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Preamble
Kenya's economy has been resilient amidst internal and external pressures, maintaining an average grov/th of 5 percent
from 2006 to 2074. However, it has seen some huge oscillations including a dropto 0.2 percent in 2008 from 6.9 percent
rn 2007 and a drop from 8.4 percent in 2010 to 4.6 percent ln 2012. The high growth tn 2007 and 2070 were largely
supported byGovernment and private consumption with linle contribution from Government and private investments.
This presents a rvorrying trend sincea consumption driven economl, with a strong import orientation does not offer a

sustainable and all-inclusive economic growth. Indeed, Kenya's consumption pattern is susceptible to external shocks,
thus the need to shift locus on productive investments.

The country has always had an optimistic gro\r/th target which has subsequently lead to higher profection of revenues

and created room for increased expenditure. However, the GDP txrgets have always been missed forcing revision of
revenue projections downwards. Lesser revenue indicates either a reduction in expendirures or an increment in dehcit
hnancing through borrowing. This disrupts both budget implementation and the macro-economic oudook for the

medium term. As a countr,v, we need to 'live within our means' for the country to achieve a sustainable economic gro\r/th
for 2016/17 and the medium term.

The growth path set out in the country's economic blue print, \/ision 2030, is not fully met. The optirnistic economic
grovth of 70o/o is yet to be achieved, unemployment is rising, and a number of the flagship projects are behind schedule.

A weak project cycle may be largely to blame for the inefficiencies in development spending thereby delaying
implementation of \rision 2030 flagship projects.

This edition of the Budget ()ptions provides the opporrunities that Kenya may exploit to achieve the \rision 2030

targets. Special focus has been put on how the Government can constrain its expenditure while still focusing on
providing an investor friendly environment for the private sector to thrive. It also sheds light on the Sustainable

Development Goals and how the country can transidon to them from the progress made on the Nlillennium
Development Goals.
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Macroeconomic and Fiscal Update: Diagnosrics for the
Curent State of Kenya's Economy
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I. Analyzing domestic demand
Economic Growth has shown great tesilience undet pressure....
1) Over the past decade, I(enya's economy has shown great rcsilicnce amidst internal and

external pressures, maintaining an ayerage growth of 5.0 percent from 2007 through 2014. On
an annual basis ftetween 2006 and 2014) the economy grew by 1,oh evcry ycar. Following the
rebasing of Gross Domestic Product (GDP) in 2014 to constant 2009 priccs, it was

established that economic growth was e\ren higher than had prer-iously been estimated in some

years, with growth as high as 8.4 percent recordcd in 2010 - even higher than thc estimated

growth of 6.9 percent in 2007. Indced, the size of the economy was esdmated to be

approximately 25 percent larger, thereby propclling thc country to lower middle incomc status.

Figurc 1 provides the growth path over the period 2006-201,4.

Figure 1: Trend in Economic Gtowth 2006-2014
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2) Thc high growth trajcctory expcrienced between 2005 and 2007 has largely becn attributed to
increased investments due to prevailing political stability and a gencrally conducive business

enrrironmcnt. In 2008, cconomic growth dipped sharply on account of the post-election
violence but rcbounded in 2010 to an imprcssive 8.4 perccnt. IIorvevcr, sincc 2010, grorvth has

becn easing downwards and ar.cragcd 5.3 pcrcentin20l,4. It is cxpccted that the 2015 grorvth
witl be about 5.370.'This presents a worrying trcnd as it implies that carlicr pcriods of high
growth wcre not bascd on sustainable mcchanisms. Indeed, I(enya's GDP growth is mainly
driven by significant Government and private consumption. \\'hile this drives the economy, it
does not offer viable trickle-dorvn bencltts to a greater maiority of thc citizens and renders the

country vulnerable to external shocks sincc a significant portion of I(enya's consumption is
rmport driven.

rPBo forecasts
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Figure 2: Contributions to GDP growth by expenditure category

Source: Economic Survey (various issues)

Figure 3: Share of expenditure category in GDP

100%

80o/o

60%

4UYo

20o/o

0Yo

2006 2007 2008 2009 2010 201 I 2012 2013 2014

r Private Consumption

: Public Investment

r Government Consumption

r Private Investment

Sourcc: E,conomic Suney (various issues)

3) For the past decade, the country's GDP growthhas largely been driven by privatc consumprion
as illustrated in figures 2and3 above. Indeed in 2010, there appears to be a significant spike in
consulner spending as a key contributor to growth whichcorrcsponds r,,rth an economic
growth of 8.4 percent for that year- the highest growth recorded for that period.

4) Consumer spending can be a key drivet of growth but has its risks: Consumers can serve
as a significant engine for economic growththrough spurring aggregate demand as has been
the case in a number of advanced nations, notably the Uruted States (USA) where consumer
spending equals 7o/o of GDP. Private consumption in the USA is fueled by improving job and
income conditions with the uncmployment rate recorded at 5.1 percent in September 2015.
Thus consumer spcnding rises with a rise in disposable income. Other countries such as

export driven China whose modcl has served it well for years is also slowly shifting torvards a

consumption drivcn growth path as the volatility of exports and investments has contributed
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to economic imbalances. It is hoped that consumption, being a much less volatile component
of GDP, vrill lead the country on a more sustainable $owth path.

5) I-Iowever, a consumption driven model may not be desirable for a developing economy such
as Kenya. Firstly, a sustainable consumption driven growth requires a large consulner base.

I(enya's middle class categoy, while rising, is not sufficiendy large to contribute to rapid and
sustainable economic growth. Indeed, an estimated 42 percents of the population is estimated

to be living below the poverty line, indicating a limited citizen's purchasing power. This further
limits consumption as a sustainable growth driver.

6) Furthermore, most of I(enya's consumer spending is import driven and may therefore not
have much impact in terms of boosting economic growth to a sustainable level. Kenya's

penchant for consuming imported goods at the expense of locally produced goods is
detrimental to local industries as well as iob and wealth creadon. An increase in consumption
therefore means that more money is channeled out of the country as the country increases its

imports to meet consumption demands. 'fhis is likely to contribute to macroeconomic
imbalances in the form of increased inflation, worsening the current account deficit and
depreciation of the shilling.

To achieve sustainable economic growth, the following are the policy options:

a) Focus more on productive investments...
7) As a developing economy, I(enya should focus mote on mobilizing domestic savings in order

to build the stock of capital for the economy to become more productive and improve
standards of living for its citizens over dme. As is the case currently, investment continues to
account for an average of 16 percent of GDP for the period under review. From figure 2,

there has been little impact of public and private investment as conffibutors to GDP growth
over the years.This is illustrated further by figure 4 below which shows highly fluctuating levels

of investment over the past decade.

Figute 4: Business Investment, yo GDP
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8) Given that high investment is generally associated with low consumer spending and vice versa,
it is likely that the high consumer spending has crowded out investment and as such, the
economy is not growing as fast as it should. It should be noted that the spike in investments in
2070 corresponds with a very high GDP growth for that period. Thereafter, investment
appears to dip slighdy and growth declines as well.

b) Enhance higher total factor productivity grourth....
9) This entails improved efficiency in the production process. Growth in I(enya's manufacturing

industry has stagnated over the years vzith litde contribution to GDP growth. Indeed, the
average growth of the sector has routinely lagged behind the country's GDP growth and its
share of contribution to GDP declined from 13 percent in2006 to 11 percent in 2013. The

Poor growth of the sector has resulted in declined competitiveness which largely explains why
Kenya's consumption patterns are largely import driven. Consumption of local goods can only
be achieved through improvement in the quality of locally produced goods.

10) A higher total factor productivity entails improving productivity of labor through
improvement of worker skills to enhance production per unit of input as well as improving
working en.i,ironments to motivate employees to work harder.

11) On the other hand, productivity of capital should also be enhanced through revampedbusiness
investment, research and innovation to increase capital output. Improving the business
environment will also enhance investment levels in the country particular\ foreign direct
investment which can enhance capital productivity.

A deteriorating balance of trade is worsening the current account balance...
12) The volume of trade has recorded exponential growth over the last five years, with imports

accounting for a larger pordon of the increment as illustrated in fig 5. Indeed, the value of
imports is recorded to have grown by 1,4.5 percent while value of exports grew by only 6.9
percent. As such, the balance of trade worsened significandy with exports financing oriy 33.2
percent of the import bill in 2074. The increasing import bill has been attribured to
importation of machinery and equipment, notably aircraft and associated equipment, road
motor vehicles, industrial machinery as well as petroleum products (KNBS, 2015).

S:Balance of Trade, 2010 - 2014

Source: Economic Survey (various issues)
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13) I(enya's thriving consumer base could also be a major drive for increased importation of
consumer goods which cannot be acquired locally. Approximately B percent of the population
is classified as middle class and this is expected to increase in future. The middle class is an

important factor in driving economic growth as it provides a large consumer market for goods
and services with income elasticity for durable goods and services being greater than one.

However, most of these consumers prefer imported goods to local ones when it comes to
durables. Thus if we are to benefit from the burgeoning middle class in the corning years, there
is need to invest heavily in improving quality of locally produced durables so as to boost local
demand.

14\ Due to the deteriorating balance of trade, I{enya's current account balance has been worsening
over time. Flowever, a ftnancial account surplus due to increased capital flows has contributed
to an overall improved balance of payments position. Still, it is worth noting that the hnancial

account surplus is largely funded by loans which have to be repaid in future as well as short
term foreign inflows or "hot money' from portfolio investments which is not a reliable source
of foreign income due to its volatility.

15) For the country to be able to improve its balance of payments position in a sustainable manner
that protects it from adverse external shocks, there is need to ugently address the
deteriorating trade balance mainly through focusing on improving the quality of exports and
attracting foreign direct investment.

Insufficient Foreign Exchange reserves has made the Country to be susceptible to external

shocks...

16) Due to a weakened cxchange rate in 2015, foreign exchange reserves declined as the Central
Bank intervened by releasing dollars into the market to shore up the shilling.
Underperformance of the export and tourism sectors also eroded the forex reserves as the
country dug deeper into its coffers to fund the high import bill. A low import cover renders

the country r,,ulnerable to macroeconomic shocks and can have adverse consequences on the
economy.

17\ Going forward, proceeds from a syndicated loan in November 20'15 rncreased the forex
reserves as did the increased capital inflows due to the attractiveness of the Treasury bill l,ields.
Flowever, this is a temporary reprieve as these funds constitute dcbt obligations which will
havc to be repaid in thc short term. 'Ihere is need therefore for more sustainable approaches

to boosting forex inflows such as improving the pcrforrnance of the cxport and tourism
sectors.

II. Petformance of KeyMactoeconomic Indicators in 2015

a) Inflation
18) During the year 2015, tnflaion hasremained within single digits, averaging6.6 percentover the

12 month period. 'fhis is lower than the annual average inflation of 6.9 percent recorded in
201.4 and is within the Government inflation target range of 3 - 7 percent (5 pcrcent + 2

percent).

Iiuing within lar mean.r: Badget Option;;for 2015/ 17 and the Mediunt Tenn Page 6
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19) In the beginning of the ye r, inflatlon hadslowed down considerably at 
^n 

average of 5.6
percent for the months of lanuary and February. However, it started picking up in March 2015
and continued an upward trend through-fune 2015 before slowinginJuly through September
then peakingagain all the way to December.

20) The inflation slowdown experienced during the year can pardy be attributed to the cash crisis
experienced by theGovemment on account of revenue shortfalls during the year. This may
have slowed down aggregate demand as the payments of some key expenditure were delayed.

Figure 6: Overall, Headline and Core Inflation Rate3
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Source: KNJBS (data), PB() (compilation)

2l) Inflationary pressures were also experienced carlier and later on in the course of theyear largely
on account of rising food and fuel prices - the main inflation drivers in the country. Generally,
food supply increased following the March-May rains, hencc the reduced inflation in July
through September. Going forward though, the September - November short rains season
characteized by more than normal rains in some parts of the country may havc contributed to
rising food inflation towards the end of the year as the food supply chain was disrupted with
destruction of crops as wcll as post-harvestlosses. In addition, transport to somc areas was cut
off thereby increasing transport costs in addition to inhibiting food supply in the marker.
Increascd expenditure during the December festivities may havc also exerted upward pressure
on prices and Inflation for the month of Dccember increased to 8.01 percent.

22) On the other hand, fuelpriccs decLined considerably during thc year but were offset by a weak
exchangc rate, meaning that more shillings were required to purchase same volume of oil. This
also contributed to high transport costs as well as high production costs which wcre passed on
to the consumer.

23) Over the past fir,e years, the major contributor to annual inflation has been the Food and
Non-alcoholic beverages commodity group. 'I'his imphes that the retail prices of food have a
great impact on the overall inflation in the country. In2015, for the frst time in many years,

tunlike core inflation, headlinc inflation also counts changes in the price of lood and energy. Because lood and
energy prices can rapidly increase while other types of inflation can remain lorv, headline inflation may not give an
accurate picture ofhow an economy is behaving. Headline inflation is morc uselul for the rypical houschold because it
reflects changes in the cost of living, rvhile corc inllation is used by central banks becausc core inflation is
less volatile and shows the effects of supply and demand on GDP better.
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Commodity Group 20t1 2012 2013 2014 2015

lrood & Nonalcoholic llcvcragcs 54.i 38.4 17.t 46.3 66.5

I Iousing, Watcr, l,)lcctricit1,, (las and othcr liucls 15.5 18.2 15.0 1 5.1 9.5

'l'ransport 13.7 6.8 7.5 12.1 -0.7

l{cstaurants & I Iotcls 4.9 6.9 5.8 3.8

Olothing & Iiootwcar 3.9 '7.6 1.O 5.2 5.6

Irurnishings, I Iouschold l,)quipmcnt and l{outinc I Iouschold l\laintcnancc 3.9 6.6 4.8 4.6 4.4

l\fisccllancous (ioods & Scrutccs 2.1 4.6 3.8 3.0 3.5

I Icalth 1.7 2.0 2.8 :.+

r\lcoholic Rcvcragcs,'l'obacco & Narcotics 7.4 2.0 )) 1.5 1.2

l{ccrcation & (lulturc 1.3 2.3 2.5 3.4 1.1

l,lducation 1.0 2.3 3.0 2.5 2.7

(lommunication -4.1 2.3 -1.0 -0.9 0.6

the contribution of the transport index to inflation reduced considerably. 'ltris may be

attributed to the effect of the &astic fall in the global oil prices from 105 US$/Barrel inJune
2014 to 29 US$/ Barrel inlanuary 2016.

Table t Trends in %o Annual Contribution to Inflation by Commodity Group from 2011-2015

Source: KNBS (data), PB() (compilation)

b) Exchange Rate

24) The exchange rate recorded a weak performance for the better part of the year,exchanging at

slighdy above I(shs.100 to the US Dollar. This necessitated a tight monetary policy stance by

the Central Bank in an attempt to shore up the Shilling against the Dollar and maintain
macroeconomrc stabfity. Indeed, the Central Bank increased the Central Bank Rate (CBR) by
150 basis points to 10 percent in earlyJune - the first time in two years that the rate has been

increased.'fhis was later increased further to 11.5 percent in the subsequent months.

25) The weak performance of the Shilling was largely on account of decreased foreign exchange

inflows due to poor performance of the tourism sector, a strong Dollar in the global currency
market and a worsening trade balance due to poor performance of tea, coffee and horticulture
sub-sectors.

26) The weak exchange rate adversely affected manufacturing since most industries import a huge

percentage of their raw materials. With a weak Shilling, the cost of importing raw materials

increased sigruficandy. Furthermore, the weak Shilling contributed to higher fuel prices. Thus
the country's import bill increased drastically.

27) Though the exchange rate had stabilized by the end of the year, this is largely on account of
debt accumulation as the country borrowed externally for budgetary purposes. Thus, given the

current structure of the economy - the country is a net importer with a huge fiscal deficit- the

current stability of the exchange rate is a temporary reprieve and the Shilling remains

vulnerable to factors affecting the supply of dollars in the markct.

c) Interest rates

L)aing within lilr medni: Badget Optiont.[or 201 6 / 17 and the Medium Terrn Page I



28) A tight monetary policy stance adopted by the Central Bank in the second half of 2O15to shore
uP the shilling as well as increased domestic borrowing amidst fiscal pressures following a

revenue shortfall,led to high interest rates and reduced availability of credit to the private
sector. Indeed,theaverageyieldrateof the97-day Treasurybillwentashigh as21.4 percent
in October 2015. Flowever, this declined significandy in the following months as the
Government was able to secure a syndicated loan to fund the budget.

29) Flowever, high lending rates continue to constrain private sector growth urith commercial
banks citinghigh customer risk profiles among other costs arising from due diligence processes
as a limiting factor in lowering lending rates. Thus a high interest rate spread persists. This is
despite introductjon of the I(enya Bankers Reference Rate (KBRR) which was expected to
contribute to lower lending rates by commercial banks.

Figure 7: Interest rate spread, Jan - Aug 2015
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III. Global Economic Outlook and its implications on the Economy

30) 1'he 201,6 / 1'7 budget is being prepared at a dLme when there is an expected slowdown of world
output. The global economy which recorded a growth of 3.4 percent in2014 was projected to
grow at 3.1. pcrcent ar,d 3.6 percent in 2015 and 2016 respectively+. Notably, the United
I(ingdom whose residents formed the largest contingent of visitors to I(enya rn 2074 and is a

key desrination of I{enya's exports accounting for B percent of I(enya's domestic exports in
2014 is expected to grou/ at 2.5 percent and 2.2 percent in 2015 and 2016 - down from a

growth ratc of 3 percent n 2014.

31) Other maior advanced economies are projected to have sluggish to moderate growth with
Gcrmany which sened as the third largest source of visitors to I(enya in2014 projected to
grow at an average of 1.55 percent in 2015 and 2016 down from a grorvth rate of 1.6 percent
in 2014. Slower growth of the German economy coupled with the World Bank's projection of

l lMF World Economic Outlook (WEO) October,20l5
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declining coffee prices5 may signal a bleak oudook for Kenya's coffee farmers given that
Germany imported about 20 percent of Kenya's unroasted coffee in 2014.

32) On the other hand, the United States of America offers a glimmer of hope as it is projected to
grov/ at an average of 2.7 percent in 2015 and 201,6 up from a growth rate of 2.4 percent tn
2014, this may be a shot in the arm to the hospitaliry industry and coffee farmers since in
addition to the USA importing about 18 percent of our unroasted coffee, it was also the

second largest source of visitors to I(enya rn201.4.

33) The Middle East, North Afica, Afghanistan and Pakistan block is projected to enjoy moderate
average growth of 3.2 percent in 201,5 and 201,6 up from 2.7 percent in 2014. This positive
oudook is driven by improved prospects for the Egyptian economy which was the destination
of approximately 16 percent of l(enya's tea exports in 201,4. The Pakistan and Egyptian
economies which absorbed 8.4 percent of I(enya's domestic exports in 2074 are projected to
grow at an average rate of 4.35 ar.d 4.15 rn 2015 and 201,6 up from a growth of 4.0 and 2.1

respectively in 2014.

34) Closer to home, our largest export market Uganda and our other East Africa Community
(EAC) partner country ^fanzania, are projected to continue enjoying robust growth in 201.5

and 201.6. Uganda and Tanzaria which served as the destination for 18 percent of I(enya's
domestic exports in 2014 are projected6 to grow at 

^n 
average of 5.25 percent and 6.9 percent

in 2015 and 2076 up from a growth of 4.7 percent and 6.9 percent respectively in 2014.

IV. Public Debt and Fiscal Sustainability

35) Total public debt has been on an increasing trend over the last two financial years.As at end of
June 2015, it stood at I(shs.s. 2,843.1 Billion (46.5 percent of GDP); this comprised of I(shs.
1.,423.1, billion (23.3Yo of GDP) in extemal debt and I(shs. 1,420.4 billion (23.2%o of GDP) in
domestic debt. The public debt has increased by 17 Percent since the beginning of the trY
2014/15 where it stood at I{shs. 2,422.8 billion (45 Percent of GDP). During the period,
external debt had an 

^yerage 
increment of 27 Percent annually while domestic borrowing

increased by 9 Percent.

36) The total debt figure as at end of June 2015 was notably higher than the projection in the

Medium f'erm Debt Management Strategy, indicating lack of adherence to fiscal

gtudelines.Domestic debt was projected to be at 1,,371,.3 billion (22.40/o of GDP) while external

debt was projected to be at 1,303.9 billion (21,.3Yo of GDP) as at thc end of June of 2015.

Ilowcver, the external debt stock surpassed the projection by I(shs.191.2 billion while the

domestic debt was higher than the target by Ifths.49.1 billion.

5 World Bank's Commodity Markets Outlook (October, 2015) projects that the Nominal price per Kg of Arabica and

Robusta Coffee will drop from $4.42 per Kg and52.22 per Kg in2014 to an average of $3.5 per Kg and $1.9 per Kg
respectively between 2015 and2017
6 World Economic Outlook October, 2015
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Figure 8: Stock of Public Debt $une 2012 - June 2015)
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37) The increase in public debt is still projected to continue with major capital projects especially

in infrastructure and energy slated for implementation under the Vision 2030. However, it is
worth noung that a huge public debt is an indication of higher debt servicing expendirure in
the future. Since servicing of public debt is a frst charge on the budget, the higher debt
servicing will affect other cridcal expenditures in the budget. The Government should
consider spreading out the investment of capital projects so as to reduce the burden of debt
financing.

38) The increasing debt level in the country has been characterized by the
Government'scontinuously revising the country's debt limit upwards...The Government
has reviewed the external debt limit twice since 2013; the ceiling was increased from Kshs. 800
billion to I(shs.1.2 trillion in _fanuary 2073 and later increased to Ifths. 2.5 trillion in
November 2014. This has allowed the Government to increase its external debt by 86.3
Percent in the last 4 years from I(shs.764 billion in June2012 to I(shs.s. 1.423 trlllton in June
201,5.

39) Domestic debt has also been on an increasing trend, thereby crowding out private
inves^ments...Domestic debt increased gradually from I(shs. 859.5 billion in June 2012 to
Kshs. 1,420.4 billion in_fune 2015. Bulk of the domestic borrowing has been through ffeasury
bonds and treasury bills. It is noted that the Government has over the last rwo financial years
increased its borrowing through thc Central BankOverdraft facitty vrith the balance increasing
from I(shs. 7 billion in -)une 2013 to I(shs. 37.2 billion in June 2014 then slightly reducing to
IGhs. 36.5 billion in _)une 2015. Despite the overdraft being within the legal threshold of 5

Percent of the most recent audited accounts, the significant increase indicates the
government's demand for additional cash to fund expenditures in the last two financial years
amidst revenue shortfalls.

40) In the last quartet of 2015, revenue shortfall amidst fiscal pressures necessitated
borrowing to plug the budget deficit. As a result, T-bill yields increased drastically resuhing
in less liquidity for private investments.Towards the end of the year, the Gor.ernment
procured a syndicated loan of I(shs.60 billion with a two year tenor, to ease the pressure on
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domestic borrowing. Going forward, the Government needs to address fiscal pressures by
streamlining expenditures to the most necessary and setting realistic revenue collection targets

in order to reduce the need for borrowing. Furthermore, loans should be directed towards
higtly productive ventures that create wealth and assets, to ensure that the country is able to
repay the loan in future.

41) In the course of.2015, the country's credit rating was revised downwards by maiot
world credit rating agencies.Credit rating is used by major investors to gauge the credit
worthiness of a country thus it has a big impact on Kenya's external borrowing cost. Currendy,
S&P credit rating for I(enya stands at B+ with a negative outlook, Moody's rating stands at 81

with a stable outlook and Fitch stands at B+ with a negative oudook. The revision of the

outlook has been blamed on the country's fiscal challenges and the likelihood that this will lead

to a mounting debt stock, which will further increase extemal vulnerabilities.

42) Despite Treasury projections of a reducing primary balance, figures indicate that debt will
continue rising in the medium term.Assuming a real GDP growth of 5.4 Percent in 201,5

(growth rn201,6 at same level as 2015) and a weighted 
^verage 

real interest rate of 0.7 Percent,
thc debt stabilizing primary balance required to keep the debt level in 2016 at the end of 201.5

Ievel is -2.7Yo. However, the acrual primary balance provided is -5.8%. This indicates that the
debt level is likely to continue rising in the medium term. Indeed, using the published
projected primary balances as indicated in Budget Review Oudook Paper(BROP) 2015, the

debt to GDP ratio over the medium term and assuming potential GDP growth o{ 5.2 percent,
the evolution of the debt to GDP ratio is quite explosive as indicated in table 2 below:

Table 2; Projections of Debt to GDP ratio

2014/15 zots/16 2016/17 2077 /t8 2018/19

Debt to GDP ratio 47.60/o 52.60/o 56.7o/o 59.80k 62.50/o

Primarv Balance -5.60h 6.0o/o -4.0o/o -2.70h a -o/-;. I /A

Source: BROP 2015, PBO projections

43) The increasing debt to GDP ratio could be exacerbatedby continued depreciation of the
Kenyan Shilling to the US$, declining economic growth and a headline inflation rate of
approximately 7 .5 percent.

44) For debt to remain sustainable, it may require implementation of fiscal and monetary policies
targeted to achieve the following:-

i. A rapid increase in real economic growth by focusing on improved contribution to GDP
of the sectors such as Manufacturing, Wholesale and Retail Trade, 'I-ransport and Storage,

I Iotel and Restaurants and Agriculturc.
ii. A stable exchange rate of the I(enyan Shilling to the USD and other major currencies.
in. Successful, cost effective and timely completion of the major development projects such as

the Standard Gauge Railway that has resulted to high accumulation of debt.

iv. Iliscal consolidation and efficiency in revenue collection aimed towards achievement of a

balanced Governmentbudget.
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Table 3: Public Debt (Kshs. billions)
Revised Estimates
2074/ts

Estimates
20ts/t6

Estimates
2076/t7

Estimates
20t7 /18

Interest - Internal 137,635.3 154,814.9 145,801.3 124,403.1

Interest - External 29,737.7 30,510.0 35,379.8 38,190.4

Sub-Total 167,373.0 185,324.9 181,181.1 162,583.5

Redemption - Internal 150,000.9 177,021.9 134,383.0 141,625.9

Redemption - External 81,936.7 34,688.7 40,158.0 44,345.3

Sub-Total 231,937.6 211,710.6 174,541.0 185,971.2

Public Debt 399,310.6 397,035.5 355,722.1 348,554.8

Source: Budget Estimates 2015/16
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Chapter Two

Macroeconomic and Fiscal Outlook: Projections for 2016/17
and the Medium Term
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I. Introduction

45) This chapter provides the growth projections for the economy under two scenarios; the
baseline projections forecast the country's economic grou/th urith the current
GovernmentpoJicies being maintained while the living within our means projections forecast
the country's economic growth with a change in some of the cuffent policies.

II. $2sslins Proiections (Scenario 1)

a. Macroeconomic Outlook
46) If the current policies remain unchanged in the medium term, it is projected that country will

witness a slighdy higher economic growth of 5.4 percent in 2075/16 compared to 5.2 percenr
in 2014/15. Flowever, h 2016/17, the economy will witness a slower growth of 5 percent
which will pick up gradually in the medium tenn ro 5.7 percent in201,9/20.

47) The higher grou/th in 2015/16 will be supported by an increase inGovernment invesrmenr
especially the Standard Gauge Railway, and improvement of the tourism sector. Flowever, the
delays in revenue collection at the onset of the financial year and high interest rates will also
stifle Government material expenditure.

48) The drop in growth rn2016/17 will largely be occasioned by a drop in private investments as

investors tend to adopt a wait and see attitude in a pre-election year.Government investments
are also projected to slighdy reduce as more resources are voted for preparations of the
elections. Flowever, both private and Goverffnent consumption are set to slightly increase as

the election fever grips the country.

49) 'fhe increase in growth in 201,7 /18 and the medium term will be supported by a successful
election and relatively stable macro-economic environment. Both Government and private
consumption and investments are set to increase.

Figure 9: GDP Growth Rate Proiections
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b. Fiscal Outlook
50) With unchanged policies, the total revenue will stand at 19.5 percent of GDP from2075/16-

2017 /lB then gradually increase to 1.9.6 percent of GDP in 2019/20. The total expenditures
are set to reduce gradually in the medium term from a high of 29.3 percent of GDP in
201,5/16 to 25.5 percent of GDP in201,9/20. The reduction will largely be on the recurrent
expenditure which is set to reduce from 15.2 percent of GDP in 201,5/16 to 13 percent of
GDP in 201,9/20. The development estimates are also targeted to reduce over the same period
from 10 percent of GDP to 8.5 percent of GDP. However, the allocations for counties are set

to stabilize at 4 percent ln 2016/1,7 and over the medium term.

51) The reductions in revenue and expenditure will reduce the budget deficit (inclusive of grants)
from -8.8 percent of GDP in2015/16 to -5 percent of GDP in2019/20. Subsequendy, this
will reduce the domestic borrowing from 3.5 percent of GDP in 2015/16 to 1 percent of
GDP in 2019/20.

Table 4: Baseline Fiscal Proiections (percentage of GDP)

Source: PB()
*Preliminary (freasury)

III. Living within our means (Scenario 2)

a. MactoeconomicOutlook

52) I{enya has always had an optimistic target for its GDP growth. This subsequendy leads to a

higher projection of revenues crcating room for increasing expendirure. Flowcver, the GDP
targcts have always been missed forcing revision of revenue projections dorvnrvards. Lesser
revenue indicates either a reduction in expenditure esdmates or an increment in deficit
financing through borrowings. This disrupts both budget implementation and the macro-

2014/15* 2015/t6 2016/17 2017 /18 2018/19 2019/20
Total Revenue 19.704 19.50 19.5.h 19.50 19.60 79.6'
()rdinary Revenue 1,8.4o/o 18.3o/o 18.3o/o 78.3o/o 18.4o/o 1.8.40/o

,\t{ 1.3o/o 7.2Yo 1.2o/o 1..2o/o 1..2'/o 7.2o/o

Expenditure 29.30h 29.30 28.2' 27.4' 26.40h 25.5'
Recurrent 15.90h 15.20h 14.60k 74.1o/o 13.60/o 1.3.00h

Development 9.40h 10.0o/o 9.60k 9.30k 8.8o/o 8.50h

Counry ,\llocation 4.0o/o 4.10h 1.Oo/o 4.Oo/o 4.Oo/o 4.0o/o

Defrcit excl grants -9.60 -9.904 -8.7' -7.9' -6.80h -5.90

Grants 0.5%o 0.5To 1.jYo 7.0o/o 0.90h 0.9o/o

Deficit incl grants -9.1o -9.20h -7.70h -6.9o/o -5.90h -5.00

Statistical Discrepancy -o.60h 0.0% 0.0To 0.0o/" 0.00h O.Oo/o

Financins 8.50 9.20 7.7',h 6.90 5.90h 5.00

ForeiEn Financing 4.00/o 5.3Yo 5.0o/o 4.60/o 4.3o/o 4.0o/o

Domestic Financing 4.5Yo 3.9o/o 2.70/o 2.3%o 1,.60/o 1.00h

Nominal GDP (Kshs.
Billion)

5,606.2 6,497.0 7,480.0 8,518.0 9,686.0 70,996.6
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economic outlook for the medium term. Moving forward, there is need for a credible and
realistic GDP foreca st for 2016 / 17 and the medium term.

The following policies have bcen proposed for the country to achieve the 'living within our
means' economic projecrions:

reduction of the budget de ficit (inclusive of grants) to attain the EAC Fiscal rule of 3
percent of GDP by 2021,.

increasing of the allocations to counties over thc medium term to above 4 percent of GDP
as allocations to nadonal Government for expendifures that duplicate those in the
devolved units are reduced.
addressing the governance issues affecting the country.

l.

11.

lil.

54) The economy will witness a slight increase in growth in 2015/16 to 5.4 percent of GDP
compared to 5.2 percent of GDP in2014/15. The growth in201,5/16 will be supported by the
ongoing Standard Gauge Railway (SGR) construction and improvement of the tourism secror.
However, the delays in re'r.cnue collection at the onset of the financial vear and high interest
rates will also stifle Governmcnt material expenditure.

55) The 2016/17 growth is forecastedat5.6 percent. Despite this being a pre-election year, the
recent infrastructure developments including SGR and energy will improve I(enya's
investmcnt climate and attract more privatc investments. This coupled with increased
consumption due to the incrcased election expenditure will bolster growth projections for
2016/ 17.

56) \{1th a successful election and stable macro-economic conditions, the cconomy is projected to
pick up in 2017 /18 and subscquent years. The forecast of 5.8 percent growth in 2017 /18 w41
benefit from increased investor activity, increased cxportation and improved productiviry with
the completion of the Phase 1 of the SGR. Thus there will be increased investor confidence
leading to increased private invcstment and private consumption. lncreased investments will
lead to a subsequent rise in thc exports.

57) The 6.1 and 6.9 percent projected economic growth in 2018 /19 and 2019 /20 is based on the
assumption that private investments will continue to rise due to an improved business
environment created by the SGR. This will subsequendy increase I(enya's export base thus
improving the Balance of Payment. Furthcr, the 2078/19 projcction also considers the
construction of the second phase of the SGR in 2018, resulting in higher Governmcnr
in\restments and increase in exports. Thus the country will witncss higher Gorrernment
iil,estments and increase in imports.
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Figure 10: GDP Growth Rate Projections
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b. Fiscal Outlook
58) To achieve the reduction in budget deficit frorn a high of -9.2 percent of GDP tn 2015 / 76, dne

short-term measure will be curtailing of expenditure pressures. With revenues being projected
to increase slighdy over the medium term from 19.5 percent of GDP in 2015/16 to 19.6

percent of GDP in201,9/20, expendirures are projected to drastically reduce ftorn29.3 percent
of GDP in 201,5/1,6 to 23.7 percent of GDP in 2019 /20. The contraction of expenditure rvill
be from reduction in recurrent and development expenditures while the county allocations are

set to gradually increase from 4.1 percent of GDP in 2015/16 to 4.3 percent of GDP in
2019 /20.

59) The contraction in expenditure against a relatively gradual increase in revenue over the
medium term will occasion a gradual reduction in budget deficit (inclusive of grants) from -9.2

percent of GDP in 201,5/76 to -3.6oh of GDP in 2019 /20. This will ensure the Government
achieves the EAC condition of having a budget deficit of 3 percent of GDP by 2021.

Liuirtg within lar mednt: Budget Optiont for 201 6 / 17 and the Meditrn Tem Page 18



Table 5: Fiscal Proiec tions, 2014 / 2015 to 2019 / 2020

2014/15* 20ts/16 2016/17 2017 /18 2018/19 2079/20
Total Revenue 19.7% 19.50h 19.50h 19-50 19.60 19.60h
()rdinary Revenue 78.40h 18.3o/o 78.3o/o 18.3o/o 18.4o/o 18.40/o

AL\ 1.3% 7.20h 1.2% 7.2o/o 1.2o/o '1..20/o

Expenditure 29.3h 29.30h 25.40 25.00h 24.70h 23.704
Recurrent 75.90h 15.2o/o 14.0o/o 13.70h 12.goh 12.Ooh

Development 9.4o/o 10.ooh 7.3o/o 7.10k 7.60/o l -J-/o

Countv Allocation 4.0o/o 4.lo/o 4.70h 4.2o/o 4.2Yo 4.3Yo

Deficit excl grants -9.6' -9.9o/o -5.90 -5.40 -5.1o -4.lYo

Grants 0.s% 0.5Yo 0.5% 0.5%o O.5o/o 0.50h

Deficit incl grants -9.1o -9.20 -5.30 -4.90h -4.60 -3.6'

Statistical Discrepancy -0.60h 0.0To 0.00h 0.0o/o 0.00h 0.0%

Financing 8.50h 9.20 5.30 4.9" 4.60h 3.6%
Foreign Financing 4.0o/o 5.3o/o 2.20h 2.1o/o 3.00h 2.8To

Domestic Financing 4.5o/" 3.90h 3.1,o/o 2.9% 7.6Yo O.8o/o

Nominal GDP (in Kshs.
Billion)

5,606.2 6,497.0 7,535.3 8,621.2 9,806.5 11,186.8

Source: PB()
* Prelirninary (Ireasury)
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Chapter Three:

The Resource Envelope for 2016/17 and the Medium Term
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I. Revenue Performance and Outlook

60) 'Ihe Government projected total revenue to reach Ifths.1.2 trillion in2014/15, or l(shs. 1.1
trillion excluding Appropriation inArd (AlA).However, the actual outturn was nevertheless
lower by Kshs. 89.3 billion occasioned by underperformance in both ordinary revenue by
Kshs. 41.235 billion and AIA by Kshs. 48.1 billion. Corporate income tax was below target by
Kshs. 19.2 billion compared to I{shs. 4.6 billion of the Pay as You Eran @AYE), while import
Value Added Tax flAT) was below target by Kshs.l1.5 billion.

61) According to the National Treasury, (see the Quarterly Economic and Budgetary Review) the
perennial underperformance of the AIA is attributable to underreporting by universities.
Though no correcd.ve measures have been proposed. But, litde explanation is given for either
underperformance or equally overestimation of corporate income tax and import VAT. Some
of the likely plausible reasons for the low collection of import VAT is possible overestimarion
of the effect of the VAT Act2013, or equallyvolume changes to VAT as a result of demand
changes and exemptions of some VAT imports.

62) A carefirl review of approved budget revenue estimates and end-of-period actual revenue
points to systematic overestimation of revenue. Despite the fact that forecast errors should be
lower if the growth of given revenue components is stable (for instance, grou.th of income tax
and import duty are stable and their shares in GDP are predictable using historical information
compared to AIA), these revenue components are always overestimated. Table 6 shows a

comparison between approved revenue estimates (forecasts) relative to actual revenue outturn,
revealing substantial overestimation of revenue way above 

^yerage 
trends. Notably, the

deviation between the amount of revenue that was anticipated during budget approval by
Parliament and the actual was highest in 2012/13 and 2013/14. Overestimation is particularly
remarkable for import duties (69 percent relative to 1,70/o) and the other raxesT (105 percent
relative to a contraction by 120/o) in 2013 / 14.

63) As would be expected, revenues during budget approval are also quite high on average for fwo
unstable revenue sources, namely 'other taxes' and AIA. On average, for the total revenues
and through most of the revenue categories, the Government tended to overesdmate revenue
growth during budget approval by about 12 percent points. This hints that either the
Govemment needed to cut spending during the fi.nancial year through supplementary budgets,
or needed to ramp up domestic borrowing including external borrowing to cater for the
difference. Over the four years reviewed, real revenue collections grew at a modest 14 percent
while the Government believed that revenues would grow ^t 23 percent, invariably
contributing to rising fiscal deficits and borrowing. trigure 11 further shows some evidence
that the Government picked some lessons given that rapid overestimation of revenue between
2012/13 and201.3/1.4led to decelerated forecasts in successive years.

TComprising license fees, agency revenues, property taxes
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Average
growth

Approved Revenue Forecasts

Total Revenue 1,8o/o 28%o 330h 27Yo 230h 24o/o

( )rdinary Rcvenue 170h 260/o 34o/o 78o/o 22o/o 23Yo

Import Duty 21o/o 3OYo 690/o 75o/o 1.loh 29o/o

Excise Dury 160h 17o/o 17o/o 170h 230h 18o/o

\ralue Added Tax l90h 26Yo 210/o 15o/o 1.9o/o 21o/o

Income Tax 130h 2io/o 22o/o 27o/o 230,6 200

()ther Taxes 3Oo/o 49o/o 105o/o 20Yo 330/, 470h

AIA 27o/o 18o/o 240k 70o/o 370h 47o/o

Actual Revenue ()utturn

Total Revenue 72o/o 73o/o 150h 1,4o/o 73o/o

( )rdir-rarv Rcvcnue 1,30/o 130 t 8o/o 120k 740h

Import Duty 72o/o 17o/o 17o/o 1Oo/o 13o/o

Excise Dutv ao/^ 9o/o l9o/o L4o/o 70o/o

\ralue Added Tax 70h 1o/o 260h 120h 110h

Income Tax 210h 190h 21o/o 13o/o lgoh

()ther Taxes 240/o 79o/o -72o/o 90/o 100h

AIA ao/ 210/o -220h 360h 90h

Table 6: Growth rates of revenue forecasts relative to actual revenue collections

Sources: QEBR (various issues); Budget E,stimates (various issues)

64) There is anecdotal evidence that revenue forecasts tend to correspond to rising expenditure
pressures and governments overall borrowing plans. To avoid a f,tnancing gap during the

budget approval process, domestic taxes are nudged to their limits so as to accommodate

excess spending plans to curb debt f,tnancing whenever possible. With revenue collections
repeatcdly falling short of their target for several years since 201,0, for cxample, and with rising
spending pressures from the wage bills, expenditure allocations to counties, increased spending

on infrastructure der.elopments and social sector, debt financing took marked prominence.

65) Tax pressures ha\.e remarkably increased due to this fiscal stance. August to November 2015

macroeconomic shocks cleady mean that this stance, high Govcrnmcnt spending, inflexible
revenues, and borrowing, is unsustainable. Ambitious revenue targcts tend to fuel more
spending requests and indirectly appear to drive overall deficit and consequent borrowing.
This stance should therefore givc way to modest fiscal deficits, which means reduced

Government spending growth, and realistic revenue forecasts.
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66) To achieve credible revenue targets reqrires reduced Government spending pressures and
imptoved forecasting of revenue. Additionally, certain measures may be implemented in the
next financial year and the medium term to improve revenue performance. If tax smoothing
takes precedence, then more buoyant taxes such as income tax and VAT wil drive revenue
growth in the medium term. Certain administrative efforts could also be implemented, among
them a more concerted clamp down on tax cheating. Recent laws such as Excise duty Act and
the VAT Act clearly oudaw schemes designed to reduce tax liabiliry of taxpayers. Other
nascent measures include digitizing most revenue collection as well as curbing tax erosion
from transfer pricing.

Preliminary Revenues, 2015/16: Main driverc
67) The revised forecast and ofJune 201,6 (2015/ 16) revenue outturn is premised on varied factors

including expected uptum due to the implementation of the Excise Act 2015 and Tax
Procedure Act, but on the downside, the underperformance in the last two quarters indicates
potential for lower end-June 2016 revenues. Macroeconomic stability is critical to achieve
expected revenues growth still remains depressed relative to theJune 2015 forecasts, expected
upward creep in the interest rates could hurt income tax and VAT, while the weak Shilling
exchange rate could affect the demand for imports and consequently, lower import duty.

68) Using above information, revised forecast for end-June 2016 (see Budget Options, 201,5) are as

follows:
i. income tax is expected to exceed I(shs.600 billion by end 2015/16 assuming some income

tax recovery in the second half of the year, to at least compensate for the losses in the frst
half, (Table 7);

ii. VA'I'is projected to reach Ifths.294 billion, excise tax, Kshs.126 billion on account of the
effects of excise tax, particulady enhanced collections on alcoholic drinks and soft drinks,
and import duty, I(shs.B2 billion;
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ll1. the other tax components are quite volatile, but it is predicted "other taxes" could reach

IGhs.B4 billion, and AIA,I{shs.79 billion.
ordinary revenues are forecast to reach Ifths.1 .1 85 trillion by end 2015 / 1.6; and.
total revenue is therefore estimated to fall short of Treasury estimate by about I(shs. 93.7

billion due to overestimation and large forecast errors present in unpredictable AIA and

'other fevenues'.

1v

v

II. Medium Term Revenue Forecasts
69) Unlike the fiscal deficit driven forecasts, the medium term forecasts are based on the statistical

stability of average historical growth rates of tax revenue components, limited change in the

effective tax rates over the medium term. Stable tax rates in the medium term resonate with
the leaning towards tax smoothing agenda by the Governmentand informed guess about
upward rigidity of the tax rates (with the exception of the regular inflation indexing of excise

duty rates). Sirnilarly, discretionary changes to the tax structure either through improvements
in tax progressiviry, and scrapping of certain rates, though appealing g1ven 201,7 election, may

not succeed given the delicate balance between reducing the high fiscal deficit on one part
while raising enough revenues for the Government operations in an electoral period.

70) Enhanced oversight of collection and accounting of tax revenues is expected in tandem with
other accountability efforts by the government. Little policy shift is expected at least in the
first year of forecast to reduce the contribution of AIA to total revenue and to make it more
predictable. Thus, AIA still contributes some of the significant forecast error comPonent of
total Government revenues.

71-) The baseline scenario assumes stability in revenue growth based on recent performance, and

the recent legal and administrative innovations. A tepid growth rate assurcs quite conservative

growth of the tax bases of most revenue components (domestic demand, import volume,
remuneradon and wage bill). Alternatively, a second scenario incorporates a more opumistic
scenario where revenue grows strongly in nominal terms, and a less optimistic scenario, which
incorporates underperformance of various drivers of the tax bases if economic growth itself
slows down in the face of an election period and macroeconomic shocks.

72\ In the baseline scenario income tax rises from l(shs.600 billion in 2015 /16 to Kshs.707 billion
irt 201,6/1,7. VAT is projected to reach I(shs.333 billion, excise tax, I(shs.137 billion, and

import duty, I(shs.90 billion (Table 3, Scenaio /). Ordinary re\renues will reach I(shs.l.364
trillion in 2016/77, isir.g to I{shs.1.570 trillion in 201,7/18.'I-he higher bounds of revenue

collections are considered in the second scenario. f'his scenario assumes a r^ther unexpected

boom in revenues (pardy due to higher growth performance, domestic demand and

improvements in revenue enhancing adminisuative measures) and will see ordinary revenue

collections reach I(shs.1.482 brllion h 2016/17. Income tax will reach I(shs.723 billion in
201,6/1,7 (Table 3). VAT is projected to reach IGhs.333 billion, excise tax, I(shs.l37 billion,
and import duty, I(shs.94 billion.

73) Under the less encouragfng economic conditions, income tax is forecast to reachl(shs.579
billion rn2016/1,7 primarily due to growth shocks and tepid administrative measures (Scenario
1). Both excise and import duries grow moderately to l(shs.119 billion and I(shs.90 billion in
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2016/lT, respectivcly. In thus sccnario, VAT is cstimatcd to reach about I{shs.279 billion in
2016/11. Total revenues in this scenario reach I{shs.1.223 tillton lishs. 1.14 trillion of this as
ordinary revenucs.

74) 'l'lrc forecasted revcnuc numbers for the outer years (2017/15 and 2018/19) arc dcpicted in
'l'ablc 7 (Scenari<-r 2). No significant changes since thc macroeconomic and structural factors
driving rel'enue perf<rnnance only \rary across the sccnarios and not ncccssardv annually.

Table 7: Revenue forecasts

Sourcc: I)lJ( ) forecasts; *acrual rcvcnucs

75) It is in our considcrcd opiruon that the plausiblc sccnario that mimics thc cnvisagcd
pcrfrrrmance for 2015/16 is thc basclinc scenario.'flus is premise o1r thc fact that wc do not
cnvisagc any signilicant policy chanec in2015/16.

nB/t# 2A74/15* 2015i16 2016/17 2017/t8 N18/19
Baseline Scenario

Total Revenue 974.4 1,106 1,264 1,447 r,657 1,900

Ordinary Revenue 918.9 1,031 1,195 1,361 1,570 1,809

Import l)ut1' 61.5 14 82 90 99 109

Excisc l)uty 102.0 176 1.2(t 137 150 163

Valuc .\ddcd'lax 232.6 2()O 291 333 377 127

Income'I'ax 119.5 509 600 707 834 983

()thcr'l'axcs 67.1 13 8-+ 96 '111 121

AIA 55 75 79 83 87 97

Scenario 1

Total Revenue 974.4 I,106 1,154 1,223 1,298 1,379

Ordinan'Rcvenue 918.9 1,031 7,075 1,1.10 1,,217 1,288

Import l)un (t7.5 t1 82 9t) 99 109

Excise Dutt' 1,02.0 116 111 119 121 1,22

Yalue ,\ddcd'I'ax 232.6 260 269 279 290 300

Incomc'I'ax 149.5 509 5.13 579 618 659

( )tl-re r 'I axcs 6'7.1, t3 64 /.) 8,+ 96

AIA 75 79 83 87 91.

Scenario 2

Total Revenue 974.4 1,106 1,366 1.582 1,832 2,125

Ordinary Rcvcnrre 918.9 1,031 7,280 r,482 1,718 r,994

Import I)un' 67.5 11 83 91 106 120

Excisc l)un 102.t) 716 126 131 150 763

Yaluc .\clclcd'lax 232.6 260 291 333 371 121

Incomc'l'ax .+.+9.5 5i)9 606 /:J 861 1,027

()thcr'I'axcs 61.7 7i 84 96 1,11 127

AIA 55 75 u6 99 114 131
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Box 1: Key legislative endeavors for revenue enhancement
A New Legislation on Excisable Goods and Senrices: for a long time, there was a single legislation that provided for
both excisable goods and services as well as customs taxes. These two have sincc been separated by the enactment of the

East African Customs N{anagement Act (EACNI-d), 2004 and eventually, the Excise Act, 2015. The separation was

necessary since the EACNIA covers the customs taxes in the East African region where as the Excise Act applies to
excisable goods and services within the Kenya borders. \Thereas excise duties, often referred to as "sin tax", is imposed

on some commodities like tobacco and alcohol products among others, (since thev are considered luxurious) it is worth
noting that the Excise Act,2015 digresses a litde bit from that and it now contain some conlinodities in that tax bracket

such as taing imported vehicles, motor bicycles, water and juice. This is, most likely, in a bid to raise extra revenue;

thought to be about Kshs.25 billion in fiscal year 2015/16.

Some Changes in the Income Tax Act (ITA): over time, changes in the ITA have been effected mostly through the

Finance Acts for various years. For instance, the Finance Act, 2006 amended the Income Tax .\ct to introduce Turn
()ver Tax (f()T) on business income below Kshs.5 million; the one of 2Ol2 introduced among other tax measure, the

taxation on gains from the business of uansmitting messages and withholding tax on gains from betting and gaming.

The Finance Act,201,4 reviewed taxadon of extractives in response to the on-goingexploration and discoveryof oil and

gas in some parts of the country as well as re-introduction of Capital Gains Ta:r (CGT) on transfer of property, for the

first time since its suspension in 1986. The one of 2015 introduced the Residential Rental Income Tax for land lords
whose rental incomes are Kshs.10 million and below.
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Chapter Four

Tightening the Belt: Expenditure Framework for 2016/17 and
the Medium Term
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I. Composition of Government Spending
a) Inuoduction

76) This chapter examines historical trends in National Government spending, over the period
2002/03 to 2014/75. The analysis commences in 2002-03 as there is greater data consistency
from this year onwards and concludes in 2074-5, the last year for which actual spending data is

available. The report compares real growth in spending to growth in real GDP. The report
should be read on the basis that growth in spending and GDP are measured in real terms'
unless otherwise specified, and annual growth rates are avetage compounded growth rates.

77) Spending by the Kenyan Government based on Classification of the Functions of
Government(CoFOG) is an importantpart of the economy, in real terms, totalingl(shs.1,.532
trillion h 2073/1,4 or just over a quarter of nominal GDP (35.2 percent). Based on COFOGe
classification we estimate that total expenditure for 2014/15 stood Kshs.1,.652 trillion. Over
the period 2002/03-2014/1,5, real expenditure as a percentage of GDP has averaged 28.9

percent, vrith the lowest expenditure being experience in 2008/09 (figure12). This could be

attributed to the slowdown in economic activity occasioned by post-election violence as well
as economic meltdown that led to imbalances on a macroeconomic front.

Figure 12: Trends in Real Expenditure over the Period 2002/03-2014/15
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Source: KNBS; * Revised Estimates; x Provisional

b) Key Components of Expenditure
78) General Public Services: As depicted in table B, the largest allocation in terms of functions of

Government went towards General Public Senrices, which comprises of debt transacdons,

transfers of general character between levels of Government among others. Within this
category, public debt transactions took the largest component of Government spending
comprising of I(shs.345.8 billion in 2013-74, or 22.6 per cent of the total. This includes both
external and domestic debt. Indeed, 54 percent of total allocation for General Public Services

for 2073 /74 went towards public debt transactions.

8 To arrive at the real expenditure trends the year 2OO9 is used as the base year
e The COFOG Estimates for 2014/15 are PBO estimates
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Table 8: Shares of the Key Components of Expenditure

Source: KITJBS; * Revised Estimates; * Provisional

79) Education'o: The second largest allocation by function was education at I(shs.313.9 billion, or
16.5 percent of the total outlays in2013-74. The highest gainer within the education sector
was administration, followed by tertiary education. On the other hand, pre-primary and
primary education received the least allocation. The low allocation towards pre-primary can be
explained by reduction in expenditure since this is a devolved function as providcd for in the
second schedule of the Constitution. The same applies to the slowdown in the expenditure for
tertiary education since part of this expendifure was used to fund village polytechnics which
are now a devolved function. Figure 13 shows the components of allocation across the
educaticln function.

r0 Disaggregateddatafor 2014/75 under the COI'OG is not available

2007 /08 2008/09 2009/r0 2010/11 20tt/12 2012/73 2013/14* 2074/15+
General public
services

39.goh 30.4o/o 33.40h 33.9o/o 31.0o/o 35.90h 45.80h 37.70h

o/w Publicdebt
transacttons

21..40h 18.10h 18.70h 19.90h 78.5o/o 20.60A 22.60h 1.6.90h

o/w Transfers
of general
character btwn
levels of govt

1.3"h 1.4o/o 1.10h 1.3'h 1.7% '1.70/o 13.7"/o 12.60h

Defense 5.60/o s.9% 6.8o/o 5.7o/o 6.4o/o 5.9o/o 6.70/o 3.8o/o

Public order
and safety

a 10/- 8.70h 7.6% 7.8o/o 8.60/o 8.2o/o 8.20h 7.1o/o

Economic
affairs

74.5o/o 78.9o/o 19.40h 21.1o/o 19.9o/o 20.9o/o 16.20h 25.60/o

Environmental
protection

0.90h 0.80h 0.7o/o 0.60/" 1.00h 1.90h 'i,.40/o 0.60/0

Housing and
community
amenities

2.00/o 2.7o/o 2.5Yo 2.60/o 2.90h 7.7o/o 0.70h 3.Oo/o

Health 4.1o/o 4.60h 4.7Yo 5.Oo/o 6.0o/o 5.8o/o 2.5o/o 2.5o/o

Education 19.2o/o 20.8o/o 20.20h 19.9o/o 20.2o/o 17.70h 16.50h 1.6.3o/o

Social
protection

5.2To 6.40h 4.2o/o 3.0%o 3.70h 2.70h 2.50h 3.2o/o

TOTAL
OUTT.AYS

100.00h 100.004 100.00h l00.DYo t00_0% 100.0o/o 100.0% 100.00A
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Figure 13: Components for Education Function
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80) Economic Affairs: This was the third sector, the allocation stood at Kshs.248.3 billion,
translating to 16.2 percent of total allocation. 'Ihe allocation to the various areas within the
functjonal classification is highlighted in figure 14. it is important to note that the transfers
from national Government to counties generally came from economic affais. Contrastingly,
Counties have often used these resources for administrative services. This has negatively
impacted on economic gfowth since it constraints the capacity for productive Government
investment.
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Figure 14: Components of Economic Function
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81) Health spending comprised 2.5 per cent of total spending tn 201.3-1,4 at Kshs.38.2 billion.
This included spending of IGhs.6 billion on outpatient senices, hospital services at I{shs.19.5
billion, public health services at Kshs.9.6 billion, and health expenditure not classified
an)'where at Kshs.3.1 billion.

82) The remaining resources were spent on defense at l{shs.93.7 (6.1 per cent); public order and
safety at I(shs.126.3 billion (8.2 percent); social protection at Kshs.37.5 billion (2.5 percent),
among others.

83) With regard to the composition of spending, as a share to total expendirure, the expenditure
pattern has remain broadly the same, implpng that there has been little shift in the
composition of expenditure from non-core to core programmes as envisioned in the various
Medium Term Expenditure Framework documents. To this end, the efforts to reorient
expenditures towards capital spending away from recuffent spending seem not to have been
achieved. Indeed, the much needed fiscal space that was envisaged to be created to fund social
programmes as u/ell as investing in critical areas of infrastrucfure has not been achieved. As
shown in figure 15, in real terms, the shares of education, health, economic affairs and social
protection has been falling (2002/03-2013/14). On the other hand, over the same period, the
share of General public sewices has increased consistendy. This has been occasioned by the
consistent increase in public debt transactions, which comprise of nearly 54 percent of total.
As a share of total real expenditure, the level of debt transacd.ons rose from 18.1 percent in
2008/09 to 22.6 percent :u:,2013/14 (figure 15 and Table B).
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Figure 15: Composition of selected functions of Government
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84)

II. Trends in Government Spending

I(enyan Government spending grew faster than GDP over the period 2003/04 to 2012-13,
averag1ng21,.4 percent ovcr the pcriod. Figure 3 shows the growth in aggregate Government
spending and GDP, in real terrns over this penod.

85) From 2003/04 to 201.3/1.4, Government spcnding grew by 363per cent, or lT.Bperccnt
annually compared with GDP growth of 58 per cent or 3.9 per cent annually. Irrom 2003/04
to 2013/14, Government spending grew by 1.3.64 percentannually, which was 9.7 percent
faster than GDP growth of 3.9 per cent annually.

Figure 16: Growth in Government Spending and GDP
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86) I.he rate of spcnding growth increased from 2005/06 towards the cnd of 2008/09 due to
increased spending in social and economic sectors of the cconomy. 'fhere rvas deliberate cffort
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to upscale expendifure during the E,conomic recovery era under the NARC Manifesto. This
period (2003/04-2008/09) saw massive investment in sectors of infrastructure, health and
education. Indeed from a functional perspective, over the period 2005/06-2008/09, the
economic affairs function grew by 25.3 percent annually.

87) One interesting obscnation is periods of high expenditure in real tcrms did not necessarily
translate into higher economic growth. Specific epoch is worth noting, periods of spending in
real terms did not necessarily translate into higher grorvth.

88) A scan of the literature on the impact of Government spending on GDP point out that there
are circumstances under which Governmcnt spending would enhance economic growth and
other circumstances in which higher levels leads a lower economic traiectory. Rahn (1996)
postulates that when the Government size grows too largc, it displaces private scctor activity.
He argues that every dollar that the Government spends, it means that the privatc sector
productive sector gets one dollar less. Overall, goverrunents as fiscal agents are not as efficient
as private sector. There is a tendency of misallocation of funds within the Government circles
that eventually leads to less economic output.

89) It important to note that provision of infrastructure and other social amenities is a prerequisite
for a well-functioning market economy. Flowever, as the size of the Government grows the
effects of higher taxes and borrowing kicks in. Evenfually, as affirmed by Gwartney (1998),
these factors will dominate and the marginal increase in additional Government expenditure
will impact negatively on growth. The relationship between real expenditure growth and GDP
growth is shown in figure 16.

III. Drivers of Growth in Government Spending

90) Over the period 2003/04 to 2013/14, all areas of Governmcnt spending at the functional level
grew at a faster rate than GDP with the exception of the function of Recreation, Culture and
Religion. Figure 17 and Table 9 show the grov/th in Government spending ovcr the period
2003/04 to 2013/14, and the contributors to this growth.

Liuing within lar tTtcdn!: Badget Option.;.lbr 201 6 / 1 7 and ilte Mediun Tenn Page ))



2004/0s 2005/06 2006107 2007/08 2008/09 2009/10 2010/l I l5+2 2012il3 20t3lt4*

r

10

8

6

4

2

0

-2

-4

-6 r Public order and safety

r Housing and community amenrties

n Education

!General public services

r Economic affairs

r llealth
r Social prolection

I Defense

r Environmental protection

I Recreation, culture and religion

Figure 17: Contributions to Growth in Government Spending

Source: KNJBS; * Revised Estimates; t Provisional

91) The key drivers of the 48 per cent increase in Government speriding over the period 2002-03

to 201,3-1,4 were increases in general public senrices with public debt transactions contributing
to 22.6 percent of total spending General Public Services. The second significant contributor
was public order at 4 percent while the education contributed to 6.7 percent of total spending.

In terms of contribution to total growth, health spending has shrunk significantly, partly being
attributed to devolution.

Table 9: Summary of Drivers of Government Spending

Source: KNBS

Unit Sharc of 2013/74 (oh of
total)

Real spending growth 2002/03 - 2013/74

Amual growth Contribution to toal growtt

(lcncral public scrviccs 45.8o/o 13.9o/o 32.0o/o

of w PfuEc dtbl traavctiont 22.6% I 1.3o/o 12.8%

l)cfcnsc 6.7o/o 12.70h 3.2o/o

Public order and safety 8.2o/o 16.7% 4.0o/o

l,lconomic affairs 1,6.20/o 16.70h 3.20h

Environmental protectiof, 1.40 24.6Yo O.7o/o

Ilousing and communiw amcnitics 0.7o/o 9.1o/o O.Oo/o

Health 2.50 8.2o/o -2.1o/o

llccrcation, culturc &rcligion 0.1o/o -2.0o/o 0.Oo/o

Education 16.50k 11.20 6.7o/o

Social protcction 2.5o/o 77.2o/o 0.9%o

TOTALOUTLAYS lfi).00lo 13.6% 48.0o/o

GDP 3.90h
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92) -l-l-re growth in individual components of the functions is trrghlightcd below.
i. Health: In2013/14, the spending in this scctor rcpresented 2.5per cent of total spending,

owing to the slowdown in allocation due to thc fact that most of this function is devolved.
Ovcrall, it contributed negatively to grorvth by 2.1 percent. -I-his 

basically implies that the
health spending has decelerated or.er time with other spending functions taking more
resources. In 2013/14, more than 50 per cent of this growth was attributable to dccreased
spending on hospital senices, closely followed by outpatient scrvices at 28.5 percent. The
table below provides the real expcnditure and the contribution to total.

Table 10: Real Expenditure in Health

Source: KNI]S

Economic Affairs:(lovernment spending on seneral public senices increased by
540pcrcent, or 16.7 per cent annually, from 2002-03 to 2013-14, more than double GDP
growth of 58 per cent, or 3.8 per cent annually. 'l'his rvas mainly driven by growth in fuel
and cncrgy, mining& construction, and transport. 'l'here have bccn noticeable ycar to year
flucruations over this period with increases in somc arcas offset by reductions in others, as

shown in Figurc 18 bclow.

11.

Outpatient
services

Hospital
senrices

Public health
services

Health expenditure not
elsewhere classified

TOTAL
OUTI-AYS

n02/03 2,544 72,179 7,042 7,477 77,247.75

2003/04 2,161 6,926 662 686 10,411.30

2004/0s 1,980 6,793 1,190 910 70,872.59

200s/06 2,112 8,375 1,438 1,,261 13,519.01

2006/07 2,728 10,332 420e 7,264 76,533.26

2007 /08 2,357 9,457 ) )')) 1,395 15,430.70

2008/09 1,233 12,098 2,873 7,453 77,597.20

2009/10 7,981 21,094 3,362 1,909 37,353.23

20t0/rt 70,273 t6,521 4,390 7163 38,646.70

20tt/12 10,173 I 6,3 19 1,438 1,1,91 38,121.16

2012/13 74,162 35,507 16,950 2,853 69,472.56

2013/14* 6,911 )) <)) 11,157 3,608 44,260.34

Contribution to Real Expeoditure
2003i04 a lOt- -30.50/o a 10/- -4.60/o -39.1o/o

m04/0s -7.80 -7.3o/o 5.loh 2.70h 4.7o/o

200si06 4.2oto 11.50h 2.30h 3.30k 24.30k

2006/07 2.1% 74.5o/o s.7% 0.0o/o 22.30/,

2007 i08 -L.- O 5.3o/o 0.1,oh O.8o/u -6.7o/o

2008/09 -7.3% 17.7o/o 3.80h 0.4o/o 74.Ooh

2009i10 38.10h 68.20h 3.1.o/o 2.60,h 112.3To

2010/tt 6.1o/o -20.30h 2.7o/o 14.90h 3.5o/o

20tt/12 -0.30,/o -0.50/o 7.90k -8.5u/n 1,.40h

20a/B 10.50h 50.3o/o 24.9o/o -3.5% 82.2%
2013/t4* -70.3o/o 18.7o/o 8.3o/o 1.1.o/o -36.30k
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Figure 18: Contdbutions to Gtowth in Economic Affaits

Source: KIJBS

Education: Education spending grew by 257 per cent from 2002-03 to 201,3-1,3, or 11.1,7

per cent annually compared with the growth in GDP over the same pcriod of 57.9 per cent,
or 3.8 per cent annually. Spending on education grew most significantly between 2009-1,0,

2012-13, and 201.3-14.
Figure 19: Contributions to Growth in Education

Source: KNBS
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IV. TRANSFORMING CAPITAL SPENDING INTO ASSETS FOR GROVTH
I. Introduction

93) Governmcnt provision of capital assets facilitatcs thc long term economic growth of a country.
'Ihe debate for increascd allocation to capital spending is justified by the expectations of an
asset being created. Florvevcr, in the recent past, it has been establishcd that the increase in
capital spending may not necessarily lead to increase in the assets in the country. Thc reason
for this is three pronged:

i. large number of projects are ahvays compcting for scarce resourccs;
ii. somedmes there is a wcak project appraisal and prioritization process; and
iii. often, there is inhcrent weak project management and monitoring systems.

94) 'I'he Governmcnt of I{enya has consistendy increased the share of capital spending over the
last ten years. Indecd, over the pcriod 2002/03- 2014/15 the allocation tou/ards development
grew by 29 times in nominal terms. Flowever, the rate of completion of projects has been very
low. It is estimated that as of -)une 2015, there wcre more than 1,000 projects which were
classified as ongoing. The estimated cost to complcte thesc projects is estimared at I(shs.3
trillion. In a country where cost overruns in project implementation is inevitablc it means the
overall completion costs for these projccts rvill be evcntually bc more than I{shs.3 trillion.

II. Review of the Curtent Proiect Portfolio in Kenya

Table 11: Current Proiect Portfolio in Kenya (Kshs. billions)

Source: \'arious Sector Rcports

95) Weak project managemcnt and prioritization proccss has contr-ibuted substantially to rhe
increase of the number of projects in the budget. Indeed, the focus in budget decision for the
sharing of capital resources is not guided by a clear process of scrcening projects for inclusion
in the budget cstimates. Oftcn than not, the discussion for all<lcation of resources for a

specific agency is guided more on the performance of the previous year in tcrms of
disbursement, the annual drift limited, rcsource constraint and the national prioritics.

96) \n 1996, the (]overnment introduccd the Public In\.estmcnt Programmc (PIP). l'his was after
a reabz.ats<>tr that thc Compleuon rate of the projects rvas rvandng, the large numbcr of the
stalled projects was an indication that the budget was not supporting development. Thc aim of
PIP was to strcngthen lhe -fonuard hdget by prortding lnore comprehensivc instrument for
planning and prioritization of public expenditurc. Indeed, there is enough cvidcnce to point
out that dunng this period, there u,,as a thorough process of rcviewing projccts and programs

Sectors Total
Number

o//o

Share
Estimated Cost
(Kshs. billions)

Provisional Actual as of June
2015 (Kshs. Billions)

Economic 717 64o/o 2,31.5.19 1,021.35

Social 123 1 1.o/o 181.7 5 39.21

Administrat-ion 275 250,/o 121.89 110.96

Grand'l'otal 1,115 1000h 2,925.44 1,171..52
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that were to be included in the budget. However, after the adoption of Medium Term
Expenditure Framework (NaTEtr), this process seems to have been abandoned. In fact, the
gains made under the PIP framework of budgeting did not form part of the building blocks
for MTEF. Annex 2 shows some indicative resource gap of projects under the Vision 2030.

97) The sectoral reports of 2015 have included some data on- going projects. It will be important
that the sharing of resources among competing agencies is informed by the status of these

projects and the ability of the agencies to complete the ongoing projects on time. Thus, there
must be proper guidelines that filters and screens projects for inclusion in the budget. The
decision makers both at the Executive and the kgislarure must demand for proiects appraisals
before a project is selected for inclusion in the budget for any given year. In addition, no
project should be introduced after the sectoral review has been done i.e. either at the
finabzation of the Budget Policy Statement level at the legislarure or the itemized budget. It
therefore means the format of the Budget Policy Statement needs to change to include an

annex of all the projects that are to be funded.

Table 12: On-going proiects status for sampled roads

Source: Sector Reports 2015

98) In order to increase the completion rate of projects there is need to insdtute a process that
ensures proper identification and selection. In addition, the allocation for all projects must be

guided by the principle of creating assets. Indeed, all projects selected must be able to yield
assets positively. The following steps are therefore proposed:

Proiect Start Date Estimated
Completion Date

Status June
20t5

1. Kakamega-Vebuye Road 4/2013 3/2015 2.3%o

Nlbila Case Ward Bridge 1 /2013 9 /201,4 200h

11r. Keroka-Kibiriyo 10/2013 10/201s 0.34o/o

1\' Gorto Bridge 12/2014 6/2016 0Yo

Naromoru- NIunlu-Karishen 9 /2013 9 /2016 13.30h

vi. N{aga-Kemaru-Ambuku 3/2013 3/201,5 280k

vii. Nloi-North Lake Road 4/2014 4/2016 240h

viii. furuta-Nun1'u 6/2011 12/201s 20,/o

lX. XIuny'u- Girugi- N jumbi 7 /2012 2/2015 28o/o

x. Thogoto- Gikambura-N{utarakwa 10/2011 10/2013 120h
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V. Sector Ceilings

The huge budget deficit in the national goverrunent's budget for 2015/16 Financial Year
reflects the need for a reorientation and rationalrtzanon of budget ceilings for the various
I\{DA's tn 2016/17. Forther,2016/17 is a pre-election year therefore the budget will require a
delicate fiscal balancing as both national and county govcrnments are expected to step up their
spending especially in infrastructure.

100) 'I'o achieve a realistic and sustainable budget, there is need to definecriteria for setting sector
ceiling to reabze a credible Medium Tcrm Expenditure Framework.

101) Below are the some insights of what the criteria should include;
i. Review and rationalizaion of on-going pro,ects, current review of the on-going projects

indicate that thcre are over one thousand (1,000) on-going projects which are at different
stages. It's important to note that some of the on-going projects are not allocated funds
continuously duc to limitation of funds. T'his has led to slow pacc of the implcmentation
of capital projccts. Indecd the N{DAs have recommended the need for completion of
stalled projects and handing them over to the beneficiarics in 2016/17 budget.

ii. The National -I'reasury should table dctails for any new projects in the Nauonal Assembly.
This is in line with the bcst practice in the region wherc the accounting officers providcs
costs and appraisal of the proposcd project in the budget for a vote to reccive a loan or a
grant for a proposed project. The on-going amendment of the PFM Act,2012 should also
include thc issue of tabJrng ncw projects by the National Treasury to National Assemblyas
a legal requirement.

iii. Vision 2030 is implemented though successive fir,e year medium tern-r plans (MTP). The
M'fP 2008-201'2 reals'zed mixed results with moderate growth 

^verage 
of 3.7oh while the

M'I'P aims at high growth reaching 10"/o in 2011/18. The priorities includc infrastrucrure
developmcnt to enhancc competir.eness, irrigation and mechanized agriculturc, poverty
reducdon, social protection, public financial managemcnt rcforms among others. The

Liuing within lur ///eant: Badget Option.r-[or 20/ 6/ 17 and the Me diun 'ferm
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Govemment therefore intends to expand, develop and modernize roads, rail and ports

among others that require a substantial amount of resources.An evaluation on the progress

made in the implementation of Vision 2030 projects should be done to establish and

inform budget on resourcesrequired to be invested on projects to be completed as

scheduled.
iv. The social protection prografirmes in Kenya are affected by some challenges that

include:lack of mapping of intended beneficiaries; cootdination; monitoring of activities;

pilferage and leakage of resources; increased dependency and inadequate information on

beneficiaries. The social protectionprogrammes should be reduced with the aim of
concentrating on those with highpotential benefits and impactcompared to costs.

v. The recurrent expenditure across all the MTEF sectors has been on an upward trend

Iimiting the resources that can be used for investment. Administrative measures need to be

taken such as introduction of travel wallets to reduce on wastages, cutting on non-essential

services such as office hospitality.
102) Taking into consideratjon the fiscal projections (Chapter Two) and the above expenditure

framework, the projected medium term sector ceilings for 2076/17 - 201,8/19 will deviate

from that of the baseline projections. Most of the sector will witness a decrease in the

proportion of their total allocationin 2016/1,7 and the medium term. However, some of the

sectors that wiil vritness a significant increase include Education; Govemance Justice Law and

Order sector; Public Administration and International Relations and National Security.

103) The increase in proportion of funds to the education sector will largely be for recurrent

expendirure with the target of improving the quality of education. The increment for the

Governance Justice Law and Order sector will be for the Independ Elections and Boundaries

Commission (IEBC) for preparation for the 2077 general elections. The preparation for the

general elections will also necessitate the increase in allocation for internal security under the

Public Administration and International Relations sector. Finally, the increased proportion of
funds for the National Security will be for improving general security. The table below

provides a comparison of the projected medium term sector ceilings with the business as usual

and living within our means scenarios.
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Table 13: Proposed Medium Term Sector Ceilings (as percentage of GDP)
2015/16 2016/17 2017 /18 2018/19 2016/17 2017 /18 2018/19

Business as Usual Projections Living within our means
projections

Agriculture, Rural & Urban
Development

1.1.o/o O.9o/o O.9o/o 0.8% 0.7%o O.7o/o 0.7%o

Energ)', Infrastructurc and
ICT

5.8o/o 5.70/n 4.80h 4.8o/o 1.3o/" 4.7o/o 4.1.oh

General Econ. & Commercial
-\ffairs

0.3o/o O.2o/o O.2o/o 0.2Yo 0.20/o 0.20/o 0.2o/o

Health 0.8% 0.8o/o 0.8% 0.70h 0.7o/o 0.60h 0.6o/o

Education 4.8o/o 1.80h 1.60/o 4.3o/o 4.20h 4.20h 4.2o/o

Governance, Justice, Larv &
Order

2.2o/o 2.1.o/o 2.10h 2.20h 1,.60/o 1.60h 1.60h

Public Admin &
Ioternational Relations

3.5o/o 3.30h 3.30/o 3.3o/o 2.80h 2.70 2.8o/"

National Securin' 1.60k 1.60h 1.50k l.60/o 1,.1o/o l.3o/o 1.3o/o

Sociai Prot., Culture &
Recreation

O.5o/o 0.4o/o 0.40/o 0.40/o O.3o/o O.3o/o O.3Yo

Environ Prot, Water & Nat.
Resources

0.9o/o 7 .7o/n 1.Ooh 0.90k 0.7o/o 0.7o/o O.7o/o

Election Related Expenditure O.Oo/o 0.30/o 0.4o/o 0.0o/o 0.20k 0.2o/o 0.ook

Nominal GDP 6,497.0 7,535.3 8,621.2 9,806.6 7,535.3 8,621.2 9,806.5

Source: PB()
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Chapter FfVE

Righting the Devolution Vessel: Perspectives on County
Budget options

"It war the beo of timu, it pat the worst of timet

Dickenq Tale of Two Citiet.

it wat the rcarcn of light, it was the searon of darkneir. . ..." Charlet
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a) Introduction
104) The adoption of the new constitutional dispensation was a momentous occasion for Kenyans

especially those at the local level. The creation of t'wo levels of Government with complete
Powers of the purse vested in the local legislatures gave hope to Kenyans to begin a new
journey of better and efficient delivery of services after all. the constitution promised resources
will follow functions. Critical functions had been assigned ro the local level Government and
the nationally raised resources were to be shared fust vertically and then hoizontalTy and
equity was to be upheld.

105) Through the budget process, substantial resources have been transferred to the county level to
finance devolved functions mainly under health, agriculture and livestock, basic infrastructure
and county Government administrative structures. Administrative structures and various
pieces of legislatiofls were enacted to actualtze the devolution process.

106) Although it is too soon to measure the impact of the new constitutional dispensadon, there are
significant gains made with regard to devolution, fostedng development at local level,
provision of services at the grassroots level, and creation of administrative and governance
structures. However, thete are issues regarding the alignment of policies with budget and
issues of resource leakage. Indeed, evidence from the key oversight institutionsll ind.icates
that there are still challenges in particular as regards to management of county financial
resources.

107) Key challenges include:
(a) heightened expectations by the public at the local level in delivery of services as a result, in

an effort to deliver, several procedures are not followed;
@) untimely and unpredictable approved transfers, and slow flow of funds between county

entities;
(c) past commitrnents due to uncompleted proiects and prograrrunes;
(d) misappropriation and misallocation of available resources;
(e) lack of linkages between key planning documents (including cases of where some counries

operated without approved County Integrated Development Plan (CIDP) and Annual
Development Plan) and budget estimates;

(f) weak county oversight mechanisms coupled with lack of transparency in so far as clear
reporting is concerned; and

(g) lack of or inadequate technic al capaaty on public financial management at the counry level.

108) Overall, it is important to underscore that the national public finance structures have been in
implementation for over fifty years and reforms have been instituted to customize them. The
counties are s 'll struggling to operationalize these rules.

109) A keen look at the Controller of Budget Reports indicates that the recuffent Budgets of
counties have been astronomically high in the last t'wo fiscal years, Sri"g preponderance to
compensation and other benefi.ts of county staff and operational maintenance. Indeed, a look
at the components of development estimates for 22 counties show that during the fust half of

" Auditor General and Controller of Budget
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the FY 2074/75, the expenditure on dwelopment ouday ranged approximately between 6

percent and 28 percentl2 This has been a maior inconsistency in view of the provisions of
PFM Act 2072 on fiscal objectives and responsibilities, though it is quite observable that there

has been salutary shift of average development ouday in the Fy 2015/16 allocations.

110) Financial management system is a key element in the ProPer utilization and fiscal governallce

of county resources. Employment of financial systems, as is expected, allows efficiency in the

capture of approved expenditure and processing of payments, firrther providing more impetus

for accountabiJity and boosting transparency by way of providing expenditure trails and

credible system records. Despite teething challenges experienced so far in adopting the use of
Integrated Financial Management Information System (IFMIS), all counties employ at least the

critical functions of budgeting and implementadon (Plan to Budget and General kdger
components) to facilitate fiscal fiurnagement and effective decision making on resource

prioritization, allocation and reallocation (or realignment in supplementary provisions).

111) However, gaps still exist in facilitating complete autonomous use of the IFMIS resource with
the expectation that the national Governrnent comes in at the level to offer essential technical

support. Currently, system use is weighed down with intermittent connecdons that hamper

county operations and independence.

112) Findings and observations by supreme audit and oversight institutions cortoborate an overall

scenario of precarious state of fiscal management and accountability, which in effect has over

the same period triggered ameliorative policy and legislative interventions such as

operationalization of financial management regulations and curbing excess recurrent

provisions through set budget ceilings.

11i}) The Constitution gives a period of not more than three years from date of fust elections

during which the phasing of functions will be complete, unless for some reason a county
cannot perform assigned functions.

114) Therefore, as counties embark on budgetin g for 2076 /77 and the medium term it is imperative

that we relook at the principle approach of "one shoe fits all". Instead, focus should be on
reorienting expenditure to fit the unique needs of each of the counties against specific set goals

to be achieved.

b) Sectoral allocation across Counties
I. Vertical allocation of resoutces

115) Allocations to counties so far reflect more than 15 percent of nationally raised revenue, in line

with arricle 202 (1) (2) on equitable sharing of national revenue as well as article 203 (2) and

(3). Totd county transfers so far benveen the period 2013/14 to 2075/16 has been increasing,

reflecting 11 percent growth in annual teffns. County transfers and total county budgets -
inclusive of own source revenue appropriations - for the current FY 2015/16 represents 4.45

percent and 5.59 percent of nominal GDP levell3 of 2015/16.

r2 Controller of Budget Half year report 2015

" National Treasury, 2015 BROP
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116) Equitable share increased from Kshs.190 billion in2013/14 to Kshs.259.77 bil\on,in which
when expressed as a percent of nominal GDP for the respective years is at 3.77 percent and
4.02percent.

117) Table 14 provides county equitable share of national revenue and amounts of conditional
transfers as well as total county budgets broken down into recuffent and development outlays,
all expressed as percentage of nominal GDP.

of GDP
Item Percentage of GDP

m$/u m4/15 m$/rc
Equitable ehate allocations 3.770h 3.980h 4.02o/o

Conditional allocation 0.460/o O.28o/o 0.42o/o

Ofwhich: Icvel 5 hoepials 0.070h 0.O3o/o 0.060/o

Total county share 4.23o/o 4.260h 4.45o/o

Total county budgets 5.34o/o 5.73o/o 5.59/o

Ofwhich;
Recutreat 3.29/o 3.18o/o 3.7U/o

Developaent 2.05o/o 2.54o/o 2.49%
Nominal GDP in Kshs. Billion 5,044 5,698 6,458

Source: Controller of Budget, \'arious rcpolts

118) Moreover, apart from ordinary national revenue transfers from national governments, county
budgets are also financed through grants and loans from development partners, locally
generated funds raised through levies, fees and rates, afld unspent funds due to lapsing of un-
utilized approved expenditure.

119) On county own-revenue performance, combined collection)as an indicator of counties fiscal
capacity to finance assigned functions, reflect an increase by 29 percent (Kshs.7.5 billion) in

^ggtegate 
terms where the counties collected up from Kshs.26.3 billion to Kshs.33.8 in

2013/14 and 201'4/15, respectively. Target for revenue collection with regards to the current
fiscal year of 2075/16 is at 20 percent and 76 percent of total expected transfers and total
county budgets 't , respectively. This scenario means that with sustained reforms like
automation and further incentivizing respective fiscal efforts the upshot in counry revenue
mobilization is potentially high.

120) In addition, review of total balance brought forward arising from low absorption and delayed
transfers is still high considering the associated opportunity cost of holding counry funds in
operational accounts. The balance brought forward reduced from Kshs.41.1 billion in
2013/1'4 to Kshs.30.2 billion in 2015/16, which comparatively accounts for 1,1, percent of the
current county equitable share of Kshs.259.77 billion.

121) T\e component of conditional loans and grants by Development Partners indicated
Kshs.13.B9 billion in 2014/15 compared to a lower allocation of Kshs.10.67 billion in the
current Fy 2015/16 mainly towards the health sector and road maintenance. Ordinarily, public

1a Controller of budget county reports, various

Table 14: County transfers and total county budgets expressed as
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debt repayments and other national obligations form fust charge expenditure items which in
effect also inform the criteria employed when determining vertical division of national revenue

between the national and county governments. The implications are also far reaching when
county borrowings are to be taken into account.

II. Classification of Expenditute by Functions (COFOG)
L22\ Table 15 shows classification of county government's expenditure by functions (COFOG) for

the fiscal years 2073/74 and 2014/15. The amounts for 2013/14 are based on actual

expenditure while that of the FY 2014/15 is per the printed estimatesls.

723) ln aggrcg^te terms, analysis of the 2013/14 reflect that actud spending stood at Kshs. 161.39

billion against total approved of Kshs.269.2 or 60 percent utiliz2fi61. General Public Services

spending, which comprises of expenditure by office of the governor and counry execudve

services, County Assemblies and other general public senices, accounted for 83.76 percent of
total speniling. This perhaps shows that during the fust year of transition a huge spending
went to compensating county personnel and other allowances.

124) T\e second highest component of actud expenditure went to economic affarrs at 6.87 percent,
in which share of Agriculture and Transport was 1.78 percent and 3.67 percent, respectively.

Spending on health and education amounted to Kshs.8.49 billion and Kshs.1.22 bilhon
translating to 5 .26 percent and 0.7 6 percent, respectively.

125) In the FY 2014/75, there was a shift in resource allocation (see table 2) pady due to fiscal

responsibility pressure to reorient devolved resources towards development oudays, which is a

requirement of the PFM Act 201.2 that at least 30 percent of resources go towards
development activities. Estimates towards the function General Public Services was at 35.91

percent or Kshs. 108.74 billion. Despite an enhanced overall allocation in the same period, the

allocation towards General Economic Services stood at Kshs.77.92 billion or 25.73 percent
while amounts estimated to be spent on health was Kshs.58.64 billion (19 percent). The
increase in hedth sector allocation is a step in the right direction.

15-
ECOnOmTC SUrvey lUJ.5
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Table 15: Classification of Expenditure by Functions of CountyGovernment(CoFOc), (Kshs.s. million)
2013/14* Percenta

ge share
of 13/14

2014/15** Percentage
share ofthe
14/15 total
allocation

General Public Senrices 135.187.04 83.760/0 108.743.61 35.91o/o

Economic Affairs I I.086.63 6.87o/o 77,922.53 25.730h

Ofwhich:
Genenl Economic

Affairs
I ,31 2.91 0.81% 8t 1.30 0.27%

A,gricultue 2,876.45 1.78% 23,277.85 7.69%
Transport 5,%0.08 3.67% 10,231.59 13.29%

Othet ecoaoaicAffain 967_1 9 0.60% 1 3,601.79 4.490/o

Environmental Protection 873.72 0.54o/o 9.184.35 3.030h
flousing and Comm '.ity
Amenities

3,532.56 2.790h 78,727.89 5.980h

Health 8,492.22 5.260/o 58,639.61 1.9.360/o

Recreation, Culture aad Religion 924.64 0.570h 3,515.80 1.760h
Education 1,228.11 0.7 60/o 25.024.19 8.260/o

Social Ptotection 7t.95 0.04% 1,665.36 0.55%
Total 161,397.47 lOOo/o 302,817.34 100.00%

Source: Sun'ev 20'15

* Actual Iixpenditurc

** Printed Estimates

III. Poverty Dimension and Outlook
126) Projected poverty levels of households rn different social economic categories, reflects marglnal

changes in the medium teffn. The percentage of poor households in the formal sector is estimated at
41.8 percent in2015/16 compared to the public sector at 20.7 percent However, households in the
public sector are sliding into poverry 

^t 
a f^ster rate, where in the medium terrn the proportion of poor

households in the public sector is projected to be 
^t 

24.4 percent. This is mainly attributable to
inflationary erosion on incomes reducing consumption and saving power. The poverty level for self-
employed category that are in the agriculture sector is estimated at 36.5 percent rvith further marginal
irnprovements expected within the medium term while the self-employed non-agriculture category is
projected ^t 57.4 percent. The unemployed category mainly consisting of casual laborers and the
unemployed who depend on day to day engagement is estimated 

^t 
66.6 percent making them the

largest poor and vulnerable households.

127) On aggregate level, poverty levels are expected to reduce by a percentage point from the current 47.8 to
46.8 percent by 2018/19, meaning that if the current frscal interventions and strategies are not
reorieflted it rl:,ay most likely not impact the economic welfare and poverty profile among Kenyan
households.Table 16 gives the projected breakdown.
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Table 16: Proportion of poor households per social economic category

PBO- Parliamentary Budget Office Model (PBOM)

128) In view of the poverty proiections, therefore, resource flows for counties in the medium terrn should
be goal oriented, such that subsequent allocations are based on key strategies that are geared towards
poverty reduction and welfare enhancing.

a) Scenario for County Allocations in the Medium Term
n\ The enr-isaged resource allocation to counties assumes 1-l percent growth under equitable share and

maintains modest allocation through other conditional grant including loans and grants. Traditional
conditional grants assume a factor of 10 percent gro\Mth to adjust for inflation and cost overruns. The
details are provided in thc table below.

Table 17: County Allocations in the Medium Term

Sourcc: l)lJ()

IV. County Policy Options fot2076/17 and the Medium term

130) The following are the specific policy options:

No. Category 2013 2014 20L5 2076 2017 2018

MM 2015 2016 2017 2018 MD
1 li)rmal scctor ,+0.8% 40.60/o 41.80h 41.2o/o 40.8o/o 40.7%o

2 Public sector 17.80h 18.40h 20.70h 22.70h 23.9o/o 24.4o/o

3 Sclf-cmplovcd agriculturc 36.90/ 36.50h 35.99h 35.00h 31.0o/o

4 Self-employed non-agriculrure 56.40h 56.30h 57.4o/o 56.8% 56.4o/o 56.1o/o

5 ()thcr 65.8% 65.70h 66.60/o 66.20h 65.80h 65.30k

TOTAL 47.0o/o 46.9o/o 47.8o/o 47.60/o 47.30h 46.80h

Iteme As a Percent of GDP
20ts/16
( Base
year )

mKlfi 2017 /t8 2018/19

Total 4.42o/o 4.630h 5.1iYo 5.|loh

Equitable share (revenue growth factor of 74 oh after base year) 4.000h 3.93o/o 3.920/o 3.92o/o

Conditional allocation 0.42o/o 0.700h 1.270h 7.59o/o

OJwhich:

Frce matemal Health can 0.070h O.060/0 O.O60/o 0.060/0

Lcuel 5 hoEitah 0.060h 0.05o/o 0.05% o.o50h

co mp c nsat i o n fo r a ft r rt e t lo rgo l e 0.01o/o 0.010h o.o70h 0.07o/o

-forl hry ( l5 percent oJ 2014/ 5 actrul - baselne) 0.05o/o 0.05o/o 0.05% 0.05o/o

leadu of nedical eqilibment 0.070 0.060/o 0.050h 0.050h

other eonditionals kehding loau and grant lo tatget mads, waler

,narragefieilt afld iilfmrhilcture, exphning totim potential ,

agricu lttn a n d liaes to ek

0.760/o 0.460h 0.99o/o 7.38o/o

Noninal CDP ir khtt. bilhon 6497.0 7535.3 8621.2 9805.s

1) The counties have been on transition for some
tjme; however, allocative decisions are not
adequately aligned to the needs of the people as

provided for in the County Fiscal Strategy Papers

as well as the national agenda.

For 2076/77, all county budgets should focus on the following:
. On-going development programs especially capitd spending
o New programs that will increase the wealth of ttre county;

and
o Allocation to basic social services.

l-iuing wilhin lilr ?/tedni: Badget Optionl.l'or 2016 / 17 and tlte Median 'l'ern Page 18



I 
)dr/iatrr 

n /trt 1 Bttl <tt ( ) li a'

2) In view of the mandate of the Transition Authority
and the miiestone achieved so far, much more
work need to be done in transferring remaining
functions to counties. Remaining rvork relate to
unbundling and analyses on the actual cost of
functions that are stipulated to be devolved but still
at the national level. Estimates of. both
governments reflect duplication in resource
allocation as well as overlaps in implementation.
Indeed, Transition Authoriq' avers the need to
unbundle and cost functions across the national
institutign and parastatals.

There is urgent need for unbundling and costing of
remaining functions with a view ro eflsure clarity in funding
at either level. This is aimed at resourcing functions
adequatelv and eliminating unnecessar)' duplication, while
addressing constirut-ional provisions.

a

3) Beyond the equitable share, there has been litde
support to key functions in form of conditional
grants. In addition, national Govemment has also
beeo borrowing to fioance budget deficit
Contracting more debt potentially shrinks the fiscal
space, so is less flexibility in the amount available
between the two levels of Government (vertical
sharing) in future.

As counties get traction to reorient and appropriate equitable
share in favor of more development outlays, focus to vote
more conditional allocations including loans and grants in
support of specific interventions is key in fast tracking
devolution goals.

In addition to health and roads, where conditional allocation
are targeted, other areas rvith much potential like tourism
and agriculnrre may be considered

a

a

4) As the equitable share to counties is likely to
increase, the imperative to ensure predictable flow
ofresource to counties during the fiscal year canflot
be gainsaid. The current cash florv plans as one o[
the key senate annual resolutions after having
prepared b1, the National Treasury is to acrualize
seamless inter-governmental hscal transfers that
recognizes counrli needs to implement their
programmed act-ivities and non-discretionan'
expenditures without undue delal's. Based on the
experiences of the past fiscal l'ears, delat'ed releases

and disbursement coupled with imprudent cash
management on the part of the counties, uptake of
budgeted resources is beiow voted provisions while
there is increase in pending bills and borrowings to
assuage short tcrm financing pressures.

5) Consistency between approved development plans
and annual counry budgets is important for
counties to realfze developmeot objectives while
minimizing supplementary provisions that
somedmes negate the suategic provisions of
approved budget and county financial objectives.
With the ceiling measures introduced to lirnit
excess recurreot provisions both at the level of the
Assembly and Executive, budget execution must be
on track as approved, with minimal reallocation to

obtai real-ities to
6) The implementation of key natiooal flagship

projects that have high impact on counq'
performance and economv often register long lead
time and suffer from frequent stoppages.
Infrastrucrure prograrxnes projects in ICT, energl
transmission networks and connectiviry, roads and
capacifi' building programs are some of the
enabLing interventions that will boost much needed

While a re-look at the disbursement schedule is paramount,
National Treasun' must maintain hdelity ro the agreed
disbursement. In addition, there is need to create more
efficienct'in transfers, Iinked to respective count)' cash flow
plans. This is broadly in Line with ,Vticle 21,9 of the
Constirution which requires that national share of revenue
shall be transferred to the Countv without undue delay.

Enhance oversight rneasures to reign on substantial
deviations such as puning in place intemal audit
arrangements and submission of quarterly report to county
assemblies. These measures as well boost fiscal
accountability, transparency and reporting. To this end, all
coundes must implement the newly gazetted PFN{
regulations.

Natjonal programmes and projects such as the National
()ptic Fiber Backbone Infrastrucrure (with only 28 countjes
connected so far as b,v trY 201a/15), electriciry access and
connectivity and county financial management prograrrunes
under the national budget are critical intenentions rhat
must be fast tracked and completed without further delay.

In addition to creating conducive business environment and
sector investment at the counties

a

a

a
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leverage, ef6ciency dividend and other multiplier
effect arising out of private sector investment in the
counties.

capaciry' and competitiveness of the counties will also

improve.

7) Ovn county revenue collections increased by
Kshs.s 7.5 billion in the period between Fl'
2013/14 and 2074/15 where total amount was

Kshs.s 26.29 billion and Kshs.s 33.85 billion,
respectively. Though below aggregate budget
targets, this is key indicative and catalytic rneasure

torvards developing county fiscal capacity towards
resourcing assigned functions.
Indeed, andysis review for 2014/15 revenue targets
against actr:al indicate only 8 counties surpassed

their arget with a range of between 100.1 percent
and 204 percent, 21 counties posted revenue
performance of betnzeen 50 percent and 97 percent
and 16 counties indicated revenue collection o[
between 18 percent ar'd 49 percent. These varying

gro\vth levels in revenue collections and differential
outcornes reflect respective county priorities in
revenue reforms and

8) Despite progress in the use of hnancial
management sl stem and operationalization of
financial autonomy between countv entities
(Counry Assembly and Executive), review of
county budget performance with respect to
formulation, execution and fiduciary oversight still
reflect weak fiscal governance and indiscipline.
l\Iost counties itemized budget are not properly
linked with the programme based budget
framesrork potentially eroding budget credibility
and leading to budget inconsistencies. Roll out of e-

procuretnent across the counties is a huge steP in

addressing procurement challenges and value for
rnoneY concefns.

9) The first generation formula with a total o[ five
parameters, namely, population (457o), Basic Equal
Share (25%), Poverty (20o/o), Ltrd Area (8%) and
Fiscal Responsibility (2%) currendy forms the basis

of horizontal equitable sharing and allocation
arnong the 47 county governments, urith
considerations to determine the second generation
revenue sharing framework ongoing. The review is
informed by the end of the hrst among the two
tluee-year interval period provided as transitional
imperative after which a resolution on inter- couflt]'
revenue sharing plan will be determined once after
every five years. The new resolution is expected to
form the basis for equitable sharing among
counties for the next fiscal year up to the period
2017 /18.

To further exploit respective county revenue potential and
develop couoty 6scal capacity, there is need for concrete
strate$es towards revenue collection and mobilization as

well as management and gtiliz21i611.

Counties may innovatively seek partnerships and
collaboration with KRA while building capacity on the same.

Going forward, considering counties are at the tail-end of
the transition period, fiscal incentives like the 2 percent
currently assigned under the county equitable sharing
framework should be based on respective county effort.
Favourable and predictable county legislation on taxes and
Ievies, low administrative costs and high compliance rate are

some of the other possible criteria to be used.

To further improve budget efficiency and output, full
implementation of IFIUIS components on budgeting and

planning, accounts and procurement as well as financial
reporting and revenue functionalitjes and its various modules
should be fast - tracked with clear agreed timeLines.

Address challenges associated with inconveniencing down-
time and facilitate connections to critical users outside
county headquarters.

Countr use of e-procurement is critical to budget
implementation and performance and should be rolled out in
a rnanner taking into account uruque counry' prohles and

characterizaion such as the level of iofrastrucrural
connectiviq, capacirl' among counr)' end users and intra-
countv geographical and administrative botdenecks.

Look at the strucrural and capacity challenges obtaining at
the level without

revenue among the counties is premised on evidence based

interventions.

Need for current data is critical to identifying county needs

such that resource transfers are directed to facilitate the
attainment of specihc and measurable goals by way of output
and outcome indicators as opposed to a framevzork that risks
facil-itating peer resource ranking among counties.

Comprehensive costing of administrative functions and

activities o[ each county should be a policy priority given
that the parameter of the Basic Equal Share assumes similar
cost strucrures.

()n account of the poverty dimensions as one area to gauge 
I

the efficacies of devolved govemance, it is important that 
I

the framervork containing the key parameters for sharing 
i

a

a

a

o

a

a
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I. Sustainable Development Goals

lil1) Kenya is among the over 200 family of Nations that adopted the Sustainable Development
Goals(SDGs) during the 70'h Session of the United Nations General Assembly held in New
York in 2015.

1j2) The SDGs follow the Millennium Development Goals (MDGs) which were agreed by

governments in 2001 as policy interventions to be addressed by member countries to address

challenges facing the world in the 21" century. The SDG was an outcome of the Rio+20
summit Ln 201,2, which mandated the creation of an open working group to come up with a

draft agen&. The open working group: with representatives from 70 countries, had its fust
meeting in March 2073 and published its final draft, with its 17 suggesdons, i" J"ly 2074. T\e
draft was presented to the UN General Assembly in September 2014. Member state

negotiations followed, and the final wording of the goals and targets, and the preamble and

declaration that comes with them, were agreed in August 2015.

133) As Kenya prepares to start implementing the SDGs, it is critical to evaluate the progress made

in implementing the MDGs and lessons leamt applied in implementing the SDGs. To this
end, table 1 below summarizes status report in implementing the MDGs by the end of 2015.

Table 18: Status Report in Implementing the MDGs by the End of 2015

MDG Status Comments
i. Eradicate extJeme

hunger and poverty
Not Achieved o Poverf increased in Kenya by 28.4 percent despite the growth

reg'istered over the pedod2004-2014.0JNDP 2015 report)
o According to WFP, 1.5 million people still require food assistance in

201.5

ii. Achieve Universai
prirnary education

Partly
Achieved

Enrollment increased from 5.8 million in 2001 10.2 million in 201'4.

High primary enrolments are bolstering youth literacy.

Increase in enrolment but with no corresponding increase in faci-lities

including teachers

The transition rate has reduced frorn 160/o in 2009 to 630/o tn 2013.
'fhis is attributed to cultural orientation of Kenva's communities

a

a

ii-i. Promote Gender
Equality' and
Empower women

Not Achieved o Boys still outnumber gtls in schools. By 2074, there were 5.2 milIion
boys against 5 million g,irls in primary schools while 1.1 million boys
against 976,600 gids in secondary schools.

o Uneven gains in the share of women in wage employment in the
non-agricultural sector standing x 36o/o

o \?omen representation in national parliament is at 27o/o. This is an

increase frorn9.8o/o in 2010.

iv. Reduce
Nlortality

child Achieved . Nloltality reduced from 108 deaths in 2000 to 51 deaths in 2074 per
1000 live births. Infant mortality reduced from 70 in 200 to 36 in
2015 per 1000 live births.

maternalv. Improve
Health

Partly
r\chieved

o N(aternal mortality has reduced slightly frorn 759 in 2000 to 510 in
2015 per 100,000 women. Women using contraceptives however has

increased frorn 21o/o in 1990 to 587o in 2074. 61.2'h of deliveries are

attended by skilled health personnel (Kenya I'lealth Demographic
survev)

vi. Combat
malaria
diseases

HI\T/AIDS,
and other

Partly
Achieved

a Kenya's new HIV infections per 100 people aged between 15-49

years was at 9.9 per cent in 2000. l{owever by the end o[ 2074, the
prevalence was at 5.370 showing a decrease of 46 per cent in new
infections. Life expectancy has increased from 55 yrs. in 2000 to 62
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MDG Status Comments
years in 2013. There is however arise in [fesryle diseases.

vii. Ensure environmental
sustainabilin

Not,\chieved o Deforestation is rampant and carbon emission has stagnated. Kenya's
carbon emission stood at 0.33 metric tons in 2000 compared to 0.30
metric tons in 2010. Kenya's forest area as a percentage of land area
is at 7 .'l,o/o. This is among the lowest in the wodd except for countries
within the desert belts. Some challenges include Illegal encroachmenr,
excision, charcoal burning, illegal cultivation, poaching of timber and
frequent hre outbreaks among othcrs

viii. Develop a global
partnership for
development

Not,\chicved o Kenya's share in the global trade has also stagnated between 0.04
percent to 0.16 pcrcent over fhe same period. Debt sustainability is a

growing concern.
e ()DA as a percentage of Gross Nationai Income (GNI) was 

^t 
3.7o/o

in 2000 compared to 5.9 o/o in 2013

II. Is Kenya ready to fully implement the Sustainable Development Goals
(SDG's) by 2030?

ti4) As noted above, the SDGs are a new, universal set of goals, targets and indicators that UN
member states will be expected to use to frame their agendas and political policies over the
next 15 years. The 17 goals have 169 targets. It is estimated that it will require US$7 trillion
USD to implement all the goals globally. Arising out of the colossal resources requfued to
implement the SDGs, it is proposed that Kenya implements the goals in phases of 5 medium
term expenditure framework.

1Il5) It is thus important that the Country prioritizes the 3 goals highlighted below that can be
funded and be domesticated to suit the I(enya environment in the medium tern expenditure
framework pcriod of 2016 / 17 - 2018 /19.

i. End hunger, achieve food security and improved nutdtion, and promote sustainable
agriculture

1It6) Flunger and po\rerty are very much connected terminologies. Any nation that is not capable if
feeding its people is not worth to stand as a nadon. In the implementation of the MDG's the
country missed an opportunity to achicve this goal. Going forward, it is cridcal rhat we refocus
on how well we cat att^n this goal through the following opportunities that are available
which are:

a) expansion of irrigation schcmes through construction of dams and water pans, boreholes all
over the country, proper harvesting and storage of rain water;

b) through the re-engineering of the extension services in the country by re-training them and
cnhancing supervision;and

c) developing a medium term food security policy in the country.

ii. Ensure inclusive and equitable quality education and promote lifelong leaming
opportunities for all

137) Over the last decade, I(cnya pardy achieved the N'IDG on achier.ing of universal primary
education as primary school enrolLment increased from 5.8 mrllion in 2001 to 10.2 million in
2014.Horvever, this achievement has come with challenges related to the level of quality of
cducation becn offered in public primary schools due to constraints in facihties and human
resource capacities. As the country transists to the SDGs there is need to address the
shortcomings through inr.esting in infrastructure faciliues and rcduce the tcacher - student
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ratio. Infact, statistics from various sources indicate that Kenya's public schools have an

average of 50 students for every teacher thus extra teachers are needed to reach the United
Nations globally recommended teacher-to-student ratio of one teacher to 35 students.

138) Additionally, the country needs to invest in curriculum review that will enhance and align the
education system to the needs of the job market. Investing in technical tertiary education will
be key in bridging this gap as it will help to impact learners with lifelong skills that suit the

demand of the job market.

iii. Ensudng healthy lives and promoting wellbeing for all at all ages
1Il9) Three of the MDG'srelated to the health sector. From the analysis in Table 1 on the status of

implementation of MDGs in Kenya, it is clear that the Country pardy achieved these goals.

The 2010 Constitution devolved most of the health functions to County Governments. Both
levels of Government should ensure that there is adequate funding for programmes aimed at

achieving the goal targets. The Abuja Declaration commits Countries to allocate 15 percent of
their total annual budgets to the health sector.

140) Table 16 below details the proposed policy interventions that need to be undertaken in the
medium term as well as the resource estimates.

Table 19: of the three SDGs that Kenya needs to focus on in the Medium Term

o The Government will have to increase the
overall funding on health care and adopting
measures to curb the loss of firnds in the health
sector,

o Roll out prograflrmes to fight oon
communicable diseases such as cancer, diabetes,

High Blood Presswe among others. Expand
also immunization programmes, cootrol of
diarrheal diseases and acute respiratory
infections, Nutrition, HIV/Aids and malaria to
reduce child mortality

o Allocate resources progessively in the
medium term up to 75o/o of the total
budgetary allocation to attain the
Abuia Declaration on Health.

i. Eoeure healthy
livee arld promote
wellbeiag for dl at
all ages

o The following policy interventions rvill be

required to achieve dre targets as envisioned in
the goals.

o Recruit more teachers to achieve the optimal
pupil: teacher ratio of 40:1 in primary schools

and teacher ratio of 35:1 in secondary schools
instead o[ the current 53:1 in primary schools
and 52:1 in secondary schools.

o Increase availabiliry of textbooks to achieve a

pupil: textbook ratio o[3:1 at lower primary and

2:1 in upper primary;
o Investing in Arid and Scmi-Arid Lands to

enable children in these arcas, especialll gtls, to
access quality education through mobile
schools;

o Enhance provision of an all-inclusive education
so as to accommodate children with special

needs throush modifyine existing lacilities as

o The Government has had an average

allocation of Kshs.s 18 billion to
implement free primarv education. It
is, therefore, proposed to allocate an
extra Kshs.s 10 billion and Kshs.s 20

billion towards primary and secondary
education every year frorn 201,6 / 2017

and the medium term to implemcnt
thc proposed policf interventions.

ii. Ensure inclusive
and equitable
quality education
and promote
lifelong learning
opportunities for
all

prrposcrl policv intcrr cnlior-rs uodcr thc l)roposccl allocalion in thc \l l'l :l'l)ll( )

\t'lt:l ;rcriocl 3tt16/l* :0llii 19
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well as training ofspecial education teachers;
o Expand secondan' school spaces to enhance

transition from primary to secondary frorn 630/o

to 99o/o. This will require increased public
funding to secondary schools to cope s,ith the
expected increase in enrolments at secondary
level;

r ()verhaul the educat-ion svstem b), establishing
more technical institutions and academies to
accommodate special talents such as sports,
music, drama

lii. End
achieve
secufity
improved
nutritiotr,
promote
sustainable
agriculture

hunger,
food
and

and

. Invest in functioning agricultural research and
extension

. Invest in agncultue infrastructure

. Invest in agri-processing that enhances value
addition of products i.e. for farmets, pastordists
and fishers.

r Enhance agricultural marketing

o Each level of Government to set at
least 10o/o of theit budgets in
accordance with Maputo Declaration
for:

. re-trainirig and adequately employrng
extension officers in each sub-county.

e construction of dams in ASAL ateas

to harvest and store water.
o setting up of value addition in a]l

productive areas

Policy options
141) From the abor.e assessment, it is clear that substantial resources are required to kick start the

process of successful implementation of the SDGs. In this regard, there is need to consider
two policy options belorv:

i. In the 2016/17 budget and the medium term, shifting of resources at both the National
and County levels of Government is required to fund prografirmes and projects geared
towards achier.ing the highlighted. Each level of Government should ear-markf ring fencc
at least 10 percent and15 percent of its annual budgets (in line with the N{aputo
Declaration).

ii. In the 2016 /17 budget and the medium tcrm period, efforts should be rolled out to source
for financial support to fund projects that are geared towards the attainment of the SDGs
identified abovc.
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Box 2: IIN a(filiated bodies'views and indicators on SDGs

According to UNESC(), flor the post 2015 development agenda on education will be achieved through focusing on the

learning outcornes and equiry in education.

Ken1,a will therefore look into Percentage oI children who achieve minimum prohciencv standards in

reading/mathematics at end o[: (i) primary and (n) lower secondary school ; Completion rate (primary, lower secondary,

upper secondary; ()ut-o[-school rate (priman, lorver secondary; Percentage o[ schools providing (i) basic drinking

water; (ii) adeguate sanitation; and (iii) adequate hygiene services ; Pupil-to-computer ratio by level ; Percentage of
schools with adapted infrastructure and materials for people with disabilities ; Percentage of 15-year-old srudents

showing proficiency in knowledge of environmental science and geoscience.

The \World Health Organization as identified some of the indicators Kenya will look into while implementing the SDG

on health. Some of the indicators will be life expectancv at birth, N{aternal death per 100,000 live births, under ltve

mortality per 1000 live births, HI\/ incidence rate per 100 adult person,1B incidence per 1000 person, N{alaria incident

cases per 1000 persons 1,ears, probabiliq' of dying of cardiovascular diseases, cancer, chronic respiratory diseases or

diabetes.

According to Food and Agriculture Organizaion (FAO), the key challenge will be developing indicators that can be

measured regularly and cost-effectively by all countries. FAO is working on two fronts: improving the statistical

measures for hunger, malnutrition, resilience and smallholder agriculrure required for monitoring SDG 2; and

strengthening the set of indicators that caprure the sustainable use and management of narural resource s for hunger and

poverty eradication, across a number of other SDGs including 14 and 15.

According to World l{ealth ()rganization, Kenla will have to strengthen mortaliq. statistics svstems that rely on multiple

sources including death reg'istration with reliable cause of death. In addition, the measurement of incidence rates (or

proxies for incidence) and (effective) coverage o[ interventions, as rvell as ltnancial protection will be critical. I{ousehold

surveys with biological and clinical data collectjon will be criticai, also to effectively measure inequalities in the

population. Timel,v, reliable and accurate health faciliq' data can complement household sunel data.

If rhe overarching indicator for monitoring the health goal in the SDGs is healthy life expectancy to capture both

mortaliry* and decrements in health status of thc population, an agenda will need to bc developed to ensure comparability

of measures of functioning in national population health survel's. A core sct o[ these items that would allow lor
comparabiliry within countries over time and sub groups as well as across countrics that can be incorporated within

national data generation excrcises would be essential. Thls would then cnable the combining of this information with

mortal-iq, data to monitor healthv lile expectancy.

According to the World Trade ()rganizat.ion, the proliferation of Regional Trade 
'\greements 

is Likely to reduce the

exports of Sub-Saharan African countries, Kenya inclusive as a result of stiff competition from devcloped countries.

This wiil have serious impact on the uselulness o[the target of SDG 17 which calls timely implementation of dug-free,

quota-frec market access even if the target is achieved. This calls lor additional action by the international community if
the aim is to provide Kcnva and other developing countries with significantlv improvcd exporting opportunities.

The number of proposed SDGs and targets will present a lormidable challengc to rnin\ countrics including Kenya. For

the indicator framework to bc manageable (economically), the number of indicators at international levcl should be kept

to a minimum. The core set of indicators should directly measure the target's intended outcomc. Ther- also have to be

universal, meaning all countries need to report on them.

Given that we seem to be moving towards a development agenda that will have a considerably widcr scopc than the

lUDGs, not everything will be mcasurcd by core indicators. It may be not possible to do so. A separate list of
supplementary indicators is likely to measure processcs and means of implementation. It mav be that Kenya rvill bc able

to choose which of thcse they vrant to put their monev into.
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4 Ensure inclusive and
equitable quality
education and promote
Iifelong learning
opportunities for all

Table 20: International commitments on Goals

. Percentagc of childrcn rvho achievc minimum
proficicncr. standards in reading/mathematics at
end of l)rtman, and Sccondan'

o Completion rate (primarv and secondan)
o ()ut-of-school ratc (primary and secondarv)
. Perccntage of scl.rools providing (i) basic drinking

water; (ii) adequatc sanitation; and (iii) adequatc
hygicnc senices ;

o Pupil-to-computer ratio by level ; Pcrcentage oI
schools rvith adaptcd infrastructurc ar-rd materials
for pct,ple with disabilities ;

. Perccntagc of 15 vear old srudents showing
profi cicncy' in kr-rorvlcdge o f cr-rvironmental
sciencc and sclcnce

The United Nations
recommends a teachcr to
pupil ratio of 1:40 lor
primary cducation and 1:35
for secondary education.

o Proportion ofpopulation covered by national
social protection programs.

. Percentage ofeligible population covered by
national social protection prograrrrs

o Total fertility rate
o Kenya's Vision 2030 calls for a GDP growth of

TOoh per annrun.

The lUorld Bank delineates
population with eamings of
less than $1.25 as population
living in poverty.

1 End poverty in all its
forms everywhere

o Crop lield gap (acrual yield as a pcrcentage of
attarnable yield)

o Number o[ Agricultural extension workers pcr
1,000 larmers

o Proportion of population below minimum level
of dietary energl consumption

. Percentage of women of teproductive age with
anemia

. Perccntage ofinfants rvho are exclusivelv
breastfcd.

Kenl a is a signatory to the
Nlaputo Declaration rvhich
calls for allocation of at least
10 percent of national
budgetary resources to
agriculrure and rural
development

2 End hunger, achieve food
security and improved
nutrition, and promote
sustainable agriculture

o Life expectancy at bLth.
o N{aternal death per 100,000 live births.
o under five mortality per 1000 live births.
o HI\/ incidence rate per 100 adult person.
o TB incidence per 1000 person.
o N{alaria incident cases per 1000 person's years

probability of dying of cardiovascular diseases

such as cancer, chronic respiratory diseases or
diabetes.

The Abuja declaration by the
!7orld Health Organization
calls for allocation 75oh of
the budgetary resources
tovards Health.

3 Eosure healthy lives and
promote wellbeing for all
at all ages

Ensure availability and
susainable management
of water and sanitation
for all

. Percentage of population using safely managed
water senrices

. Percentage of population using safely managed
sanitation services by urban/rural

6

Strengthen the means of
implementation and
rcvitz}Irze the global
partnership for
sustaiflable development.

o Domcstic Revenuc allocated to sustainable
devclopment as a pcrccntage of GNI per sect()r.

o ()fficial Developmcnt -\ssistancc and net privatc
grants as a percentagc of GNI

t7

Intcrnational
( -()lrrmi t1lclrts./ Standards

Proposcd indicators\r>. SI)C;
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ANNEX t SUSTAINABLE DEYELOPMENT GOALS

I I.

No. Goal Targets Time
Fmme

ltd polcrty in all its

f<rrms clcn'u'hcrc
liradicate e\tremc p()rcrty for all pcoplc cvcnruhcrc, currcndv mcasurcd as pcoplc lir-ing on lcss than S1.25 a

1.2

2030

^t
bt half thc pnrportion of mcn, nrrmcn and childrcn of all agcs polcrty in all its

dimcnsions kr nadonal dchnit.ions

2030

lmplcmcnt protection sl stcms and mcasurcs f<rr aJl, including fltrcrs,
achiclc substantial cotcragc of thc ptxrr and thc vulncrablc

2030

Itnsurc that all mcn and nomcn, in ptrticular thc poor and thc lulncrablc, halc equal rights kr cconomic
rcs()urccs, as $cll as acccss to basic scniccs, o\ncrship and contr()l (xer land and othcr forms of l3 propcrtl,
inhcritance, natural rcsourccs, appropriatc ncrv technologt and financial scn.iccs, including microfinancc

2030

Iluild thc rcsilicncc of thc poor and thosc in rulncrablc situations and rcduce thcir csposurc and rulncrabilitv to
climatc-rclatcd cxtrcmc cvcnts and orhcr cconomic, social and cnvironmcntal shtrks and disastcrs

2030

l')nsurc significant mobilization oIrcsourccs from a vuictv ofsourccs, including thr()ugh cnhanccd dctclopmcnt
co()Pcrati()n. in ordcr to prolidc adcquatc and prcdictablc mcans [rrr devcloping countrics, in particulu lcast
dclckrpcd countrics, k) implcmrnt pr()grmmcs and policics to cnd polertv in all its dimcnsitns

2030

(-rcatc souud polict framclrrrks at thc nati()na], rcgion:rl and intcrnati<mal lclcls, based on pro-poor irnd gcndcr-
scnsititc dctek>pment t<) support accclcrated invcstmcnt in porcrn'cradication actions.

2030

lind hungcr, achicvc

f<xd sccurifi and

improvcd nutriti(,n and

promote sustainablc

agnculturc

l')nd hungcr and cnsurc acccss bt, all pcoplc, in particultr thc p(x)r and pcoplc in vulncrablc situations, including
iofants, to safc, nutritious and sufficicnt food all vcar round.

2030

lind all forrns ofmalnutrition, including achicving, bv 2025, the intcrnationally agrccd targcrs on stunring and
rvasdnq in clildrcn undcr 5 l cars of agc, and addrcss thc nutritional nceds of adolcsccnt glrls, prcgnant af,d
lactating s omcn and older pcrsons

2030

l)oublc thc agricultural productivitl and incomes of small-scalc [txrd pnduccrs, in particular srrmcn. indigcnous
pcoplcs, farnill farmcrs, pastoralists and fishcrs, including through sccurc and cclual acccss ro land, othcr
productivc rcs()urccs and inputs, knoulcdgc, financiaJ scn'iccs, markcts and opportunities for laluc addirion and
non-farm cmplot'mcnt

2030

Ilnsurc sustainable forx.l production s\-stcms and imp)cmcnt resilicnt agricultural practiccs that incrcasc
pr<ductility and pnrduction, that help maintain cc()slstcms, that strcngthcn capacin f<rr adaptati<n to climatc
changc, c\trcmc rvcathcr, drought, flrxrding and 0thcr disastcrs and that p(rgrcssivcll impror-e land and soil
gualitv.

2020

N{aintairr thc gcnctic dilcrsitv of sccds, cultivatcd plants and farmcd and d()mcsric,rtcd animals rnd thcir rclatcd
tild spccics, including throuuh soundlv manaucd and divcrsihcd sccd and plant banks at thc national, rcgronal

l().10
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No. Goal Targets Time
Frame

and intcrnati<mal lcvels, and pr()motc acccss to and fair and c<luitablc shring of bcnefits arising from thc

utilizati<>n <>f genctic rcsourccs and associatcd traditional knowlcdgc, as intcmationallv agrccd

lncrcasc invcstmcnt, including tluough cnhanccd international co()pcration, in rural infrastructurc, alryicultural

rcscarclr and c\tcnsion scn'iccs, tcchnologv dctclopmcnt and plant and lircstock gcnc banks in ordcr t() enhancc

aglcultural productivc capacity in dcvcloping countrics, in prticulr lcast dcvcl()Pcd c()untrics

2011)

Adopt mcasurcs to cnsurc thc propcr functioning of frrcd comm<dity mrkcts and thcir dcrilatilcs and Facllitalc

timcly acccss to mukct information, including on ftxld rcscn'cs, in ordcr to hclp limit cstreme f<xrd pricc

lolatilitl

2030

Corrcct and prcrcnt tradc rcstrictions and distortions in s,orld agricultural mukets, including through the paallcl

climination of all forms o[ agricultural crport subsidics and all csport mcasurcs sith cquilalcnt cffccl, in

accordancc with thc mandatc of thc I)oha l)elelopmcnt llound.

2030

III. [.]nsurc hcalthy Iircs and

promotc \\'cllbcing for
all at dJ agcs

llcduce thc global matcrnal mortalitl rati<> to lcss than 70 per 1(X),000 lire birrhs 2030

l,)nd prevcntablc dcatbs of ncu'borns and childrcn undcr 5 ,vcrs of agc, u.ith all countrics aiming kr rcducc

ncrnatal mortaliq,t() at lcast as los as 12 pcr 1,(XX) livc births and under-5 mortalin t() at lcast as los'as 25 pcr

1.000 lilc births

2030

cnd thc cpidcmics of AII)S, rubcrculosis, malaria and ncglcctcd tropical discascs and combat hcpatitis, u atcr-

bornc diseascs and other communicable discascs

2030

rcducc bl onc third prcmaturc mortaliry from non-communicable discascs through prcvcntion and trcatmcnt

and pr<>motc mcntal hcalth and rvcll-bcing

2030

Strcngthcn thc prcvcntion and treatmcnt of substancc abusc, including nucotic drug abusc and harmful usc o[
alcohol

2030

I lahc thc numbcr ofg)obal dcaths and injuries from road traffrc accidcnts. 2020

linsurc unilcrsal acccss to scxual and rcproductivc health-carc scn'iccs, including ftrr family planning,

information and cducation, and thc intcgration of rcproductilc hcalth into national strarcgrcs and programmcs

2030

,,\chiclc unilcrsal hcaltlr corcragc, including hnancial risk protection, acccss k) quality csscntial hcalth-carc

scn ices and acccss to sa[c, cflfcctivc, qualitl and affordablc cssential mcdicincs and laccincs f<rr all

2030

Substantial\' rcducc thc numbcr of dcaths and illncsscs from hazrdous chcmica]s and air, rvatcr and soil

pollution and contamination

2030

Strcnghcn thc implcmcntation of thc World I Icalth Organization Iiramcs ork (lonlcntion on 'li>bacco (irntrol

in all countrics, as appropdatc

2030

Supp()rt thc rcscarch and dcrclopmcnt of vaccincs and mcdicincs frrr thc communicablc and non-communicablc

discascs that primarilv affcct dcrcloping c()untrics, pr()\'idc acccss t() affordablc csscntial mcdicincs and laccincs,

in accordancc rith thc l)oha l)cclradon on thc 'l'llll'S Agrccmcnt and l)ublic I Icalth, rvhiclr affirrns thc right of

2030
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Fmme

dclcloping countrics to usc t() thc full thc prolisions in thc Agrccmcnt on'l'radc Ilelatcd Aspccts ()f lntcllcctual
Propcrty lli.ghts rcgarding flcribrlitics t() protcct public hcalth, and, in particulr, pnxidc acccss to mcdicincs [<rr

dl
Substantialll increasc thc rccruitmcnt, dclckrpment, training and hcalth
rvorkf<rrcc in dcvcloping countrics, cspccially in lcast countrics and small island dclckrping Statcs

20-30

Strcngthcn thc caPacit\' of all countrics, in particular dclcloping countrics, for carll' s rning, risk rcduction and
managemcnt of narional and gkrbal hcalrh risks.

2030

IV I insurc inclusive and

cAuitablc Aualin,
cducation and promotc

lifckrng lcrning
opportunitics for all

Iinsure that all gids and bo\'s c()mpletc frce, ccluitablc and gualin priman'and sccondarl.cducation lcading to
r<'lctrnt rnd ( irr.rl-4 tfftcrirt. lt,rrning ourcomcs

2030

Linsurc that all grls and bovs halc access to gualitl cailr, childh<xrd dcl clopmcnt, carc and p.cp.imrrrc&rcatim
so that thcy arc rcady for primary cducation

2030

Ilnsurc 2CCCSS all s'omcn and mcn to aff<rrdablc and <1 lcational and tcrtiarv cducation,
including unilcrsin'

20.30

Substantialh incrcasc thc numbcr of rrruth and adults s ho havc rclclant skills, including tcchnical ancl rrrcational
skills, frrr cmpkrymcrr t, Juccnt jrrbs xfld cnlr(frcn(,urslrin

2030

Eliminatc gcndcr dispuitics in cducation and cnsurc cqual acccss to all lcvcls ofcducatitn and rrrcational traininu
f<rr thc tulncrablc, including pcrsons sith disabilitics, indigcnous pcoplcs and childrcn in rulncrablc siruauons

2030

llnsurc rhat all trrut a proportion <tf adults, both mcn and somcn, and numcract 2030

l'lnsurc that all lcrncrs acquirc thc knoslcdgc and skills nccdcd to promotc susrainablc dclclopmcnt, in.ird{g,
am()ng ()thcrs, tlrrough cducatiort for sustainablc dctcJopmcnt and sustainablc lifcsnlcs, human rights, gcndcr
eguality, promotion of a cullure oI pcacc and non-r'iolcncc, gkrbal citizcnship and apprcciation of cultural
di\crsitY and <lf culture's contribution to susrainablc dclclopmcnt

2030

lluild and upgradc cducation facilitics that are child, disabilitr and gcnder scnsirive and prolidc safc, nonviolcnr,
inclusir c and eflcctive lcarnint cnr-irrnmcnts fi>r all

20.30

Substantially cxpand scholarships atailablc to dctckrping countrics, in
dcvclopcd c()untrics, small island dcvcloping Statcs and African countrics, for cnrolment in highcr education,
including rrrcational training and inf<rrmation and communicarions tcchnolo14., tcchnical, cnrinccrin.q and
scicntific prrgrammcs, in dclclopcd c()untrics and <>thcr countncs

2020

incrcasc thc suppll ofqualified tcachcrs, coopcration for
ralnlng ln c()urltflcs, lcast dcvclopcd countrics and sntall island der statcs

3()_l()

,\chiclc gcndcr cAualitl
and cmpos cr all srrmcn

rnd girls

llnd all forms of discrimination against ali v()mcn and girls cvcrvrvhcrc 2030

l lliminatc all forms of liolcncc against all rvomcn and grrls in rhc public irnd privarc sphcrcs, including rratlrcki,rg
and scsual and othcr tlpcs o[ crpkritation

2030
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No. Goal Tergets Time
Frame

l.llimnatc all hrmful practiccs, such as child, carly and f<rrccd muriagc and fcmalc gcnital mutilation 203t)

llccognizc and valuc unpaid carc arrd d<tmcstic *rrrk through thc prolision of public scn-iccs, infrastructurc and

s<rcial protcction policics and thc promotion of slraed rcsponsibilitv vithin thc houschold and thc familv as

nationally appropriate

2030

l,lnsurc urrmcn's full and cffcctilc participation rnd cAual opportunitics f<rr lcadcrship at all lcrcls ofdccision

making in political, cconomic and public lifc

2030

l,)nsurc unilcrsal acccss to scxual and rcproductilc hcalth and rcprtrCuctivc rights as agrccd in accordancc sith
thc l)rrlyammc oI Action of thc Intcrnational (]onfercncc on I)opulation and l)crclopmcnt and thc l)cijing

l)latfrrrm for Action and thc outcomc documcots of tlrcir rcvicrv confcrcnccs

2030

Undcrtalic rcfrrrms to 13r'c srrmcn cqual riglrts to cconomic rcsourccs, as s cll as acccss to ou'ncrship and c()ntrol

olcr land and othcr frrrms o[ propcrtl', hnancia.l scn-iccs, inhcritance and natural rcsourccs, in accordancc sith
nilionrl IaNs

2030

Iinhancc thc usc of cnabling technologr', in particulr inf<rrmation and communications tcchnololSr, to Promotc
thc cnrpowcrmcnt of rvomcn

2030

Adopt and strcngthcn sound policics and cnfrrrccablc lcl4slatir>n frrr thc prom<ttiotr of gcndcr cgualiS and thc

cmpo\\rrmcnt of all s omcn and $ds at all lcvcls

2030

vl I insurc availabilitl and

sustainablc managcmcnt

ofsatcr and sanitation

f<>r all

,\chicvc universal and cquitable acccss t() safc and aflrrrdablc drinking later f<rr all 2030

,\chicr.c acccss to adc<1uatc and c<luitablc sanitatjon and htgrcnc [<rr a]l and cnd opcn dcfccation, paving spccial

attcnti()n t() thc nccds of \rmcn ard grls and thosc in sulncrablc situatiotrs

2030

Impr()\'c u.arcr qualitt, by rcducing pollution, climinating dumping and minimizing rclcasc oI hazrdous chcmica]s

and nraterials, hah ing the proportion of untrcatcd vrstc\\'atcr and substandalll incrcasing rccy cling and sa[c

rcusc globally

203{)

Substantinllv incrcase rvatcr-usc cfficicnct across all scct()rs and cnsurc sustainablc sithdrarvals and supplv of
frcshrvatcr to addrcss rvatcr scarcity and substantiall), rcducc the oumber o[ pcoplc suffcring from s :ttcr scrrcity

2030

Implcmcnt intcgratcd \\'atcr rcs()urccs managcmcnt at a.ll lcrcls, including through transboundary c<xrpcration as

aPpr()Pf,atc

20-30

l)rotcct and rcstorc Natcr-rclatcd ccosvstcms, including mountains, f()rcsts, \\!tlands, rivcrs, aquilcrs and lakcs 2020

lixpand intcrnational coopcration and capacitr' building support to dclcloping countrics in \\'atcr- and sanitatiott-

rclatcd activitics and programmcs, ir:cluding u,atcr han csting, dcsalirlatior, vatcr cfficicncv, rvastervatcr

trcatmcnt, rcc)'c[r]g and rcusc tcchn<llogcs

203{)

Support and strcngthcn thc participation oflocal communitics in improling tatcr and sanitati<11 manallcrncnt 20.30

VlI lirsurc acccss ro l insurc unilcrsal acccss to affrrrdablc, rcliablc and modcrn cncrfl' scn.1ccs 2030
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No. Goal Targcts Time
Frame

affrrrdablc, rcliablc,

sustainalrc and modcrn

cnergv f<rr all

Incrclsc substrntialll thc sharc ofrcncsablc cncrgt,in rhe ulobal cncrgl mix 2030

l)oublc thc gkrbal ratc ()f improlcmcnt in cncrgl cfficicncl 2010

Iinhancc intcrnational ctxrpcratitrr to facilitatc access to clcan cner6n rcscarch and technologr', including
rcnclablc cncrul', cncrll cfficicncv and adlanccd and clcaocr frrssil-fucl tcchnologv, and promotc inrcstmcnl in
encrgt infrastructurc and clean en(rg! tcchn()l()g1

2010

and upgradc tcchnologl frrr supplving mrdcrn encr6r' scn iccs fr rr :Jl in
dcvcloping countrics, in prticular )cast dclcloped countrics, srnall island do cloping States, and land-l<rckcd
dclcloping countrics, in accordancc with thcir programmcs of support

2030

\/l I I_ l'romotc sustaincd,

inclusivc and sustainablc

cc<nomic grorvth, full

and pr<xJuctir c

cmpl()\'mcnt, and dcccnt

rvork for all

Sustain lcr capila cconomic gros-th in accordancc sit h national circumstanccs and, in particular, at lcast 7 pcr
ccnt gr()ss domcstic prlduct {:r()\\'llt pcr annum in tlrc lcast der.cl<tpcd countrics

20.10

,\chicr-c higher lcvcls of cconomic prtiluctiviq through dilcrsification, tcchnologrcal upgrading and innolation,
includinu through a f<rcus on hich-\'aluc addcd and labor intcnsir-c sectors

2030

l)r()nt()tc )pmcnt ( support productilc activitics, dcccnr cntrcffcncurship,
crcati\ it-Y irnd innovation, and cncouragc thc forrna]izatior and rryos th of micro , small- and mcdium-sizcd
cntcrpriscs, including through zcccss t() financial se^ ices

2030

lmpll-c progrcssilch, throuqlr 20-j0, global rcsourcc cfficicncl in crnsumptirn lnd production and cndcl or to
dccouplc cconomic rroslh frrn cnr-irrnmcntal dcgradation, in accordancc sith thc 1O-r'car lramcrrrrk of
Pr()grammcs ()n sustainablc c()nsunlptr()n and production, \jth dcr clopcd c()untrics taking thc lcad

20.i{)

.\chictc full and productilc cmplolmcnt and dcccnt srrrk for all srrmcn and rrcn, including frrr rrrung pcoplc
and pcrsrns sith disabilitics, and c<1ual pav for srrrk oI eclual laluc

2030

Substantialll not in cmpl()\'mcot, cducation ()r trailting 2020
'l akc trrmcdiatc and cffcctir-c m(asurcs to cradicatc ftrrccd labor, cnd modern slatcry and human traffickinu and
sccurc thc Pr()hibition and climination of thc lorst [<rrms ofchild labor. including rccnritmcnt and usc ofchild
soldicrs, and bv 2025 cnd child labor in all its frrrms

2025

and promotc safc and sccurc rvorking cnr ironmcnts mleralttI

trrrrkcrs, in particulirr \\r)mcrt rnigrants, and thosc in
2030

l)ctisc and implcmcnt policics to prontotc sustainablc tourisnr tirat crcalcs jobs and prrrnotcs lrrcal culturc and
products

2030

tl' )mcsltc institutirns t() cnc()uratc and lrlsuraflccacccss k)
and financial scn iccs lrrr all

20.30

Incrcasc ,\id for 'l radc support frrr dcr c)<>ping countrics, in particular lcast dcr cLrpcd c()untrics, including
througlr tlrc linhanccd lntcgrated liramc*ork for'['radc-llc]atcd 'l cchuical r\ssistancc t() Lcast l)c\.cl()pcd
( lountrics

103()
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Develop md opcrationalizc a global stratcgy f<rr vouth cmploymcnt and implcmcnt the (Jloba.lJobs Pact of the

Intcrnational Labor Organization

2020

IX. Build rcsilicnt

infrastructure, promotc

inclusivc and sustainablc

industrialization, and

fostcr innolation

Dcvclop quality, rcliable, sustainablc and rcsilient infrrstructurc, including rcgional and trms-bordcr

infrmtructurc, to suplnrt econ()mic devcl<>pmcnt and human *'cll-bt'ing, s,ith a fmus on affordablc md eguitablc

acccss for all

2030

Promotc inclusivc and sustainablc industrialization md, by 203t), signihcantly raise industry's shuc of
emplol,mcnt and gtoss domcstic pruluct, in line \ith national circumstmccs, and doublc its shuc in lcrot

dcvclopcd countrics

2030

Incrcasc thc acccss of small-scalc industrial and othcr cnterprises, in particulr in dcveloping countries, to

financial scn'iccs, including affordablc crcdit, and their integation into ta.luc chains and makcts
2t)30

upgradc infrastructurc and rctrofit industrics to make thcm sustainablc, uith increascd rcsourcc-usc efficicncy

and grcater adoption of clcan and cnvironmentally sound tcchnologics and industrial processcs, with all countrics

taking action in accordaocc u'ith thcir rcspective capabilitics

2030

Iinhancc scicntific rcscrch, upgradc thc technolol4cal capabilitics of industrial sectors in all countflcs, rn

puticulu dcvcloping countries, including, by 2030, encouragrng inn<>vation and substantially incrcasing the

number of rcscrch and dcvelopment wrrrkcrs per 1 million pcople and public and privatc rescrch and

dcvclopmcnt spcnding

2030

Facilitatc susrainable md rcsilicnt infrmtructurc dcvclopmcnt in dcvcloping countries through cnhanced financia.l,

tcchnologcal and tcchnical support to African countrics, least dcveloped countries, landlockcd dcvcloping

countrics and small island dcvcloping Statcs 1 tl

2030

Support domcstic tcchnologv dcvclopmcnt, rcscrch and innovation in dclcloping countrics, including b,v

ensuring a conducivc policy environment for, intcr ali4 industrial divcrsification and valuc addition t<r

commoditics

2030

Signifrcandy incrcruc acccss to inf<rmation and communications technol<45y- and strire to provide univcrsa.l and

affordablc acccss to thc Intcrnct in lcast dcvclopcd countrics

2020

X. llcducc incquality within
and among countries

Progcssivcly achicvc and sustain incomc [yo\\'th of thc bottom 40 pcr ccnt of the population at a rate highcr

than the national a\.cragc

2030

Emporver and prom()te thc s<rcial, cconomic and political inclusion of all, irrcspcctivc of age, scx, disabilin', racc,

ethnicity, origin, rcligion or cconomic or othcr status

2030

Iinsurc cquaJ opportunity and rcducc incqualities of outcomc, including by eliminating discriminatory larvs,

policics and practiccs and promoting appropriate lc$slation, policies and action in this rcgard

2030

Adopt policics, cspecial\, fiscal, rvagc and scial protection policics, and progrcssivcly achielc lycatcr cqua.lity 2030
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No. Goal Targets Time
Fmme

Improlc thc rcgulation and monitorinq ofglobal financial mrkcts and institutions and strengthcn thc
implcmcntation of such rcgulations

2(,.30

I'lnsurc rcprcscntation and voicc f<tr dcr cloping countrics in
cconomic and financial institutirns in ordcr to dclilcr morc cffccdr-c, crcdiblc, accountablc and ['gitimarc
institutirxrs

2030

liacilitatc ordcdr', safc, rcgular and rcsponsiblc migrati<n and mobility ofpeoplc, including through thc
implcmcntati()n oI planncd and srll-manaeed migration policics

2030

Implcmcnt thc principlc of spccial and differcntia] trcatmcnl frrr dctcloping countrics, in particular lcast
delclopcd countrics, in accordancc vith Woild 'l'radc ( )rgalization ag{ccmcnts

2030

I'inc<>uragc assistancc and financial flos's, including frrreign dircct in\estmcnt, t() Statcs

shcrc thc nccd is grcatcst, in particulu lcast dcvclopcd countrics, -\frican countrics, small island dclcloping
Statcs and landlrrckcd dclcloping countrics, in accordancc sitlr thcir natirnal plans and pr()grammes

2o3o

Iteducc to lcss than 3 pcr ccnt thc transaction costs ()[ mi{3rant rcmittanccs and climinatc remittancc corridors
sith costs highcr rhan 5 pcr ccnt

20.1(,

XI, N{akc citics and human

scttlcmcnts inclusir-c,

safc, rcsilicnt and

sustainablc

Iinsurc acccss for all to adcquatc, salc and affrrrdablc housing and basic and uptradc slums 2030

l)rovidc acccss to safc, aflrrrdablc, acccssiblc and sustainablc transp()rt slstcms ftrr all, improling road safctr.,

notablv b)' crParrding public transport, rith spccial attcntion to thc nccds of ttrosc in vulncrablc situations,
nrmcn, childrcn, pcrsons with disabilincs and oldcr pcrsons

2010

llnhancc inclusilc and sustainablc urbanization and capacitl frrr participaton, inteLratcd and sustainablc human
scttlcmcnt planning and mirnagcmcnt in all countrics

2030

thc rvoild's cultural and natural hcritagct() pr()tcct 2o3t)

Sigmificantly rcducc thc number ofdeaths and thc numbcr ofpcoplc affcctcd and substantiallv dccrcasc thc dirccr
cconomic losscs rclatilc to global gross domcstic pr<xluct causcd bl disastcrs, itrcluding s'arcr-rclatcd clisasrcrs,

sith a ftrcus (n pr()tccting thc poor and pc<>plc in rulncrablc situatir,ns

2030

l{educc thc adlcrsc pcr capita cnrir<nmcntal impact of citics, including br pavinc spccial attcnti()n ro air quality
and municipal and ()thcr \\2stc managcmcnt

2030

l)rolidc unilcrsal acccss t() safc, inclusitc and acccssiblc, urccn and public spaccs, in particular frrr srrmcn and
childrcn, oldcr pcrsons and pcrsons with disabilitics

2030

Support positivc cconomic, socia] and cnviflmmcntal links bcnvccn urban, pcri-urban irnd rural arcas bt,

strcngthcrJng natirnal and rcgional dcrclopmcnt planninq
2030

Substantially incrcasc the nurrbcr of citics and hunran sctdcments adopting and implcmcnting intcuratcd policics
and plans totards inclusiol, rcsourcc cfficicncl', mitigati<n and ldaptau<xr to climatc chilngc, rcsilicncc k)
disastcrs, and delelop and implcmcnt, in linc *ith the Scndai Iiramcsork ftrr l)isasrcr llisk llcduction 201 5-2030,

2020
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No. Goal Targets Time
Frame

lrr>listic disastcr risk managcmcnt at all lcvcls

Support lcast dcvcl<>pcd countrics, inctuding through financial and tcchnical assistancc, in building sustainablc

and rcsilicnt buildings utilizing lmal matcrials

2030

XII. l'lnsurc sustainablc

c()nsumPtion and

pr<xluction pattcrns

Implcmcnt framcwork of progrmmcs on sustainablc consumption and production, all c()untrics taking action,

uith dcr.ckrpcd countrics taking thc lcad, taking into account thc dcrck)pment and capabilitics of dcvckrping

countrics

2026

achicvc thc sustainable managcmcnt and cfficicnt usc of natural rcsourccs 2030

halvc pcr capita gkrbal frxrd Nastc at the rctail and consumer lcvels and rcducc food losscs along prtduction and

supply chains, including post-han cst l<>sscs

2030

achictc thc cnlironmentalll sound managcmcnt of chcmicals and all rvastcs throughout thcir life cyclc, in

accordancc t'ith agrecd intcrnational framcrvorks, and sigmificandl'rcducc thcir relcasc t() air, \\'atcr and soil in

order t<> minimizc thcir adrcrsc impacts r>n human hcalth and thc cnr ironmcnt

2020

SubstantiaJly rcducc \vastc Br-nerati(>n rhr<>ugh prercntion, reduction, rccycling and rcusc 2030

Iincouragc companics, cspccialll larpp and transnational companics, t() ad()pt sustainable practiccs and to

intcgrarc sustainabilin inf<rrmation intt> thcir rcporting clclc

2030

l)romotc public pr()curcmcnt practiccs that uc sustainab)c, in accordancc s'ith national policics and prioritics 20.30

cnsurc tltat people cvcryrvhcrc hale thc rclcvant infrrrmation and arvarcness for sustainablc dcvclopmcnt arrd

lifcstvlcs in harmonv s ith naturc

2030

Support dclckrpine countrics kr strcngthcn thcir scicntihc and tcchnological capacit\' to molc totuds morc

sustainablc pattcrns of c(xrsumption and productiur
2030

I)ci ckrp and implcmcnt to()ls to monitor sustailrablc dclclopmcnt impacts frrr sustainablc t()urism that crcatcs

jobs and promrxcs local culture and products

20i0

Ilationalizc incfficicnt fossil-fuel subsidics that cnc()uragc rvastcful consumption bv rcmoving markct distordons,

in accordancc with national circumstanccs, including by rcstructuring ta\atitn and phasing out thosc harmful

subsidics, uherc thcy crist, to reflcct thcir enlilrnmcntal impacts, taking fully into account thc spccific necds and

conditions of dcrcloping countrics and minimizing thc possiblc adtersc impacts ()n thcir dcvclopmunt in a

manner that protccts thc poor and thc affcctcd communitics

2030

XIII. 'l akc urgcnt actjon to

combat climatc changc

and its impacts (taking

Iotc of aLryccmcnts

madc by thc UNI(i(lC

Strcngthcl rcsilicncc and adaptivc capacitl'to climatc-rclated hazrds and natural disastcrs in all countncs 2030

lntcgratc climatc changc mcasures into national policics, stratc$cs and p!anning 2030

Improre cducation, as arcncss-raising and human and institutional capaciq on climatc chan.qc mirigatitrr,

adaptation, impact rcduction and cdv rvuning

2030

lmplcmcnt thc commitmcnt undcrtakcn b1, dcvclopcd-country pfftics to thc Unitcd Nati()ns liramc\,()rk 2020
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No. Goal Targets Time
Frame

fr>rum) (lonvcnti<xr on Climatc (-hangc to a gral of mobilizing jointly S100 billion annuallv b1, 2020 from all sources r<r

addrcss thc nccds of dctcloping countrics in thc c()ntc\t ()f mcaningful mitigation actirxrs and transparcncy on
implcmcntation and fulll'opcrationalizc thc (irccn (llimatc liund through its capitalization as stxrn as possiblc
l)romote mcchanisms lor raising capacity for cffcctivc climatc changc-rclatcd planning and managcmcnt in lcast
dcvclopcd c()untrics and small island dclckrping Statcs, including focusing ()n \\omcn, lrruth and ltrcal and
muginalizcd communitics

2030

XIV (inscn'e and

sustainabh'usc thc
(rccans, scas and marinc

lcsources frrr sustainablc

dclcl<pmcnt

prevent and significantlv rcducc marinc pollution of all kinds, in prticular from land-bascd activitics, including
mrinc rl,bris and nurrirrrr polJution

2025

sustainablv managc and protect marinc and coastal ccoslstcms to ar-oid significant advcrsc impacts, including by
strcngthcning thcir rcsilicncc, and takc action frrr thcir rcstoration in ordcr to achielc hcalthy and productivc
()ceans

2{120

Nlirumizc and addrcss thc impacts of occan acidification, including througlr cnhanccd scicntific coopcration at all
Icrcl s

2030

cffcctivclr rcgulatc han esting and cnd or-crfishing, illcgal, unrcporrcd and unrcgulatcd fishng and dcstructi\c
fishing practiccs and implcment scicncc-bascd managcmcnt plaus, in ordcr t() rcstorc fislr st<>cks in thc shortest
timc fcasiblc, at lcast t() levcls that can producc mtimum sustainablc ljcld as dctcrmincd bv thcir bro)<gcal
charactcristics

2020

(,<>nscnc at lcast l0 pcr ccnt oFcoastal and marinc areas, consistcnt uith national and intcrnational larv and
bascd on thc bcst alailablc scientific infirrmation

2020

prohibit ccrtain forms of fisherics subsidics \]rich contributc kr o!ercapacit| and olcrfishirrg, climinatc subsidics
that contributc to illcgal, unrcportcd and unrceulatcd hshing and rcfrain from intr<xJucing ncs'such subsidics,
rccogmizing that aPpr()priatc and cflcctile special and diffcrcntial trcatmcnr ft>r dcvckrping and lcast dctclopcd
countries should bc an intcgral pilt ()f tlrc Wodd 'l'radc ()rganization fishcrics subsidics ncgotiation

2020

Inclcasc ts t() Small Island dci cl<>ping Statcs and lcast thc
sustainablc usc of marinc rcs()urces, including through sustainablc managcmcnt ()f fishcrics, aguaculture and
t()urism

2030

lncreasc scicntific kros)cdgc, dcr-clop rcsearch capacitv and tmnsfcr mainc tcchnol<4;v, taking into account thc
lntcrgovernmcntal ()ccanographic (irmmission (-ritcria and (iuidclincs on lhc 'l'ransfcr ()[ Nlarinc'l cchnolor-n',
in order to impr<x'e rrccan hcalth and t<> enhancc thc contribudon of marinc biodivcrsiq' t() thc dclclopmcnt of
dcvcloping countrics, in prticulr small island dcrckrping Statcs and lcast dcr.clopcd c<>unrrics

2030

I)rolidc acccss [<rr small-scalc artisana] fishers t() marinc rcs()urccs and markcts 2030

linhancc thc c<>nscrvati(n and sustainablc usc ()f <rcans and thcir rcsourccs bv implcmcnting intcrnati()nal la\\'as
rcflcctcd in UNCL()S, shich pr<xidcs thc lcgal lramcsork for thc conscn'ation and sustainablc usc o[occans

20-10

lLing willtin lilt /)tea,Lr: Budget Optiot.; Jot' 201 6 / I - and tbe Aledinnt Tenn Page 67



I't, t,, t.'t l).1 l)

No. Goal Tergets Time
Frame

and thcir rcsourccs, as rccalled in paralyaph 'l5tl of 'l'he Iruturc Wc Want

XV Protect, rcst()rc and

promotc sustainable usc

of tcrrcstrial ccosystems,

sustainably mana{!c

fl<rrcsts, combat

dcsertifi cation and halt

and rcvcrsc land

dcgradation, and halt

biodivcrsity loss

ensurc thc conscn'ation, rcstorati<>n and sustainablc usc of tcrrcstrial and inland frcshwater ccos)'stcms and thcir

scn'iccs, in pruticulu forcsts, rvctlands, mountains and drylands, in linc rvith obligations under intcrnational

agfccmcflts

2020

Promotc thc implcmcntation of sustainable managcment oI all q pcs o[ forcsts, haJt dcf<rrestation, rcsk>rc

dcgradcd firrcss and substantiallv incrcase aff<rrcstation and rcforcstation globallv

2020

combat dcscrtification, rcstorc dcgradcd land and soil, including land affectcd by dcscrtification, drr>ught and

floods, and strirc k) achiclc a land dclyadation-ncutral uorld
2030

I,lnsurc thc c<>nscn'ation oI mountain ccosvstcms, including thcir biodilcrsin, in ordcr to cnhancc thcir capacity

to proridc bcneFtts that rc csscntial for sustainablc dctcltlpmcnt

2030

'l'ake urg"-nt and significant acti()n t() rcducc thc dcgradatior of natural habitats, halt thc loss of bi<ilircrsiry and,

by 2020, protcct and prclcnt thc cxtinction of thrcatcncd spccics

2020

l)romotc fair and cquirablc shring of thc bcncEts arising from tlrc utilizatir>n of gcnctic rcsourccs and promotc

appropriatc access t() such resourccs, as intcrnatitlnallt'agrccd

2030

'l'akc urgcnt action t() cnd poaching and trafFrcking of protcctcd spccics o[ flora and fauna and addrcss both

dcmand and supplv of rllcgal uildlifc products

2030

introducc mcasurcs t() prcvcnt thc intrrxlucti<rr and sigmificantlv rcducc thc impact of invasive a.licn spccies on

Iand and rvatcr ecr>systcms and c(xttrol or cradicatc thc prioritl' spqcics

2020

integratc cc()systcm and biodiversity valucs into natk)nal and )ocal planr:ing, dcvckrpmcnt Processcs, poYcrty

reduction strate[+es and accounts

2020

i\{obiLzc and significantlv increasc financial rcs()urccs from a]l sourccs t() c()nsefl'e and sustainabll usc

biodii'crsity and ccosl,stcms

2030

Mobilizc sigoificant rcs()urccs from all sourccs and at all lcvcls to financc sustainablc f()rcst managcmcnt and

pror.idc adccluate inccntivcs to dcvckrping cou,rtrics to adlancc such managcmcnt, including for conscn adon

and rcforcstation

2030

linhancc global support for cff()rts to combat poaching and trafficking of protcctcd spccics, including b1,

incrcasing thc capacity oI local communities t() lursue sustainablc ]ivclihtxrd opportunitics

2030

xvt. Promotc pcaccful and

inclusirc srrcicties frrr

sustainablc

dcvclopment, prolidc
acccss to justicc flor all

Significantly reducc all forms of violcncc and rclatcd dcath ratcs cverpvhcrc 2030

I,)nd abusc, crploitation, traffrcking and all f<rrms of r-iolcncc against and torturc of childrcn 2(\30

Promotc the rulc of larv at the nati<xral and intcrnational lclcls and cnsurc cqual acccss to justicc f<rr all 2030

Ilv 2030, significantlv rcducc illicit financial and arms flos s, strcngthcn thc rccovcn- and rcturn of stolcn asscts

and combat all frrrms of organizcd crimc

2030

-
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and build effcctilc.
accountablc and

inclusilc instituti<ns at

all lctcls

Substantiallv rcduce corruption and bribcn in all thcir lrrrnts 2030

l)clclop cflfcctir-c, acc()untab]c and transparcnt instituti<rts at ali lcr cls 2030

linsurc rcsprnsivc, inclusivc, puricipit()4, and rcprcscntatit.c dccisirn-making at all levcl 2030

llroadcn and slrcngthcn thc participation ofdcvckrping countrics in rhc institutirxrs ofglobal gotcrnancc 2030

l)rovrdc lc.girl idcntin,frrr alJ, including birth rcgsratirm 2030

l')nsurc public acccss k) nr('r(ct fundJm( nral frcr.J,rms. in rccr lcgislrti,,n
and intcrnatirnal alrccmcnts

2030

Strcrrgthcn rclclant natitnal instittrtions, including tlrrough intcrnarional c(x)pcration, f<rr building capacin at all
lcr cls, in particular in dclckrpinu countrics, t() prctcnt liolcncc altd combat tcrrorism and crimc

2030

non-discriminirton las s and policics for s )nmcnll)rornotc 2030

\VI Strcnghcn thc mcans of
imp)cnrcntatirxr and

rcvitalizc thc tkrbal
ptrnrrrship for
sustainlblc dclckrpmcnt

Strcngthcn domcstic rcsourcc mobilization, including Ihrough intcrnati<)nal sulp()rt t() dc\ck)ping c()Lrnrrics, k)
irnprovc domcstic capircitt for tar rnd othcr rclcnuc coilcction

2030

countrics to implcmcnr fullr rhcir official dctclrpmcnl c(xrmitnrcnts. includinr thc
c()nlmitmcnt br mnnl dcrclopcd countrics to achiclc rhc tuecl of().7 pcrccnt of()D,\/(iNI to dcrclopinu
countrics a,rd 0.15 k) 0.20 pcr ccrrt ol()1)A/(iNl to )cast dcvcJopcd countrir.s ()l),.\ pror.idcrs are enc()urallcd

'd countricsto considcr lo at lcxsr 0.20 pcr ccnt of()l) \/(iNI rr lcast

2030

i\lobrlizc t1 rcs()urccs for dcr clopinc coLrnlrics fr()nl s()ufccs 2030

,\ssist dcvckrping countrics in attaining kn.q-tcrnt dcbr srrstainabilill, rlrrough c<xrrdinatcd p,,licics ,ri-"d m

f< rslcrint dcb t financing, dcbt reli c f and dcb t rc struc turing, irs appropriatc, and addrcss r hc c\ tcrnil dcbt o l hiuhlv
intlcbtcd p<xrr countrics ro rcducc dcbt distrcss

2030

,\d()pt and inrplcmclt iltvcstmcnt promc>tiort rcgrmcs ft rr lcast dcr dopcd c()unrrics 20\o
Iirthancc North-South, South-Soutlr and triangular rcdonal and intcrrrational c(n)pcrati(,n <n and acccss t<r

sci('itcc. tcclrlr()l()g1 and innoratirm and cnhancc knoslcclgc sharint on mutuallt agrccd tcrms, including throuult
impror-cd ctxrrdination irmong t'xisting mcchrnisms, in particular al rhc LJnitcd Nations )crcl, and thlrugh a

gl<,baJ tcchnoloql facilitrtion ficchxltism

2030

l)rorlotc thc dcvclr>pmcnt, translcr. disscminlti<rr and diffusirn ofcnr ironmcnlallt sound tcchnologrc.s tt,
dcr-ckrping crruntrics on fiuorablc tcrnrs, including on c(nccssi(n,rl and frcfcrcnrial tcrms,,rs mutuall\ agrccd

2010

liulll'opcrationirlizc thc tcchn()l()ql ltark and scicncc, tcchnologv and inn()\'ati()n capacitr. buildint mcclranism
firr lcast dcrclrpcd c()uotrics br 2o17 rnd cnh:rncc thc usc ofenabling tcchnologr', in particular inf<rrntati()n iurd
c()mmunicati()ns tcchn(r( )ut'

20.30

linhancc intcnrational support for implcmcntirrgcffcctir.c and ttrgctcd capacill, l>uildinu in dcrckrpirrg countri-
t() supp()rt tr.rtirnal p)atts to implcorcnt all thc sustainablc dcvckrpmcnt goals, includint rhrough North,South,

2030
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South-South md triangular coopcration

Promotc a univcrsal, rulcs-based, opcn, non-discriminatory and equitablc multilatcral trading systcm under thc

Wodd Trade Organization, including through the conclusion of negrtiations under its l)oha 1)evelopment

Agenda

m30

Significandy increce the cxports ofdercloping countries, in prticulr u'ith a vicrv to doubl.ing the least

dcvclopcd countries' shrc of global cxports

2020

Rcalize umcly implemcntation of duty-free and quota-frec milkct acccss on a lasting basis for all least dcvelopcd

countries, consistent vith World 'liadc Organization dccisions, including by cnsuring that preferential rules of
ongrn applicable to imports from least dcvclopcd countrics rc tmnsptrent and simple, and contributc to

facilitating milket acccss

2030

linhmce $obal macroeconomic stabrlitv, including through policy cmrdinati<>n and policy cohercncc 2030

l,)nhance policy cohercnce for sustainable delclopment 2030

llcspcct cach country's policy spacc and leadcrship to cstabljsh and implcment policies for poverty cradtcauon

and sustainable dcrclopmcnt

2030

Iinhance thc global prtncrship frrr sustainablc development, complcmented by multi-stakeholdcr prtncrships

that mobilizc and shac knorvlcdgc, cxpertisc, tcclrnology and Frnancial rcsourccs, to support the achicvcment of
thc sustainablc desckrpmcnt goals in all countrics, in prticulr devcloping countries

2030

l,)ncouragc and promotc cffcctivc public, public-private and civil s<rcictv ptrtncrships, building on thc cxpericncc

and resourcing stntcdcs of partncrships

2030

I,)nhance capacity-building support to devck>ping countrics, including for least dcvelopcd countnes and sma.ll

island devcloping Statcs, to increasc slgnihcandy the availabiliry of high-qualiry, timely and rcliablc data

disagyegatcd by incomc, gendcr, agc, race, cthnicity, migratory status, disability, gcographic location and other

chracteristics rclcvant in nadonal contcxts

2020

lluild on cxisting initiativcs to dcrclr)p mcasurcments o[ progress on sustanablc dcvclopmcnt that complement

gross domcstic product, and support statistical capacity-buildrng in dcvcloping counrics

2030

-

.1 r
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Annex 2: Some Vision 2030 Flagship Proiects and their proiected annual resource allocations compared to
acnral budget estimates in Kenya Shillings in Millions

Ptogrammes / Proiects

Indicative
budget
(Kshs.s.
Millions) MTP 2 Proiections Printed Estimates Resource Gap

Total 2014/ts 2015/16 2014/15 2015/16 2014/ts 207s/t6
Nlombasa - Nlalaba / Kisumu
Standard Gauge Railway 31,7,300 69,325 79,325 157,000 143,898 (87,67s) (64,573)

Increasing E lectricity Generation
Capacin'and Access

619,152 591,086 58,088 76,731 621,061 514,355

Youth empowerment 66,653 12,639 13,790 15,055 17,055 Q,416) (3,265)
Increase water availability in the
countfy 280,007 58,905 62,725 14,820 8,953 44,085 53,112

Irrigated Agriculturd Programmes 320,000 61,000 68,000 11,740 9,700 49,260 58,300

Securifi, and Poiicing reform Initiative 395,352 8.r,955 ' 83,557 5,900 10,332 79,055 l7 ))q
Health care subsidies for social health
protection. 21"1.,320 29,633 45,675 2,600 3,010 27,033 12,665

Destination Llarketing 18,350 3,4()0 3,600 1,720 1,742 1,680 1,858

Tier 1 Retail N{arkets 18,750 3,750 3,750 956 915 2,794 2,835

trIodernization of Ferrv serl'lccs 9,020 1,850 1,700 600 7,439 1,250 262

Special Economic Zones 4,500 1,300 1,000 559 741 r,000
Establishment of Konza Technologl'
Citt'

23,000 3,000 5,000 500 810 2,500 1,190

Establishment of Disease Free
Zones

1,096 880 81.2 228 900 652 (88)

Development and upgrading of N{SE,

infrastructure 7,050 1,.11 0 1,,41,0 27 1,383 1,41,0

Commuter Rails in Nairobi,
llombasa and Kisumu

82,851 1.7,179 14,634 17,179 14,634

Fertilizer costreduction 31,500 10,000 10,000 10,000 10,000

Promote growh and development of
NISEs

14,125 2,715 3,137 2,715 3,137

Lirittg within lilr mettnr: Budget Optiont Jbr 201 6 / / 7 and the Mediunt Tmn Page 71
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