was considered and approved by

parliament in Septenrber. 2020. The third basis takes into account the fbllowing

parameters: l'opulation (18 percent); tlealth Index (17 percent); Agriculture Indcx

i10 percent); Urban lndex (5 percent); Poverty lndex (14 percent); [-and Area

iraex 1S peicent); Roads Index (8 percent); and Basic Share Index (20 percenl)'

The county Governments equitable shares lbr t^Y 2023124 are as shown in Table

4.5.

20221232020l2r 2o2Ll22Type /Level of allocation
2,171,861.,164 5161,533,700 1,398,799National Governme nt

Of Which
5,8625,1,2056,205Leasing of Medical E ul ment

4163332300lement for construction of CounSu He ad uarters

A re ated lndustrial Parks Pro ram me

5,825 7,0686,500ualization FundE

385,42370,000316,500 310,Coun E uitable share
2,57L,LTotal Shareable revenue lrFlHil@@

@

10t3124zo22l23t020l2t 20211222019/20velofAllocation

385,425370,m v0,0c0316m316,5mEquihble ShareCou

Additional conditional allocations, of which

5,8625,2m7,2056,20s6,205Leasing of medical eq UI ment

4543323C03mSupplement of construction ofcounty head uaters

47mted lndustrial Parks Programmere

33 19231,38232,33430,20439 090Allocations from loans and nts

429,633353,209 409,8i1362,095Total County Allocations
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4.6 Intergovern mental Fiscal Transfers

263. Article 202 (2) of the Constitution provides that County Govemmcnts may

begivenadditionalallocationsfromtheNationalGovemmcnt,sshareofrevcnue.
eirh--er conditionally or unconditionally. Managenrent trf intergovernmental llscal

transfersisprovidedinthePFMAcl.20|2,itsRegulationsandNational,frcasury
CircularNo.8of20lTon..GuidelinesfortheManagementoflntergovemnrental
Fiscal 'fransfers in Kenya". National Govemment ministrics are responsiblc for

development of grant i.ume*orkt and conditions to be met by counties' The

Accounting otllcers in the respective ministries are responsible tbr the review and

approval oi financial and non-hnancial reports prior to submission to the National
'l'reasury.

4.6.1 Additional Allocations

264. lnFY 2023124,the National lreasury proposes to allocate Ksh 11.1 billion

as additional allocations (Conditional and Unconditional) from the National

Govemment share of revenue and Ksh 33.2 billion as additional allocations from

proceeds of loans ancl grants to County Govemments' In order to operationalize

thc national gou"-."ni'. programme on aggregated induslrial parks' each county

gor"-."nt"hur bcen altocated Ksh l00 million as a conditional grant in FY

ioZZ tZ+. This new conditional grant from the National Govemment's share of

revenue translatcs to Ksh. +.u bittion to all the 47 County Govemments. l-he

additional conditional allocations are meant to support specilic national policy

objectives to be implemented by County Governments' (Table '{'6)'
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Table,l.6: Additional Allocations to Coun Governnrents for FY 21123121

Source: The National Treasury

Additional Allocation Amount in Ksh

Court Fines from County Legislations 108,660.979
Total 108,660,979
Additional Conditional Allocations from the National Government Share
of revenue
Construction of County Headquafiers 4s,1,000.000
Leasing of Medical Equipment 5,862.000.000
Aggregated Industrial Parks Programme 4,700,000,000

I t,016,000,000
Additional Conditional Allocations Financed from procceds of loans and
grants from Development Partners for Financial Year 2023124
Additional Allocation Amount in Ksh

IDA (World Bank) credit (National Agricultural and Rural
lnclusive Growh Project (\IARIGP)

3.1s0,000.000

IDA (World Bank) credit National Agricultural Value
Chain Development Proiect (NAVCDP)

8.250.000,000

IDA (World Bank) - Kenya Climate Smart Agriculture
Proiect (KCSAP)

2.1 60.000,000

5.350.000.000IDA (World Bank) credit: Water & Sanitation
Development Project

577,500.000

IDA (World Bank) Credit
(Financing Locally- Led Climate Action (FLt,oCA)
Program -County Climate Institutional Support (CCIS)
(irants

5l 7.000.000

IDA (World Bank) Credit
(Financing Locally- Led Climate Action (FLLoCA)
Program - County Climate Resilience Investment Grant

6,1 87,500,000

Sweden- Agricultural Sector Development Support
Programne (ASDSP) II

71 '7q7 )\1

German Developrnent Bank (KfW)- Drought Resilier.rce

Programme in Northem Kenya (DRPNK)
765,000,000

World Bank - Emergency Locust Responsc Project (ELRP) 2.302,630.288

World bank - Kenya Informal Settlernent Improvement
Proiect (KISIP II)

3,269,530,746

344.300,000Kenya Livestock Commercialization Project (KELCLOP)

Aquaculture Business Development Project (ABDP) 245,879,120

TOTAL 33,192,137,107

74T 2023 Budget Policy Statement
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4.6.2 Equalisation Fund

265. The Equalisation Fund is established under Article 204 of the constitution

withanallocationofone-halfpercentofallrevenuecollectedbythcNational
Govemmenl each year on the basis ol most recently audited accounts of revenue

received as app.ored by the National Assembly' The Fund was initially

op".utionutir"d ,sing guiielines on administration of Equalisation Fund published

in gor.*" notice NoI Izt t or 1 3th March 2015. I{owever. the High court ruling

o.,!"titi.,, No.27212016 on 5th Novernber, 2019 quashed the guidelines. This in

effect disbanded the Equalisation Fund Advisory Board (EFAB) and stopped any

lurther expenditures liom the Equalisation Fund'

266. In line with the High Court ruling, the Natitxral Treasury tluough a rnulti-

ug"r"y .o.t.,rrrittee deveioped the PFM (Equalisation Fund Administration)

R""g.rlution. 2021 which were approved by Parliament irr October 2021 'fhe

R"iulatiom p.ouide for: (i) guidance on the administration and management ofthe

trqialisationFund; (ii) the completion of ongoing projects under the first policy;

uni liii; implernentation o1'new projects under the second policy and subsequent

policies.

267.TheEqualisatiorrFundAdvisoryBoardhasnowbeenfullyconstitutedin
acco.dan"e with Regulalions 4 and 5 oi the PFM (Equalisation Fund

Adnrinistration)Regul-ations202]r.TheBoardiscurrentlyworkingtoirrrplement
tl.re Regulations urd 

"n.u." 
cornpletion ofprojects as identified by the first policy

and thJ impternentation of prograrnmes in the second and subsequent policies'

4.7 Emerging lssues and Policy Interventions

4.T.lTransferofFunctionsandCooperationbefweenNationaland
County Governments

26s.Articlesl8Tandl8goltlreConstitutionprovidesforthetransferof
functions and powers between levels of Government as well as cooperation

between the National and County Govemments To operationalize thesg

provisions, Parliament enacted the Intergovernmental Relations Act 0GRA)' 201 2

io establish a framework for consultation and cooperation between the National

and Counly Goverrunents and amongst County Covemments The IGRA also

providesforthemechanismsfortheresolutionofintergoverrrrrentaldisputes
pursuant to Arlicles 6 and 189 of the Constitution, and for connected purposes'

269. In order to bring clarity on transfer of functions and cooperation between

and amongst either levil of ciovemrnent, the National Treasury in collaboration

with othe; stakeholders is in the process of developing a legislation tbr

oferationalization of Articles 187 and 189. Thc draft amendment bill to the PFM

tct,2012 is currently being processed for subrnission to the public for comments

7sl 202 j Budget PolicY Statement
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In addition to the amendrnent bill, the National Treasury in collaboration with olher
stakeholders will develop the relevant policy to anchor the legislation.

270. 'fhe enactment of this law by Parliament will facilitate the financing of
transferred functions and cooperation between the two levels ol Govemnrents. It
u'ill also provide for cooperation among counties that intend to implement inter-
county projects.

4.7.2 lntegrated County Governments Revenue Management System

27 L 'fhe County Govemments continue to use ul)integratcd revenue
management systems with high adnrinistrative costs and revenue leakages. 'll]ere

is need therelbre to fast track the development and implementation ofthe intcgrated
County Govemments revenue management system to ensure that tlte Counly
Govemments usc a uniform system that seals revenue leakages and provides value
for money invested in it.

4.7.3 Sharing of Mineral Royalty Revenue with County Governments
and Communities

272. The Mining Act 2016 provides for the sharing of revenues arising from
mineral royalties amongst the National Government, beneficiary counties and
communities. Whereas a f'ramework for sharing of the mineral royalty revenue
among the National Govemment, County Govemments and communities was
developed, the Attomey General's ofllce advised that there lvas need to develop
the regulations to the Act to provide the mechanism for the transfer olthese mineral
royalties to the communities.

273. In this regard, the Cabinet Secretary, Ministry of Mining. Blue Econon,y
and Maritime Affairs has already constituted a taskforce to develop the regulations
that will unlock the disbursement of revenue from mineral royalties to the
communities as envisaged by the Mining Act 201 6. ln addition, the National
Treasury is proposing lbr thc allocation and disbursement of mineral royalties due
to the County Govemments to be provided through the County Governments
Additional Allocations Act a^s an unconditional grant.

4.7.4 Transfer of the Library Services Function

274. Even though library is a devolved function, the attendant pay roll of
approximatcly Ksh. 425 rnillion has not yet been transferred to the County
Govemments. Library Services being a devolved function under the l-ourth
Schedule of the Constitution, the attendant resources should be disbursed to
County Governments as equitable share. For the first three FYs, this amount will
be included in the equitable share allocation for the 33 County Govermrents
starting from FY 2023124 in a phased approach: - 100% for FY 2023124, 7 5% tbr
FY 2024/25 (balance of 25Yo to be shared as equitab.le share) and 25%o for FY
2025/26 (balance ol75Vo to be shared as equitable share). However, after the thrce
FYs, the 33 County Govemments will be required to integrate the salaries of these
statf into their pay roll, afler which the entire Ksh 425 million will be available for
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sl.raring as equitablc share among the 47 County Governrnents. 'l'his is in line with

thc constitulional principle oflransferring resources to devolved functions

4.7.5 Revenue from Court Fines emanating from County Legislation

275. During its lTth Ordinary Session held on 3ist May. 2022,

Intergovernmcntal Budget and Economic Council (IBEC) considered and adopted

a rcport and a {iamework tbr sharing the funds arising from the conlravenlion ol
counry- Govemnrent legislation. The report shorved that t'unds raiscd from

contravention ol'County Legislation are retained by thc Judiciary and transl'erred

to the National Treasury. The County Governments had proposed thc sharing ol'

llnes and penalties collected by the courts as Own Source Revenue (OSR) for the

County Govemments. It rvas noted however, that the currcnt legal regime requires

that all revenue collected by the Judiciary be sent to the Consolidated Iiund. The

Council had theretbre proposed that such monies arising from County legislation

be transl-ened back to counties.

276. It is against this backdrop that the IBEC Legal Commitlee was tasked with
thc responsibility ofdeveloping a fraurework to enable transfer of f'unds emanating

liorn court finos relating to county legislation fron.r the exchequcr 1o the County

Revenue F'unds. Following the adoption of the framework, the National 'freasury

wrote to the Attomey General requesting for gazettement of the approved

framework for collection and transfer of court fines imposed undcr county

legislation lrom the National Government to the County Govemments.

277 . The Attomey General on his part advised that what the lramework

envisages to be achieved can only be done by way ofappropriation or by enactment

of an Act of Parlianlent speciircally excludilg the fines and penalties raised lrom

contravcntion of county legislation from Consolidated F'und and Payable to the

County Revenue F'und. In this regard. the National Treasury is proposing to

exclude the court fines emanating from contravention of County Government

legislation liom the Consolidated Fund using the County Govemments Additional

Ailocations Act. If this proposal is adopted by Parliament' Ksh. 108.7 million
emanating from contravention of County Govemment legislation will be

transferrc<l to the ten County Governments whose laws were contravcned in the

FY 2023124. 'fhis amount consists ofcourt fines raised in the FY 2019120.2020121

awl202l/22.

4.7,6 County Governments Public Finance Management

278. 't'hc National 1'reasury in the financial year 202212023 tkough a Multi-
Agoncy Taskforce identified challenges f'aced by County Govemments in thc

management ol public finance. 'Ihese challenges include weak linkagc between

planning an<1 budget tbrmulation, high outstanding pending bills, low developmcnt

budget absorption, under-performance in own-source revenue, failure tcl use the

prescribed financial systems (such as IFMIS, IPPD arnong others), non-adherence

io llscal responsibility principles, pilferage of public resources' inadequatc

understanding ofthe Office ofthe Controller ofBudget's role in approval olcounty

requisitions, high wage bill, weakresses in human resource management, weak

oversight by County Assembly and a weakened intemal audit function among

others.
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279. The Task Force proposed measures to address these challenges including:
development ofa national legislation on planning to guide planning at both levels
of Govemments; integration of national and counfy planning; development of a
national resource mobilization strategy: operationalization of all IFMIS modules
including pending bills, accounts receivables; n.ronitoring and evaluation;
development of a standardized framework lor assets valuation in counties; fast-
tracking the processing of Auditor General's reporls in tl.re County Assemblies and
the Senate to strengthen oversight in the management ofpublic finance functions
in counties; customization of human resource policies by the Ministry of Public
Serwice in consultation with the Public Service Commission , IGRTC and County
Govemments; amendment of various Sections of PFMA, 2012 and continuous
capacity building ofCounty Govemments officials on all PFM related areas.

280. Going forward, the National Treasury together with the relevant institutions
will implement the Taskforce's recommendations on County Govemments public
finance management with a vievr' to resolving some of these challenges in order to
improve public finance management in County Govemments to foster and promote
success in the devolved system of govemance in the country.
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ln line with the Cor.rstitution. the Public Financc Management (P!'M) Act,20l2,
the PFM (National Govemment) Regulations. 2015 and in keeping with prudent

and transparent management of public resources, the Govemment has adhered to

the tiscal responsibility principles as set out in the statute as follows (Table l):

Table l: Performance ofFiscal Responsibility Indicators

Source: The National TreasurY

a) A minimum of 30 percent of the national Government's budget allocated

to the development expenditure over the medium term'

Consistent with the requirements of the law, tl.re National Govemment's allocation

to development expenditures has been above the 30 percent ol its Ministerial

expendituies. In t6e FY 2021122. developme,t expe.ditures as a total expenditure

was 32.0 percent meeting the set threshold. ln thc fiscal outlays presented in this

BPS. the National Govemment continues to observe this requirement' The

allocation to development expenditures is projecled to increase to 35.7 percent in

the FY 2023124 and remain above tl.re recommended threshold over the medium

tern'r as shown in Figure I and Table 1.

ANNEX I: ADHERENCE TO FISCAL RESPONSIBILITY
PRINCIPLES

FY2020121 FY20ul23 FY2023i24 FY2024t?5 FY2026127

Prel.Adual

Rwised Prel,

Budget Attual Budgel

Suppl

Budget BRof22 BPS'23 BR0t22 BPS?3 8R0P22 BPS?3 BROP'22 BPS'23

1 0 Tohl Expelrdlturc & Nlel Leding

1 1 Totall,lidsleial Nabord &fi Eper$s

Tolal Recurenl

CFS ([ ercd & PeNloN)

irdstedal Recuflent

ofu \.Vages 6 Salaies

}Iages as % llrtirnal Govemfl elt Revell/es/,

Devehpment

oevelopfi enl as % lrhisbril l{0 elperffi JIee

1.2 Coudy Alhcaton

EqLlhbb share

ConditomlGaffi

2.0 Toial Revenues

3 0 Tobl Nalional o0lelllrl]ed Reltnues flml A+A)

4 0 Naboml C{vemmd Do[Estc 80fl0\11 Ir! (net)

l($.Billions

2,769 
]

1812

1,828
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Figure l: Development Expenditurcs as a Perccnt of 'I'otal National
Govcrnmcnt Budgct

Source: Nalional Treas ury

b) The National Government's expenditure otr wages and benefits for its
employees not to exceed 35 percent of tbe nationat Government equitabre
share of the revenue.

The law requires that the National Govemment's expenditure on the compensation
of employees (including benefits and allowances) ihall not exceed 35 percent ol
the National Covemment's equitable share of the rcvenue raised nationally plus
other revenues generated by the National Government pursuant to Article 2b9 (4)
of the constitution. In conformity to this regulation, the National Govemmeni
share ofwages and benefits to revenues was 28.0 percent in the Fy 20Zl/22, and
is projected at 25.3 percent in the Fy 2022/23, and to furtherdecrine to 24.9 percent
by FY 2026/27 (Figure 2).

ti rc 2: Wa as a ltercenta e of National Government Revcnucs
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Source: National Treas ury

The .figure includes

F\ ?n?olat N xt2tl22 * a2!73 Fr ,,0z/24 Fr z0?pl]-5 x ;f,z5126 X x/;6l27
Fltaftil frc:r

E Derelopment as q6 md*rbl I G erFndblr€s 
- 

Ceiing

36.9c/6 36.170
32.8%d fz.ook

34.50/.
35.1o/oo

EA
-9

o

45.O90

4o.0

33096

30,0ryo

210

15.O

1(t0

5t)

ouo/.

20.09/!

totl
35.0

3(I0

250

2(}0

15.0

lo{}

-WagE.s 
9a l.Uqt.t G(ir€nn€ntRq/Gnt.s/t .. . . Celgng

2A.O*

FY 2OrV2r F\ ,,zllt2 x ,,D2212) Fy X)78/?a Fy z0;!.l25 rt ,ij6l26 Fy zI/25127
th.ncbl ,€er

r3f?".

23.90/.tr
Z

s

B

2L.5alo

u.30/d

801 )l ) ) -i lltrtl.gt' I l,r t I icy,\t trt ont,t tt

t.

Ll

12.6r/o



c) Over the medium tcrm, thc National Govcrnment's borrowings shall be

used only for the purposc of financing developmcnt expenditurc and not

for recurrent exPenditurc.

The Govemment is commitred antl continues to adhere to the principle as per the

PFM Act section l5(2) (c) which requires that national Govemnlent's borrowed

resources be used only fbr purposes ollinancing development and not lbr recurrent

expenditure. In the FY 2021122, a tolal of Ksh 540'l billion was spent on

developmentexpenditure.l.hisamountisprojectedtoincreasetoKsh605.lbillion
inFY 2022123,Ksh 769.3 billion in FY 2023124 and Ksh 1,147.7 billion overthe

medium lerm.

d) Public debt and obligations shall be maintained at a sustainable level as

approved by Parliament for Nafional Government

The National Treasury raises resources through borrowing to finance development

projects as approved by parliament in the National budget as per the PFM Act
'section rstzj tc) principte olensuring that the national Govemment's borrow-ings

is used only for purposes of finaniing development expenditure and not for

recurrent expenditure.

ThePFMActrequiresthattheNational.l.rcasurymaintainspublicdebtand
obligations at sustainable levels at all times. Kenya's debt remains sustainable but

"ut"io.ir"a 
as facing high risk oi debt distress (lMF Country Report No 721383)'

As iown in Table i, the Present Value (PV) of extemal debt-to-export and Public

and Publicly Guaranteed (PPG) of debt-service{o-exports indicators remain above

the threshoids over the mediumterm projcction period. Llowever. compared to the

last DSA assessment. the PV olextemal debt to exports has improved due to fasler

recovery ofthe tourism sector and the boost to exports as a result ofhigher export

prices in 2022.

Tahle 2: Ertcrnal Deht Sustaina l) ili . \nrt sls

* Projeclio,l
Sourie: IMF Country Report No. 22/383, December 2022

The PV oftotal public debt to GDP ratio rcmains above the 55 pcrcent benchmark

until 2025 as shown in Table 3.

25.125.626.726.6 26.821 .440PV of debt-to-GDP ratio
1,79.8186.519 5.9221.s 208.6256.1180PV of debt-to-exPorts ratio
t9.227.229.620.s22.623. s15PPG Debt service-to-exports

ratio
75.222.3 16.515.715.318

Thresholds 2021 2022 2023', 20241 2025' 2026'

8tl 2023 lludgel l'olicv Slutentcnt

lndicators

15.2PPG Debt service-to-revenue

ratio



'I'able 3: Kcn a's l'u blic l)rht Sustainabili

PV of debt-to-cDP 55 61.6 61..7

ratio
\r,trtt. Illl,- Couttlrr llL'titD1 \"t) )),.i,\.1. J)ttuhc )0))

60.0 57.8 55.9 54.O

As the economy recover fiom global shocks and fiscal consolidation continues,
Kenya's debt indicators are expected to improve. l{owever, Kenya debt
sustainability is vulnerable to exogenous shocks e.g., export and exchange rate.

e) Fiscal risks shall be managed prudently

Kenya's risk remains high duc to volatile international comnodity prices, tighter
external financing conditions, elevated inJlation and continued drought. The
Govemment corrtinues to respond to these adverse impacts through fiscal measures
such as fertilizer subsidy and provision of certified seeds to larmers to enhance
agricultural productivity. In addition, the Govemment r.vill continue with the fiscal
consolidation programmc which is expected to reduce debt vulnerabilities and
ensure a stronger debt suslainability position going forward. "l'o manage fiscal risks
prudently as required, the Govemment has improved its macroeconomic iorecasts
and regularly reviews the impact of macroeconomic projections and their
implications on the budget. Potential fiscal risks arising from contingent liabilities.
including fiom Public Private Partnership projects among others are taken into
account and a contingency provision made to cushion the economy from
unforeseeable shocks. F-urther, the rccently established Fiscal Risk Committee will
play a key role in identification, quantification and management of fiscal risks
going forward.

1) A reasonable degree of predictability with respect to the level of tax rates
and tax bases shall be maintained, taking into accou[t any tax reforms
that may be made in the future

On the principle of maintaining a reasonable degree of predictability with respect
to the level oftax rates and tax bases, the National Tax Policy that is being finalised
rvill guide tax refomrs and ensure certainty in taxation. l:urther. the Govemment
continues to caro/ out tax relorms through modemizing and simpliling tax laws
in order to lock in predictability and enhance compliance within the tax system.
F'urther, the Govemment is in the process of developing a Mediurn-Tenn Revenue
Strategy (MTRS) that will outline revenue-raising 1ax policy and administrative
refbrms to be undertaken over the medium-term.

The Govemment will continue to maintain stable tax rates and build confidence in
the Kenyan tax system, enhance compliance and improve predictability while
improving tax administration. The Govemment will also use tax policy initiatives
to address areas where the tax base has been eroded. to strengthen revenue
mobilization.

){))-i lltrLfutt l'oliL r' ,\tulaltL'ttl

lndicators

s2l

Benchmark 2021 2022 2023 2024 2025 2026



ANNEX 2: STATEMENT OF SPECIFIC FISCAL RISKS

Introduction

l.TheKenyaneconclnticgrowthrecovercdfionrtlrceffectsofCovlD-l9
pandernic to iecord a growtli of 7.5 percent in 2021 1'rom a contraction of 0.3

percent in 2020. Crowlh momentum was disrupted in 2022 by multiple shocks

including a severe drought that atlected most parls of'the Country and the Russia-

Ukraine conJlict that has seen disruption in gtobal trade with increased fuel.

fertiliser. and fbod priccs. '['he economy is projected to rebound and grorv by 6 l

percent in 2023 liom the estimated growth ol 5'5 percent in 2022' There are

i.,o*"r"., downside risks to rhe macroeconomic outlook envisaged in this 2023

BPS emanati-ng liom <lomestic as well as extemal shocks'

2.Forprudentmanagementolrisks,thePFMAct,20l2requiresthepreparation
of a,,statement ofFiscal Risks. Thus, this section providcs an assessment offiscal

risks that the Kenyan economy is exposed to that nlay allect the achievement of

the macroeconomic largets and objectives detailed in this BPS. The hscal risks

arise from assumption; lhat underlie fiscal projections. the dynamics of public

debt, and operations of state corporations, contir.rgent liabilities, financial sector

vulnerabilities and natural risks. Emergence of these risks could make it diflicult

for the covemnrent 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 lormulation of the budget. 'fhc

Kenyan economy is estimated to have grown by 5'5 percent in 2022 and is

projectedtogrowby6.lperoentin2023arrdtnaintainthatmomentumoverthe
meiium-term. Inflati.n rate is expected to gradually easc towards the Goverrurcnt

target range while the extemal sector is expected to remain stable despite the light

glo"bal fin"ancial conditions. '['he macroeconomic projections in this BPS may bc

i-ltered by the unccrtainties in the economy as a result of the projected global

economic slowdorvn and volatile financial markets. 'fhe uncxpected changes in

tltese outcomes may pose risks to both revenue and cxpenditure as projected. Table

I summarizes tirc likely impact of changes in the 2023 IJPS outcomes on the fiscal

projections.

Table I: Fiscal Sensitivity to Key Macroeconomic Variables, Fy 2023124 -
2026127 Ksh billion)

Source of Dtta: Natiorrdl Treasur!

Budqrl Bihtr.t
10x46 10261t170t31Zt !021/!5lorn6 I0!647tlltna t0tl/t5t0lvr6 1026a?tol.l/il :0t1,?5

{9-5.1 -6.2-16 -16 -5.1{.t -6.8ll.8 l5.t-lt 2 ,12.5
Rdudi@inr. iGDP( )b l0
% loid

6.6J 5.980 80 1861 7llt.8 i5..1I1.2 12.5
Ilcte iD ilrrod na (\) bv

:0.9 2t.5l7.i 196l..l llt8 1.0t4.l 27.2:0.1 2:.6
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4. Stress test (Table 1) shows that if the projected real GDP growth in 2023 was

to reduce by one percent (from 6.1 percent to 5.I percent), revenues would decline
by 1 1 .2 billion more than the decline in expenditure by Ksh 6.1 billion resulting to
an increase in fiscal deficit of5.l billion in FY 2023124. Going iorward, this shock
would result to a decline in revenues and expenditures ofKsh 12.5 billion and Ksh
6.8 billion inFY 2024125, Ksh 13.8 billion and Ksh 7.6 billion in FY 2025126 and
Ksh 15.4 billion and Ksh 7.6 billion in FY 2026/27, respectively. The fiscal deficit
would worsen as we move from FY 2023/24 towards FY 2026127 .

5. A shock ofa one percent increase in the projected inflation rate for 2023, lrom
6.5 percent to 7.5 percent, would result in an increase in levenues and expenditures
by Ksh 11.2 billion and Ksh 6.4 billion respectively inFY 2023124, reducing the
projected fiscal deficit by Ksh 4.8 billion. Revenues and expenditures would also
increasc by Ksh 12.5 billion and Ksh 7.1 billion inFY 2024125, Ksh 13.8 billion
and Ksh 8.0 billion inFY 2025126 and Ksh 15.4 billion and Ksh 8.0 billion in FY
2026127, respectively. This would further decline the llscal delicit by Ksh 6.6
billion in FY 2026/27.

6. A 10 percent depreciation ofthe Kenya shilling to the dollar rvould increase
revenues and expenditures by Ksh 20.3 billion and Ksh 2.8 billion respectively in
FY 2023124 thereby reducing the projected fiscal deficit by Ksh 17.5 billion.
Subsequently in FY 2024125, FY 2025126 and FY 2026127 revenues would
increase by Ksh 22.6 billion, Ksh 24.3 billion and Ksh 27.2 billion respectively
while expenditures would increase by Ksh 3.0 billion, Ksh 3.3 billion and Ksh 3.3

billion respectively. Fiscal deficit would reduce by Ksh 19.6 billion, Ksh 20.9
billion and Ksh 23.5 billion over the same period.

7. A shock of 10 percent increase in the value ofimpofled goods would increase
revenues by Ksh 12.1 billion in FY 2023124, and then decline by Ksh 1.3 billion,
Ksh I .4 billion and Ksh l .6 billion in FY 2024125, FY 2025126. and FY 2026127

respectively. The shock would not significantly affect expenditr-rres in the outer
years.

8. Overall, if all the lbur shocks were to hit the economy concurret.ttly, revenues
would increase by Ksh 33.6 billion, Ksh 21.1 billion, Ksl't 22.7 billion and Ksh
25.4 billion in FY 2023124, FY 2024125. FY 2025126, and FY 2026127

respectively. On the other hand, expenditure would increase by Ksh 3.1 biltion,
Ksh 3.4 billion, Ksh 3.7 billion and Ksh 3.7 billion over the same period. The
combined shocks reduce the fiscal deficit rrore in the FY 2023124. On net basis,
the fiscal deficit would decline by Ksh 30.5 billion in FY 2023124 and Ksh 21.4
billion by FY 2026/27.

Assessment of Past Forecast Accuracy of Underlying Assumptions and
Budgetary Aggregates

9. Overall, the macroeconomic assumptions underlying the recent budgets and
actual budget outtum have generally been below target with minimal deviations as

shown in Figure l.

2023 Budget Policy Statements4l
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10. over the period 2018/19-2021/22, the average deviation between the assumed

and provisional actual rcal GDP growth rates was -0'7 percentage point with a

standard deviation of 0.9 percer.rtage point. With respect to inflation assumptiorls,

the standard deviation was at 0.8 percentage point over the lbur years' with the

lalgest devialion being recorded inFY 2021122 at i'4 percent mainly due to thc

uninticipated inflationary pressures resulting from the adverse effects of the

Russia-Ukraine conllict (Table 2). Due to the strong dollar, the excharlge rate to

rhe Kenya shilling like ali world currencies weakened to Ksh 114.1 inFY 2021122

comp,ued to Ksh 107.6 inFY 2020121.

ll.Theactualperlormanccofllscalaggregatesagainsttheirtargetswasnrainly
below target. Total ."uenu" between FY 2018/ 19 and FY 2020121 f-ell short of its

target mainly on accounl of underperfomrance in ordinary revenue' However'

rev-enues w,ere above target by Ksh 7.9 billion in FY 2021122 with the ordinary

revenues rccording an over pe;fomrancc of Ksh 66.4 billio,. The average deviation

of total expenditure and nei lending between FY 2018/19 and FY 2021122 was an

undcrspentling of Ksh i82.5 billion. This shortfall was rnainly due to lower

absorpiion in development expenditues by Ksh 92 5 billion'

12. The lower-than-projected spending on development expenditure poses a risk

to the fiscal program; going forward. In order to prevent this risk from

rnaterializingandimproveefficiencyofpublicinvestments,theNationallreasury

ssl 202 3 Budget PolicY Statenrent



lroze initiation of new capital projects until the completion of the ongoing ones.
The Public Investment Malagement Unit will ensure that all capital projects are
planned, appraised and evaluated before funds are finally committed in the budget.

Table 2: Deviations in Macroeconomic and Fiscal Aggregates

Source: National Treasury

13. The Kenyan economy recovered liom the ei'iects of COVID-19 Pandemic to
register a growlh of 6.5 percent in the FY 2021122 from a groMh of 3.6 percent in
FY 2020121.1'he economy is projected to slow down to 5.8 percent inFY 2022/23
with a 95 percent confidence level ranging between 8.1 percent and 3.6 percent at
0.9 percent standard deviation. The slowdown in growth is due to the multiple
shocks that affected the economy in the second hall of 2022.'fhe economy is
proiected to improve zurd grow by 6.1 percent in FY 2023124 and at a groMh range
ol'around 8.4 percent and 3.9 percent using the same standard deviation at 95
percent confidence interva[ (Figure 2).

14. There is a 95 percent chance that the forecasted total revenue of Ksh 2,5 12.7

billion in FY 2022123 will be within the actual revenue range ofKsh 2,990.6 billion
nnd Ksh 2,034.7 billion and a 50 percent possibility between Ksh 2,678.5 billion
and Ksh 2.346.9 billion with a standard deviation of Ksh 226.3 billion. The
Projected revenue of 2,897.7 billion for FY 2023/24 will fall at an actual range of
Ksh 3,375.6 billion and Ksh 2,419.8 billion at 95 percent confidence interval.

15. The fbrecasted expenditure of Ksh 3,390.0 billion in FY 2022123 has a 95
percent chance to range between Ksh 3,708.1 bitlion and Ksh 3,071.8 billion with
a 193.0 billion standard deviations. The expenditure is projected to increase further
in FY 2023/24 to Ksh 3,641.0 billion and to range between Ksh 3,959.2 and Ksh
3,322.8 billion at 95 percent confidence interval. The fiscal deficit at a standard
deviation of 163.6 billion, will therefore fall between Ksh 931.8 billion and Ksh
458.6 biltion inFY 2023124 at a 95 percent confidence interval.
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t'i ure 2: Confidence Intervals

Source of Dak : Nalbnal Treas ry

SPECIFIC FISCAL RISKS

16. This section covers specific fiscal risk that Kenya faces and elevates the

importance ofeffective risk management. The specific fiscal risks include:

a) Fiscal fusks Associated with Public Debtl

b) Crystallization oi Contingent Liabilities;

c) Fiscal Risks Related to Devolution; and

d) Other fiscal risks.

a) Fiscal Risk Associated with Public Debt

17. Perlbrmance of the economy has a direct correlation with the debt

sustainability. Poor performance of the economy deteriorales the debt indicators

Ihus unsustainability while the reverse is true. I lowever. the Govemment strategy

to revive the economy and its commitmenl to fiscal consolidation will lead to

improvement of the debt ratios.

18. Market pressures due to war in Ukraine and the monetary tightening in the

USA and Euiope have limited access to intemational market. The inflation rates

have led to high interest rates and this has hindered the Govemment in performing

liability management operation on its debt portfolio. However, the Govemment

will continue io monitor the financial conditions beiore perfomring any liability

management operations whose aim is to lengthen the maturity structure and reduce

the rJfinancing risks in the debt po(folio. Limited access coupled with illiquid

intemational market may hinder the Govemment's plan to refinance the 2024

sovereign bond maturitils. Govemments to strategize for ahematives to avoid

defaults-. The on-going implementation of reforms in the domestic debt market are

aimed at improving efficiency and deepen the market to cushion the Govemment

against the downsides of the risks stemming from extemal f'actors'
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19. The risk ofcontinuous increase in the cost ofdebt service as a result ofKenya
Shilling depreciating against major currencies as 50 percent ofthe debt portfolio is
from extemal sources. The rising interest rates both in the domestic and extemal
market has an implication on the Govemments' overall debt service. A large
proportion of revenue will be used 1o service debt while denying Kenyans other
priority expenditures. Uncertainty in the movement of interest rates have led to
contraction of new debt on short term maturities thus increasing the refinancing
risk.

20. Govemment's exposure to fiscal risks and contingent liabilities arising from
State Owned Enterprises are recorded off balance sheet. Materialization of these

liabilities may pose severe fiscal difficulties in the budget year. The Govemment
will continue monitoring the liabilities and will be able to mitigate the risk before
they materialize.

b) Crystallization of Contingent Liabilities

2l . Contingent tiabitities are potential liabilities that may occur depending on the
outcome of uncertain future events. They are not reflected in the BPS financial
position but are adequately disclosed. However. a contingent liability is only
recorded in the financial statements if the contingency is probable and the amount
ofthe liability can reasonably be estimated. Contingent tiability can be explicit or
implicit. Explicit contingent liabilities are specific Govemment obligations
established by law or a contract authorized by [aw. The Govemment is legatly
mandated to settle 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.

22. Contingent liabilities are frequently not recorded directly in the budget and
thus arc not subjected to budgetary oversight. These could lead to poor
quantification of Contingent Liabilities and the possibility of large unplanned
expenditures if the guarantee crystallizes. 'fhe Govemment will monitor these

contingent liabilities to avoid fiscal difficulties in the budget year in the event they
materialize in State Corporations/State Owned llnterprises (SOEs)

State ( iorporalions/Slirle ()wncrl l,lnterpriscs (S()l,ls)I

23. State Corporalions can bc a nrajor source o1' fiscal risk to public linances if
they underperform financially. While Govenunent has a stake in state-owned
enterprises and other Government invcstments in public companies, its contrirotual
obligations may be lirnited. Llowcver', duc to the stratcgic nature of those state-

owned enterprises and public companies given the national interesl and the overall
impact oltheir failure on the economy, tlrc Government may be rnorally obligated
to bail out those state-owned enterprises and public companics in financial distress.
This may pose serious fiscal risk and challengc to budget implementation.

24. Further, Govemment may be required fiom time to time 10 provide budgetary
allocations for Government of Kenya strutegic investments. subscriptions, equity
participation and other tinancial suppo(. The Govemment has already received

ssl

t
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requests tiom Regional, lntemational Bodies and other Government Linked

Coiporarions for hnancial support for GOK strategic investments, subscriptions.

equity participation and other financia[ support.

25. The total outstanding Govemment guaranteed debt to SoEs and Govemment

linked entities amounted to Ksh 1,081 .8 billion as of 30d J une ,2022. This includes:

Direct GoK loans of Ksh '120.8 billion. on-lent lbreign loans of Ksh 796.0 billion

and Direct commercial domestic loans of Kshs. 165.1 bitlion, SoEs also had a

contingent liability of Ksh 135.6 billion.

26. Debt stricken statc corporations constitute a potential source of fiscal risk.

Flowever, the Govemment is cautious in issuance of gualantees and other support

measules to state corporations upon such requests. However, as the principal owner

of all State corporations the Govemment is the natural underrwiter of the risks

they face. During rhe review period FY 2022123 the stock of risk exposure is

estimated 1o be Ksh 2,75 I .8 billion, rvhere Ksh 2,661'1 billion is from SOEs, and

90.6 billion is from Govemment linked Corporations (GLCs)'

27. In order to mitigate the fiscal risks among the state corporations or state-

Owned Enterprises, the Govemment:

i. Has established a High-Level Fiscal Risk committee (FRC) at the National

Treasury rvith a view of identifoing' evaluating, and reporting and to a deeper

extent proposing strategies fbr mitigating and tackling the same'

ii. Will strenglhen corporatc govemance oi State Corporations though the

Mwongozo guidelines and subsequent training in the area of govemarrce' This

will involve establishment and operationalization of audit committees and risk

management lia:neworks tbr Govemment entities including State

Corporations;

iii. will utilize the Govemment Intbrmation Management Infbrmation System

(GIMIS) to oversight SOEs by ensuring the Govemment has comprehensive

and consolidated data on SC)Es to cnsure timcly identification, monitoring,

mitigation, and repo(ing of fiscal risks tiom SOIIs' More modules are being

inbuilt to have a better chance of arresting fiscal risks in SoEs before they

nraterialize: and

iv. wilI restructure state corporations/state owned Entcrprises (SoEs) through

arnendmenl to state owned Enterprises (SoE) privatization Act 2005 aimed at

reducing demand for Govemment resources and facilitate privatization of
SOEs.

ii. Public Private Partnerships (PPP) Projects

2g. The Government has identified a number of key sectors including water,

housing, roads, trade and industry in which it wishes to work with the private sector

througi the Pubtic Private Partnerships framework. The PPP Directorate envisages

mobiilzing Ksh 50 billion within the Fy 2023124, based on the current projects in

the PPP p-ipeline. To achieve this, all projects will be screened for commercial

viability as'PPPs, before being considered for implementation within the National

8el 2023 Budget Policy Staten ent



Iludget. Accordingly. the sectors offocus that the PPP Direcrorate will be boking
for private capital, are in:

a. The Water sector - The Govemment intends to roll out water and irrigation
projects in the next live years working together with the private sector. The
National Treasury in collaboration with the Ministry of Water, has already
idcntified major dams which will be launched for procurement through the PPP
Model.

b. The Housing sector - There exists a deficit olapproximately 2 million units ol
housing stock. The Govemment plans to work the private sector to raise
production lrom the cument ratc of 50,000 to 200,000 units a year in order to
reduce the deficit. In the PPP arrangement, the Govemment will provide land
and bulk infrastructure such as water. server and power to reduce the cost of
housing production and to ensure affordability of houses to the bottom of the
pyramid.

c. Roads sector - The Govemment plans mobilize private sector resources to
develop and expand key trunl( networks in the country, in particular, the
Mombasa - Nairobi - Malaba road corridor. This is intended to alleviate
congestion, improve safety and enhance connectivity to boost trade and
investment.

d. Trade and Industry sector - T'he Govemment plans to use the PPP model to
deliver industrial parks and Special Economic zones across the country. In this
arrangement. the Govemment will provide the private sector with appropriate
land and create necessary incentives, through fiscal tax measures and special
power tariffs, to stimulate private sector investment into SEZs.

e. Energy Sector - Transmission Lines: 'l-he Govemment of Kenya in partnership
with Africa50 through a PPP framcwork intends to pilot transmission line PPPs
by way of the financing, design, construction, operation and maintenance of
the 400KV, l65km - Loosuk - Lessos Transmission Line and the 220KV,
72km - Kisumu-Musaga Transmission Line. The Project will also incorporate
associated infrastructure such as electricitv substations.

'fhere are potential fiscal risks stenming from the Public Private Partnership (PPP)
Projects including possible breaching ofcontract obligations, Lrnfunded additional
obligations and those stemming from movements in inllation and exchange rate.
1'o mitigate these risks, the Govemment will reduce implementation bureaucracy,
strengthens PPP instirutions, improve govemance, promote the tiamework for
balancing risk with affordability and value for money, while guaranteeing rapid
service delivery through cutting down execution timelines, and promoting local
content for greater national value capture in PPPs. The PPP Directorate will be at
the centre oIPPP programme design and implementation going forward. and will
play a central role in public investment programming and design, alongside the
Public Investment Management function at the National Treasury.

,,.|
e0] 2023 Burlger Policy Statement



iii. PensionLiabilities

29. The Govemmcnt has made a strong commitment to social protection across

the population. Included in rhc plan is a pension arrangement that covers the

*orklo."" in both formal and infbrrnal payrolls. olthose in fonnal enrployment, a

rnajority ofthem serve in the public service and their pension is administered under

the'broad framework olthe Public servicc Pension Scheme (PSPS) in the Pensions

Department of the National 1'reasury.'l'he benefils accrued_ rnder thc Scheme are

theielbre budgeted for and drawn directly from the Consolidated Funds Services

(CFS). With the increasing number of retired officers. dependants' and the

increused life expectancy rate, the pcnsion rvage bill has becn rising exponentially

posing a fiscal risk.

30. In the FY 2o21l22,the Govcmment allocated Ksh 120 billion to the Dehned

Benefit Pension Scheme. l'he Govenment increased the budget allocation to the

scheme from Ksh 120 billion to Ksh 146 billion in the FY 2022123 to reduce the

hscal risk associated with the unexpected increase in pension payrnent' The

Govemment plans to further incrcase allocation to the scheme in the F-Y 2023/24

and over the medium term as shown in Table 3. To further nritigate the fiscal risk,

the Govemment will ensure timely remittance of the required contribution to

defined contribution schemes to reduce possible litigation costs and encourage

appropriate investment choices.

'f ablc 3: GoK Contributio n to PSSS FY 2023121 to FY 21127128

Financial
Year

PSSS Projected
G0K contributions

(Ksh million)

Total
(Ksh Millions)

202312024 163.529,546 n7 28.46.+ 671.993 191.994.224,170

202112025 r 79.858.290.795 31.311.145,793 2t t, 169.436.588

2025t2026 l8i 819.909.875 3.+ 442.260 ,tr,162,170,)47

202612027 I8ti .+ I -1.:169 37 886,486 ;109

202712028 191,008,609,713 41.67s,135,050 232.683.744,763

3 I . In line with the Govemfrent policy to avail services online and through mobile

plattbrms, the Govemment will scale up the modemization of pension services by

amongst others re-engineering the Pension Managemcnt lnformation System

lfVt|) to make it a rnoaern fR1, system with an end-1o-end integration with all

actors i, the public pension ecosyslem including the pensioners themselves. This

will enable pension".s to interact with the Pensions Department through mobile

and computer APPS fbr case of administration.

c) Fiscal Risks Related to Devolution

32. County Treasurics are required under Section 107 of thc PI'M, nst 2012 to

manage their public linanccs in accordance with the principles of iiscal

respoisibility. Among rhe liscal responsibility principles set ou1 in Scction 107 (2)

is tihe requirement lbithe County Treasury to manage its fiscal risks prudently. A

number ;f fiscal risks that require prudence in its managernent by the County

Govemments are as followsl
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l.

ii.

iii.

iv.

d)

i. Natural Disasters and Man-made Hazards

33. In the recent past, Kenya has been exposed to multiple disasters ranging from
floods, desert locust invasion, COVID-19 and drought. The compounding effects
ofthese disasters have had severe impact on lives, livelihoods and the economy.
To strengthen the country's disaster risk management frameworks, the
Govemment will fast track development and implementation of Disaster fusk
Financing Maragement Framework in line with the PFM Act, 2012, and
establishment of a Disaster Expenditure, Monitoring and Reporting Framework to
strengthen data collection and reporting on disaster expenditures as well as

enhancing fiscal transparency and efficiency in the budgetary process. The
Govemment will also enhance coordination of disaster risk management and
system, a:rd early wamings, information and knowledge management.

ii. Climate Change Related Fiscal Risks to the Economy

34. Clirnate change has become a pressing issue globally, and like other
economies, the Kenyan economy is vulnerable to i1s tavaging impacts. To
minimize the economic and llscal risks of climate clrange phenomenon, the
Govemment will continue to pursue a low carbon- climate resilient developrnent
path. Climate financing has emerged as an important means ol implementation for
climate change and lbr promoting sustainable development and financial sector
development.

35. To enhance financial flows from the Green Clin,ate Fund (GCF), the
Government will continue to implement the National Green Climate Irund
Strategy, which provides an elaborate framework of coordinating and attracting
resources from the GCF.'lhe Govemment will also implement the Financing
Locally-led climate Action (FLLoCA) Program in collaboration with County
Govemrnent and development partners to manage climate risks. To fur1her deepen

e2l 2023 Budget Policy Statement

High expenditure on personnel emoluments contrary to Regulation 25 (l)
(b) of the Public Finance Management (County Govemments) Regulations,
2015 that sets the limit of the County Government's expenditure on wages

and benefits at 35 percent of the County's total revenue.

Below target Own Source Revenue Collections that results to unfunded
budget deficits and accumulation of pending bills negatively affecting
service delivery to the citizens
County Govemments continue to report high levels of pending bills that
remain unpaid and have a negative impact on the business community as

well as the economy in general.

Low actual development expenditure which is not in line with the County
Govemments approved budgets and contrary to Section 107(2) (b) of the

Public Finance Management (PFM) Act, 2012, thal provides that over the

medium term, a minimurn of thirty percent of the County Govemrnent
budget shall be spent on the development expenditure.

Other Fiscal Risks



green t-lnancing, the Govemment will implement the Green Finance Programme

geared towards transitioning to a low-carbon, climate resilient and green economy.

iii. Money Laundering

36. In order to fight money laundering, the Govenrment will continue to promote

financial integrity and cyber security surveillance in the financial seruices sector

tluough improved capabilities to detect, mitigate, report and respond to cyber

t6reai and Anti Money Laun6ering a.d Combati,g the F'i,ancing of Terrorisrn

(AML/CF-T) sur",reillance. This initiative will be achieved tl[ough: implementation

of the AML/CTF Narional Risk Assessment Rcport 2021; 1[re National AML/CFT

strategy and the Mutual Evaluation report 2022; developmet]t of sub-sector

specil-ic cyber security frameworks in line with National Cyber Security

Frarnework.

e3l 2023 Budget Policy Statement



ANNEX 3: MEMORANDUM ON HOW RESOLUTIONS BY PARLIAMENT ON PRBVIOUS BUDGETPOLICY STATEMENTS HAVE BEEN INCORPORATED

Introduction

l Section 25(8) of the Public Finance Management (PFM) Act,2012 prescribes that the cabinet Secretary for The National rreasury
shall take into account resolutions passed by Parliarnent in finalizing the budget for a given {inancial year. The National Assembly approved
the 2021 Budget Policy statement (BPS), and the 2022 Budget Policy Sraremenr on 4ll March, 2021 and 24d,February, 2022, respectively.

2' Section 38(1) (iii) ofthe PFM Act, 2012 requires the cabinet Secretary to prepare a memorandum explaining how the resolutions adopted
on the BPS have been taken into account. In this regard, the lollowing Section provides a brief to parliament on the extent to which the
resolutions ofthe House on the 2021 BPS and 2022 BPS havc been taken into account and the reasons thereof'.

e4l 2023 Budget Policy Stotement

No. Resolution Action takcn
A. Policl' Resolutions on the 2021 BpS

\o. Resolution Action tal(cn
I Treasury to develop a policy to enable thr:

rurproductive and non-targetcd ta,\ waivers
and tax breaks in order to protect revenue

The National
reduction of

To address the issue of non-targeted wai
developed a draft National Tax policy tha
The National Tax Policy Framework

vers, the National Treasury has
t will be finalized by June 2023.

will enhance administrative
efficiency of the tax system, provide consistency and certainty in tax
legislations and management of tar expenditure.
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No. l{csolution Action talicn
The National Treasury should restructure State Owned
Enterprises (SOEs) especially the highly indebted ones
who are unable to meet their operational costs with a view
to privatizing some ofthem in order to put them on a sound
economic footing.

In order to mitigate the fiscal risks among the State Corporations or State-
Owned Enterprises, the National Treasury will expedite restructuring of
State Corporations/State Owned Enterprises (SOEs) through amendment
to State owned Enterprises (SOE) privatization Act 2005 aimed at
reducing demand for Govemment resources and fhcilitate privatization of
SOEs. Additionally, the National Treasury:

i. Ilas established a High-Level Fiscal Risk Committee (FRC) at the
National Treasury with a view of identifying, evaluating, and
repo(ing and to a deeper extent proposing strategies for mitigaring
and tackling the same.

ii. Will strengthen corporate govemance of State Corporations
through the Mwongozo guidelines and subsequent training in the
area of govemance. This witl involve establishment and
operationalization of audit committees and risk management
frameworks for Covemment entities including State
Corporations; and

iii. Will utilize the Government Infbmralion Management
lnformation System (GIMIS) to oversight SOEs by ensuring the
Government has comprehensive and consolidated data on SOEs
to ensure timely identification. monitoring, mitigation, and
reporting of fiscal risks from SOEs. More rnodules are being
inbuilt to have a better chance of arresting fiscal risks in SOEs
bclirrc tlr materialize

4 The National Treasury to ensure that the bonowing
strategies contained in the BPS and the MTDS are aligned
in accordance *'ith the provisions olsection 33 ofthe PFM
Act 2012

The National Treasury has ensured consistency between the 2023
Medium Term Debt Strategy and the 2023 Budget policy statement.
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approved expenditure cci lings.

During finalization of the

Treasury should take into
ensure that these are adeq

budget estimates, the National
account the Pending bills and

uately provided for within the

B. Policy llcsolutions on thc 2022 Bl'S

The reforms on the revenue and expenditure side outlined in the 2023

SPS, *. cxpected to result in the reduction ofthe fiscal deficit including

granis tiom Ksh 833.9 billion (5.7 percent of cOf) 1-tly.nY 
2022123 to

i.sh 720.1 billion (4.4 percent of GDP) in the FY 2023124 and turther to

Ksh 826.1 biltion (3'6 percent of GDP) in the FY 2026127 ' This reduction

will result in reduction in the gro',th of public debt thereby boosting the

sltlon's debt sustainabilicount
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The National Treasury ought to prepare the B

Policy Statement in line with the debt ceiling'

The Nationat Treasury ought to amend the debt ceiling

to enable them implement the budget as proposed'

rationalize expenditure or implement revenue

enhancing measures.
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\o. Itesolution Action taken
tt 'fhe National freasury 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 benel-rciaries.

The National Treasury prepared and submitted to parliarnent an anlrual
performance report on thc perfonnance of the Credit Guarantee Scheme
on 30u' September, 2022.
In summary. from December 2020 to 30th J:urire 2022, CGS disbursed a
cumulative value of approximately Ksh 3.9 billion to 2,490 MSMEs,
across 46 Counties and I I sectors of economy as reported by the banks
though the Central Bank of Kenya. All the three sizes of enterprises
(micro, small. and medium) have benefitted frorn CGS facilities issued
where small enterprises received 1,501, medium enterprises received 381
while micro enterprises received 608. l'he enterprises owned by women,
youth and persons with disabilities (PwDs) received 20% of the total
number of guaranteed facilities that had been disbursed. Women
beneficiaries were 327 , youth beneficiaries were I 64, while pwDs were
9. The beneficiaries ofthe CGS so far suppo( a minimum of l3,901jobs.

9 The National Treasury, Kenya Revenue Authority (KRA),
Commission on Revenue Allocation (CRA) and the
Council ofGovernors should fast-track the development of
an integrated County Revenue Management system for a
unified revenue collection system fbr all counties. l'he
CRA should fast track the development ol modet tarilTs

their ownancl ide counties to devclolic1n

The National Treasury, KRA, CRA and the Council of Govemors will
fast track the development and implementation olthe integrated County
Govemments revenue management system to ensure that the County
Govemments use a uniform system that seals revenue leakages and
provides value for money invested in it.

10. For effective and smooth implementation and management
of this school feeding programme, it should be fully
transferred and domiciled in the National Council for
Nomadic Education in Ker.r ll ACONITK

e National Treasury has transferred allocation lbr School Feecling
Programme to the National Council for Nomadic Education in Kenva
(NACONEK) as resolved by the National Assembly.

'fh
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Anncx Table .la: Summa of Ex enditure bJ" Pro filnlnles h Million)
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Annex Tablc .la: Summarv of Ex nditurc b Programmes Ksh Nlillion)... Contd
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Anncx Tablc 4a: Summary of Ex enditu rc Programmcs (Ksh Ilillion ...Contd
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Annex Tablc 'la: Summan of Expenditure b Programmes (Ksh Vlillion)... Contd
Pdtrted audeel E3llnL.t.t 2025/2,6r01tl2l0
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Annex Table 4a: Sunrma ry of Expenditure by Programmcs (Ksh Million)... Contd
PrirtedBu Edimates

0PSCeil
3 2023 'I 20:.1 l5 2025 26
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Annex Table ,la: Summan' of ExP enditure Pro rammcs (Ksh Million)... Contd
BPS Ceil

PrldedBud8el Egti ate!
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,\nnr:r 'l'ablc {a: Sumnrr of I!,xpenditurc b!' Programmes (Ksh Nlillion).,,Contd
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Anncx Table 4a: Summary of Ex nditurc by Pro mmes h llillion)...('ontd
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Annex Table .la: Summa ol lix enditurc b l'rogrammcs (Ksh Million)... Contd
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Annex Table 4a: Summary of Ex diturc b1 l' mmcs (Ksh \'Iillion ...Contd
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Annex Tablc .la: Summarv of Expenditure by Progranmes (Ksh Million ...Contd
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Annex Table 4a: Summary of Ex enditure Pro ammcs (Ksh Million)...Contd
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r--^-A?,

rd/Action Taken/Rcsctl Wal'r'o n sr'Fonra
IssucsSector

The legislative arm of the Governlnent is rvorking to fast track the alignment

of the legal instruments
Legal instruments need to b
Kwanza Manifesto since the

e aligned to the Kenla
Medium 'Ierm Plan lV

rvill be anchored on the Ken a Krvanza manifesto

funded to move theln to digital platfonn
been given attention and is beingDigitization ol Government serv ices has

Thc security of land tenure is an issue tn

leading to cxclusion trom planning proce

recognition by the Government.
'lhe Covernmetrt need to enhance ICT integration

and digitalization of titling in the Ministry ol'

lands. This rvill hel curb cort u 1r()n

Kenya
ss and

A<klitional Fundins Requirclncnt

92 percent of Kenyan energy ls green pow

country one of the top in the world in
Governmenl will continue to invest in the

er generated energY making the

clean power generation. The

green energy Power generation

1eu to l0 000 Mtvsince there is a oteutial to

Adequate budget should be all
encrgy

ocated to the retleu'able

.l-hc 
Youth

l)roctrrctttcttt
have continued to benefit through Access to Govemment

mc is still on oln
I tl !'s AGPO and theAdditional funding should be geared towards the

on to the nelv Govemme ntouth durin the transiti

fherc is a persistent issue of commercial power

in informal settlements.

However, bulk power selling to these intbmral settlements through

ti"ny, Ro*", is an intervention that rvill be implemented to lnitigate

aorr"aaiut power losses and ensure reliable power connectivity in these

illeas.

losses ofup to 24 Percent
lnsecurity in informal settlements

shortages should be addressed.

due to power

ibnvard

SSllh c cccS ullbcc ilsha il lcatln1alll C )'tll-' dn 1't)PIIII sl Ic phasee'1 lt gr
e o rhllizat tlo i lhll sclltl CSent(lc o cl lllll1l)(; ln

The Youth should be involved and provided with

oltunltlL's to lllvcst lll lo ed Covemment

Energy Infrastructurc
and ICT Sector

tll 202i Budget Polic)' Slatcment

()tlrer (ieneral Issues

Pronoscd I nten ljnt ioos

I



Scctor lssucs Proposcd W:ry For-r'ard/Action Taken/Response
projects/programmes since they generate a lot of
income to the ICT Sectol and contribute to the GDP in
the long run.

in personal finance in the next phase to increase the impact it lias had lll

society.
The Government tlmough an initiative ofthe ICT Ministry has enibarked
on creation of online opportunities through provisiott of 20,000
computers to be utilized by the youth while doing their online jobs.

Over' 40,000 youth have benefitted tlrough the Government's free

digital skills learning programme ard registration is still ongoing.

The Youth Fund progtamme continues to be a huge success directly
impacting on the lives ofthe Youth

Mathare Slum which is an infomral seftlement area has

not been selected to benefit in Phase Il of the KISIP
Programme and should be considered to access

Governrnent services

The programme is funded by World Bank funds which has conditions that
must be met in order to be considered under the progran'tme. However,
rnajority ofthis informal settlement is under private land yet only those under
public land quali!. Going forward, a solution will be sought in collaboration
with Nairobi CiD CounD .

.limersing Priorities

Increased Intemet Connectivity The Goverrunent has rolled out a programme setting up 25,000 lree Wi-Fi
Ilot in Malkets and centres of learnin to su oft the Youth.

Uncefiainty on whether tlre Old
Project in Eastlands is irrcluded
programme going for-ward.

council Houses
in the Housing

Tlie Eastlands Regeneration project has already started. The Govemrnent has

emphasized on public participation in these social Housing projects and

communities must be part of this agenda as a priority in ordsr to build trust
between the Covernnlent and menrbers of the pLrblic

Other Gcneral Issues

Low absorption levels in some areas in the period
under review

Absorption levels were affected by the Covid l9 Pandemic

Pending Bills The sector is committed to settlement of pending bills in line with the existing
Government policy.

1ls I
2023 Budget Policy Statement



Fonvard/Action Tahen/ResPlo oscd W ()nsc
IssucsSector

PloDosed Interventions

. Samburu is within the offrcial tourism circuits

o The Sectol will find out why Narok is not amongst the ASAL areas
lnclusion of Maralal in Samburu as part of the

Tourism region and why Narok is not considered an

ASAL area
The crcdit limit is structured to grow as one borrows and repays from the

Fund over tine.
Concern about the limit ofcredit issued by the Hust

Fund - too little

Fund thal is expectcd to sofi out this problern.
A second line of credit will be launche d in February 2023 under the Hustler

Difficulty in accessing credit for the young peop

to the requirement of having guarantors and collateral

(the upcoming entrepreneurs). Difficulty in getting

guarantors. Since tnost young enkepreneurs do not

lc dLre

have ad oblessuate funds and the iue
hnl lenme n P rities an

State Depafiment for Cooperatives in partnelship

a proBramme oF leviving. all thc conotl ginneries
with other stakeholdels has

from the traditional cotton

areas.

Karachuonyo - cotton fanners: revival o

farming and processing factories
f tlie cotton

Yes, the Govemment is on a mission of popu

products but not intended to destabilize t
Instead. incentives will be created around

larizing the consumption oflocal
hose in the mitumba business.

the local apparel Products for'

the tradersvo lun switcli off from mitumba

Government policy on Miturnba business vis-a-v

buy Kenya build KenYa initiative
ts

RC llLI cd rhI (jf CEArrtb a5llo owtlStcren rhd De parthasa oneK tl)'
llle Ibc taS tcItD C T llllll cl'Ir el1 F- C ttS tnCCd 5 o

DRC and Somalia joining the EAC - Kenyan

concern

Security

The Counties Governments have been requeste d to plioritize on n.rental health

Ill l'l-lcslo
inadequate resources for mental health

l'ro Interaen DS

Health Scctot'

11e l
2023 Budget Policy Statement
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l'ro osr:d Wa Forrvard/Action Takcn/llcs ISClssuesSeclo r
The Ministry of Llealth is committed to ensuring equity and equality on

access, financing. infrastructure and Human Resource for Health to all

the 47 Counties.
The Ministry of Health will ensure allocation of resources is done in Iine

lramervorks.u,ith the existin lc

Ensure equity and equaliry in the allocation ol'hcalth
resources to the Counties

The Ministry of Health will continue to create awareness on the ro

LHC

ll out ofCreate awareness on UHC to indigents and poor

households
The Govemment has ring fenced and up scaled research funding for
KEMRI in the FY 2023124 and the Medium-Term.

The Govenrment is supporting the Kenya Bio Vax Limited to locally

roduce Vaccines and other Health ProdLtcts antl Techttokt lcs

Allocate more resourccs fol Research under KEMRI
and Vaccine Production.

tnd (lhanlc P rirrn

The County Governtnents have set up Rehabilitation Centers to deal with

mental issues.

The Ministry of Health is posting Clinical oihcers and psychologists to

the Counties to supporl and help address mental Iiealth issues.

The Ministry of Health is mainstreaming Mental Health into the PriI:lrry
llealth Care

lncrease in Mcntal llealth cases.

The Ministry will continually monitor the challenges an

measures to address the same.nc

cl pul irr placcMitigation to Challcnges brought about by Clirnate

Chan
The Governntent is Lrp scaling allocation to critical proglammes being

orted b the dcvelo ent CI'Ssu
Reducing support fiom the development partners

r net ll lssor
The level ofabsorption was affected by COVID - 19 pandemic.Low level of absorption of funds in the period under

revle\\
The Ministry is committed to seftlement of pending bills in line wt

oliGovel nmentexlstll
th thcHigh quantum ofpending bills including court awards.

Guidelines on FIF have been developed.Operationalization of Facility Improvement Fund

120
2023 Budget Policy Statemenl
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t

Pro osed Wrt I,'onvard/Action'Ialien/llcs llscIssuesSector
The County Govemment will be advised 1o prioritize engagemenl of
Community Health Workers and Community Health Voluntccls to

support preventive and promotive Health Care services

The National Government has comnritted to match stipends paid to

Comnrunity t{ealth Workers and Cornmunity Health Volunteem

lccrrr itetl Coun Goventments

Engagement of Conrmunity Health Workers

ProDosed Intrn enti0ns

The Government pays examination fees for all students including those

in private schools.

Private Schools also acquire books at tlre sarne price as public schools

The nature of support the Government can provide to

plivate schools.

The Government will follow up with Development Partners and the Pr

Sector on the establishment of a revolving fund to support Private schools

infrastructure development.

ivatcThe Govemment to establish a revolving fund at

concessional rates to support infrastructure

development for private schools.

The Govemment will assess the capacity gaps in informal settlements

implement measures to address any gaps identilled through developmcnt of
hensive schools.col,)l

artdLack of public primary schools and only lbur (4)

Secondary Schools in two wards in Mathare.

implementing CBC and stakeholders requested to await the final report on

the way forward.

The Presidential Working party on Dducation is reviewing tlre cost of
lnvestment in Junior Secondary should be isolated

as a Sub-ProgramIne.
Measures being taken to address high cost ofCBC
for learners in informal settlements.

A consultant was engaged to work on lhe unit cost of education. The report

ofthe consultancy is ready and will be considered for implementation'
Why funding to schools is not based on per unit cosl

and how to determine the cost.

The Research [;ttnd is implemcnting nleasurcs to increase its irttctttrt

eraled resources to support research activities.

lll
gcll

The Govemtnent is implementing open learning initiatives to illlprove access

to quality education through technology
Consider irnplementation of open lealning to attract

more studellts.

Iducati0n Sector

Drl 2023 Budget Policy Statement

Increase Research allocation by at least 2 percent.
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Forrr artl/Action'f aken/ResWaI'ro ons(j
lssucsS(jct0r

The Sector will consider providing disaggregat

available

ed data where such is
The data provided in the Sector Report are not gen

disaggregated including on Free Day Secondary

Education.

clct'

The Govemment has allocated resoutces tbr
schools. In addition, the Ministry will be engaging NG-CDF to support some

of the infrastructure needs.

infrastructurc dcveloPment lbr
The implementation ofJunior Secondary school is not

clear including infrastructure needs such as labs.

'[he Govemment has doubled allocation to school feeding programmc to
Funding to school feeding programme

continuous thus increasing dropout rates. What is the

strategy to bridge the tunding gaP.

is not

The Govemment is implemcnting PPP arrangements espec

construction of hostels for students

iallf in higher

education through
How to implement PPP arrangement in thc Education

Scctor.
The Government has established Vocational Training Centers to facilitate

acquisition of life skills to address tltis challenge.
What happens to children who don't transition lrom

Prirlary to Sccondary schools?

The school feeding plogranrlne is currently being irnp lenrented 1'ol public

schools only.
School feeding Programme does not consider private

schools.

The larv only recognizes private and pu

however assess the need and establish pu
blic schools. The Government will
blic schools in informal settlcments

to address the challenges identified.

How has thc Ministry considered funding for AB
(Schools in informal settlements) schools?

hl'

l'he Sector to assess the extent to which

allocated resources and liaise with the National Treasury to cater for the

deficits

these witl be addressed bY the
Operationalization of the new Sub-Counties

which have been Gazzetted.

Improving the welfare of the National

Coverntnent Adrninistration Officers to address

issues suclr as dilapidated offices, mobility of the

officers etc. to enhance services lo the rr [r lic

Governance Justice Law
and Order

123 |
202 3 Budget Poliq' Statement

Adrlitiontl l'untling rcquiremcnt

address these challerrges.



Srcttrr Issucs Proposed Way l'onvard/Action'f akcn,/Rcsponsc
Allocation of adequate resources for Altemative
Dispute Resolution, including mediation to ensure
reduction in case backlog.

l'roDoserl Interlentions

Development Projects negotiated by the World Bank
to be incorporated in Sector Budget proposals.

The detailed Seclor Budget Proposal contains all projects approved for
funding, including the ones funded by Development Partners.

Grant prosecutorial powers to other Independent
Commissions to allow them adequately implement
their mandate.

The Prosecutorial powers are a preserve of the OfIice of the Director of
Public Prosecution as stipulated in Article 157 ofthe Constitution.

In view ofthe incrcased abuse ol'drugs and other illicit
brews among the youth, licensing fees to channeled
towards increasing/rnaintaining the Rehabilitation
Centers

The Ministry of lnterior and National Administration has formed a tasktbrce
to review the current slate of affair and propose refonns which are expected
to also address matters raised.

Improve public services at the National Registration
Bureau and Civil Registration Bureau and address the
issues ol bribery.

The State Dcpartment for Citizen Sen,ices is in the process of implementing
a new system which will ensure that every individual gets a unique identifier
at birth to reduce the number of documents issued by the respective
departments to improve services and reduce human intervention which
results to cases oi bribery. All applications are to be done online

Reformed ex-remandees to be properly
reintegrated in the community by offering them
employment opportunities in Government
lnstitutions or collaborate with the Private Sector
to prr.rvide the same.

lncreased number ofrefugees in the Country to be
addressed.

The Ministry of lnterior and National Administration has formed a taskforce
to review the current state ofaffairs and propose reforms which are expected
to also address matters raised in the Public Hearing Forum.

t24l 2023 Budget Policy Stalement



Pro \\'a l'onrard/Action Tlken/Res St
IssucsScct()r

Operationalization of the Public Benefits

Organization Act,20l3 which repealed the current

NGO Uoard
The State Depa(ntcttt for lnternal Sccurity

beef up sccurity' in thc area antl liaisc ri ith
and National Administration will
the Mirtistry ol'Energy to addlcss

the connectiv ity challenges

Address the rising insecuritY tn

exacerbated by lack of electricity. through liaising

with the Ministry of Energl' to ensure most houses arc

connected to \\ CI

l5N'latharc thilt

Prrrnosed Intervenliotrs

The Govcmment is expanding lluduma centers

collaboration with Constituency Development Fu

din

clll tlll()C't'h(ltl
u cc S .l't'

L'It5the bu ()C r.l t1 b1.'t()1lt a arg\c hen t() ardsOIk Pan
arcsr' ASI1o n thothel'll\ crad c oal b Cc o.t02l

in all sub-countics in
Not enough Huduma Ccnters iu comp

numbL'r ol'ttsers who necd tltc scl-vices

plan to build rnore centers in intbnral settlement

arison to the

. What is the

hallcc II rities a

sectors after the internshi

lbr
S ltcthc011 bbe I] s rrlkcrlI) )'nl: LIunteefldi ltenlln hS cvp

.,
'l-hcu

J l1u c 0h tlilcc rhuP tr c ng by'cf\SIor targetcntl)epartn]
llcilrlrrDelr1' Sc il cc (Jtlt' t)II pcc t)LI lireIr cdll rh Pattoterla be b parlu Pp

l) crtUthcUCilI]cll1 PPctllu() lr 5thll P o))'
chth tl lr \ls cll crn hole h 5 uIhe glar)lll il ab c p propU rpos

xlcb iltllc rltl lre ue1 bs(lh.^ them pr1() l)enceil rk -tllexpenpractrc

Govemment needs to have a clear structure w

after youths are done with the public service

internship, they can get absorbed in the Covernment

agencies

lrerc

The oITice of the controller of Budget takes

Budgets are prepared and requisitions are made based on those projecls' Al

the iolnt of icquisitions, budgets are used and cannot bc denied if it was on

the work plan after which M & E is done to follow up on the projects from

the ground. Thc office of the controller of Budget did conduct a review and

mad"e the reports to the County and are waiting lbr a proper response lionl

them.

the issue of ethics very strictlY
The office of the Controller of Budget has

accused in engaging in corruption by authorizing

transfers fund to the Counties for non-existing

projects.

bce rt

Public Administr:rtion
and lntcrn:rtional
llclations

12s I
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Sector lssucs Propusetl Way liorrvard/Action'l akcn/Ilesponsc
Reducing or merging foreign missions to reduce the
expenditure.

Kenya has a thin footprint when it comes to lbreign missions. The missions
are established based on a clear criterion that is strategic to the econonry of
Kenya. There is need to expand thc missions.

()thcr General lssucs
What is the use ofthe budgeting and setting aside
funds for public participation if the Government
cannot even provide tea for the public participants'/

Austerity measures has hindered the serving oftea as has been in the past

Social Protection
Culture and Recreation

Ensure equity and equality of Cash transfers to the
Elderly and Persons rvith Severe Disabitity.

The State Department of Social Protection ensures equity and equitable
distribution of cash transfers to the Elderly and Persons with Severe
Disability.

Cater for Mental I'lealth
Disability.

issues lor pcrsons witlr The State Department of Social Protection is collaborating with Ministry of
Health and UNICEF to address Mental Health issues lbr PwDs.

Resource Gaps The resource gaps are as a result of the tight fiscal framework as a result of
tough econonric times following the Post-COVID-19 shocks and the Russia-
Ukraine War that necessitate the limited to resources to be redirected to
essential activities and programs. Nonetheless, the Sector will explore other
measures to bridge the resource gaps and fulfill its mandate.

Whctlrcr therc is a lirnd to llcilitatc
organizations dealing with youth progranrmcs

yo Lrth The Govemrnent works with youth organizations within the normal
budgeting and programming lor synergy of efforts, however, Department is
working on the Youth development index Io inlorm investment in youth
matters.
The Departlnent will explore altemative funding channels.

Concems were raised on the minimal funding for
youth programm€s and impact.

Department has embraced collaborations with donors and will seek to explore
Public - Private Partnership to enhance youth program investments and
outcomes,

t26l 202 3 Budget Policy Slotement
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nYard/Acti()n Taken/Ressod wPro DSCFolssuesSector

However, increase role of private public partnerships (PPP) and donors in

delivery of programmes is encouraged

directorafu rhu oc ialrCSSaddotc \oahastlc edgedrle ) pS tnte parlm
cls l)no orhe illlrba 5tld!ln u stancebIIetl drucnnld eC\ ct. tar_qll ADC\h llstrcsl_5ccllenCo c rrllllCIothtll lgla onoc abo

Low investment in crime preventive measures

mitigation, that is more in educating youth not to

engage in crime than in the expansion of prisons (that

is to enhance youth social protection).

than in

['ronoscd Itrtcn ttttions

Under the National Social Protection S

for thc poor and vulnerable households.

to sign the Data sharing protocols that

ecretariat tliere is MIS that has data

Anyone requiring the same data has

are enshrined in the Data Protection

Act, 20 19, lbr them to be able to access the sante'

Protection of data for
members of societl .

the poor and vttlnerable

This is taken positively and neccssary action w ill bc talicn to ensure thal tllc

limitcd rcsotrrces are bcst trlilizcd.
lnternal Audit and streirmline of officc Lrnits

biitir

lttk c oand orla orallr lIthirs c()ollY rhetlln olTh tate (l cPa
b c illcol !.hcllll\1 bersf) ils pussoncull I cl'l:)il itlon C () t\h \
cslto orturct))ellrog unt0 PP-)hthttsuleell ppercecoU cdcn rilE

t':()tltl I)1l S bsiI orbecov clltlil t-oc ss 3 b),cdllr a S llnl inslreall(; o
living witli disabilities

Empowerment of PwDs

t11.,

affirm

TIo ntl !_5ct11 tn o[".nrIIKe Y rrth() PPtl erh l) )lnl clll eIS Vac nc ngt) ppartrn
il osc)Y itr.rtlr tecll c 5 bsc ourhabclluka iln JP t. fva

d ulhslafi u5 iltll'tb tl\tr 5lncdliur 5 gros cac 5 Po create b()uco etl lngcn b1.lfag
dstirnxct! nEI atand otltlr t)UtrF duII St EIt llcfrom

What the Deparunent is doing to address yourh

ernployment

Implementation of KenYa Youth
however. consideration to lonnul

Developmcnl Policy, 2019 is ongoing,

ate the talent idcntification and tlurturing

policy rvill be rnade.

Whether there is a youth talent identi fication and

nurturing policy

/
,.1

121
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Sector Issucs I'ro Wlt I.onvard/Action'l'akcn/Res onse

Whether there is a documented criteria for identi$ing
youth talents

The state department for youth affairs has formulated lalent and innovation
tools for identitlcation and nurturing.
The Government is in the process of establishing National youth innovation
and talent awards scheme

There is need to diversi! talcnt search to ilclude other
fields besides sports.

This is being implemented thlough implementation of -lalanta Hela which

will target divcrse talents.

Enrersins Priori antl Challcnges

is the Sports Talent Research to be conducted in the

MediLrm Term and what are the linkages between the

Sector and the training and research institution such as

Universitie s?

The Kenya Academy of Sports' mandate is talent development and capacity

building ofsports technical personnel. They also promote research and talent

research in sporls. This is donc during the medium tenn plan. Kenya

Academy of Sports works with sports federations both local and

intemationall dcveloplnent partlters; Universities and research institutions to
out tlte neces research l0 illt)s

Gainful Youth engagement in climate change

mit tion and ada 0r1.

Ministry to work closely with the Ministry of environment to ensure youth
nfull ell c in climate cha c Dl ltl on and ad ion etlorts

Establishment of a fund to facilitate Community
Based Organizations engaged in youtlt programlncs

such as mentorship and coaching e.g. to resist drug and

substance abuse; gambling

To ensure that there is provision ofsame in future as well as to link the CBOs
to the SAGAs mandated to deal with the issues.

Gambling and Befting as an emerging issues facing the
youth

The Betling industry jusl like alcohol and cigarenc industries have a

negative impact on health or society and are also revenue generation

activities. Horvever. the responsibilitl' to instill disciple and give
guidelincs on the betting companies is domiciled in the State Departmcnt

for Interior under the Betting Licensing Board and the sectot'through the

State Departments for Youth Affairs and Sports and the Art will
collaborate witlr the Statc De ent oflnterior to nrake sure the eflects

12s I
2023 Budget Policy Statement



it.

Prtr \\u Fonvard/Action'l'aken/Res It5eIssucsScctor
ofthese activities on youth is captured in their regulat ions and addresscd

accordin

State deparlment in collaboralion with other state actol's and developlnent

partners has developed an elabolate schenre/ptogratnme that is all

inc lusivc

lnvestment in talents search. rvhich is to be divers

to inclLrdc other talenls strclt as lilnting anlong olhcrs
illcd

This u'ill be part ofthe innovation and talent developnlent and ntlnurillE

s allthat enconr
Development ol electronic games/sports

nit has been established lo deal with these issues

There are programmes in ptace. The Department will
Ministry of environment to cnllance delivery of thc

work closely with the
programmes. Climate

cLl

Youth involvement in climate change mitigation and

adaption actions for job creation

The areas is covered within the innovation and lrlcnt idctrt illcat io tl artd

lDt)19s.l)r.lnu n
What the Ministry is doing rvith regard to e-sports

develo mcnt to ensure c in itouth itain tu ll erl

The areas is covered within the innovation and ta
nles.nufturin l()

lent identification and
Whether there are programmes on video- gam ing.

The dircctorate of entrepreneurship has programm

in the agribusiness and value chain, specifically
grouping them into Sacco for benefit from

e to identif and link youth
to identily their need and

incubation, aggregation,

economies ol'scale

To enhance agriculture value addition programming

Othcr (iencral 5r ll ts

State department has full pledged directorate to address youth social

development, tarBeting awareness creation on effects of FGM, drug and

substance abuse, crimes among others.

What the Department is doing to protect youth against

Female Cenital Mutilation, garlbling among other

contemporary issues affecting youth.

To organiz-e one in the near titture under the leadcrship ofNational Youth

Council (NYC).
To organize youth leaders retreat to help theln bond

and complement each other instead ofcolnpeting.

Kenya Youth Employrnent Opportunities Project, vijana vuka na A

offering market specific skills raining to bridge the gap thus increas

fya
ing

youth employability

What the Departrnent is doing to address youth s

mis-match and link to market oriented skills
kills

12el 2023 Budgel Policl, Statement



Sect0r lssucs l'ro oscd Wl Fonvard/Action Takcnfl{rs {}tISt
Whether lhere are scholarships offered to tlre
vulnerable youth to assist them access training.

Under KYEOP and VM prograrnme the stato department provide
subsidized trainings.

Children involvement in Government activities Kenya Children Assembly (KCA) is a forum for children that bring children
together and have thern involved in the budget process and respective
programmes. Children are continuously engaged through their
representatives from the respective county KCA members.

MND liarrovork The Children Act came into force in 2022, we arc still in the proccss of
developing the necessary processes and framework which include MND
Flamework.

Violence against children ard the boy child concern. A National parenting manual is under development by Directorate of Social
Deve lopment which shall be shared within the implementation timefr.anre of
the Medium term fbr inputs.

,\rkl itional fu ndi ng rcq uirrnrcnt

lncrease allocation for rvater supply in the North Rift
Counties of Baringo, Samburu, West Pokot, Elgeyo
Maraket and Turkana.

'Ihe Govemment has invested in construction of various dams in the North
Rift so as to supply water lbr both domestio use and production. The projects
include Sioi Muluny. Chemususu and Yano dams among other water

ro ccls
Enhance allocation to water harvesting by providing
tanks to rural households.

Roles are shared befween the National and County Government and the
suggested intervention is taken by County Government while the National
Govemment invests in water harvest

Enhance allocation towards hurnan wildlife conflict
compcnsation and inclease the number of animals
coveled.

Allocation towards hurnan wildlife conflict compensation has been a strategic
intervention but Government is exploring use of lnsumnce. Further., the is a
lot ofinvestment in mitigation measures including construction offences and
hirin lolIan s lor

Environment Protection,
Water and Natural
Resourccs Sector

scd In(cn cnti

l3o l

'!::
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through construction of dams.



B
v)

e-

c{\
ca

a

?at

q

-o
E

bo

oo
DO

-q

o
=

o
O

o

z
a.)

-

ao'o

Eo.o

a

-g
J)

a_l,

a

-tr

'a

E

,a

_c

o

|:
aE

c

cl c
c3

o

.'
a

a
,:
a

a
o-
-o

Q a

oo:
+6

c:c,

e.

(!q

=a

a-I

E7
Ho,

E0)

0)

o
e'

-
c-

e

:-)

e

=a

C

a

=e

\

a !
I

!-9

d -Er

o6
c00

rF

cdci
-a

o)9

",=:i:

= 
6.)

a) .:tr,

!.

o

e

a

a(,

Q
-c

z

?

,o

-o

a a(,

-a
a!

I
a

a

tr

&

a

z
a
O

'a
a

/.

c6

F

a

'a

-a

?
cri

-9

_3c-
o

Eo
o0

a
o

o

o
&

-ootr!z 9
.2c.A
E o-

E d).Yo!:

=829 a-o
.9oU\J 

=-o>-: E

=9c
'o6roc a-c
E:_c
E6tqio:

< dt
.: q- a,

t

-D

a

_o

ao

o

--.)

o

z

a

'o
=

c
O

o
U

Soo
e.='= -!.

o'O

adOca

oo.::

tro-

UE

>o,JC
-o
"^ t)
'=o
/: o- C

a

c
tr

t

o
a-

_g

=
,
c
c
o
o-

3

o

a

€

oc

o>

q)=
c..!-
E-,)-
:e

?p-

g)=

?t,

Noo

E
o

E

a



Anncx Tablc 6: Public I'ro als and Comme nts on thc 2023 llu ct Poli Strtcmcnt
SECTOR,/POLICY
AREA

PROPOSAL/CO}T }'IE N'I- \\,\\' [olt\\ .\ lU)i.\c l lo\ T..\Kt:\/lU,- sP()\sE

'l'he Govemment expenditure budget is projected at Ksh 3.663

trillion. The Government plans Io undertake a Bottonr - Up

Economic Translonnation Agenda geared towards economic

turnaround and inclusive growth. Special fbcus will be placed on

increased employment, more equitable distribution of income,

social security rvhile also expanding the ta-\ revenue base, and

increased loreign cxchange eamings. As part of its economic

tumaround plan, the Government will scale up revenue collection

efforts by the Kenya Revenue Authority (KRA) to Ksh 3.0 trillion
in the FY 2023124 and Ksh 4.0 trillion over the medium term. In

order to achieve this, the Govemrnent will undertake a conibination

of both tax administrative and tari policy reforms. Section 2.4

provides details of the reforms that the Govcmmenl lvill implement.

M-pesa users, Iandlords and consumers ale anlong the biggest losers in

President William Ruto's KSh 3.641 trillion budget that seeks to introduce

new tax measures and end state-funded subsidies.
'l'he Covernment will integrate the Kenya Revenuc Authority (KRA)
infomation technology systems with those of telecommunication

companies such as Safaricom and Airtel to monilor customers' mobile

money transactions and nab tax cheats. This will offer the authority

unrestricted access to taxpayers' bank and mobile money accounts as paft

of the efforts to catch tax cheats and improve rcvenue collection as its

targets continue to rise. In addition, among the winners arejobless teachcrs

who are expected to fill 30,000 vacancies in an anticipated recruilnent
drive, farmers who will benefit from an extended fertilizer subsidy,

security o{ficers who will see their perks improved and traders as the

Government steps up disbursement of the Hustler Fund.

Bottom - Up Economic

Transformation Agenda

to Promote lnclusive
Growth

Government will strip Kenya Power of the role of implementing big ticket
projects aimed at expanding electricity reach to let the firm only carry out

its primary role ofbuying and selling electricity. 'l'he Goverrunent will take

the drastic step amid inefficiencies and role duplication in Kenya's energr

procursment, generation, transmission and distribution, rvhich has led to

high porver costs. The move is the latest among many reforms that have

To improve reliability and bring down the cost of power, the

Government will delink development initiatives from the Kenya

Power and let the company to operate on cornmercial plinciple. A
policy, regulatory and financing framework for off-grid
community-owned development projects (mini and micro-grids)

will be instituted.

n2l 2023 Budget Policy Statement



WAY FORWAI{D/ACTION TAKE \/l{l..sl'o\sl
PROPOSAL/COMMENTSECTOR,/POLICY

AREA
been proPosed in recent Years to improve the financial health of the

comparly that is mired in debt
To support thc aviation industry

turnaround stratcgy fbr f.nYu ,t
ihc Covcmment u'ill dcveloP a

irways. A critical plank ol'this

strategy will be a financing plan that does not depend on operational

support from thc exchequer beyond Decernber 2023'

The Govemment is pledging to develop a

stop using taxpayers' money to support the operations of the loss-making

Kenya Airways (KQ) by the end of Dccember 2023 The cash-strapped

national carrier has been relying on state bailouts to repay debts including

to aircraft lessors

financing plan thal rvill scc it

is the rnajor factor driving tlrc prolif'eration of slums '['he

Government plans to close the housing gap by facilitating delivery

of 250,000 houses per year' To realize this, the Governnlcnt will

implernent policies and administrative rcforms to lower the cost of

construction and improve access lo affordable housing finance

while creating jobs and entrepreneurial opportunities to all

Kenyans. As part of the process, tlre Govemmenl will reslructure

affordable lotlg-lerm housing finance scheme, including a National

Housing Fund ancl Cooperative Social Housing Schemes that will

The cost of housing is a hear;- burden to rnajo

uarantee ol'f take of houses from developers

rity of Kenyans and
'l he Government has sct its sights on an anl

and mortgage market with a plan to bring down the cost of mortgagc

instalments to just KSh 10,000 a month' The move is centred on

guaranteeing buyers for developers of homes constructed under the

iffordable housing scheme. By assuring takers of affordable homes' the

Govemment is betting on the intervention to gror'r'the number of mortgage

accounts in the country lrom 30,000 to one million b5'trimming financing

costs.

bitious overhaul ofthe housing

Accelerating transition to electric vehic

in terms of contributing to Kenya's emission reduction

commitment, cheaper transport, and leveraging on the large local

and regional motorcycle market to build an electric vehicle

rvillrcinforce Governmellt's efforts to achicve grecn

les is a win-win proPosition

industry. This

electric vehicle charging infrastructure in all urban areas and along the

highways from the next financial year as it hopes to supplement the private

sector's bid to accelerate e-mobility. The Government rvill intensi!

Stut. to brild highwaY car charging hubs. The Govemment r'r'ill build

national connectivity through road, rail. port, energy and fibre-oPtic

133
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WAY FORWARD/ACTION TAKEN /ITESPONSE
PROPOSAL/COMMI\TSf,CTOR/POLICY

AREA

macadamia nuts); and boost tea value chain (

Govemment will: provide al'fordable rvorking capital to t'armers

through well-managed farmer organisations; deploy modern

agricultural risk managemenl instruments like crop and livestock

insuranc" schemes, cornmodity market instruments and price

stabilisation schemes that ensure farming is profitable and income

is predictable; rransform two rnillion poor farmers fronr fbod deficit

to surplus producers rhrough input tinance and intensive

agricultural extension support; reduce dependence on basic food

imports by 30 percent (domestic oil crops production fiom 5

percent to 25 percent, rice from l8 percent to 40 percenl); revamp

underperfomring and collapsed expoll crops while cxpanding

emerging ones (coffee' cashew nuts, pyrethrum, avocado'

policy, legal and institutional

environment for agricultural

relbrms to Provide an enabling

productivity. In particular' thc

blending & branding).

n"* p.og.a,r*"t; therefore the need to assess

design going forward.

their irnpact to guide their

fforts to address these challenges

facing the youth and the MSMEs have yielded minirnal impact To

empower the youths and support the MSMEs, the Covernment will

unJertuk. dclibcrate etTorts to leveraging on the existing broader

youth empou'erment and development infrastructure that support

various facets of youth agenda in Kenya'

Over the years, fragmented e
On increasing access to credit by Micro' Sma

there already various interventions inoluding Uwezo Fund' Youth Fund'

and Women Enterprise Fund, and more recently the Credit Cuarantee

Scheme. The new Goverrunent has introduced the Hustler Fund whose

objective is to correct market failures. 'Ihe Budget Policy Statement should

be clearer on how these separate funds will work together and fit into the

broader objective availing credit to

Covernment targetinS to borrow more from the domestic market rvill

tion as flnancial institutions prefer lending to

ll and Mcdiurn LnterPrises.

increase comPeti thc

MSME. Moreover, having the

l3s I
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SECTOR/POLICY
AREA

t,tt( )Pos..\Li ( ( )}l \t []\1' \l'AY IORWARD/ACTION'T,\KIN/RISPoNSE

Government thus exacerbate the already tight financial conditions to the

MSMEs.
Special focus will be placed on the implementation of the Hustlers

Fund to correct market failures problems at the bottom of the

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

The Govemment will also foster an enabling environment for
thriving of MSMEs by reducing bureaucracy and regulatory costs,

ending regressive taration; enacting right to work law, among other

interventions. In this regard, the Government will deploy a credible

macroeconomic framework and growth strategy to strengthen

extemal creditworthiness, enabling Government to borrow cheaply

extemally and end crowding out ofprivate sector from the domestic

credit market; Ieverage on Kenya's well advanced SACCO systern

to develop a tier three financial system that will facilitate
disbursement of alfordable cledit through the Hustlers Fund to
cushion those affected by the current predatory lending interest

rates e.g. market traders, boda boda.

On housing, the previous administration introduced the Kenya Mortgage

Refinancing Company (KMRC) but still failed to achieve the target of 500,

000 housing unils over a five-year period. Therefore, a target of 250,000

houses per year maybe too ambitious especially because the proposed

policy interventions are not new. Also, the 2023 dra{l BPS is not explicit
on unique approach and strategy to adopt for the targeted housing units to

be achieved.

To realize the target of 250,000 houses, the Government will
implement policies and administrative refonns to lower the cost of
construction and improve access to affordable housing tinance

while creating jobs and entrepreneurial opporlunities 1o all
Kenyans. As part of the process, the Government will restructulc

affordable lonS-term housing finance scheme. including a National
I{ousing Fund and Cooperative Social Housing Schemes that will
guarantee offtake ofhouses from developers.

136 |
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W,AY FORWARD/ACTION 
-TAKEN/Rtr SPO}'S['

PROPOSAL/CO]\I1\IENTSECTOR/POLICY
AREA

ol universal health coverage, the

Govemment has increased allocation to the health sector by Ksh

31.5 billion in the FY 2023124. Allocations to the sector will be

increased over the medium tenn to Ksh I 73. I billion in FY 2025126

from the estimated Ksh 122.5 billion in FY 2022123.

In addition, tlre Government will invest in prirnary healthcare

system through establishntent of stakeholder rmanaged primary

health care t'unds as strategic purchasers at each level4 facilityl and

establish and operationalize emergency medical lund and establish

a fund to bridge the financial gaps in the wake of diminishing donor

funding in support of key programmes including HIV/AIDS, 'lB'

Malaria. Rtl/FP, Vaccines and Nutrition

To support attainmentThe draft 2023 BPS also identifies NHll- as a ve

the health sector towards achievement of Universal Health Coveragc

(UHC). However, without exchequer funding, NI{IF may not have

adequate funding to anchor UHC. This then calls lbr refoms on the

structure of NHIF because many Kenyans are not able to consistently

contribute into NHIF.

hicle lbr policy retbmrs in

The reforestation programme by Government t

of Environment. Climate Change and Forestry is collaborating with

the County Govemment ard oGer stakeholders both local and

foreigrr, which includes the youth, women Sroups, civil societies

hrough the Ministry

and religious organizatiou

It's a constitutional obligation lor the Govemment to

safer environment to its citizens. The planting oftrees spearheaded by the

Ministry of Environment, should collaborate rvith women groups, civil

societies and religious organizations and political parties'

deliver a clean and

As pan of its inclusive strategy, the Goverrunent w

Provide financial and capacity building support for women

through the Husllers Fund for women-led co-operative

societies, chamas. merry-go-lounds and table banking

initiatives and protect them from predatory interest rates

charged by unscrupulous money lenders;

iil:
Kenya has improved so much on women lnvo

national debate and govemance and its becoming better as we go along'

But we are still far from it. Women are still by far excluded from

governance and political institutions engagemenls and decision makings'

'fhe Govemmenl should provide flnancial and capacity buitding suppotl

for women through different platlbrrns in dift'erent groups such as

Maendeleo ya wanawake, women leag

lvement/participation in

ue ln parliament, county assemblies

1371
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SECTOR/POLICY
AR[A

PI'oPos,\l_/( oltlIE\t' WAY FOIIWAIID/ACTION TAKEN/I{ESPONS}]

and women caucus in the Political Parties Political Partics. Well as tlre

Govemment endeavors to empower wornen economically, the women
platforms will complement in the most needed civic education part which
is a prerequisite for the effectiveness ofthe economic boost to women.

ii. Implement the two+hirds gender rule in elective and

appointive positions in the public sector within l2 months

after the elections including 50 percent cabinet positions for
women and increase the number of, and personnel at, gender

desks at police stations;

iii. lncrease funding for the Anti-Female Genital Mutilation
(FGM) Board and fully implement the anti-FGM law;

iv. Establish a social welfare fund for Kenyan women working
abroad to provide a safety nct for distressed diaspora

citizens; and

v. Take administrative measures to ensure 100 percent

enforcement ofthe spousal consent legal provisions in land

transactions to cushion women and children from
dispossession of farnily land.

Under the broad provision of the first chapter on economic recovery and

inclusive groMh, govemance is underscored as one ofthe areas ofprioriry
areas. This is very encouragingl however, the BPS should include all
governance, justice and law organisations. We note that article 59

commissions that seek to support oversight for the respect, protection and

fulfilment of human rights, namely the Kenya national commission on

human rights (KNCHR), the national gender and equality commission
(NGEC), the Commission on Administrative Justice (CAJ) have remained

underfunded. Their budget allocation has been declining over the years,

leaving them with resources for salaries without money Io monitor and

The GJLOS sector is principally engaged in maintenance of Iaw and

order, expansion and accountability prograrnmes, security

coordination, provision ol'secure Government doculnents provision
of correctional services to offenders. enhancing the integrity and

access to population rcgistmtion , immigration services and refugee

management, installation of surveillance cameras in major cities.

expansion ofpolice training colleges, representing and advising the

Governrnent on legal matters, and the roll out of national legal aid
services to indigent persons, registration and regulation of political
parties, provision of prosecution services, protection of witnesses.

1381 2023 Budget Policy Statement



WAY FOITWARD/ACTION TAKEN/IItrSP ONSI!PII,OPOSAL/CoVIMENl'SECTOR/POLICY
AREA

fighting corruption and economic crimes, promotton an

of human rights and fundamental fieedoms, conduct of elections

and delimitation of electoral boundaries, deliverT of justice,

promote and facilitate the independence and accountability of the

Judiciary and transparent administration ofjustice. promotion of

gender equality and lreedom from discrimination, monitor and

investigate policing operations affecting members of the public

among others.

In order to implement the prioritized programmes under the MTEF

period, the Sector has a total allocation of Ksh. 229'8 billion, Ksh'

242.4 billion and Ksh. 252.8 billion for FY 2023124, FY 2024125

d protection

and FY 2025126 resPectivelY

respond accordingly. Other institutions rvith lirn

witness protection agency, which is helpf'ul in protecting people testi!ing

on various criminal activities, including economic crimes and acts ol'

corruption that continue to affect our growth. GJLOs should be accorded

with increased resources allocation to enhance govemance in Kenya and

support inclusive Srowth politically. socially, and econotnically'

ited lunding include the

Generation capacity and total clectricity connect

increased considerably in the recent 1'ears, electricity in the country

remains expensive and unreliable. One of the key contributors to

both the cost and quality of power is the aging tratrsmission and

distribution net\,,,ork. The investment required to upgrade the

network is considerable, more so in the difficult financial situation

that the country is in. 1'o irnprove reliability and bring down the

cost of power, the Government will:
i. Mobilise t.he resources needed to revamp the transnrission and

distribution netrvork and accelerate geothermal resources

ions have

developrnentl

On electricity, by end ol 2021, the Government

palhrvay for reduction of the cost ofelectricity by 30%. Thcrefore, specitic

policy measures by the Government should be considered to reduce tlrc

cost of electricity to spur thc manufacturing sector and other important

sectors ofthe economy. This will cata.lyse the attainment of the econotnic

recovery objective.

had embarked on a

:
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PROPOSAL/COillME\T WA}' FOI{WAITD/ACTION TAKEN/IIESPONSI

ii. Develop Liquified Natural Gas (LNG) storage facility in

Mombasa, with a view to phasing out healy fuel oil (HFO) frorn

the power generation portfolio. This will also contribute to meeting

Kenya's emission reduction commitrnents; and

iii. Enibrce tlansparency and public accountability olthe electriciry
sector requiring thc Energy & Petroleum Regulatory Authority
(EPRA) to publish quarterly system, financial and operational
performance reports.

Hustler Fund is a good intervention bul needs training and coaching of
entrepreneurs as well as conscious Government effort to address ernerging
regulatory/policy bottlenecks. The Government should also ensure that the

regulations goveming the Fund are strictly adhered to in tandem wilh the

requirements ofthe Public Finance Management Act lo serve the intended

purpose. There is also the need to snsure that the Hustler Fund does not
join the long list offinancial digital platfbrms that instead ofpulling people

out of poverty, disenfranchises and mortgages their future into more debt

thereby worsening their lives.

The Govemment developed Public Finance Management
(Financial Inclusion Fund) Regulations, 2022 which provided

guidelirtes on how to adrrinister the I"und prudently.

The Govemment will scale up the use ofPublic Private Partnerships

financing for commercially viable projects. Already, the

Govemment has identified a number ofkey sectors including water,

housing, roads, trade and industry in which it wishes to work with
the private sector through the Public Private Partnerships

framework. The PPP Directorate envisages mobilizing Ksh 50

billion within the l:Y 2023124, based on the cunent projects in the

The Government should consider thc option of Public-Private-Partnership
(PPP) in financing future development projects to reduce over-reliance on

loans.

l40 |
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PROPOSAL/COMMENTSECTOR/POLICY

AREA
PPP pipeline. To achieve this' all projects will be screened for

commercial viability as PPPs, before being considered for

lementation rvithin the National Budget.irnp

The policy thrust of the 2023 BPS ancho

Economic Transformation Agenda secks to addrcss the constraints

and challenges facing the economy, bolster resilience and foster

econontic tumaround and inclusive gro\\'th. Implementation of

these interventions derailed in Chapter I of the document is

expected to stimulate economic recovery to 6.1 percent growth in

2023 frorn the estinated 5.5 percent in 2022' But more importantly

improve the qualit-r of growth from public sector investment led

growth 1o a dynamic privale sector led gror\,th.

red on The Bottom - UP
The BPS 2023 draf\ on page 22-23 provides economic assumptrons

underpinning the macro-economic outlook. The Kenyan economy is

expected to grow 10 6.10/o in 2023 from the projected 5 '5oh in 2022'

Globally, the economy is expected to slow down lo 2'6%o in 2023 from

3.2% in 2022. This slow growth is attributed lo the Russia-Ukraine

conflict, elevated global inflation, eff'ects of COVID l9 pandemic and

persistent supply chain interruptions. Weighing the Kenya's econotnic

growth projection against the global and regional economy, rvhich is

projected to slow down, seems ambitious, also considering the prevailing

economic develoPnrcnts including the high inllation rate

The sub-headings have been amended acco ldingly
The sLrb-headings under this chapter are repetitive

2.2 is the same as the chapter heading and then sub-heading 2 5 is also on

lirr iuslancc sLrt.r-hcading

economic outlook
The paragraph lras been amended to ret'lect the conect Position on

thc dcprec iat ion ol' thc currencics
Amend Paragraph 80, the text and the data

other. For instance, the depreciation rate ofKenya shilling at 8 9 percent is

not lo\ er than the Namibian Dollar at 8.7 percent or South African Rand

at 8.8 percent. There is also need to update the tcxt to reflect December'

in figure 2.6 do not talk to each

2022 figures as used in Figure 2.6

Recent Economic

Developments and

Medium-Term Outlook

It should be remetnbered that implementat

administration measures has seen KRA exceeded levenue talgets

for the two fiscal Years. Budget execution in the first five months

ion of tax policy and
Whereas the BPS provides some of the tax a

relorms to attain revenue growth. thc projected amount remains ovel-

anrbitious. These risks increase budget

dministration and policY

deficit in the ev€nt the projected

Fiscal Policy,
Framework and

Performance
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PITOPOSAL/Co}IM IiNI'

of FY 2022123 proSressed well with revenues recording positive

groMhs reflecting improvement in business environment, tax

policy measures and enhanced revenue administration by KRA.

Revenue performance over the medium ternr will be underpinned

by the tax policy and adrninistrative measures outlined in Section

2.4. The reforms on the revenue and expenditure side, will result in

reduction in the fiscal deficit including grants thereby boosting the

country's debt sustainability position.

revenue is not realized, leading to borrowing, which in tum increases the

debt levels, which has been categorized as considerable risk for debt

distless. There is a necd for the Governrncnt to operate and spend within

means. Further, while the Goverffnents undertake reforms in tax policy

and revenue administration. there is a need for revenue measures to take

into consideration principles ofequity. The measures should be distributed

equitably, and the burden should not unlairly affect some section ol the

population compared to otllers.

The expenditures as a percentags of GDP are projected to decline

fron 23.8V0 in FY 2021122 to 22.3%o itt FY 202612'7 despite the

projected increase in nominal values. To realize this, the

Government u'ill continue to improve efliciency in public spending

to ensure value for money by eliminating non priority expenditures;

retiring expensive and unsustainable consumption subsidies;

reducing tax exemptions; scaling up tlte use of Public Private

Partnerships firlancing for commercially viable projects; rolling out

an end-to-end e-procurement system; and streamlining the

initiation. execution, delivcry and sustainability of public

investmenl projects.

Whereas the Government plans to contain expenditure as part of fiscal

consolidation plan, the expenditure is set to increase lr:,FY 2022123.lhis

contradicts the Government's effort to cut spending.

The fiscal policy stance over the medium term ailns at supporting

the Bottom - Up Economic Transfotmation Agenda of the

Government through a groMh friendly fiscal consolidation plan

designed to slow down the amual grou'th in public debt and

The Covefirment plans to slow down on borrowing with a KSh I 54 billion

reduction on the arnourt expected to be borowed during his first budget in

office. The Govemmenl proposes to bonorv KSh 695 billion in the first

linancial year 2023124, down from the Sh849 biltion the Government is

t42l (
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AREA
implen.rent an effectivc liability management strategy, w

courpromising service dclivery to citizens. This is cxpected to

the country's debt sustainability position and ensure that Kenya's

devclopment agenda honours the principle of inter-generational

eqult\

ithout

boosl
pace of accumulation ol'Kenya's public debt which has risen by an average

Shl trillion over the past three years, raising tionr KSh 6'9 trillion in June

2020, KSh 7.69 trillion in June 2021 and KSh 8'59 trillion by June last

expected to borrow in the financial year e

vcar.

iiding June. This could reduce the

implement rental income tax nleasures by nrapping rental

properties. This will be acl.rieved througlt cnhanced field data

analysis mopping up, integration of itax with National Lands

lnfbnnation Management System and use of a mobile App'

collection, the Govemment willln order to boosl revenue

properties and seek direct access to M-Pesa lransactions in efforts to catch

tax cheats and raise an additional KSh 375 billion for the ycar starling July'

'fhe KRA will conduct a census ofrenlal properties and link its tax system

rvith the digital land registry to smoke out landlords not paying their full

The Kenya Revenue Authority (KRA) will conduct a census o

share of ta.res

I'landlords'

Parapraphs amended accordinglY
Amend paragraph 108 to read, On the ta;( administrative side. KRA rvill

l'he Government targets to reduce reduce Va

gap from 38.9 percent to 19.8 percent of the potential by fully

rolling out electronic Tax Invoice Management System (eTlMS)'

This has been infbrmed by the need to address the challenges

hampering enhanced tax compliance including missing trader

phenomenon/non/under declaration of sales and use of iictitious

input claims.

lue Added Tax (VAT)
KRA shall fully roll out the eTIMS systeln to

trader. Prior to the roll out' the difference between TIMS and eTIMS must

be clearly explained, and a proper justification must be given for the

introduction of eTIMS' 1'he change from the old VAT registers to TIMS

was a very recent change (not even a full year). By requiring companies to

now change to eTtMS is an unfair measure, given that companies havejust

transitioned and are getting accustomed to the new system Furthermore'

requiritrg companics to norv purchase a new system, aftcr having recently

address issues of missing

143
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WAY FORW.4.IID/AC1'IoN TAKEN/II-ESPONSTSECTOR/POLICY
AREA

PIi,OP0SAL/COM}I IiNT

been forced to purchase a new system places an unfair burden on

companies, and unnecessarily increases the cost of doing business.

Elimination of tax exemptions arc mcant to protect our revenues

and improve the fiscal space. The tax exemptions that are being

removed are those that have not delivered their expected impact or

the intended purpose has been achieved.

The Gov€mment plars to reduce the tax exemptions available- The Filst

Schedule of the lncome Ta:i Act and the First Schedule to the VAT AcI
(which deal with tax exemptions) have already been severely diminished

by reducing thc exempt items and transactions. The Government has a

social responsibility to ensure activities or items that are meant to benefit

Kenyans have a tat shield (in the form of exemptions). Furthermore,

reducing the available exemptions even further would discourage

investment in Kcnya (as it stands the. lnvestment Deductions have already

been greatly redLrced)

The Govemrnent will irnplernent a fiscal consolidation plan that

will reduce the fiscal deficit including grants from Ksh 833.8 billion
(5.7 percent ofGDP) in rhe FY 2022123 to Ksh 720.1 billion (4.4

percent of GDP) in the FY 2023124. This reduction will result in

reduction in the groMh of public debt thereby boosting the

country's debt sustainability position. To achieve this the

Government will undeflake tax policy and administration reforms

and expenditure rationalization nreasures outlined in Section 2.4 of
this BPS.

In the FY 2023124, lhe Governntent projects that the total Government

expenditure will amount to about Ksh. 3.64 trillion while total revenue will
be approximately Ksh. 2.89 trillion leaving a fiscal gap ofabout Ksh. 695

billion. The lnstitute is concerned that: This fiscal gap is likely to increase

the current public debt because it would require debt financing to actualize

the budget. 'l'he Govemnrent has in tlie past prepared supplementary

budgets which have increased expenditures ard reduced revenues. The

irnplication is compromiscd services being delivered or increased

borrowing, or both.
In order to adopt a comprehensive approach for undertaking

effective tax system reforms for boosting tax revenue and

improving tax system, the Covemment will finalize the

development of thc National 'l'a-r Policy and the Medium-Term

The Govemment should seek new ways of increasing revenue,

predictability in tax system, tax base expansion, simplification ofthe tax

process among others

r44l 2023 Budget Policy Stutement
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WAY T'ORWARD/ACTION TAKEN /R.I]SPO\ SI.]
PROPOS,AL/CO}TME\'I'SECTOR/POLICY

AREA
expenditure in FY 7023124 to 3.5 percent in FY 2

budget lor FY 2023/24 is Proj ected at Kslr 3.671.0 billion
025/26. 

-fhe total
should ensure enough allocation is given for both the recurrent and

enditure to priority sectorsdeveloprnent exP
In Srction 3.4 in thc 2023 BPS dctails

MTEIr sector including the priority sectors for the FY 2023124 and

medium tenn budget and the criteria ofallocation Scctor ceilings

werc enhanced on account of additional programmcs' cornpletion

of ongoing projects and additional expenditures ticd to A-i-A

revenue collectiotl

budgetary allocations to the
There is a notable change in thc allocation of

as the core sectors. Importantly, Page 40 indicates the criteria for rcsourcc

allocation but there are no clear nan'atives and j ustitication for the changes

and how the changes affect the priority sectors.

funds to sectors highlighted

'lable 3.1 has been amended showing a

Govemments for FY 7023124 atKsh 385.4 biltion

to Countyllocation
Paragraph 152 ret'ers ofallocation to County Covernments

being Ksh.3 80.0 billion, hou'evcr paragraph I 30 table 3 ' 1 shows allocation

to County Govemments for FY 2023/24 as KSh 375 0 billion' Amend tlte

section to consistent in thc documcrtt.

for FY 2073124

The title or sub-heading has been updated accordingly
Amend 3.3 title to read, Budgetary allocat ions for the FY 2023/24 and the

mediurn-temr budget
fuUt" :. t has been amended showing total projec

2073124 at Ksh 3"628. 8 billion.

tcd budgct for FY
total budget for FY 2023124 is given as KSh 3,641 billion. However. table

3. I gives the total as KSh 3,476.2 billion. Harmonise the two figures

Thc allocation to Parliament is Ksh 40'4 billitrn 1'or thc l'-Y 2023124
The proposed allocation to the Parliamelltary Service

39.88 billion is not in tandem with the MTEF al

Commission of Ksh

location as recently

approved as well as the indicative liscal plan for the tkee voles of

Par'liament in the mediunl ternl.
Treasury through a multi-agency comm

@qualisation Fund Administration)

Regulations 2021 which rvere approved by Parliament in October

rovide lbr: (i) guidance on the

ittce

2021. The Regulations P

PFM
The National

developed the
The Govemment is on the spot ovcr its

Equalisation Fund money to rnarginalised areas ovet the past six years'

The funds are expected to assist 5.6 million people in 1,400 sub-locations'

lhilLrre to disburse KSh 42 billionCounty Financial

Maragement and

Division of Revenue
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SECTOR/POLICY
AREA

PR OPOSAL/CO\I Nl lr \1' \\,AY FOIIWARI)/AC'I'ION TAKI,N/RESPONSII

Counties have also been faulted for low own-source revenue collection of
KSh 35 billion against a capacity to generate in excess ofKSh 200 billion.

administration and rnanagement of the Equalisation Fund; (ii) the

completion of ongoing projects under the first policy; and (iii)
implementation of new projects under the second policy and

subsequent policies.

According to BPS draft 2023, the proposal to increase the cquilable share

to Kshs.380 billion in the FY 2023124 is equivalent to 26.8 percent of the

last audited accounts (KSh 1,414 billion for FY 20 l7i I 8) and as approved

by Parliament. AlthougJr, the BPS holds that the allocation is line with

Article 203 (2) ofConstitution ofKenya, 2010, using the approved 2017/ I 8

audited accounts is unfair to County Govemments. There is need by the

parliament to speed up the approval ofaudited accounts to enable counties

get their fair share of sharable revenue- equitable share

The equitable share has been updated to indicale the last audited

accounts (Ksh 1,730.99 billion for FY 2019/20) as approved by

parliament. As such the equitable share has increased to Ksh 385.4

billion in the FY 2023/24.

Draft BPS has indicated that tl're Government is colrlulitted to enhance

devolution by ensuring transfer of fi.rnction earmarked fbr counties in six

months, there should be notable chemge in decrease of allocation by the

National Government to t'unctions that are fully devolved.

In this BPS, we have transfered some functions and attendanl

resources to counties e.g. Library services which is a devolved

function.

In the medium term, sharing of resources will be pegged on the financing

constraints and not on the budget. Availability of resources is key and it
should be remembered that National Treasury did not disburse KES 29.6

billion to County Govemments in the FY202ln2 due to financial

constraints

The Ksh 29.6 billion was disbursed inFY 2022123. Going forward.

the National Treasury targets to disburse the equitable share within

the financial year.

Statement of Specific

Risks

Amend paragraph 30, to delete the words maniage gratuity appearing on

the last sentence.

Paragraph amended accordingly

l4s I
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WAY FOITWARD/ACTION TAKEN/R[SPON S E
PROPOSAL/COM}IENTSECTOR/POLICY

AREA
Annex Table 5 & 6 Provide a summary o

fronr stakeholders and the general public. The colnments provided

valuable inputs to this document.

f the courmcnts rcceived
that on January 2023 there were Public

Sector Hearings artd the public provided invaluable inputs to the 2023 BPS'

Page 44 indicates the summary ofpolicy issues raised and responses by the

public during the public hearings are annexed to Table 5 'the Draft BPS

does not provide the said infonnation. Despite thc Government holding

public hearings rvhy was the input from the public not annexed in this

document?'fhe Draft BPS should indicate the final statement on how

public input rvas taken into consideration or how it influenced the BPS'

The Draft BPS lncntions on Page 5(icnelrrl ('ontttrcnts

THE NATIONAL TREASUIIY AND ECONOMIC PLANNING
FE,BRUARY 2023
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