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| Foreword 

The 2020 Budget Review and Outlook Paper is set against the backdrop of a contracting global 

economy occasioned by the outbreak and the rapid spread of the Covid-19 Pandemic. The 

Pandemic and the attendant containment measures have led to contraction of the global 

economy disrupting businesses including international trade and leading to loss of lives and 

livelihoods for millions of people globally. Global economic activity is projected to contract by 

4.9 percent in 2020 from a growth of 2.9 percent in 2019 with prospects across countries and 

regions remaining highly uncertain. 

On the domestic scene, the Pandemic and the containment measures have not only disrupted 

our ways of lives and livelihoods, but to a greater extent business. Consequently, the economy 

erew by 4.9 percent in the first quarter of 2020 compared to a growth of 5.5 percent in a similar 

period in 2019. Considering the impact of Covid-19, the economy is proj ected to grow by about 

2.6 percent in 2020. To cushion citizens and businesses from the adverse effects of Covid-19 

Pandemic and support economic activities, the Government moved swiftly to implement a range 

of fiscal measures in the context of the Tax Laws (Amendment) Act, 2020 and the Finance Act 

2020 as well as various monetary policy measures. Evidently these measures have provided the 

much needed relief to the economy and provided additional disposable incomes to the people 

and businesses. Building on the progress made, the Government introduced the Economic 

Stimulus Programme which is currently under implementation and is finalizing the 

development of a Post Covid-19 Economic Recovery Strategy to boost economic activity. As a 

result, the economy is projected to grow by about 5.3 percent in 2021 and 5.9 percent over the 

medium term. 

The fiscal performance of the FY 2019/20 budget was below target on account of revenue 

shortfalls and rising expenditure pressures. In particular, the revenue shortfalls in the fourth 

quarter of the FY 2019/20 was largely due to the severe disruptions on economic activities from 

the containment measures put in place to contain the spread of the Covid-19 Pandemic. In light 

of: these developments, revenue projections for the FY 2020/21 budget will be revised 

appropriately. The fiscal deficit (including grants) is therefore, projected at 8.9 percent of GDP 

in the FY 2020/21 budget which is higher than the 7.5 percent of GDP in the budget estimates 

and the outcome of 7.8 percent of the GDP in the FY 2019/20 budget. The deficit is projected 

to decline to 7.1 percent of GDP in FY 2021/22 and 4.9 percent of GDP over the medium term. 

In light of the above, the focus of the FY 2021/22 budget and the Medium Term will be to grow 

revenues on account of economic recovery and policy measures. At the same time expenditures 

with be rationalized by removing the non-core expenditures from the budget. The outcome will 

be reduction in the fiscal deficit that will support reduction in the growth of public debt to 

ensure debt sustainability. The enhanced revenue will enable implementation of the “Big Four” 

Agenda, initiatives under the Economic Stimulus Programme as well as the Post Covid-19 

Economic Recovery Strategy. This will re-position the economy on a steady and sustainable 

growth trajectory to create jobs, reduce poverty and narrow the inequality gap. 

Considering the tight resource envelope that is available for FY 2021/22 budget, all the Sector 

Working Groups are required to carefully scrutinize all proposed Ministries, Departments and 

Agencies (MDAs) budgets and ensure strict adherence to the hard sector ceilings and tight 

deadlines provided in this document. This will facilitate the timely finalization and 

appropriation of the FY 2021/22 and the Medium Term budget. 

eal 

N. (AMB.) UKUR YATANL, EGH 

CABINET SECRETARY/ THE NATIONAL TREASURY & PLANNING 
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The Budget Review and Ouilook Paper is Prepared in accordance with Section 26 of the Public Finance 
Management Act, 2012. The law states thai: 

1) The National Treasury shall Prepare and submit to -Cabinet for approval, by the 30% September in each 
financial year, a Budget Review and Outlook Paper, which shall include: 

a. Actual fiscal performance in the previous financial year compared to the budget appropriation 
for that year; 

A 

d. The reasons for any deviation from the financial objectives together with Proposals to address 
the deviation and the time estimated to do SO. 

d. Publish and publicize the Paper noi later than fifteen days after laying the Paper before 
Parliameni. 

Fiscal Responsibility Principles in the Public Finance Management Act Tn line with the Constituij cn, the Public Finance Management (PFM) Act, 2012, seis out the fiscal 
responsibility principles to ensure prudent and ansparent management of public resources. The PFM law 

(Section 15) states that: 

1) Over the medium term, a minimum of 30% of the national budget shail be allocated to development 
2) The national sovernment’s expenditure on Wages and benefits for public officers shall not exceed a 

percentage of the national government revenue as prescribed by the regulations. 3) Over the medium term, ihe national government’s borrowings shall be used only for the purpose of 
financing development expenditure and not for recurrent expenditure 4) Public debt and obligations shall be Maintained at a Sustainable level as approved by Parliament (NG) 
and county assembly (CG) 

5) Fiscal risks shall be managed prudenily 
6) A reasonable degree of Predictability with resp    
    

lor
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Executive Summary 

The 2020 Budget Review and Outlook Paper has been prepared in accordance with the Public 

Finance Management (PFM) Act, 9012 and its Regulations. The document provides actual 

fiscal performance for the FY 2019/20, macro-economic projections and the sector ceilings for 

the FY 2021/22 and the medium term budget. The document also provides an overview of how 

the actual performance of the FY 2019/20 affected our compliance with the fiscal responsibility 

principles and the financial objectives spelt out in the PFM Act as well as information showing 

changes from the projections outlined in the 2020 Budget Policy Statement. 

The outbreak and spread of the Covid-19 Pandemic and the ensuing containment measures have 

devastated global economies. As a result, the global economy is projected to contract by 4.9 

percent in 2.020 from a growth of 2.9 percent in 2019 with prospects across countries and regions 

remaining highly uncertain. Kenya has not been spared with the Pandemic slowing down 

economic activities in key sectors of the economy in the first quarter of 2.020, resulting to a 

lower growth of 4.9 percent compared to a growth of 5.5 percent in a similar period in 2019. 

Considering the impact of the Covid-19 pandemic, the economy is projected to grow by about 

2.6 percent in 2020 and recover to about 5.3 percent in 2021 and about 5.9 percent over the 

medium term. 

The fiscal performance of the FY 2019/20 budget was below target on account of revenue 

shortfalls and rising expenditure pressures. In particular, the revenue shortfalls in the fourth 

quarter of the FY 2019/20 was largely due to the severe disruptions on economic activities from 

the containment measures put in place to contain the spread of the Covid-19 Pandemic and the 

tax reliefs implementéd by government to cushion Kenyans.. Thus, total revenue collection 

including A-l-A amounted to Ksh 1,733.6 billion against the revised target of Ksh 1,864.8 

billion. On the other hand, total expenditure and net lending was Ksh 2,565.4 billion falling 

short of the target by Ksh 252.4 billion, mainly due to the lower absorptions recorded in both* 

the recurrent and development expenditures by the National Government. As a result, the fiscal ~ 

deficit for the FY 2019/20 was Ksh 790.8 billion (equivalent to 7.8 percent of GDP).against a 

targeted deficit of Ksh 918.0 billion (9.0 percent of GDP). 

In light of these developments, revenue projections for the FY 2020/2: will be lower than . 

initially budgeted. In light of the additional expenditure pressures, the fiscal deficit Gncluding 

grants) is projected at 8.9 percent of GDP inthe FY 2020/21 which is higher than the 7.5 percent 

of GDP in the budget and 7.8,percent of the GDP in FY 2019/20. The fiscal outcome for the 

FY 2021/22 is projected to improve supported by enhanced revenue mobilization and 

rationalization of expenditures to eliminate non-core expenditures from the budget-Revenue 

collection is projected at 16.2 percent of GDP in the FY 2021/22 from 16.5 percent of GDP in 

the FY 2020/21. Total expenditures are projected to decline to 23.7 percent of GDP in FY 

7021/22 from 25.9 percent of GDP in FY 2020/21. The fiscal deficit for the FY 2021/22 is 

therefore projected to decline to 7.1 percent of GDP from 8.9 percent of GDP deficit in FY 

2020/21. 

To cushion businesses and households from the adverse effects of the Pandemic and stimulate 

economic recovery, the Government is implementing 4 host of measures including the 

Economic Stimulus Program and is finalizing a Post Covid-19 Economic Recovery Strategy. 

These measures coupled with the stable macroeconomic environment and the sustained 

implementation of the “Big Four” Agenda is expected to boost economic recovery. However, 

this macroeconomic outlook is not without risks. The main risk to this outlook relate to the 

persistence of the Covid-19 Pandemic. The Government will monitor these risks and respond 

appropriately to mitigate any negative impact on growth. 
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3. The underperformance in revenue collection and expenditure pressures in the FY 

document. Budgetary allocations in this BROP are aligned to the needs of the Economic 
Stimulus Programme and the Post Covid-19 Economic Recovery Strategy designed to mitigate 
the negative impact on the economy and further re-position the economy on a sustainable 

5; With this background, the test of the document is organized as follows: Section I 
provides a review of the fiscal performance for the FY 2019/20 and its implications on the 
financial objectives set out in the 2020 BPS. Section II provides highlights of the recent 
economic developments and outlook while Section IV and V provide the Proposed resource 
allocation framework and the conclusion respectively. 

 



  

. REVIEW OF FISCAL PERFORMANCE FOR THE FY 2019/20 

A. FY 2019/20 Fiscal Performance 

6. In the 2020 BPS the financial projections assumed a normal operating environment 

having set on a conscious journey of fiscal consolidation, targeting a lower fiscal deficit of 6.3 

percent of GDP in the FY 2019/20, 4.9 percent of GDP in 2020/21 and ultimately 3.0 percent 

of GDP over the medium term. This plan was premised on a strong revenue growth, reduction 

of non-core expenditures and a gradual slowdown in the growth of public debt. 

1 However, this path was interrupted by the disruptions of economic activities, 

containment and fiscal measures undertaken to contain the spread of Covid-19 Pandemic and 

cushion Kenyans against the negative impact of the pandemic. The pandemic did not only 

worsen revenue performance in FY 2019/20, but will also affect revenue performance in FY 

2020/21. In particular, import-related taxes such as import duty, VAT on imports, import 

declaration fees and railway development levy have been negatively affected due to lower 

imports and reduction of trade among countries. Further, other domestic taxes have been 

severely affected by declining incomes and depressed consumption. . 

8. Even before the first COVID-19 case was reported in Kenya, measures instituted 

«nternationally to curb the spread of the disease such as cancellation of international flights and 

total/partial lockdowns by some countries were having an adverse impact on import related 

taxes and sectors such as tourism and hospitality. The emergence of Covid-19 in Kenya in early 

March 2020 complicated the situation and negatively affected both the domestic and import 

related revenues especially in the fourth quarter of FY 2019/20. 

Revenue Performance 

2. The fiscal measures implemented by the Government in order to cushion Kenyans 

against the adverse impact of the pandemic and to further increase liquidity in the economy are 

estimated to cost the exchequer Ksh 172.0 billion in revenue foregone by the Government in 

one financial year. These measures include: lowering of the Value Added Tax (VAT) rate from 

16% to 14%; reduction of tax rates for both corporate and personal income (PAYE) from 30% 

to 25%, provision of a 100% tax relief for persons earning a gross monthly income of up to Ksh 

24,000 and reduction of turnover tax rate from 3.0% to 1.0%. 

10.  Asaresult ofthe challenging operating environment, total cumulative revenue including 

A-i-A for FY 2019/20 amounted to Ksh 1,733.6 billion against a revised target of Ksh 1,864.8 » 

billion (Table 1): This represented a revenue shortfall of Ksh 131.2 billion. Ordinary revenue 

collection amounted to Ksh 1,573.4 billion against a target of Ksh 1,615.4 billion with tax 

revenues falling below target in all broad categories. The revenue performance in FY 2019/20 

represented a year on year growth of 1.9 percent. 

11. The appropriation in aid (A-i-A) shortfall of Ksh 89.2 billion is attributed to a difficult 

operating environment owed to the prevalence of COVID-19 pandemic especially in the fourth 

quarter. Closure of learning institutions significantly affected A-i-A revenue collection 

especially in the universities and other institutions of higher learning such as TVETs and Kenya 

Medical Training Colleges (KMTCs). 
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Table 1: Government Revenue and External Grants, FY 2019/20 (Ksh Million) 

    

     

    
   

      

   
    

   
     

    

     
   

    
   

  

      

  

  
                

                    

              
              

  

   
            

2018/2019 2019/2020 Deviation % 

-| Growth 
Actual pore —— KSh.} Growt 

Total Revenue {atb) 1,701,672 1,733,631 1,864,823 (131,192) 1.9 
(a) Ordinary Revenue 1,499,757 1,573,418] 1,64 5,378 (41,960) 4.9 Import Duty 

106,875 98,022 95,942 2,080 (8.3) Excise Duty 
194,310 195,270 201,205 (5,935) 0.5 PAYE 
393,440 399,201 399,411 (210) 55 Other Income Tax 
291,890 307,735 320,857 (13,121) 5.4 

VAT Local 
230,776 213,884 228,222 (14,338) (7.3) VAT Imports 
183,368 169,829 171,907 (2,078) (7.4) Investment Revenue 
26,763 103,393 104,576 (1,182) 286.3 Traffic Revenue 
4,061 3573 4,566 (993)}  ( 12.0) 

Taxes on Intl. Trade & Trans.(IDF Fee) 24,197 29,994 28,250 1,744 24.0 
Others ' 

44.078 52,517 60,442 (7,925) 19.4 (b) Appropriation In Aid 2 201,915 160,213 249,445 (89,232) (20.7) o/w Railway Development Levy 21,303 23,258 22,682 576] Oo. 
(c) External Grants 

19,702 19,820] 35,026 (15,206) 0.6 
Total Revenue and External Grants 1,721,373 1,753,451 1,899,849 (146,398 1.9 
Total Revenue and External Grants as a       

   , Other taxes, loan interest receipts reimbursements and other fund 2/ includes receipts from Road Maintenance Levy Fund and A-I-A from Universities *Provisional 

Source of Data: Natiénal Treasury 

        

    

    

    

Table 2: Investment Income for the FY 2019/20 (Ksh Million) [~~ | FY 2018/19 FY 2019/20 , 
REVISED 

ACTUAL RECEIPTS ESTIMATES | ACTuaz RECEIPTS 
DIVIDENDS , 18,553.0 41,043.00 47,043.48 SURPLUS FUNDS ee] ee 5) eT DIRECTORS FEES 

22.0 23.5 16.7 
[TOTAL 

24 575.00 46,057.48 46 045.15 
            

Source of Data: National Treasury 

 



“4 } sey 

er 
TED TD 

TL ee EEN 

ee 
lectricity, Gas, Steam [33,326 | 

FFincial And Insurance | 148,752 | 

me ofwrbanks | 112,580 | [13.4% _| 
an 

nformation And Communication 116,645 |_ 134,724 | 

aan An Commis Y es [nse [seas | 18 | 

  

rofessional and Technical 

‘ublic administration 

Real Estate Activities 

Transportation And 
Storage 

Wholesale And Retail Trade 

  

   

    

     Table 3: Revenue Pe 

            

       

    

   

    

     [335,247 | 
[148,201 | 13.9% | 

Fisr6r [138922 [ 137,870 | 16.4% | 
[33,019 | [3.6% _| 

17,635 |_13.383 | 15% _| 

[_24,958 | 
A641 |__ 41,223 | 41,486 [5.0% _| 

50,616 61,293 |_53,581 6.0% 

  

    

      

  

   

  

       

    

   

    

  

     

  

35.4% _ 

  

   
    

    

4.1% 
24% __ | 

5.9% 

1.2% 

1.2% 

10.4% 

1.6% 

3.5% 

6.8% 

8.5% 

1.5% 

            

   

  

   

  
  

  
  Taal 

337.299 | 902,038 | 906.597 ji 
  

     

  

  
      

  
  

Qa% | 1ea% _ poo | 100% 4 100%   TOO% 
    

  
  

  

Source of Data: Kenya Revenue Authority for revenue figures and Kenya National Bureau 

of Statistics for GDP fi
gures 

14.  Cumulatively, over half of revenue is generated from three sectors namely: 

Manufacturing, ICT and Financial Services. Whereas Agriculture contributed an average of 

34.8% to GDP in the last three years, it contributed 2.4% of total revenue in FY 2019/20. The 

decline in manufacturing sector contribution to revenue from 18.5% in 4017/18 to 17.5% in 

9019/20 is in line with the decline in the sector’s contribution to GDP from 8.0% in 2017/18 

to 7.2% in 2019/20. 

Expenditure Perfor
mance 

15. Total expenditure and net lending in the FY 2019/20 was Ksh 2,565.4 billion against a 

revised target of Ksh 9,817.8 billion, representing 
an under spending of Ksh 252.4 billion (9.0% 

deviation from the revised budget) (Table 4). This shortfall was attributed to lower absorption 

sn both recurrent and development expenditures by she National Government. 

16. The National Government’s recurrent expenditure amounted to Ksh 1,603.1 billion 

(excluding Kesh 41.2 billion by Parliament and Judiciary) against a target of Ksh 1,728.4 billion, 

representing an under-spending of Ksh 125.3 billion. The under expenditure in recurrent 

category was mainly due to below target expenditure on operation and maintenance attributed 

io scaled down operations of the National Govern
ment in the last half of the FY 2019/20 due to 

Covid-19 Pandemic. Expenditure on domestic interest payments was above target by Ksh 13 aS 

billion while foreign interest payments was below target by Ksh 10.0 billion. Over the same 

period, a huge shortfall in operation and maintenance resulted to an under spending of Ksh 69.2 

billion in recurrent ministeria
l Appropriation-in-Aid

. 

17. Development expenditures were below target by Ksh 93.5 billion on account of lower 

than programmed absorption by MDAs of domestically financed programmes by Ksh 53.0 

billion and lower than programmed execution of externally funded pro grammes by Ksh 30.5 

billion. 
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Deviation! %% Growth 

7.6 

I. RECURREN T 
Domestic Interest 
Foreign Interest 
Pensions & Other CFS 
Wages and Salaries 

    

     

  

   

    
    

  

     

  

1,728,403 (125,275) 
301,812 3 
131,868 

90,989 

        

    

      

   

   
      

     

      

     

    

  

Operation and Maintenance 
O/W: Appro priation-in-A id 

  

    
2. DEVELOPMENT 

Development Projects (Net) 
Payment of Guaranteed Loans 
Appropriation-in-A id 

3. County Governments 

   

  

    

    

  

   TOTAL EXPENDITURE 
Source of Data: National T; reasury 

Ministerial] Expenditure 
: 18. The total cumulative ministerial and other public agencies expenditure including A-i-A 

was Ksh 1,736.4 billion (87.9 percent absorption) against a target of Ksh 1,976.5 billion. 

Recurrent éxpenditure was Ksh 1,127.8 billion (89.0 percent absorption) against a target of Ksh 
- 1,266.6 billion, while development expenditure was Ksh 608 .7 billion (85.8 percent absorption) 

against a target of Ksh 709.8 billion. The lower than targeted absorption of expenditures was 

partly due to the delayed reporting of expenditures related to Appropriation-in-Aid collected 19. As at the end of FY 20] 9/20, recurrent expenditures by the State Department for Early 

Learning and Basic Education, State Department for University Education; Teachers Service 

Commission; State Department for Vocational and Technical Training and the Ministry of 
Health (Social Sector) accounted for 45.1 percent of total recurrent expenditure. In addition, the 

State Department for Interior and the Ministry of Defence accounted for 10.2 percent and 8.8 
percent of total recurrent expenditure respectively, AU, Analysis of development outlay indicates that the State Department for Infrastructure 

accounted for the largest share of the total development expenditure (27.5 percent), followed 

by the State Department for Transport (15.4 percent), State Department for Energy (8.2 

percent), Ministry of water and Sanitation (7.3 percent), and the Ministry of Health (6.4 

percent). The expenditures by large Ministries/State Departments were below target because of 

underreporting of expenditure from the sub-national, patastatals and some donor funded 

projects. Table 5 shows the recurrent and development expenditures by Ministries, State 

Departments and other government entities for the period under review. 

 



  

Table 5: Ministerial Expenditures, Period Ending 30th June, 2020 (Ksh Millions) 
     

        

     
     

  

  

  

  

  

  

                      

  

    
   

                
  

    
                
    

  

     
      
  

    
                                                                                                                

        
       

    

      

   

  

   

Snv-20 Variance Jun-20 Variance Jan-20 Variaace | % of Total 

Begeet 

Expenditure 

Bes, a MENISTRY DEPARTMENT/ COMMISSIONS 
Reccurent 

Developmeast 
to Target 

Actual* Target] 

1011) The Presidency 
11,238 ws49| (1.612) 

(2,376) 

1021}State Departueut for Interior 
115.343 126.771 11,428) 

(15.665)} 

1023|State Deparment for Correctional Services 
33,7 (10,827) 30 7 9); 21.924 (10.926) 

1024|State Department for Immigration aud Citizen Services 
(189) 573 6351 (29) 2AiT (268) 

1032|State Departrent for Devolution 
{61} 907 2.820 (1,913 328) (1,974)! é 

1035|State Department for Development of the ASAL 
rae) 4819 3.669 (S49) 5797) (850) 872 

1041|Ministry of Defence 

(FANS) 2,183 9.644 (7.461) 101.852 (43,870) S73 

1052| Ministry of Foreign Affairs 
(6.463) 315 1251 (936) 10,851 (7.401) 59.5 

Departmest for Vocations] and Tecluical Training 
(ssa) 3528] 6.956] (4.623) 17218 (674) 7 

1065|State Department for University Edvemtion 
(29.734) 6,390 6,622 Ge) 93,589 (29.966) 75.7 

1066|State Department for Farly Leaming & Basic Education 
(2708) 3.273 4.581 (1,307) $5,303) (9.015) 90.4 

1068|Staze Department for Post Training and Skills Development 
rt:)) - - + 116) 422) (6) 95.1 

1071\ The National Treasury 

(4.305, 17,592 20.330 (2.733) 70,930 Ti973 (7.043) 91.0 

1072|State Department for Planning 

{30)} 29.389 43,563 | (14, ‘ay 41,061 55,264} (14.203) 74.3 

10S1|Ministry of ‘Health 

(4.681) 39.017 43,666 (4,650) 110,432} 119,763 (9,331) 922, 

1091|Stnte Deparment for Infrastructure 
3171 167,118 | 179.014 | (1896)| 231.850 240,175| (8.225) 96.4 

10921State Department for Transport 
3st] 93.571] 94.198 (eas 99,958} 103,967 (4.008) 96.1 

1093)State Department for Shipping and Maritior 
(1.048) - 568 G63) 339) 1,956] (1,616) 174 

1094| State Department for Housing & Urban Development 
(24) 24,356 27,851 (3,496) 25,285} 28,805} (3.520) 87.8 

1095|State Deparment for Public Works 
| 1.163 | 1386 (223) 3,325 3,551] (226) 93.6 

1107/Ministry of Water and Sanitation 
(2149) 44377] $5351] (10.974) 47sso| 61,007) (13.118) 18.5 

1108] Ministry of Environment and Forestry 
(853) 3.655 (83) (936) 93.3 

\Ministey of Lands and Physical Planuing 
335) 4,515 (397) (730) 89.9 

1122|State Department for Information C ication Technolog 
(429) 18,900} (2,969) (3.098) 85.6 

1123| State Department for Brondcasting & Tel icati 3316 4939] (1.523) 5, s31| 6) (1,540) 71a 

1132)State Department for Sports 
1.221 132 (91) 3,388 13,650 (8.062)} 

(8,153) 45,5 

1134|State Department for Culture and Heritage 
2.871 3,405 (334) 302, S03 Q) 

(836) $6.3 

1152|Ministiy of Enerey 
2382 6.706 (4323)| 30,060} 55,763 

(10,026 $3.9 

1162|State Department for Livestock, 
2,030 2,309 (279) 3.032 4,369 

(1,616) 75.8 

1163|State Department for Crop Development 
4596 14.643 (10.147}) 16.209 22.512 

(16451)| 55.7 

1166|Staté Department for Fisheries. Aquaculture & the Blue : 1,672 1,732 (60)| 1.635 | 3.083 
459) 6.4 

1167|State Department for Inigation 
503 $32 {330)| 7.875 | 8,586 

(1.040) $9.0 

1168|State Da partment for Agricultural Research 4351 5.366 @,015) 345 t=; — 598 
(1.261) 78.8 

1173|State Department for Cooperatives 
309 649 {340)} 4,517 §,573 

(395)) 92.4 

1174|State Department for Trade 
1,557 1.677 (120) 975 1.120 

(265) 90.5 

1175|State Department for Industrialization 
2,529 3.409 {SS0) 9.013 7.1770 

363 1032 

1184|State Department for Labour 
1,851 2.646 (795) 1,177 1442 

(1,059) 744 

1185|State Dep it for Social P, ion, Pensions & Senior Citizens Affairs 28,200 29,358 (1.158) 12.166 13,018 
(3.010) 93.1 

1192|Stste Department for ‘Mining 
4ul 586 (175) 333 333 

(475) $0.9 

4193{State Department for Petroleum 
25 “354 rae) 2,368 3.042 

(685) 79.1 

1202 State Department for Tourism 
4,543 _ TA3S (2.895)| 609 1s1l 

(3.697) 58.2 

1203|State Department for Wildlife 
3,733 §,0S9 (4.355)) 7 Lae 

(5.378)| 44.1 

4212|State Department for Gender 
1357 Use (165) 2778 2785 

(a7) 96.0 

1213|State Department for Public Service 
6.421 - 8,282 (1,762) 797 798 

(1,762)! 80.4 

1214]|State Department for Youth 
12.677 33.970 (1,293) 7485 7,954 

(1,461) 9353 

1221|State Department for East Afsican Community 
504 "515 (11) = - - al) 97. 

3222) State Dep sit for Regional and jiern Corridor Development 1,735 2,195 (460) 3.516 3.690 (173) 
(633 $9.2 

292) State Law Office and Department of Justice 
3,926 4.566 (640) 120 277 (157) 

(797) 83.6 

1261|The Judiciary 
13,627 13,797 QTD] 2498) 3,166 (668) (839) 95.1 

1271 [Ethics and Anti-Corruption Commission 
3.105 ah = - + ay 99.6 

1281|National Intelligence Service 
41,686 (3,330) - - + 3$,350) 41,680| —@,330)) 92.0 

1291|Office of the Director of Public Prosecutions 
2,926 3.267 341) WB Ww 59) 2.999] 3,281 (282) 914 

1311|Office of the Registrar of Political Parties 
1,182 1212 Gd) - - Ss 1.182) L212 (30) 97.5 

1321|Wimess Protection Agency 
511 482 am = - 4 311 482) Q7 64s 

2011}Kenya National Commission on Human Rights 
385 395 9) - - - 385 395 (9) 97.6 

2021|National Land Commission 
1,619 . 1,664 (35) - - + 1,619 1,664) (45) 97.3 

2031 deut Electoral and daries C issi 
4,640 4,808 168) - - - 4.640) 4,808) (16s): 96.5 

2041|Parlizmentary Service Commission 
7,902 9773 1.872) sis 313 + $415 10.286) (1,871) SLS 

2042|National Assembly 
17,969 21.582}  (3.613)| : = 4 47.969] 21.582} G,613) 83.3 

2043|Parliamentary Joint Services 
2,120 2.902 (783) 1,608 1.722 (115) &727| 4.625 (898); 80.6 

2051) Judicial Service Commission 
476 303 (23) - - + 476 501 (24) 95.1 

2061|The Commission on Reveme Allocation 
364 365 (0) - - + 364 365 (0) 99.9 

2074|Public Service Commission 
2233 2353 (332) 3 22 9 2.244 2376) (432) 94.5 

2081|Salasies and Remmeration Commission 
420 450 (30)| - - - 420) 450) (30)| 933 

2091| Teachers Service Commission 
285,843 255.951 (208) 78 400 (322) 255,921 256354) (429) 99.8 

2101|Notional Police Service Commission 
625 - 645 (20) - - + 625) 645) 0)’ 96.8 

2111| Auditor General 
3,058 5363 (307) 145 143 -| 5,198) 5,505) (307); 94.4 

2121] Office of the Controller of Budget 
599 678 (79)| - - + 599) 678 (19) $8.3 

2131\The Commission on Adaii istrative Justice 
529 542 (13) - ~- + 529) 542| (15) 97.6 

214 1|Natioual Gender and Equality Commission 
377 391 a4 0 3 2) 37 394 (16) 95.9 

215{|independent Policing Oversight Authority 
658 $20 (163) : - + 638) $20) (162) $0.3 

| ‘Total 
4,127,722 1,266,618 {138,896)) 608,687 | 709,835 (401,147) 1,736,409 1,976,452 (240,044) 87.9 

    

  

      

Source of Data: National Treasury 

Overall Balance and Financing 

21. Inline with the performance in expenditure and reduced revenues as a result of Covid- 

19 pandemic, the fiscal deficit (excluding grants) amounted to Ksh 831.8 billion (8.2 percent of 

GDP). This deficit was lower than the projected deficit of Ksh 953.0 billion (9.3 percent of 

GDP) (Table 6). Including grants, the fiscal deficit (on commitment basis) amounted to Ksh 

812.0 billion (8.0 percent of GDP against a target of Ksh 918.0 billion (9.0 percent of GDP). 
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ae +i | / zs GEE Se & Table 6: Budget Outturn for the FY 2019/20 (Ksh Million) 
2018/2019 2039/2020 Deviation | % growth | 2019/2026 zea | 201$2019 
Actwat 

$ of GDP Actualas a 
% of GDP 

A. TOTAL REVENUE AND GRANTS : 4,721,373 1,753,853 1,899,849 19 L72 13.6 18.5 1. Reverue 
1,701,672 1,733,631 1,864,823 1.9 17.0 18.3 18.3 

Ordinary Revenues 
1,499,757 1,573,418 1,615,378 4.9 15.4 15.8 16.1 

Impost Duty 
106,875 98,022 9594 (8.3) 1.0 0.9 net 

Excise Duty 
194,310 195,270 201.205 0.5 1.9 2.0 ant 

Tncome tax 
685,330) 706,936) 720,268 32 6.9 ek 7A 

VAT 
414,143 383,713 400.129 (7.3) 3.8 3.9 4.5 

Investment Reverue 
26,763; 116,146 B1.791 334.0 it 12 0.3 

Others 
72,336 73,331 76,043 14 OF: 0.7 : 0.8 

Appropriation-in-Aid 
201,915, 160,213 249,445] (20.7), 1.6 24 2.2 

2. Grarts 
29,702 18,526; 35,026) 0.6 0.2 a5 0.2 

AMISOM Receipts 
4,315 4,639 11,698 TS 0.0) 0.1 0.0 

Revenue 
8,437 9.623 15,309 14.0 0.1 02 0.1 

Appropriation-in-Aid 
6,949) 3,558) 8,019 a9 0.1 0.1 0.1 B.EXPENDIEURE ANB NEF LENDING 2,433,707 2,565,445 

3.4 25.2 27.6 26.2 
2. Recurrent 

2,532,083 3,645,222 
43] 362) i724 16.5 

Domestic Interest 
272,351 315,362 

15.8 aL 3.0 29 

Foreign Interest 
103,37: 121,846 

17.9 £2 13 Li 

Pension & Other CFS 
70,804 89,605 

26.6 0.9 09 0.8 

Wages and Salaries 
417,526 449,927; 

7.8 44 45 4.5 

O & M/Others 
667,030 668,487 

0.2 6.6 7.8 72 2. Development and Net Lending : 534,922 594,944 
12 3.8 6.7 yA 

Ow Domestically financed 
307,010 396,648 

29.2 39 4.4 3.3 

Foreign financed 
225,427 197,634 

(22.3); LS 2.2 2.4, 

3. Equalization Fund - 6,962) - 
= z = 

4 Conaty Governments 
360,740 325,278| 

32 3.9 

3. CF 

= = 

©. DEFECET EXCL.GRANT (Commitment basis} 

(8.2) (7.9) 
D. DEFICIT ENCL.GRANTS (Commitment basis) 

(8.0); (7.7) 
=. ADJUSTAEENT To CASE BASES 

(8.2) 0.1 F. DEFICHE ENCE. GRANTS €Cash basis) 

(7.8) 
G FINANCING 

7.8 

1. Net Foreign finercing 

45 

Disbursements 

7.3 

Programme Loans 

0.9 

Project Cash Loans 7 

0.4 

Project Loans AIA i 

Li 

Project Loans SGR PHASE 182A AIA 

0.9 

Commercial Finanacing 

4.0 

OPW syndicated loan 

D3 

Debt repayment - Principal 

(2.9) 

2. Net Bomestic Financing 

3.3 

Government Secinities 

33 

Government Overdraft & Others 

(0.0) 

Movement in Government Deposits 

(0.0) 

Domestic Loan Repayments (Wet Receipts) 

0.0 

      

        

MEMO ITER MEMO IFERE 
GDP ESTIREATE 

2,303.050.00 i 10,159,889 38,196,638 “Provisional 

Source of Data: National T, reasury 

22. The fiscal deficit was financed through net external financing equivalent to Ksh 340.4 billion. Total disbursements (inflows) including A-i-A amounted to Ksh 442.0 billion against a 
target of Ksh 445.5 billion. The actual disbursement amount included Ksh 47.8 billion project cash loans, Ksh 104.5 billion project loans A-i-A, Ksh 44.8 billion project loans A-i-A for SGR, 

23. The net domestic financing amounted to Ksh 450.4 billion against a target of Ksh 594.0 
billion. This included Ksh 5.2 billion from the Central Bank, Ksh 235.4 billion from 
Commercial Banks, Ksh 165.8 billion from Non-Banking Financial Institutions, Ksh 5.2 billion 
from Non-residents and 2.6 billion from other domestic sources, 
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B. Fiscal Performance for the FY 2019/20 im Relation to Financial Objectives 

24. The fiscal performance in the FY 2019/20 has affected the financial objectives set out 

in the PFM Act 2012 and outlined in the 2020 BPS and the Budget for FY 2020/21 in the 

following ways: , 

;. The base for ordinary revenue projections is higher than the actual outcome by about 

Ksh 42.0 billion; forcing a downward adjustment of ordinary revenues base for FY 

9020/21 and in the medium term. This adjustment in revenues is expected to translate 

to a mix of downward adjustment in expenditure projections and upward adjustment in 

financing measures for the FY 2020/21. In addition, adjustments will be made to fiscal 

aggregates to mirror revisions in the macroeconomic projections as well as revenue 

performance for the first two months of FY 2020/21; 

ii. The baseline ceilings for spending agencies will be adjusted in line with the revised 

resource envelope under the updated macroeconomic framework that will be provided 

in the 2021 BPS taking into account the performance in project execution in the FY 

9020/21 budget by MDAs and any identified one-off expenditures; and, 

iii, The under-spending in both recurrent and development budget for the FY 2019/20 has 

implications on the base used to project expenditures in the FY 2020/21 and the medium 

term. Appropriate revisions have been undertaken in the context of this BROP taking 

into account the budget outturn for the FY 2019/20. 

25. AS highlighted above, the reasons for the deviations from the financial 

objectives include: implications of Covid-19 Pandemic on the economy — adversely impacting 

both reveriue performance and absorption of both recurrent and development projects, lower 

than projected revenue collection; under-spending in both recurrent and development; under- 

reporting on A-i-A expenditures by MDAs; and slow uptake of external resources in the FY 

2019/20. 
ay 

: 

26. To remedy these deviations, the fiscal outlook will focus on strengthening the tax and 

revenue administration reforms contained in the 2020 BPS. In addition, the National Treasury 

has established the Public Investment Management 
Unit (PIMU) to enhance transparency and 

accountability in the management of public investment projects. Further, the National Treasury 

has issued Public Investment Management Regulations, which provide a framework for 

appraising and approving capital projects. The PIMU and the Regulations will facilitate 

prioritization of ongoing projects and in evaluation of all new projects in the context of their 

alignment to the “Big Four” Agenda, medium and long term. development agenda, their impact 

on poverty alleviation; promotion of growth and job creation. Additionally, the Economic 

Stimulus Programme that the Government is implementing will stimulate and sustain economic 

activities, cushion Kenyans and ‘businesses particularly those affected by the COVID-19 

pandemic. 

C. Fiscal Responsibility Principles 

27. In line with the Constitution, the Public Finance Management (PEM) Act, 2012, the 

PEM regulations, and in keeping with prudent and transparent management of public resources, 

éhe Government has largely adhered to the fiscal responsibility princi
ples as set out in the statute 

as follows: 

 



Revised Pref, 
. Actual Budget Actual [Budget BRop-29 BROP2) |BROP'20 [BROB'29 

Kish, Billions My 2805) 278] 29187 Dogg 3447) 3397] 3747 co) ATS 8081 4.990) 1S) 20591 2.am0] 2464 1660) Leet] 1558 We) 20%) 2267] 2st4 | AAT) SBE SG) ggg a) rt RAST 2 2m] agg - A834) 4482] isto J. AON ABT 0” ep TT BBY as wy. WGK) 320%) 337K) May SM) 28.0%) ahay SEO 7 fe HRY 865 s). 35.5%) 32.5%) 36.1% TAS) 36%) 34am] aa 7y ST] BP) a7 382) 364 401} 449 

         10 Total Expende tetieating 
{1 Total Mistral National Got Expenses ee Total Recumvent oo. 
CFS (Interest & Pensions)" 

   ole Wages & Sales as Wages as % National Government Revenues! 

Development ae % Ministerial NG expenditeres, | Domestic 
. Extemnal 

Jes) es) tH} agg 
Contingencies ocak a ay = tbat Soca A aR] te a 5 
‘2 County Allocation 

SS) 395) 399 i H2d} 38 

  . Equitable share SE] 3B) ar MI Saag 378 
.. Conditional Gants 

yf. 38) 83) gay J) elles en) 

2.4 Total Revenues 
. 134) 4993} 4,860 2030; 2275)” 2673] 2 gay 

30 Toe Nationl Grant Revenues fie ALA) | 39 4.9 National Government Domestic Borrowing inet) 
Source of Data: National Ti reasury /lWages: For teachers and civil servants including the police. The Jigure includes the Junds allocated 
for the pension contributory scheme 

; 

52) 13) 147 tsi] ABO) 18H) ay et) Td |) 

  

    

percent in the FY 2019/20 and is projected to remain below the 35 percent statutory benchmark 
in the medium term. 

|) A 6 

31. The Medium Term Debt Management Strategy and other policy documents spell out the 
Purposes of external and domestic financing and as such: 

° The public debt sustainability indicators illustrate that Kenya faces a high risk of debt 
distress, 

 



  

32. The baseline projection scenario of Kenya’s external debt sustainability indicates that 

the country is within sustainable levels as a stronger performer. The debt sustainability 

indicators show that Kenya faces a high risk of external debt distress due to breach of at least 

one of the three external debt indicators (PPG debt service-to-exports ratio) (Table 8). 

    

  

   
    

        

  

    
    
  

  
  
  

        
    

  
  

                  

Table 8: Kenya’s External debt sustainability (Calendar years) 

Indicators Thresholds | 2019 | 2020 | 2021 | 2022 | 2025 2024 

for Kenya 

PV of debt-to-GDP ratio | 55 976 1268 |279 | 278 | 276 | 27.2 26.0 

PV of debt-to-exports ratio | 240 995.2 | 288.0 | 260.6 | 258.5 | 255.2 | 249.4 230.1 

PPG Debt service-to- | 21 314 1275 1259 | 25.5 | 244 | 36.1 24.1 

| exports ratio 

PPG Debt service-to- | 23 13 1145 [159 [157 | 14.8 | 22.0 

revenue ratio           
  

  

Source: IMF Country Report No. 20/156, May 2020 

33. To manage fiscal risks prudently as required, the Government has improved its 

macroeconomic forecasts and regularly reviews the impact of macroeconomic projections and 

their implications on the budget. Potential fiscal risks arising from contingent liabilities, 

including from Public Private Partnership projects among others are taken into account and a 

contingency provision made to cushion the economy from unforeseeable shocks. 

34, On the principle of maintaining a reasonable degree of predictability with respect to the 

level of tax rates and tax bases, the Government continues to carry out tax reforms through 

modernizing and simplifying tax laws. In ordér to lock in predictability and enhance compliance 

with tax system, the Government through the Finance Act, 2020 proposed to amend the Income 

Tax Act, Excise Duty Act, VAT Act , Tax Procedures Act and Miscellaneous Fees and Levies 

Act. Br 
7% 

35. The National Governinent fiscal projections (Table 9) provide comparisons between the 

updated projections in the 2020 BROP and the 2020 BPS which inform the projections for the 

FY 2020/21 and the medium term. The deviations, in the revision in revenues and expenditures 

are due to the base effect on revenue forecast and macroeconomic assumptions contained in this 

BROP, which will be firmed up in the context of the 2021 BPS. The Government will not 

deviate from the fiscal responsibility principles, but will make appropriate modifications to the 

financial objectives contained in the latest BPS to reflect the changed circumstances. 
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Table 9: Government Fiscal Pro ections, Ksh Billion 
FY 2018/43] FY 2019/20 FY 2020/24 FY 2024/22 FY 2022123 FY 2029104 [FY D0DAI25 

: a ees Oh ie i _ [EY 2023124 
Prel Budget Actual Budget BROP 20 |BPS 20 BROP 20 |BPS 20 BROP 20|BROP 20 |BROP 20 TOTAL REVENUE’ *~ ; i702) 1,865] 4,734] 4,883 1,860] 2417] 2,030 2,707] 2,278 2,873| 2,842 Total Revenue asa % of GDP susco| cect T2OH/. 888) tae) een] tezm)  saeml sea] feel” sera Ordinary revenue” titel taae| Tee) ESA) tem) ams} eis] “amel 2ou) 20/| gene 

Ordinary Revenue as a % of GDP 11%) 15.8%) 18.4%) | 14.5%] 14.2261 16.4% jase] — to.5% 14.7%| 14.8%) 14.8% | Tex Revenue . 1401) 1418] 1384) 4515] 4,478 | .. 2012; 4,705] 22791 1924 7,169) | | 2,419 
Non-Tex Revenue Pgh gg? ee Bl Be sae) de] ae eet gs ees AA 

702} 249) 160} 259 . 59 272 216 288 234 SIN eae 
Expenditure Boz} zrsu| acon] Bit] 2219) 2868] 2séa] sata age] aged age Expenditure as a % of GDP @ =. 26.2%) 27.6%) 28.2%] 24.7%) 28.9% 22.8%) 23.7%) 21.9%] 22.536 | 27.8%) 21.5% 

Recurrent (incl of conditional transfer to counties) 1546 1,791 1,660 1,841 | 1858] 1,961 1,956 2,084} 2,079 2,267 | _ 2,514 
Development sm] 70] eis 628 714 677 677 730/77] 763] 850. [Eqaliatonfind tf : tl 7) 07 fee re Gee aa County Transfer ( Equitable share only) . BIA}. 317) | 287) 317 . 343 326] 327 333], 327, MIL | 357, 

_ Contingencies SS i 2 ie: oe ee ee ee ee Budget Balance (Deficit (] excl Grants Fon] Esch ESB 8) assy” sty aay aa sail S| wid 
Deficit as % of GOP 78m) 98%) B26] 8.0%) 9.4%] gave] 7.56] “9.5% 6.1%) — -5.26{ “5.194 Grants 20 35 20 57 57 | 46 46 a7} a7] gst ag Adjustment to cash basis _ . i sk a = ly 2). oe. ee ae ae . ; seelle eee alk 2 Balance Incl.Grants (cash basis) , . . (742)| (918) (800)} (84)! (1,002) ($03), (888) (461) (gos)! (ss) {833) 
Deficit as % of GDP” TTK) 79.0% 77.3%!  “7.5%| 2.9%) 9%] 77 _ 73.9%) "8.8% | " aoe|” Gass Net Foreign Financing a 415| 324 340 347 402]. 319 ait} 294 aps} “308 |. “agg Domestic Loan Repayments (receipts) be EN, | Pac ee ee els =o see al eae Sh os 13) 
Domestic Borrowing (net) L 307 594) 450 494) 600 186 477, 167} 520 452) 484 
Domestic Borrowing % of GDP 3%) 6.8%) 4.4%! 4.4%) 5.9%) 1.41  aard| ate) ante 29%) 2.8% Public Debt (net Deposits)” 7" “s30i 17 eaa0] ° erset 5624] 7,992] 6,731 |" acéoy 728i | “3.385 | 9640] 40,473 
Nominal Gup teen cancers) = |. aro! eoz%| sorul su7x| saul sia _ 846%) 49.7%) 64.0%) 62.2441 80.0% 
Nominai GDP (Kksh. billion} S208] 40,197 |_ 10,200) 11,276 | “11,267|"' i3,0aa| “12.s0a[ “1467at 12.679 15,495 |" "77,286 

                          

  

    Source of Data: National T, reasury 

D. County Governments’ Fiscal Performance 

36. As reflected in the County Allocation of Revenue Act (CARA), 2019, County Governments were allocated a total of Ksh 378 -49 billion. This included: a) Ksh 316.5 billion as equitable share of révenues raised nationally; b) Ksh 13.91 billion being: conditional allocations that are part of National Government’s shareable revenue; c) Ksh 8.98 billion from Roads Maintenance Fuel Levy Fund (RMLF) collected by the Kenya Roads Board (KRB), of which 15 percent is set aside for County roads; and d) Ksh 39.09 billion from procéeds of loans and grants from development partners. In addition, Ksh 5.76 billior: was allocated to the Equalisation Fund in FY 2019/20 in line with Article 204 of the Constitution. 
37. Actual disbursements to the County Governments during the FY 2019/20.totalled Ksh 338 billion comprising of: a) Ksh 286.78 billion as equitable share of revenue raised nationally; b) Conditional allocations amounting to Ksh 20.7 billion derived from the National Government’s equitable revenue share; c) Ksh 7.65 billion from the Roads Maintenance bevy Fund (RMLF); and; d) Proceeds from external loans and grants totalling Ksh 22.88 billion earmarked to supplement financing of devolved functions (Table 10). 
38. In aggregate terms, total transfers including equitable share and conditional grants to County Governments in FY 2019/20 amounted to 89 percent of the total allocations as contained in CARA, 2019. Only 91 percent of the equitable share was transferred to the County Governments as at 30 June 2020. This was majorly due to revenue shortfalls in the Financial Year especially during the last quarter of the Financial Year occasioned by the Covid-19 

39. It is worth noting that this BROP is being prepared amidst an unprecedented situation of the Covid-19 pandemic which has brought about major economic and social disruptions. Jobs 
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and lives have been lost and businesses have been closed globally and throughout the country. 

To this end, the Government of Kenya, in collaboration with her development partners allocated 

and disbursed additional Kshs 7.71 billion in the FY 2019/20 outside CARA 2019 as part of 

Covid-19 pandemic emergency response measures. Ksh 7.36 billion was transferred to County 

Governments from the National Government share of revenue. Out of this amount, Ksh. 5 

billion was distributed among counties using the equitable revenue share distribution formula, 

for the purpose of setting up requisite infrastructure for urgent response to the pandemic. The 

balance of Ksh 2.36 billion was distributed based on recommendations by the Salaries and 

Remuneration Commission (SRC) for the purposes of supplementing allowances for the 

frontline healthcare workers. Ksh 350 million from the Royal Danish Embassy was disbursed 

through the Ministry of Health. 

AQ. This notwithstanding, the National Treasury committed through the Summit to transfer 

the remaining 9 percent of the equitable share to the County Governments as soon as the revenue 

performance improves, pursuant to Article 219 of the Constitution of Kenya, 2010. 

Table 10: Total Transfers to County Governments from FY 2013/14 to FY 2019/20 (Ksh 

              

            

  

Million) 
Transfer Eype 
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i 107 
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Grand Fotal (= 1 S2+82455) 
395,665 233,059 276.225 305,036 | 332,805 - 360,096 

100,00% 

  
Source of Data: The National Treasury 

Notes: In both the FY 201 8/19 and FY 2019/20 Ksh 4.3 billion from the National Government's 

revenue share was paid to the National Hospital Insurance Fund (NHIF) as a special grant for 

Free Maternal Healthcare, to be disbursed directly to Counties on reimbursement basis. 

41. Another reason for the less than 100 percent transfer is failure by some County 

Governments to adhere to requirements of specific conditional allocations. Some of the 

conditional allocations affected by this non-compliance include Ksh 617 Million for the Water 

& Sanitation Development Project; Ksh. 338 Million for the Transforming Health Systems for 

Universal Care Project; Ksh. 337 Million for the National Agriculture & Rural Inclusive Growth 

Project (N ARIGP); Ksh. 86 Million for the Kenya Climate Smart Agriculture Project (KCSAP); 

Ksh 80 million for the Kenya Urban Support Programme; and Ksh. 385 million for construction 

of County headquarters. Likewise, Ksh 1.34 billion from the RMLF was not disbursed because 

some counties failed to comply with the KRB Act, a condition for the grant. 
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Performance of County Governments Own S ource Revenue 44. During the period July 2019 to March 2020, the County 
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improvement in OSR collections, it is worth noting that most County Governments have 

demonstrated the urge to have realistic OSR projections to avoid unfunded budgets which may 

lead to pending bills. However, given that there are still some County Governments with 

unrealistic OSR projections, there is need for more capacity building on areas of tax analysis 

and revenue forecasting. The National Policy to Support Enhancement of County Governments’ 

Own-Source Revenue and the County Governments (Revenue Raising Process) Bill 2018 will 

address challenges around OSR collection and administration once they are fully operational. 

Figure 2: Actual Revenue Collected in FY 2018/19 by the County Governments as a 

Percentage of Annual Revenue Target 
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‘Source of Data: Controller of Budget 

County Governments Budget Absorption Rate 

46. The overall absorption tate (actual expenditure over budget) for the County 

Governments combined for the first nine months of FY 2019/20 was 48.4 percent, which is 

equal to the absorption rate in FY 2018/19 (Annex Table 7). The absorption rate for 

development expenditure for the period July 2019 to March 2020 remained low at25 percent 

compared to that of the recurrent expenditure which stood at 64 percent for the same period. 

EK. County Governments’ Compliance with Fiscal Responsibility Principles — 

Allocation on Development Expenditure 

47. In managing the County Government’s finances, the Public Finance Management Act, 

2012 Section 107(b) requires that over the medium term, a minimum of 30 percent of each 

County Government’s bud
get shall be allocated to development expenditure. All the forty-seven 

county governments complied with this legal requirement in their FY 2019/20. However, actual 

expenditure for the first nine months of FY 2019/20 on development spending was less than 30 

percent during this period for all County Governments except for Isiolo, Kakamega, Kwale, 

Mandera, Marsabit and Tana River counties (Anmex Table 7). Data from OCOB indicates that 

for the FY 2018/19, only about six (6) counties achieved the minimum 30 percent threshold in 

their actual development expenditure. (Figure 3). 
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Allocation on Compensation of Employees 

48. Regulation 25(1) (b) of the PEM (County Governments) Regulations, 2015, requires 
county government’s expenditure on wages and benefits for its public officers should 

not exceed thirty five (35) percent of the county government’s total Tevenue. According to the of budget on County Government’s budget implementation for the 
first-nine months of FY 2019/20, over 50 percent of the County Governments total expenditures 
are going towards personal emoluments. About ten (1 0) Counties namely Embu, Baringo, 
Garissa, Elgeyo Marakwet, Samburu, Machakos, Nandi and Nyeri had over 60 percent of their 
total expenditures going towards personal emoluments. In this regard, the wage bill remains a 
major challenge being faced by most county governments hence the need for concerted effort 
to find viable solutions to keep the wage bill within the legal threshold, 

Pending Bills of County Governments 

2.69 billion (7 percent) of the ineligible pending bills had been paid. This is as a result of the 
work being done by the Pending Bills Committee The total outstanding bills, both eligible and 
ineligible stood at Kshs 47.12 billion as at 30" June 2020 (Table 11). 

  

     

   



  

Table 11: Pen Bills of the County Governments’ as at 30th June 2020 

  

Fending Bills Pending Bilis asat | incligible Pending Bills 

asperthe COAG | Disputed By County Pending | 30th Tuna 2020 pey the OAG Speacisd | teligible Pending 

Bills Governments Bills Paid 
Bills Paid 

A B c 3S EXBD Ez F 

  

1253,551,181 

428.978.2383 

$17,244,273 

1433 21,68 

393,978,535 

West Pokot 

Total 

Source of Data: Office of the Auditor General 

Failure to Report on Programme Achievements by County Governments 

50, According to the County Governments’ Budget Implementation Review Report for the 

first nine months of FY 2019/20, County Governments did not submit non-financial information 

on programme and project achievements despite this being a requirement by the Controller of 

Budget Act, 2016. Even in some instances, the submitted financial reports were inconsistent 

with the approved budgets. 
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Economic Impact of the Covid-19 pandemic 

Sl. Given the disruptions occasioned by the actions taken by the Government to contain spread of the COVID-19 disease, it is clear that the measures negatively affected all County Governments in implementation of the FY 2019/20 budget. A clear example is the revenue shortages at the national level which affected transfers to the County Governments. 

Weak Budgetary Controls by the County Treasuries and Use of OSR at Source before Banking in the CRF 

52. According to the County Governments’ Budget Implementation Review Report for the first nine months of FY 2019/20, some counties such as; Kitui, Laikipia, Machakos, Meru, Migori, Mombasa, Nyeri, Taita Taveta, Tana River, Bomet, Bungoma, Busia, Homa Bay, 

Measures to address some of the challenges faced by County Governments 

‘53. To ensure that the County Governments have a reliable and predictable Own Source Revenue (OSR), the National Treasury through a multi-agency team, is implementing the National Policy to Support Enhancement of County Governments’ OSR. The Policy has been disseminated to the Executive Arms of all the 47 County Governments, and the dissemination to the County Assemblies is on-going. Other activities planned in the coming financial years include supporting Counties to develop principal laws to anchor their revenue measures in line with Article 210(1) of the Constitution, review. of the national legislations affecting County Governments OSR, development of standardized guidelines on organizational structure for OSR, supporting the County Governments in development of Tariffs and Pricing Policy among others. 
4, 

54. /One of the mandates of the National Treasury as indicated in the PEM Act, 2012, is to assist county governments to build their capacity for efficient, effective and transparent financial management. In the upcoming trainings, more emphasis will be put on vote book and 

building strategies. 

55. While the COVID-19 pandemic is primarily a health crisis and human tragedy, it also has far reaching economic ramifications. The responses instituted to control its spread have disrupted millions of livelihoods with disproportionate impact on poor households and small and informal business. Counties are called upon to develop frameworks for action aimed at saving lives, protecting households, businesses, and the economy from the fall out of the pandemic. In this regard, the counties are also encouraged to design an Economic Stimulus Package that will complement the one rolled out by the National Government. 

        

  

 



  

Wi. 

A. Recent Economic Developments 

Economic Performance 

56. The outbreak and spread of the Covid-19 Pandemic and the ensuing containment 

measures have devastated global economies. As a result, the global economy is projected to 

contract by 4.9 percent in 2020 from a growth of 2.9 percent in 2019 with prospects across 

countries and regions remaining highly uncertain. Kenya has not been spared. The Pandemic 

and the containment measures slowed down economic activities in key sectors of the economy 

in the first quarter of 2020, resulting to a lower growth of 4.9 percent compared to a growth of 

5.5 percent in a similar period in 2019. This growth was supported by both the agricultural and 

non-agricultural sectors. 

4, Primary Sector Performance 

57. The primary sector (agriculture, mining and quarrying) grew by 5.1 percent in the first 

quarter of 2020 compared to a growth of 4.6 percent in the same period in 2019 (Table 12). 

The agriculture subsector grew by 4.9 percent in the first quarter of 2020 compared to a growth 

of 4.7 percent in the same period in 2019 supported by favorable weather conditions. Tea 

production grew by 49.2 percent in the first quarter of 2020 compared to a growth of 6.5 percent 

in.the first quarter of 2019. Similarly cane deliveries grew by 10.2 percent compared to a 

contraction of 12.1 percent in the same period. However, the production of coffee and formal 

milk intake declined by 11.8 percent and 1.2 percent over the same period. 

58. The performance of agricultural exports was strong with earnings from exports of fruits 

growing by 128.8 percent in the first quarter of 2020 up from 4.1 percent in the first quarter of 

9019. Earnings from the export of cut flowers grew by 112.4 percent up from a contraction of 

11.2 percent over the same period. Coffee, tea and vegetables export earnings also registered 

improved performance over the same period. (Figure 4). . 
* 

Figure 4: Value of Agricultural Exports (Ksh Million) 
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Source of Data: Kenya National Bureau of Statistics 

59, The contribution of agricultural sector to the overall GDP growth was 1.3 percentage 

points in the first quarter of 2020 compared to 1.2 percentage points in the same quarter of 2019. 
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il. Secondary (Industry) Sector Performance 
61. The industry (manufacturing, electricity and water supply and construction) sector 
growth declined from 4.9 percent in the first quarter of 2019 to 4.1 percent in the first quarter 
of 2020 due to a slowdown in the performance of manufacturing, construction and electricity 
and water supply activities. Nevertheless, the sector accounted for 0.7 percentage points to real 
GDP growth in the first quarter of 2020 (Table 12). 
62. The manufacturing sector is estimated to have expanded by 2.9 percent in the first of 2020 

37.0 percent respectively. The electricity and water supply subsector contributed 0.2 percentage 
points to real GDP growth (Figure 5), 

; Figure 5: Local Electricity Generation 
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fabricated metal products and cement, and construction related materials on account of 

disruption in international trade and the business environment as a result of the Covid-19 

pandemic. Nonetheless, the sector’s performance was supported by growth in consumption of 

cement which rose by 11.9 percent compared to a contraction of 2.5 percent in the first quarter 

of 2019. 

iii. Tertiary (Services) Sector Performance 

65. The services sector expanded by 5.4 percent in the first quarter of 2020 compared to a 

growth of 6.4 percent in the same quarter in 2019 (Table 12). Activities in information and 

communication (9.8 percent), wholesale and retail trade (6.4 percent), transport and storage (6.2 

percent), financial and insurance (6.0 percent), and real estate (4.3 percent) remained vibrant 

supporting the growth in the services sector. The sector accounted for 2.6 percentage points in 

the first quarter of 2020, compared to 3.0 percent in the first quarter of 2019. 

66. The performance of activities in the transport and storage subsector declined to 6.2 

percent in the first of quarter of 2020 from 6.4 percent recorded in the first quarter of 2019 

following imposition measures to contain the spread of covid-19 towards the end of the quarter. 

Growth in the subsector was mainly supported by a 0.8 percent increase cargo throughput at the 

port of Mombasa, 20.6 percent decline in the average international oil price and 7.1 percent 

growth in the stock of credit advanced to transport and communication in March 2020. 

67. The information and communication technology (ICT) subsector grew by 9.8 percent in 

the first quarter of 2020 down from 10.2 percent in the same quarter in 2019. The growth was 

supported by increased number of mobile transactions and growth in imports of 

ielecommunication equipment. While the total number of mobile money subscriptions and 

transactions declined in the quarter, the value of mobile money transactions grew by 2.1 percent 

to Ksh 1,086.9 billion. The subsector’s performance was also enhanced by increased access and 

use of internet services. 

68. The financial and insurance subsector’s performance was weaker ia the quarter under 

review expanding by 6.0 percent in 2020, compared to 6.3 percent in 2019 but it’s contribution 

to real GDP growth remained 0.4 percent in both quartérs. On the other hand, following the 

confirmation of Covid-19 case in Kenya in March 2020, activities in the health subsector 

increased marginally from 5.4 percent in quarter one of 2019 to 5.8 percent in the first quarter 

of 2020. 

69. Accommodation and food service activities contracted by 9.3 percent in the first quarter 

-6£ 2020 compared to a growth of 11.0 percent in the first quarter of 2019. The subsector has 

been affected by the spread of COVID-19 which led to lockdowns and travel restrictions in 

most countries. International travels were either suspended or cancelled, most hotels closed 

‘while others scaled down and this has resulted in a steep decline in the volume of tourists. 

Evidently, the number of international visitors declined to 294,053 in the first quarter of 2020, 

from 364,744 recorded during the same period in 2019 (Figure 6). 
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Figure 6: International Visitor Arrivals 
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Table 12: Sectoral GDP Performance 

  
Sector Contributions toe Real GBP 
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Inflation Rate 

70. 
end 2017 demonstrating prudent monetar 
August 2020, declining from 5.0 percent in 

Year-on-year overall inflation has remained within the Government target range since 
y policies. The inflation rate was at 4.4 percent in 
August 2019 asa result of a reduction in food prices 
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particularly cabbages, tomatoes, [rish potatoes, spinach and loose maize grain (Figure Te 

Additionally, the inflation was supported by a decline in international oil prices. 

Fisure 7: Inflation Rate, Percent 

              Overall Year-on-yeesr Infiation 

Source of Data: Kenya National Bureau of Statisiics 

71. The contribution of core inflation to overall inflation has been low and stable as a result 

of muted demand pressures in the economy on account of prudent monetary policies. The 

contribution of fuel inflation has also been low due to stable energy prices (Figure 8). 

   

     

Figure: Contributions to Inflation, Percentage Points 
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72,  Kenya’s rate of inflation compares favorably with the rest of Sub-Saharan Africa 

countries. In July 2020, Kenya recorded a lower inflation rate than Uganda, Ghana, Rwanda, 

Nigeria, Zambia, and Ethiopia (Figure 9). 
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Kenya Shilling Exchan ge Rate 

Figure 10: Kenya Shillings Exchange Rate 
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Figure 11: Performance of Selected Currencies against the US Dollar (August 2019 to 

August 2020) 
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Interest Rates 

75, Short-term interest rates remained fairly low and stable. The Central Bank Rate was 

retained at 7.0 percent on July 29, 2020 same as in April 2020 to signal lower lending rates in 

order to support credit access by borrowers especially the Small and Medium Enterprises 

distressed by Covid-19 pandemic. The interbank rate remained low and fairly stable at 2.5 

percent in August 020 from 3.6 percent in August 201 9 in line with the easing of the monetary 

policy and adequate liquidity in the money market (Figure 12). The 91-day Treasury Bills rate 

declined to 6:2 percent in August 2020 compared to 6.4 percent in August 2019. Over the same 

period, the 182-day Treasury Bills rate declined to 6.6 percent from 7.1 percent while the 364- 

day decreased to 7.5 percent from 9.2 percent. 

Figure 12: Short Term Interest Rates, Percent 
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76. The improved liquidity in the money market has resulted in stable commercial bank 

rates. The average lending rate declined from 12.4 percent in July 2019 to 11.9 percent in July 

2020 while the average deposit rates declined from 7.0 percent to 6.8 percent over the same 
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period. This led to an decrease in the average interest rates spread by 0.2 percentage points over the review period (Figure 13). 

Figure 13: Commercial Bank Rates, Percent 
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Money and Credit 

77. — Broad money supply, M3, crew by 11.3 percent in the year to July 2020 compared to a _ Stowth of 7.0 percent in July 2019, (Table 13). The improved growth in M3 was attributed to can increase,in the Net Domestic Assets particularly improvement ‘in net credit flows to the Sovernment and the private sector. 

79. Meanwhile, Net Domestic Assets (NDA) increased to register a growth of 17.6 percent 
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Table 13: Money and Credit Developments (12 Months to July 2020 Ksh billion) 
  

      

    

      

  

    
      

  

  

Absolute Change Percent Change 

020 |2019-2038| 2020-2019          

    

   

  

   
   

  

1, Mowey supply, Mi (ist 213) 

1.1 currency outside banks 

1.2 Demand deposits 423.0 | 1.2335 | 13791 | 104 | see Le He 

4, Money sapply, M2 +2.) 

2.4 Time and savings deposits 12706 | 1,381, 

3.Money supply, M332. | S2IBB.| Se | ee ee os 

c 3.1 Foreion currency deposits 73.6 | 646. 668. 43. 
      

   

   

    

        
  

1. Net foreign assets (1.1+1.2) 

1.1 Central Bank 

nNetdomesticasets@2i:22) | 25228 | 2.6088. | $0680). S80. 459.2 A 116 
  

                
21 Domestic credit 11212213) | 3258.5 | $5005. | $0807.) HAY |. 4a | 74 149 

aigoemmmtGsd «| 7087. | S256 | Marat A082 | 2. Fe |... 38. 

2.1.2 Ole publie sector | tost [962 [see | 023) a) | 08) 

2.1.3 Private sector agai | 28287 | 272e8 | 1483 [2002 | SL]. 

23 Other assets net (735.7) B9L.7) 21.7) _ (456.0) (30.3) 7A 34         
  
Source of Data: Central Bank of Kenya 

Private Sector Credit 

“80. Private sector credit grew by 7.9 percent in the 12 months to July 2020 compared to a 

“. growth of 6.1 percent in the year to July 2019 (Figure 14). This growth was observed mainly. 

in the manufacturing (11.0 percent); trade (8.1 percent); transport and communication (20.6 

. percent); Mining and Quarrying (11.3, percent) and consumer durables (13.8 percent). The. 

- operationalization of the prospective Credit Guarantee ‘Scheme for the vulnerable Micro, Small 

and Medium sized Enterprises (MSMEs), which will de-risk lending by commercial banks, is 

critical to increasing credit to this sector. 
. 

Figure 14: Private Sector Credit       
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ol. The overall balance of payments position improved to a surplus of US$ 989.5 million (1.0 percent of GDP) in the year to August 2020 from a deficit of USS 746.7 million (0.8 percent of GDP) in the year to August 2019 (Figure 15). This was mainly due to the narrowing of the current account deficit and reduction of financial inflows. , 
Figure 15: Balance of Payments (Percent of GDP) 8.0 - 
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‘2. “The capital account balance registered a surplus of US$ 61:2 million in the year to 

  

    

Table 14: Balance of Payments (US$ Million) 
|       

  
      

  
    
  

      

  
        

| iB | | Absolute | Percent _| Percent of GDP Aug-i9 | Nov-i9 | eb20 | Mayao |_Aug-20 | change | Change Ang-19| Aug 20 Overall Balance (746.7) | (4,054.1) 353.3 955.7 || 989.5 | 4,736.4 (232.5) | (08)] 1.0 
Merchandise Account {a-b) (10,242.2)| (10,388.6)} (10,490.2) (9,684.9) | (9,012.7) | 1,229.5 (12.0) | (40.9)| (9.0) 

a) Goods: exports 5,866.4 | 5,881.9 5,972.3 5,978.4 | 5,947.9 81.5 14 6.2 5.9 
b) Goods: imports 16,108.6 | 16,270,5 16,462.5 15,663,3 14,960.6 1,148.0 (7.1) LET 15.0 

Net Services (c-d) 1,945.9 | 1,886.6 1,457.1 1,343.1 .] 1,080.5 865.4 (44.5) 2.1 1 
C) Services: credit 5,723.8 | 5,680.4 5,410.2 5,152.3 4,765.7 958.1 (16.7) 6.1 48 
d) Services: debit 3,777.9 | 3,793.7 3,953.0 3,809.1 . 3,685.3 927 (2.5) 4.0 37 

Net Primary Income (fe) (1,774.4) (1,910.6) (1,933.5) (1,730,0) (1,562.2) | 212.2 (12.0) (1.9) | (1.6) 
©) Primary income: credit 226.6 230.0 229.2 215.4 204.3 223 (9.8) 0.2 0.2 
£) Primary income: debit 2,001.1 | 2,140.6 2,162.7 1,945.4 1,766.5 234.5 (11.7) Zt Ls 

Net Secondary Income 5,242.4 | 5,289.9 5,284.4 5,133.0 4,988.5 253.9 (4.8) 5.6 5.0 
8) Secondary income: credit 5,293.8 | 5,336.9 5,338.7 5,187.2 5,049.7 | 244.1 (4.6) 5.6 5.0 
h) Secondary income: debit 314 54.7 54.4 54.2 61.2 98 19.0 0.1 0.1 

Source of Data: Central Bank of Kenya 

_ . . 
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83. The current account deficit improved to US$ 4,505.9 million (4.5 percent of GDP) in 

the year to August 2020 compared to a deficit of US$ 4,828.3 million (5.1 percent of GDP) in 

the year to August 2019 mainly due to an improvement in the merchandise account balance and 

net primary income balance (Table 14). The balance in the merchandise account improved by 

US$ 1,229.5 million to a deficit of US$ (9,012.7) million in the year to August 2.020 on account 

of a growth in exports and a decline in imports. 

Foreign Exchange Reserves 

84 The banking system’s foreign exchange holdings remained strong at US$ 13,680.9 

million in June 2020 up from US$ 13,187.3 million in June 2019. The official foreign exchange 

reserves held by the Central Bank improved to US$ 9,739.9 million (5.9 months of import 

cover) in June 2020 compared with US$ 9,655.9 million (6.0 months of import cover) in June 

2019 (Figure 16). This fulfils the requirement to maintain reserves at minimum of 4.0 months 

of imports cover to provide adequate buffer against short term shocks in the foreign exchange 

‘market. Commercial banks holdings increased to US$ 3,940.9 million in June 2020 from US$ 

3,531.4 million in June 2019. 

Figure 16: Official Foreign Reserves (US$ Million) - 
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Capital Markets Developments 

95. Activity in the capital markets declined in August 2020 compared to August 2019, with 

equity share prices declining as shown by the NSE 20 Share Index. The decline reflects the 

volatility in the nancial markets as a result of the uncertainty surrounding the corona virus 

pandemic. The NSE 20 Share Index was 1,794 points by end of August 2020 compared to 2,468 

points by end August 2019. Consequently, market capitalization declined from Ksh 2,222 

billion to Ksh 2,144 billion over the same period (Figure 17). 

 



  

Figure 17: Performance of the Nairobi Securities Exchange 4,700 — 
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B. Medium Term Economic Outlook 

Global Growth Outlook 

86. The outbreak and spread of the Covid-19 Pandemic and the ensuing containment 
Measures have devastated global economies, As a result, the global €conomy is projected to 
contract by 4.9 percent in 2020 from a growth of 2.9 percent in 2019. This economic outlook is 
worse than the growth reported during the 2008 - 2009 global financial crisis. On a positive 

percent; this recovery is well echoed in the forecasted growths of Emerging and Developing 
Asia and Europe, Latin America and the Caribbean, and Sub-Saharan Africa. 89. The Sub-Saharan African region has not been spared the negative impact of the 

Domestic Growth Outlook 

90. On the domestic Scene, prior to the outbreak of Covid-19 pandemic, Kenya’s economy 
Was strong and resilient despite the challenging global environment. The *conomy expanded by 

; 

38 

 



  

4.9 percent in the first quarter of 2020 supported by the agricultural sector on account of 

favorable weather conditions. 

91, Considering the impact of Covid-19 pandemic, the economy is projected to grow by 

about 2.6 percent in 2020 from the earlier projection of 6.1 percent in the 2020 Budget Policy 

Statement. On a positive note, economic growth is projected to recover to 5.3 percent in 2021 

and 5.9 percent in the medium term. In terms of fiscal years, economic erowth is projected to 

grow by 4.0 percent in FY 2020/21 and further to 5.9 percent over the medium term. 

92. This growth outlook for the calendar year 2020 and the FY 2020/21 and the medium 

term, will be supported by the stable macroeconomic environment, investments in the strategic 

areas under the “Big Four” agenda, the ongoing public investments in infrastructure projects, 

the Economic Stimulus Program being implemented and the planned Post Covid-19 Economic 

Recovery Strategy. These factors will push up consumer demand and increase both public and 

private sector investment reinforcing the projected growth. The economic growth projections 

over the medium term are aligned to those of the Third Medium Term Plan (201 8-2022) which 

is implementing Vision 2030 (Table 15 and Annex Table 1). 

Table 15: Macroeconomic Indicators, in Fiscal Years 
    
  
  

  
  

    

      
| roigii9) 2019/20 2020/21 021/22 23 noone ~—| 2024005 

Act =e Act | Budget BROP20) BPS20 sor BPS20 arora BPS20 BROP'20 | BROP20 
    

      
Annual percentage change 

Natal anata Pie 

  

                              

RealG@DPoo 59 40 40 43 40 63 52 6.6 54 68 59 59 

one ~~... .)eiLs. #L ee 2) BES su | 54 54 | 58 

CPI Index (cop) | 3 50 30 5.0 50 | 50 5.0 5.0 5.0 5.0 5.0 5.0 

ecm. <n. cee . a) aT 1 5950: | 50 50 80 

Terms of Trade (-deterioration) | 06 | 26 03 42 ‘Ad id Say | 05 04 04 0.5 

BC 
Percentage of GDP 

Investment and saving « ~.., 
- “1s 

Investment em 17] 157 = 13.1 m6 33 | 22 164 |.* 224 172 22.6 18.4 185 

Gross National Savings “J ig6 | id 76 | 165 82 | 178 16 96 23 | W2 137 | 138 

Central Government Budget . 
| Totalrevenue |S 183 | 183 170 | 168 165 | 185 162 [ 184 164 184 16.6 164 

Total expenditure and net lending 162.) 216 252 | 247 59 | 228 27 219 225 21.8 218 215 

- Overall Fiscal balance exel-gramts | 19.) 93 82 80 94 | 42. * -75 | +335 6.1 | 43 32 Jl 

Overall Fiscal balance, incl. grants, cash basis 718 | 9.0 8.0 15 89 39 lA 31 58 3.0 -49 -48 

Nominal debt (cop),netofdeposts 570 | 587. 59.7 | 60.5 63.0 | 53.9 639 | S10 63.3 483 fl.6 | 492 

External sector _ ; ; 

Current external balance, incl. official transfers | 41 | 42 “55 “Sl d 43 -48 2.9 48 13 48 41 

Gross reserves in months of imports 64 65 63 6.0 5.8 6.0 58 6.0 58 6.0 58 59                 

Source of Data: National Treasury 

Monetary Policy Outlook - 

93. The main objective of monetary policy, over the medium terms, will be to maintain price 

stability with overall inflation expected to remain within the target range. The Central Bank of 

Kenya will continue to monitor developments in the money and foreign exchange market and 

take appropriate measures in the event of adverse shocks. 

External Sector Outlook 

94, The Kenya Shilling is expected to remain stable in 2020 on account of a stable current 

account deficit. The current account deficit is expected to narrow to 5.1 percent of GDP in 2020 

from 5.8 percent in 2019 supported by a lower oil import bill and a better than expected 

performance for tea and horticulture. 
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Fiscal Policy Outlook 

95. Fiscal policy over the medium-term 
expenditure rationalization and strengthening ma 

create fiscal space for the implementation of the “Big Four” Plan. 
C. Risks to the Domestic Economic Outlook 

96. Risks from the global economies relate to persistence of the Covid-19 pandemic and required lockdowns, voluntary social distancing and its effect on consumption, the ability of 
places more hygienic and safe, reconfiguration of disrupted global supply chains, extent of cross-border spill overs occasioned by weaker external demand and funding shortfalls, 97. On the domestic front, risks will emanate from weaker external demand, reduced tourist arrivals and containment measures due the Covid-19 pandemic. In addition, the economy will continue to be exposed to risks arising from public expenditure pressures, particularly wage related recurrent expenditures and the erratic weather related shocks that could have negative impact on energy generation and agricultural output leading to higher inflation that could slow down growth. 

98. The Government is continually monitoring these risks and taking appropriate monetary and fiscal policy measures to Presetve macroeconomic stability and strengthen resilience in the 

Additionally, the diversified nature of our economy continues to offer resilience to any global challenges. 

 



  

IV. RESOURCE ALLOCAT ION FR
AMEWORK 

A. Adjustments to the FY 2020/21 Budget 

99, The FY 2020/21 Budget emphasizes on efficiency and effectiveness of public spending 

and improving revenue collection to stimulate and sustain economic activities, mitigate the 

adverse impact of COVID-19 pandemic on the economy and re-position the economy on 4 

steady and sustainable growth trajectory. This will in turn ensure that the debt position remains 

sustainable and enhances continued fiscal discipline. 

100. As the FY 2019/20 came to a close, it was noted that revenue collection and expenditure 

were below target. This has implications on the financial objectives outlined in the 2020 BPS 

and the FY 2020/21 Budget. In this regard, the revenue projections for FY 2020/21 have been 

revised taking into account the outcome of the FY 2019/20 where revenues were below target 

by Ksh 131.2 billion, on account of the impact of the containment measures against Covid-19 

pandemic on economic activities and the tax relief measures implemented to cushion Kenyans 

against the adverse impact of the pandemic and to increase liquidity in the economy. 

Expenditure projections for FY 2020/21 will be revised through a supplementary budget to 

accommodate the weak revenue performance ease funding pressures and create fiscal space. 

101.” Revenues for the FY 2020/21 are therefore, projected at Ksh 1,860.3 billion (16.5 

percent of GDP) with ordinary revenues at Ksh 1,601.4 billion (14.2 percent of GDP). On the 

other hand, expenditures are projected at Ksh 2,919.0 billion (25.9 percent of GDP) with 

recurrent expenditures projected at Ksh 1,843.5 billion (16.4 percent of GDP) while 

development expenditures are projected at Ksh 675.2 billion (6.0 percent of GDP). Transfer to 

County Governments is projected at Ksh 395.2 billion (3.5 percent of GDP). The resulting fiscal 

deficit of Ksh 1,001.8 billion (8.9 percent of GDP) will bé financed by a net external financing 

of Ksh 401.8 billion and a net domestic borrowing of Ksh 600.0 billion (Annex Table 2 & 

Annex Table 3). 
ty 

B. FY 2021/22 Budget Framework 

102. The FY 2021/22 budget framework builds up on the Government’s efforts to stimulate 

and sustain economic activities through the Economuc Stimulus Programme and the Post Covid- 

19 Economic Recovery Strategy. To protect the gains already made, the Government will 

continue to emphasize on the implementation of policy measures such as the zero-based 

budgeting process and adoption of the “no new projects” policy, @ review of portfolio of 

externally funded projects to restructure and re-alignment with the “Big Four” Agenda and 

reducing non-priority spending. As a result, the overall fiscal deficit is expected to decline to 

7.1 percent of GDP) in FY 2021/22 from 8.9 percent of GDP in FY 2020/21. This will boost 

our debt sustainability position and give flexibility for counter cyclical fiscal policy 

snterventions when appropriate. 

103. In the FY 2021/22 revenue collection including Appropriation-in-Aid (A-i-A) is 

projected at Ksh 2,030.1 billion (16.2 percent of GDP). Of this, ordinary revenues is projected 

at Ksh 1,313.7 billion (14.5 percent of GDP). This revenue performance will be underpinned 

by the on-going reforms in tax policy and revenue administration and boosted by economic 

recovery occasioned by the Economic Stimulus Programme and the planned Post Covid-19 

Economic Recovery Strategy. On the other hand, the overall expenditure and net lending are 

projected at Ksh 2,984.3 billion (23.7 percent of GDP). Of this, recurrent expenditure will 

amount to Ksh 1,940.1 billion (15.5 percent of GDP) while, development expenditure will 

4] 

 



     
amount to Ksh 634.0 billion (5.1 percent of GDP). Transfer to Counties and Contingency Fund 
are projected at Ksh 405.3 billion and Ksh 5.0 billion respectively, 
104. The fiscal deficit in FY 2021/22 will be financed by a net external financing of Ksh 
percent of GDP). 

C. Medium Term Fiscal Projections 

projected at Ksh 2,573.3 billion (16.6 percent of GDP) in FY 2023/24. On the other hand, 
driven by expenditure rationalization to eliminate non-core expenditures, total expenditure is 
projected at Ksh 3,397.1 billion (21.8 percent of GDP) in FY 2023/24, of the total expenditures, 
recutrent expenditures are expected to decline to 14.5 Percent of GDP in the medium term while 
development and net lending expenditure is projected at 4.6 percent of GDP by FY 2023/24. 

D. Medium-Term Expenditure Framework 

106. The Government wil] continue with its policy of expenditure prioritization with a view 
to achieving the transformative development agenda Which is anchored on provision of core 
Services, ensuring equity and minimizing costs through the €limination of duplication and 

(@ Linkage of Programmes to Post-Covid-19 Economic Stimulus Programme ies : ESP): 

(i) Linkage of Programmes to the ‘Big Four’ Plan either as drivers or enablers; (iii) Linkage of the Programme with the objectives of Third Medium-Term Plan of Vision 2030; 

(vii) Cost effectiveness and sustainability of the programme; and 
. (viii) Requirements for furtherance and implementation of the Constitution, 

107. InFY 2018/1 9, the Government initiated the implementation of the “Big Four” Agenda 

Healthcare to all Kenyans. 
(ili) Providing Affordable and Decent Housing for all Kenyans; and 

2, : : 

 



  

(iv) Supporting value addition and raising the manufacturing sector share of GDP. 

108. Reflecting on the above, the following Medium-Term Expenditure Framework puts into 

consideration the Governments priorities outlined in the Big Four Agenda as provided in Table 

16 and Annex Tables 4 and 5S. 

       FY 2021/22 — FY 2023/24 Million 

APPROVED 
BUDGET 9pSHARE IN TOTAL MINISTERIAL 

ESTIMATES BROP EXPENDITURE 

m020/21 | 2024/22 | 2022/23 | 2023/24 | 2020/24] 2021/21 2022 2023 

Table 16: Medium Term Sector C 

RURAL & URBAN DEVELOPMENT 

Total 
423.4 

Rec_Gross 

Dev_Gross 

INFRASTRUCTURE AND ICT Total 

Gross 

Dev_Gross 
475.0 

ECONOMIC AND COMMERCIAL AFFAIRS 
. 

Sub Total 

Rec_Gross 

Dev_Gross 

Total 

Rec_Gross 

Dev_Gross 

Total 

Rec_Gross 

Dev_Gross 

LAW AND ORDER Toial 

. Gross 

Dev_Gross 

ADMINISTRATION AND INTERNATIONAL 

ONS 
Total 

Rec_Gross 

: 
Dev_Gross 

ONAL SECURITY 
Total 

Gross 

Dev_Gross 

PROTECTION, CULTURE AND RECREATION Total 

Rec_Gross 

Dev_Gross 

ENVIRONMENT PROTECTION, WATER AND 

RESOURCES 
Total : 

Rec_Gross 
; 27,413.1 

Dev_Gross 

GRAND TOTAL 
Total 

Gross 

Dev_Gross 

Source of Data: National Treasury 

E. Public Participation and Involvement of Stakeholders 

109, As required by the Public Finance Management (PFM) Act, 2012 this Budget Review 

and Outlook Paper was shared with various stakeholders and the public for comments before 

its finalization. We have provided a summary of the comments received and the actions taken 

in a matrix form as Amex Table 8. 

  

43 

 



  

economy is projected to recover and grow by about 5.3 percent in 2021 and about 5,9 percent 
over the medium term. To cus ion citizens and businesses from the adverse effects of Covid- 
19 Pandemic and stimulate economic recovery, the Government will continue to implement measures in the context of the Economic Stimulus Pro gramme and the Post Covid-19 Economic 
Recovery Strategy. 

. Ill. Given the tight resource constraints and considering the outcome for FY 2019/20, the 
purpose of the FY 2021/22 budget and the medium term will be to grow revenues once the 
“conomy recovers to pre-Covid levels and reduce non-core expenditures. The result wil] be a 
reduction in the fiscal deficit that will reduce growth in public debt and ensure debt 

 



  

Annex Table 1: Macroeconomic Indicators for the FY 2018/19- 9024/25 Period 

2018/19 2019/20 2020/21 200122 2022/23 2023/24 2024/25 

N 
ee Act | Budget BROP'20 BPS'20 BROP'20) BPS20 BROP'20| BPS20 BROP20 BROP 20 

| 

canmual percentage change unless otherwise indicated 

59 | 49 40 | AY 63 5a | 66 SA |S 59 | 59 

32 | 4 54 | 2 ss 35 | 333 | SA A 

y | so 59 | 50 58 so 50 | 50 5D} 5M 50 | 50 

o | si sk | SO 80 | 8 so | 50) 50 | 90 50 | 8 

ys | 6 608 | iy | 03 OS | 04 OS 

| ag. 5 | 48 3 | 6 7 | 4 a7 | 159. 36 | Be 

37-20 | 196 = BI | 8S vg | 56 (142 | 132 108 | 104 

National Account, and Prices 

RealG@DPo 
GDP deflator 

CPU index (cop) . 
CPUIndex (ave)... 

‘Termsoftrade (deterioration) 

Money and Credit (end of period) 

Netdomesticassets 
Net domestic credit to the Government 

Credit tothe rest ofthe evonomy 

Broad Money, NB (percent change) 

Reserve money (percent change) 

1 76 15 Wai | Bl 122 59 «= «143«| «44 133 

96 84 | 106 105 | Wt = WO | 125 0 | 126 © 6 | NS 

s2 9 | 6 | 16: 65 | 80 65 &l Wo} 7 

in percentage of GDP, unless othensise indicated 

    

Investment andSaving 
e . 

Teste . 7 | 67 BL | 6 33. | wi 64 | 4 = 112 | 28 194 | 185 

Central Government 
al 6] 58 5.0 59 5 5.0 53 48 49 46 46 

(Ot 
95 | 90 13. | 166 73 | VA 4 | 172 124 | 118 38 | 139 

| GrossNational Saving 
36 | 4 76 165 82 | IB 6 | 196 ©1238 -| 212 37 | 138 

Central Government 
mee 13 09 05 03 37. 08 44 16 40 22 2 

Other ee wn 67 | 160 19 | L108 is) 1g | 1738S | MN 

Central Government Budget 
; 

Tolalreveme 
| 183 | 183 (10 | 168 — 165 1g5 162 134164 | «WBA (186 164 

Tofal expenditure and netlendng | 62, | mg. 82 | 9 |. 8. BI | 9 m5 | ws U8 | 23 

Overall Fiscal balance excl. grants 4g | $3 82 30 94 | 42 WS | 38 4) | 33 32 | 3 

Overall Fiscal balance, incl. grants, cash basis Jk | 90 ao | 15 29 39 0-1 3) 58 | 30 49 A8 

Primary budget balance 
ag | 41 36 34 48 | 03 27 939 1S | (10 i 

Net domestic borrowing a 33° «| (58 44 44 §3 1438 Bl 38 14 = 29 28 

ExtemalSecfor 
alee beg . 

Exports velue, goods and services | Wd | BA M0 | 127 1 | B4 98 B3 93 y2 86 | 9 

Imports value, goods and services wa | 202 199 | 03 «7 «| «(189 163 | 182 152 | 164 14 | 13.0 

Current external balance, including official transfers al | 42 35 | Ad 5t | 43 48 | 29 4g | 413 48 | A 

Gross reserves in months of next y's imports AS 49 5.3 45 53 58 55 59 55 30 55 | 35 

Gross reserves in months of this y's imports 64 | 65 63 6.0 58 69 38 | 60 58 6.0 58 59 

Public debt 

Nominal deb (cop), net of deposits 510 | 587 607 | 605 638 539 646 | 510 640 433 © «62.2 | O06 

Domestic(gross) 
99 | 306 312 | 320 BS 268 340 go 344 | AS 3B 33.0 

Domestic (ne!) 
m5 | 7 262 75 wi | mo. 300 m4 908 | U4 305 30.1 

Eel | ms | Bl MS 39 M8 | 3d 346 | 6 BA 69 «317 | 308 

Memorandum Items: . As 

Nortinal GDP (in sh Billion - 9303) 1097 10200) 11,276 i267] 130! 12502) 14614 13,879 16521 15,495] 17,286 

Nominal GDP (in US$ Million) 
90,881 | 99,742 99,774 | 110,672 111,863 | 130,124 127,469 | 145,788 143,759 | 163,349 163,831 188,098 

Source of Data: The National Treasury 

45 

 



      

     

        
    

   

2 

BPS'20 Budget BROP'20 | BPS'20 BROP'20 | BPS'20 

Import duty (ret) 
106.9 95.9 |. Excise duty 
194.3 201.2 Value Added Tax 
414] 400.1 [Investment income : : 26.8 34.7 Other F : 23 163.2 Ministerial Appropriation in Aid 

7019 | 294 Railway Development Leyy 
3 213 | 297 ; Ministerial and Departmental Fees (AiA\NMS : 180.6 226.8 Across the board Additional AiA 

    

2,433.7 2,817.8 Recurrent expenditure 
1531.1 1,777.0 Interest payments 
375.7 33.7 | 

  

_ . Domestic interest m4 |. joie Foreign Interest ; : 103.4 1319 Pensions & Other CFS 
70.8 | 91.0 Pensions ; 

: 66.4 87.0 . Other CFS 
rece 40 Contribution {0 civil service pension fund 00 | og Net Jssues/Net Expenditure 
936.8 1,076.2 OM: Wages & Salaries! 
a5 |. 437.2 Development and Net lending . . | 541.9 678.5 Domestically financed (Gross) 

| 307.0 449.7 :. ON Domestically Financed (Net\NMS 262.2 | 3853 Manisteria] Development AIA : | 2702 64,3, Foreign financed : 
225.4 228.1, ~Netlending 
25 1 06 Equalization Fund a 
7.0 0.0 County Allocation . : : 360.7 362.4 Equitable Share ' : “314.0 | Sibi Conditional Allocation — . . | 467 459 Contingency Fund . ‘g0 | oo 

Fiscal Balance (Commitinent basis excl, grants) | +7320 
Grants ; ; ; 19.7 Of which: Project prants 

- 434 Programmme grants f |. 4 Fiscal Balance (izcl, Srants) 
: “7123 | 9180 Adjustment to Cash Basis 

0.0 . 0.0 Fiscal Balance (iucl. grants) Cash Basis -7123 918.0 Statistical diserepancy 
7} 00 

TOTAL FINANCING ; 7211 918.0 
Nei Foreign Financing ; ; 4145 | 3240 |. Disbuserments ; : 

680.8 | 445.5 Commercial Financing smite 25] SEE) 62 a . Semi consessional Loans 
: 0.0 0.0 Tolal Project loans (AIA + Revenue) 

-2223 2213 Concessional Loans 
|, 0.0 0.0 Programme Loans 

848. | 2179 OM: P for R Programme Loans 
82 218 Rapid Credit Facility from IMF 
0.0 78.3 World Bank DPO ; . 766 | 1178 _, ADB : 

. 00 0.0 Debt repayment - Principal 
266.2 | “1215 Net Domestic Financing 

| 3065 594.0 
|Memo items 

      

   
     

3361.6 
3.233. 

2725.7 

00 

10,1966 Source of Data: The National Treasury 

TOTAL REVENUE a . 17017 | 1.8648 Ordinary Revenue 
1499.8 16154 Income Tax 
685.3 720.3 

Act 

1,733.6 
L573. 
706.9 
98.0 
195.3 
383.7 
347 
1548 
1602 
23 
1370 

2565.4 
1,645.2 
4372 
3154 
1218 
89.6 
87.0 
26 
0.0 

LOWS 
449.9 
594.9 
396.6 
352.7 
43.9 
197.6 
07 
00 

3253 
286.8 
38.5 
0.0 

8318 

19.8 
15.2 
46 

812.0 

118 

800.2 

7908 

340.4 
442.0 
59 
0.0 

197.) 
0.0 

239.0 
30.1 
783 
108.2 
24 

“101.6 

35158 
3.1775 
2674.2 

212 

10,199.9 

241341 
1.8567 
8623 
1265 
258.0 
496.4 
210 
925 
2774 

218 
2496 

150.0 

744 

3309.5 
2,802.1 

0.0 

11,636,9 
   

1,892.6 
1,633.8 
685.0 
106.8 
4 
481.6 
28.6 
904 
389 

    
3.2228 
3,609.9 
3.1024 

0.0 

11,2758 1,266.6 

  

     
      

      
     

   

  

     

     
    
     

    

  

   

      

18603 
2,842.4 16014 
25585 35.5 
1,187.0. 963 
168.7 208.8 
3393 437.6 
723.8 28.6 

94.7 
258.9 
272 
231.7 

  

   

  

   
2,919.0 

1,843.6 

463.1 

308.4 

154.7 

123.4 

119.2 

42 

103 

1,069.6 

481.7 
675.2 

4)04 

354.0 

56.4 

258.0 

0.0 
68 

5395.2 

32.5 

52.7 
5.0 

   

      

    
      

    
   

    

        

   

   

  

   

  

     

    

   

  

     

    

     

   
   

    

   

    

   
-1,058,7 

    

56.8 
327 
24] 

1,001.8 

00 

1,001.8 
00 

                  

   

   

      

   

    

1,001.8 

        

401.8 
5814 
62 

124.1 

  

       

    
     
    

      

    

    

     

             3.9176 
3.7776 
3.2742 

0.0 

4041.1 43289 
34919 42544 

43382 4.6)3.5 
3.6521 4.7749 29845 3.751.) 3144.6 4.2716 

0.0 0.0 0.0 0.0 
13.0441 12.5016 14.673.6 13,879. 

   
   
     

        

  

       

    

      

    

      

   

   



Annex Table 3: Government Op 

TOTAL REVENUE 
Ordinary Revenue 

income Tax_ _ .. 
Import duty (net) 

Excise duty 

Value Added Tax. 
Investment income 

Ober 
Ministerial Appropriation in Aid 

Railway Development Levy . 

Ministerial and Departmental Fees (AIAYINMS 

[Across the board Additional AIA 

      
EXPENDITURE AND NETLENDING, 

Recurrent expenditure, 

[Interest payments... 
Domestic interest. 
Foreign Interest. . 

Pensions & Other CES. 
. Pensions , 
“Oiien OSs Rete t= 

Contribution to civil service pension fund 

Net Issues/Net Expenditure... 
OW: Wages & Salaries] 2 

‘Development and Net lending 

Domestically financed (Gross), 

O/W Domestically Financed (NetNMS 

_ Ministerial, Development AIA 

Foreign financed ; 
)Net lending 

Equalization Fund 
County Allocation 

Equitable Share 
Conditional Allocation. . 

Contingency Fund | . 

  

  
_[Fiscal Balance (commitment basi excl, grants) 

Grants 

(OF which: Project grants 

_.. Programmme grants 

Fiscal Balance (incl. grants) 

‘AdjustmenttoCashBass 
Fiscal Balance (incl. grants) Cash Basis 

Statistical discrepancy 
  

TOTAL FINANCING 

Net Foreign Financing 

__Disbuserments 

Semi consessional Loans 

‘Total Project loans (AIA + Revenue) 

Concessional Loans _ 
Programme Loans 

OMW: P forR Programme Loans |. 

Rapid Credit Facility ftom IME. 
World Bank DPO 

ASDB . 

Debt repayment - Principal 
[Net Domestic Financing 

Memo items 

External Debt _ 
Domestic Debt (gross) 

Domestic Debt (net) 

  

Financing 2ap_ 

(Nominal CDP. 

    

      

      

Act 

183%, 
16.1% 
14% 
1.1% 
2.1% 
45% 
03% 
0.8% 
2.2% 
02% 
1.9% 

0.0% 

162% | 
_ 16.5% 
4% 
19% | 
11% 

| 0.8% |. 
0.7%, 
LM, 
0.0% 
10.1% 
45% |. 
58% 

3.3% 

‘|, 28% 
| 29% 

24% 

0.0%, 

0.1% 

3.9% 

3.4% 
035% 

0.0% 

-19% | 

02% 

02% 
0.0% 
1.1% 
0.0% 

_ “TT 
01% 

32.5% | 
29.2%. 
24.5% 

| 01% 

100.0% 

  

erations for the FY 

Supp Il 
Budget 

183% 
_ 15.8% 

71% 

0.9% 

2,0% 

3.9% 

03% 

1.6%. 

2.4% 

0.2% 

22% 

0.0% 

17.4% 
43%       
3.0% | 
13% 
0.9% 

, 059% 
0.0% 
0.0% 
10.6% . 
435% | 
6.7% | 
44% 

3.8% 
0.6% 

22% 
_ 0.0% 

0.0% 
3.6% 
3.1% | 
04% 
0.0% 

93% 

03% 

0.1% 
9.0% 
0.0% 
9.0% 
0.0% 

9.0% 

3.2% 
4.4% 
0.1% 
0.0% 
1.2% 
0.0% 
2.1% 
0.2% 
08% 
12% 
0.0% 
12% 
58% 

          

   

   
    

31.7% 
26.7% 

   

  

0.0%, 

  

21.6% | 

02% . 

33.0% 

100.0% 

Act 

11.0% 
15.4%, 
69% | 
1.0% 
19% 
3.8% 
0.3% 
13% 
1.6% 
0.2% 
13% 
0.0% 

   

      

   

    

   

  

        
    

  

    

  

    

   

    

   
    

  

    

    

   
   

     

  

   

   

  

   
    

   

            

   
   

    

   
    

   

   

   

25.2% 

16.1%. 
43% 
3.1% , 

_ 12% 
0.9%. 
09% 
00%. 

0.0% 
9.9% 
4.4% 
5.8% 
3.9% 
35% 

04% 
19% 
"0.0% 

0.0% 

218% 
04% 
0.0% 

8.2%. 

01% . 
0.0% 
8.0% 

18% 
0.1% 

18% 

43% 

01% 
0.0% 

19% 
0.0% 
23% 
03% 
0.8% 
11% 
0.2% 

1.0% 
44% 

34.5% 
312% 
262% 

    

0.2% 

100.0% 

Source of Data: The National Treasury 

Source of Date: The Nein eS 

32% | 

02% | 

Ol . 

33% 

  

         
     

    

    

   

        

   

   

      

   

   

     

          

BPS'20 

183% | 168% | 165% 
16.0% | 145% | 142% 
74% | 61% | 65% 
11% | 09% | 09% 
22% | 21% | 19% 
43% | 43% | 3.9% 
02% | 03% | 03% 
08% | 0.8% | 08% 
14% | 23% | 23% 

0.2% |. 0.2% | 02% 
21% | 21% | 21% 
0.0% | 0.0% | 0.0% 

36% | 24.1% | 159% 
“15.3%, | 16.2%) 16.4% 

3.9% | 4l% | 41%. 
27% | 21% | 27% 

13% | 14% 14% 

1.0% | 11% | 11% 
1.0% | 11% | 11% 

0,0% } 0.0% | 9.0% 
0.1% | 0.1% | 01% | 

8.8%. | 93%, |.95%. 
4% | 44% | 43%. 

5.0% | 52% | 6.0% | 

29% | 29% | 3.6% 
13%.) 14% | 31% 
05% |. 05% | 05% 
21% |. 22%. | 23% . 

00% | 0.0%. | 0.0% 
0.1% | 01% | 0.1% . 

        

3.2% | 33% | 33% 
17% | 28% | 3.0% 
05% | 05% | 05% 
0.0% | 0.0% | 00% 

53% | 20% | 94% 

04% | 05% | 05% 

03% | 03%, | 03% 

00% | 0.2% | 02%. 
49% | -75% | 89% | 
00% | 0.0% | 00% 
49% | -15%, | 89% 
0.0% | 0.0%, | 00% 

49%. | 15% | 89%. 

3.0% | 31% | 36%. 
45% | 4.7% | 52% 

0.0% | 0.1% | 01% 
11% | 14% | 11% 

21% |. 22% | 22% 
0.0% | 00%. | 00% 
13% | 13%. | 18% 

0.0% | 00% |, 00% 
0.0% | 0.0% | 00% 
13% | 13% | 13% 
00% | 0.0% | 04% . 
15% | 16% | -1.6% 
19% | 44% | 53% 

“32.0% | 33.0% | 34.8% 
78.4% | 32.0% | 335% | 
24.1% | 275% | 29.1% 

0.0% | 0.0%, | 00% 

100.0% | 190.0% | 100.0% 

  

18.5% 
16.4% 
1.6% 
11% 
2.1% 
4.6% 
02% 
0.8% 
11% 
02% 
19% 

_ 0.0% 

28% 
14.9%. 
41% 
28% 

|, 13%, 
1.0% 

_ 10%, 
0.0%, 
02% 
8.2% 
42% 
49% | 
2.6% 
21% 
0,6% 
2.2% 
0.0% 
01% 
29% 
25% 
05% 
0.0% 

              
42% 

0.4% 

03% 
0.0% 
3.9% 
0.0% _| 
3.9% 
0.0% 

      
3.8% 

2.4% 
4.2% 
0.0%. 
1.0%. 

_ 2 
0.0% 
12% 
_ 0.0%, 

0.0% . 
|, 1.1%, 

0.0% | 
1.8% | 
1.4% 

31.0% 
26.8%. 
22.9% 

0.0%             "100.0% 

    

    

2018/19 - 2024/25 
[im | 

16.2% 
14.5% 
6.7% 
0.9% 
19% 
41% 
0.2% 
0.6% 
1.1% 
0.2% 
13% 

_ 0.0% 

23.7% 
15.5% 
44% 
31%. | 
13%, 

11% | 
1.1% 
0.0% 
0.2% 

87% 
“43% 
5.1% 

2.8% 

22% 
Os% 
23% 

| 0.0% 
0.1% 
3.1% 

2.6% 
05% 

“200% 

” 15% 

0.4% 

03% 
0.0% 
“71% 
0.0% | 
11% 
0.0% 

71% 

33% 
52% 
0.0% 
1.8% 

22% 
0.0% 
12% 
0.0% 
0.0% 
12% 
0.0% 
1.9% 
3.8% 

34.6% 
34.0% 
30.0% 

0.0% 

100.0% 

Period (% of GDP) 

18.4% 

16.5% 

18% 
L1% 

11% 

46% 

0.2% 

0.8% 

20% 

0.2% | 

L7% 

0.0% 

19% 
141% 

3.9% 

13% 

1.0% 

0.0% 
0.2% 
1.6% 
3.9% 
51 % 

2.9% 
24% | 
0.5% 
2.1% 
0.0% 

|, 0.1% 
2.7% 
23% 

. 0.4% 
0.0% 

“35% 

03% 
03% 
0.0%, 

31% 
0.0% 
3.1% 

00% 

3.1% 

2.0% 

0.0% 
0.7% 
2M, 
0.0% 
0.9% 
0.0% . 
0.0% 
0.9% 
0.0% 
1% 

29.6% 
28.9% 
218% 

    
“0.0% | 

100.0% 

26% | 

1.0% | 

    
3.1% | 

11% 
= 

      

Budget BROP'20 BPS'20 BROP'20 | BPS'20 BROP'20 

ames | mse | Hs | 
BPS'20 BROP'20 | BROP'20 

  

16.4% | 18.4% 
14.7% | 165% 
68% | 7.7% 
10% | 11% 
19% | 21% 
4.1% | 4.6% 
02% | 01% 
0.6% | 0.8% 
17% | 2.0% 
02% | 02% 
15% | 18% 

0.0% | 9.0% 

125% | 18% 
149%, |. 145% 
43% | 40% 
3.0% | 27% 
13% | 13% 
14% | 10% .. 
11% |. 1.0% 
0.0% |. 0.0% || 

02% | 0.1% 
82% | 8.0% 
41% | 3.6% 
49% | 4.7% 
25% | 28% 
20% | 23% 
05% | 05% 
23% | 1.9% 
0.0% | 0.0% 
01% | 0.0% 
18% | 24% 
24% | 21% 
04% | 04% 
0.0% | 0.0% 

61% | 33% 

03% | 03% 

03% | 03% 
0.0% | 0.0% 
58% | -30% | 
0.0% | 0.0% 
58% | 30% 
0.0% | 0.0% 

58% | 3.0% 

21% | 0.6% 
3.9% | 34%. 
0.0% | 0.0%. 
08% | 0.7% 
2.2% 19%. 
0.0% | 0.0% 
1.0% | 0.8% 
0.0% | 00% 
0.0% | 0.0% 
09% | 08% 

0.0% | 0.0% 
19% | -28% 

| 3.8% | 2.4% 

33.2% | 26.9% 
344% | 245% | 
30.8% | 21.4% 

0.0%, | 0.0% 

100.0% | 100.0%. 

  

      

16.6% 
14.8% 
6.9% 
1.0% 
19% 
42% | 
0.2% 
0.6% 
18% 
0.2% 
1.6% 
0.0% 

18% 
14.5% 

. 4.2% 

30% 
1.2% 
11% 
1.1% 
0.0% 
02% , 
19% 

3.8% 
4.6% 
23% 
2.0% 
03% 
2.1% 
0.0% 
0.1% 
2.6% 
22% 
0.4% 
0.0% 

"52% 

0.3% 

03% | 
0.0% 
45% | 
0.0% 
49% 
0.0% 

49% 

~ 2.0% 
3.6% 
0.0% 
0.7% 
2.0% 
0.0% 
09% 

0.0% 
0.0% 
0.9% 
0,0% 
“1.7% 
2.9% 

100.0% 

16.4% 
14.8% 
6.9% 
1.0% 
2.0% 
4.2% 
0.2% 
0.6% 
1.6% 
0.2% 
14% 
0.0% 

115% 
4% 
al% 
2.9% . 
12% 
11% 
11% 

305% 
33.0% 
30.1%                   
0.0% 

100.0%          



Annex Table 4: Develo 
(Ksh Million) 

   
      

APPROVED 

BUDGET 

ESTIMATES BROP PROJECTION 

2023/24 
CODE SECTOR CLASSIFICATION AGRICULTURE, RURAL & URBAN DEVE LOPMENT 
040 |(ARUD 

42,9610] 47822.7 41,6021 | 30,1284 

   
      

9,860.0 Loans m4s21|  344680| 2120901 26060 [eran [|__3si65 | 240sol 21650] 7360 Statcineventons [= [~ sata] ono 2000 | | 
BigFour( GO | 77984 | 7567) aa | ane 

ic Sti g 3,000.0| - 30000 

  

  

  
  

  

   
      

    

020_|ENERGY, INFRASTRUCTURE AND ICT ws aes azz | nara 368,355.41 a SE ie 79,0639 loas | aagg7a3 srg 185,600.3 | - 196.9823 Grants 5,0689 locaata | aso.0 1 st9ma0| eral "55,2510 ee aiaieal 

     | 
        Stateyc Interventions | 71909] 338856 | 247000/- ~ 50000 en eas vas GOK) | 103635 | 123098 | 1308751 7000 

|| 
Coumerpart Funding | 264710 | 275001 28.9040[_ 28,399.0 

| | 
Economic Stimulus Prog, 

:   "__ |GENERAL ECONOMIC AND COMMERCIAL AFRAIRG 
; GECA 

117620| 79132|  gzaoa| 75576 cox sto 2880 | 15940 [= |__3ass0 [302901 a0m00) 2425.0 See G0 | 33262] 33969] 33561] . 3.298 a [Bt sg | — en) 22 040 [HEALTH ges asc arn panne a aE CTE rie 

=
S
 

w
o
 

c
S
 

i
 

AL
: 

    

el 

Pee cal 40000| 40000 He een cae G0 24,6463 | 25.1713} 29.9660 1 ee 
a es 050 [EDUCATION ° Gross | mn] 24,904.6 ar 

8,105.0 
96000} so57i0| 99120] 

1,269, 
| 126061 12606 6 

28000|  28000/ 280001 28009 Le eee ey | 3000 | 7 a 
a 4,539.8 060_| GOVERNANCE, JUSTICE, LAW AND ORDER (GjLo cross 109199 | 108429 1152691 12666) ie Py | 31730 | re 

| 0s | as] 7a) Strategic Interventions 9,375.0 6,851.0 6,240.0 7,040.0 
Note: CF_ Contigency Fund, EF Equalization Fund, NG-CDF. National Government Constituency Development Fund 
PEFR_ Perfomance for Results 

& 

, 
      

  ) 
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Annex Table 5; Recurrent Sector Ceilings for the FY 2021/22-2023/24 MTEF Period (Ksh 
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Seulitl 
Annex Table 5: Recurrent Sector Ceilings for the FY 2021/22-2023/24 MTEF Period (Ksh 

Million 
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    ted 
in 

Table 
1 

as 
the 

only 
external 

source 
_ 
T
a
b
l
e
 1 provides 

external 
grants 

since 
they 

are 

of 
funding 

for 
the 

budget, 
the 

financing 
side 

of the 
budget 

classified 
as 

revenue. 
Data 

on 
financing 

for 

should 
also 

be 
included 

as 
a 
second 

component 
in 

the 
Table 

the 
fiscal 

deficit 
is 

provided 
in 

Table 
6 

and 

| 
Annex 

Tables 
2 

and 
3. 

It 
is 

not 
clear 

why 
tax 

revenue 
should 

continue 
to 

decline 
This 

is 
a 

useful 
observation. 

Revenue 

relative 
to 

G
D
P
 
through 

the 
projection 

period. 
This 

is 
especially 

projection 
for 

the 
FY 

2020/21 
and 

the 

puzzling 
given 

statements 
in 

the 
text 

that 
tax 

revenue 
will 

be 
the 

| m
e
d
i
u
m
 
term 

as 
a share 

of 
G
D
P
 

has 
been 

kept 

focus 
of the 

coming 
yeats 

throtigh 
implementation 

of 
tax 

policy 
| 

at: around 
16 

percent 
as 

a 
reflection 

of 
the 

measures 
and 

tax 
administration 

reforms. 
H
o
w
 

can 
one 

square 
current 

operating 
environment. 

these 
conflicting 

m
e
s
s
a
g
e
s
?
 

Elaborate 
on 

the 
extent 

that 
the 

decline 
in 

revenue 
(in 

2019/20 

relative 
to 

original 
budget, 

and 
in 

2020/21 
relative 

to 
the 

projection 
in 

the 
BPS) 

can 
be 

e
x
p
l
a
i
n
e
d
 

-by 
(i) 

tax 
policy 

changes, 
(ii) 

impact.of 
reduced 

economic 
activity, 

and 
(iii) 

other 

(unexplained) 
reasons. 

The 
latter 

could 
include 

disruptions 
to 

tax 

administration 
resulting 

from 
Covid. 

Do 
you 

rule 
out 

the 

possibility 
of 

recovering 
some 

of the 
‘unexplained’ 

revenue 

losses 
in 

the 
future? 

14 
Table 

3 
shows 

a 
decline 

in 
the 

G
D
P
 

contribution 
of the 

manufacturing 
sector 

from 
8 

per 
cent 

in 
FY 

2017/19 
to 

7.2 
per 

cent 
in 

FY 
2019/20 

which 
is 

contrary 
to 

the 
national 

aspirations 

under 
the 

BIG 
F
O
U
R
 
A
G
E
N
D
A
 

of 
attaining 

a 
G
D
P
 

contribution 

of 
15 

per 
cent 

by 
2022. 

. 
oe 

af 
~
'
*
 

|. 
% 

15 
- 20 

(Table 
5) 

| The 
information 

provided 
on 

government 
expenditure 

does 
not 

oive_a 
c
l
e
a
r
-
p
i
c
t
u
r
e
a
t
 

the 
p
r
o
g
r
a
m
m
e
 

and 
s
u
b
-
p
r
o
g
r
a
n
m
i
n
 

e 

External 
Grants 

are 
lis             

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                
 
 
 
 
 
 
 
 
 
 
 
 
 

            
 
 

° 
The 

revenue 
foregone 

due 
to 

tax. 
reliefs 

in 

the 
last 

quarter 
of 

FY 
2019/20 

mentioned 

in 
paragraph 

9 
amounted 

to 
Ksh 

42 
billion. 

The 
rest 

of 
the 

revenue 
shortfall 

is 

attributable 
to 

reduced 
economic 

activity 

on 
account 

of the 
Covid-19 

pandemic. 

e 
The 

revenue 
foregone 

due 
to 

tax 
reliefs 

was 
recovered 

in 
part 

through 
a 
review 

of 

tax 
exemptions. 

The 
revenue 

foregone 
will 

also 
be 

recovered 
when 

the 
tax 

reliefs 
are 

reversed 
following 

recovery 
of 

economic 

activities. 

As 
correctly 

observed, 
the 

manufacturing 

sector 
as 

a 
share 

of 
G
D
P
 

has 
declined. 

However, 
the 

implementation 
of 

the 
“Big 

Four” 
A
g
e
n
d
a
 

initiatives 
under 

the 

manufacturing 
pillar 

are 
expected 

to 
reverse 

the 
trend. 

Table 
5 

reports 
expenditure 

by 
Ministries, 

D
e
p
a
r
t
m
e
n
t
s
 

and 
Agencies. 

Going 
the 
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proposal 
to 

report 
will 

be 
considered. 

This 
is 

a 
useful 

Suggestion 
and 

will 
be 

considered 
in 

future 
BROPs. 

expenditure 
by 

pro gram 

 
              

The 
explanation 

for 
excellent 

or 
poor 

p
e
r
f
o
r
m
a
n
c
e
 
should 

be 
specific 

and 
include 

proposed 
solutions 

that 
the 

Government 
wil] 

pursue 
to 

solve 
them. 

Specifically, 
there 

should 
be 

a 
section 

that 
indicates 

measures 
that 

have 
been 

put 
in 

place 
to 

address 
challenges 

causing 
revenue 

shortfall 
and 

lower 
budget 

absorption. 
Expenditure 

is 
projected 

to 
decline 

by 
more 

than 
1 
percent 

of 
G
D
P
 

each 
year. 

H
o
w
 

can 
the 

budget 
address 

the 
“Big 

Four” 
agenda 

in 
this 

context? 
: 

What 
is 

the 
plan 

supportin 
as 

a 
percentage 

of 
G
D
P
 

over 
the 

next 
four 

years 
Break 

d
o
w
n
 

the 
sentence 

since 
it’s 

too 
long 

‘Fiscal 
measures 

estimated 
to-cost 

the 
exche 

in 
revenue 

foregone 
by 

G
o
K
 

in 
one 

financial 
year: 

Could 
the 

‘one 
financial 

year' 
be 

specific? 
Is 

it F Y¥ 
2019/20 

which 
bore 

the 
brunt 

of 
Covid-19 

in 
the 

last 
quarter 

or 
will 

the 
foregone 

revenue 
be 

the 
lost 

revenue 
in 

the 
fiscal 

years 
that 

the 
reliefs 

will 
be.in, 

place? 
This 

is 
in 

light 
of the 

negativé 
externalities 

that 
have 

> 
arisen 

in 
Covid-19 

period 
that 

have 
a much 

bigger 
impact 

on 
revenue 

mobilization 
than 

the 
tax 

reliefs, 
Indicate 

early 
March 

                                             

 
 
 
 
 
 
 

          

The 
projected 

expenditure 
have 

taken 
the 

Tesource 
requirements 

of 
the 

“Big 
Four” 

into 
consideration. 

The 
projected 

decline 
in 

expenditures 
is 

due 
to 

the 
elimination 

of 
non- 

core 
expenses, 

Paragraph 
amended 

The 
estimated 

revenue 
foregone 

in 
the 

fourth 
quarter 

of FY 
2019/20 

due 
to 

the 
tax 

reliefs 
is 

about 
Ksh 

43 
billion. 

The 
estimate 

of Ksh 
172 

billion 
was 

arrived 
at 

after 
multiplying 

Ksh 
43 

billion 
by 

four 
quarters 

to 
get 

the 
estimated 

tevenue 
foregone 

for 
a full 

financial 
year, 

                                           

  g 
the 

projected 
decline 

in 
the 

wage 
bill 
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e
d
 

appropriately 
and 

reasons 
for 

the 
shortfall 

provided 
in 

the 
B
R
O
P
 

This 
is 

a 
useful 

proposal 
that 

is 
already 

being 
done.                            

N
e
e
d
 

to 
m
o
n
i
t
o
r
 
resources 

allocated 
to 

the 
B
I
G
 

F
O
U
R
 

A
G
E
N
D
A
 

to 
ensure 

c
o
m
m
e
n
s
u
r
a
t
e
 

returns 
on 

investment 
and 

m
o
n
e
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Review 
the 

law 
which 

allows 
M
D
A
s
 

to 
spend 

funds 
before 

they 
| 

This 
is 

duly 
noted 

and 
will 

be 
given 

due 

have 
been 

received 
in 

the 
Consolidated 

Fund 
in 

order 
to 

enhance 
| 

consideration. 

transparency 
and 

accountability 
hence 

ensuring 
completeness 

   
 

 
 

 
 

 
 

 
 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

and 
timeliness 

in 
periodic 

financial 
reporting. 

Insert 
‘KSh’ 

before 
235.4 

billion 
and 

2.0 
billion 

A
m
e
n
d
e
d
 

appropriately 

Delete 
the 

word 
‘has’ 

after 
Finance 

Act, 
2019 

A
m
e
n
d
e
d
 

appropriately 

Already 
qualified 

Indicate 
other 

factors 
for 

failing 
to 

meet 
the 

financial 
objectives 

| 

such 
as 

failure 
to 

meet 
revenue 

targets 
and 

the 
broadening 

trade 

deficits 
rather 

than 
attributing 

the 
failure 

to 
purely 

Covid-19 
| 

P
a
n
d
e
m
i
c
 

alone 
—_- 

eee 
eer 

ey 
eey.” 

Indicate 
areas 

where 
transparency 

and 
accountability 

needs 
to 

be 

promoted 
by 

the 
Public 

Investment 
Management 

U: nit 
(PIMU) 

 
 

 
 
 
 
 
 

Areas 
where 

transparency 
and 

accountability 

need 
to 

be 
promoted 

by 
P
I
M
U
 

indicated 
in 

the 
paragraph 

Lags 
in 

reporting 
expenditures 

by 
parastatals 

and 
donor 

funded 
projects 

explain 

underspending 
as 

explained 
in 

the 
same 

paragraph. 

The 
2018/19 

fiscal 
accounts 

are 
yet 

to 
be 

audited 
thus 

they 
are 

reported 
as 

preliminary 

actuals 
pending 

auditing 

The 
Government 

continuously 
reviews 

the 

dundant 
tax 

sncentives 
to 

.| 
tax 

policy 
with 

an 
aim 

of 
introducing 

or 

: 
removing 

tax 
incentives 

to 
attract 

and 

promote 
investments 

 
 

 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

        

Qualify 
underspending 

by 
M
D
A
s
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Report 
2018/19 

fiscal 
numbers 

as 
actual 

not 
preliminary 

 
 

 
 

 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

R
e
v
i
e
w
 

tax 
statutes 

with 
the 

aim 
of: 

© 
Discontinuing 

further 
issuance 

of 
re 

newly 
registered 

firms 

© 
Gradually 

phasing 
out 

of the 
existing 

redundant 
tax 

incentives 

© 
Develop 

national 
guidelines 

on 
provisions 

of 
tax 

incentives 

to 
guide 

evaluation 
and 

enactments 
so 

to 
ensure 

that 
only 

beneficial 
incentives 

are 
provided 

for 
in 

law 

Use 
of taxes 

for 
appropriate purposes 

2 
|
 

Wh 
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Use 

direct 
government 

transfers 
other 

than 
indirect 

tax 
adjustment 

in 
cushioning 

low-income 
segments 

against 
hardships. 

This 
will 

safeguard 
against 

revenue 
loss 

and 
directly 

benefit 
vulnerable 

citizens 

The 
Government 

is 
enhancing 

the 
social 

protection 
p
r
o
g
r
a
m
m
e
s
 
through 

cash 
transfers 

and 
safety 

nets. 
The 

lowering 
of tax 

rates 
was 

a 
one-off 

intervention 
necessitated 

“by 
Covid-19 

Pandemic 
The 

Government 
Will 

review 
the 

tax 
reliefs 

once 
the 

e
c
o
n
o
m
y
 
recovers, 

 
 
 
 
 
 
 
 

          

                        

  

Review 
the 

tax 
policy 

measures 
introduced 

to 
cushion 

citizens 
against 

the 
impact 

of 
Covid-19 

pandemic 
with 

the 
aim 

of 
removing 

these 
measures 

when 
the 

economy 
recovers 

from 
the 

© 
impact 

of 
Covid-19 

Expenditure 
projections 

for 
the 

FY 2020/21 
(Annex 

Table 
2) 

have 
not 

been 
revised 

as 
indicated 

in 
Paragraph 

3. 
The 

indicated 
expenditures 

are 
as 

per 
the 

approved 
budget. 

Rectify 
the 

net 
external 

financing 
to 

Ksh 
340.8 

billion, 
A.LA 

to 
Ksh 

442.4 
billion 

and 
c
o
m
m
e
r
c
i
a
l
 
financing 

to 
Ksh 

5 -9 
billion 

and 
not 

Ksh 
340.4 

billion, 
Ksh 

442.09 
billion 

and 
Ksh 

5.8 
billion 

respectively 
as 

reflected 
in 

Table 
6 

Align 
the 

three 
paragraphs 

to 
avoid 

re 
petition. 

Debt 
to 

be 
restructured 

into 
concessional 

loans 
and 

debt 
with 

longer 
p
a
y
m
e
n
t
 
period 

for 
ease 

of 
m
a
n
a
g
e
m
e
n
t
,
 

    
                 

3 

The 
Fiscal 

F tfamework 
has 

been 
a
m
e
n
d
e
d
 

appropriately 
as 

indicated 
in 

A
n
n
e
x
 

Table 
2 

and 
3, 

This 
has 

been 
a
m
e
n
d
e
d
 

to 
m
a
t
c
h
 
Table 

6 

          

               

Deficit 
Financing 

                           

  

D
e
b
t
 

2 
2 

Sustainability 
35 

Table 
8 

           

paragraphs 
have 

been 
combined 

The 
government 

is 
already 

in 
the 

process 
of 

re-profiling 
the 

existing 
debt 

to 
ensure 

debt 
Sustainability 
There 

is 
no 

legal 
basis 

for 
reporting 

public 
debt 

net 
of 

deposits. 
The 

inclusion 
of 

the 
public 

debt 
net 

of deposit 
in 

Table 
9 

is 
based 

.on 
the 

fact 
that 

G
o
v
e
r
n
m
e
n
t
 

deposits 
at 

the 
Central 

B
a
n
k
 

can 
be 

utilized 
to 

reduce 
the 

Stock 
of 

public 
debt 

if the 
need 

arises, 
| 
Total 

budget 
includes 

transfer 
to 

counties 
| 

thus 
adherence 

to 
the 

recurrent 
and 

d
e
v
e
l
o
p
m
e
n
t
 
expenditure 

thresholds 
is 

                        
 
 
 
 
 
 
 
 
 

   
 
 
 

 
 
 
 

             
   

What 
is 

the 
legal 

basis 
underpinning 

the 
Public 

Debt 
to 

G
D
P
 

(net 
deposits) 

as 
s
h
o
w
n
 

in 
Table 

9. 

 
 

 
 
 
 
 
 
 
 

 
 

             
 

 
 
 
 
 

     

 
 
 
 
 
 
 
 
  
 

Align 
the 

paragr 
section 

15 

Fiscal 

P
e
r
f
o
r
m
a
n
c
e
 

in 
Relation 

to 

  aph 
with 

the 
provisions 

of the 
PF M 

Act 
2012      58  



 
 
 
 

P
O
L
I
C
Y
 

A
R
E
A
 

Financial 

Objectives 

          
 
 
 
 
 
 
 

Fiscal 

Responsibility 

Principles 

             

P
A
R
A
G
R
A
P
H
 

R
E
C
O
M
M
E
N
D
A
T
I
O
N
S
 

31-34 
E 33 

and 
34 

with 
the 

following: 
— 

31. 
T
h
e
 
M
e
d
i
u
m
-
T
e
r
m
 
Debt 

Strategy 
(MTDS) 

and 
other 

policy 

documents 
spells 

out 
the 

purposes 
of external 

and 
domestic 

financing 
and 

as 
such, 

© 
The 

Government 
maintained 

public 
debt 

at 
sustainable 

levels 

as 
approved 

by 
Parliament 

e 
The 

debt 
ratios 

r
e
m
a
i
n
e
d
 
within 

sustainable 
levels 

for 
the 

country 
rated 

as 
a 

strong 
pérformer 

in 
comparison, 

to 

internationally 
reco gnized 

thresholds 

© 
The 

public 
debt 

sustainability 
indicators 

illustrate 
that 

Kenya 

faces 
a 
high 

risk 
of 

debt 
distress. 

      

A
C
T
I
O
N
 
T
A
K
E
N
 

         

reported 
at the 

two 
levels 

of 
government 

separatel 

The 
paragraphs 

have 
been 

amended 

appropriately 

         
 
 
 
 

      

  nd 
paragraph 

31 
with 

a 
semicolon 

and 
replace 

paragraphs 
32, 

                                    

  

    

 
 
 

The 
net 

domestic 
financing 

target 
for 

FY 

2.02.0/21 
has 

been 
revised 

upwards 

necessitated 
by 

the 
revenue 

outcome 
for 

FY 

2019/20 
and 

the 
rising 

expenditure 
pressures. 

It ig 
projected 

to 
decline 

in 
FY 

2021/22. 

This 
is 

a 
good 

proposal 
that 

will 
be 

considered 
in 

the 
preparation 

of the 
2021 

B
R
O
P
 

The 
Fi 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

                                      
       

  

38 
(Table 

9) 
W
e
 

note 
Domestic 

borrowing. 
for 

the 
fiscal 

year 
2020/21 

has 

been 
revised 

to 
Ksh 

555 
billion 

and 
considering 

the 
market 

environment, 
the 

market 
may 

not 
be 

able 
to 

absorb 
this 

amount 

and 
we 

propose 
the 

number 
to 

be 
revised 

downwards. 

8 52 
The 

draft 
2020 

B
R
O
P
 

provides 
information 

on 
pending 

bills 
for 

counties 
but 

similar 
information 

on 
pending 

bills 
by 

M
D
A
s
 

is 

not 
included 

in 
the 

2020 
B
R
O
P
 

Annex 
Table 

2 
Government 

Operations: 
adopi 

the 
numbers 

on 
debt 

service 
as 

submitted 
earlier 

(es necially 
on 

domestic 
debt 

interest 

Indicate 
the 

percentage 
in 

the 
regulation 

, “The 
national 

governmentt’s 
expenditure 

on 
wages 

and 
benefits 

for 
public 

officers 
shall 

not 
exceed 

a percentage 
of the 

national 
government 

revenue 
as 

prescribed 
by 

the 
re ulations.” 

   

             

                     

scal 
F
r
a
m
e
w
o
r
k
 

has 
been 

revised 

  

         

The 
percentage 

in the 
regulation 

is 
35 

2 
percent 

and 
this 

is 
indicated 

in 
paragraph 

29. 

Page 
7 

       

> 

                         
 
 

 
 

This 
has 

been 
done 

39



 
 

A
C
T
I
O
N
 
T
A
K
E
N
 

                                              

        paragraphs 
are 

contradicting 
A
m
e
n
d
 

to 
read, 

“This 
notwithstanding, 

The 
National 

Treasury 
committed 

through 
the 

Summit 
to 

transfer 
,...” 

Include 
information 

on 
pending 

bills 
by 

M
D
A
 

as 
well] 

as 
the 

measures 
put 

in 
place 

to 
address 

the 
accumulation 

of pending 
and 

Fiscal] 
bills. 

Responsibility 
47-48 

Principles 
i 

Recent 
F
o
r
w
a
r
d
 

and 
E
c
o
n
o
m
i
c
 

Executive 
D
e
v
e
l
o
p
m
e
n
t
s
 

s
u
m
m
a
r
y
 

and 
Outlook 

A
m
e
n
d
e
d
 

according] 
h
i
s
 

has 
been 

effected 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

               

County 
G
o
v
e
r
n
m
e
n
t
s
’
 

Fiscal 
52 

        
 
 
 
 
 
 

This 
is 

a good 
Proposal 

that 
will 

be 
considered 

in 
the 

preparation 
of the 

202] 
B
R
O
P
 

O
w
n
 

source 
revenue 

was 
below 

target 
reflecting 

overestimation 
and 

Capacity 
gaps 

in 
tax 

analysis 
at 

the 
counties. 

The 
National 

Policy 
to 

Support 
E
n
h
a
n
c
e
m
e
n
t
 

of 
County 

G
o
v
e
r
n
m
e
n
t
s
’
 
O
w
n
-
S
o
u
r
c
e
 
R
e
v
e
n
u
e
 

and 
the 

C
o
u
n
t
y
 
G
o
v
e
r
n
m
e
n
t
s
 
(Revenue 

Raising 
Process) 

Bill 
2018 

will 
address 

challenges 
around 

O
S
R
 

collection 
and 

administration 
once 

they 
are 

fully 
0 perational. 

This 
has 

been 
done 

      

 
 

 
 

 
 

 
 
 
                               

Amend 
the 

third 
sentence 

to 
read, 

“To 
meet 

the 
resource 

requirements 
of the 

FY 
2021/22 

and 
‘the m

e
d
i
u
m
 

term 
budget,’ 

Edit 
the 

statement 
“However 

this path 
was 

interrupted 
by 

the 
outbreak 

and 
the 

rapid 
spread 

of C
O
V
I
D
-
1
 

9 
Pandemic” 

because 
the 

spread 
of 

C
O
V
I
D
-
 

This 
has 

been 
done 

                    

This 
st 

  a
t
e
m
e
n
t
 
has 

been 
revised 

     



 
 

 
 

 
 
 
 
 
 
 
 

  

 
 

 
 

 
 

 
 

P
A
R
A
G
R
A
P
H
 

R
E
C
O
M
M
E
N
D
A
T
I
O
N
S
 

A
C
T
I
O
N
 
T
A
K
E
N
 

76 
Insert 

new 
paragraph 

under 
76 

on 
the 

growth 
of the 

tourism 
| 

This 
has 

been 
captured 

in 
paragraph 

69 

sector 
to 

read 
as 

follows. 
“Tourism 

sector 
contracted 

by 
9.3% 

in 
| 
covering 

the 
A
c
c
o
m
m
o
d
a
t
i
o
n
 

and 
food 

Q
1
°
2
0
2
0
,
 
from 

a 
growth 

of 
11.0% 

in 
Q
1
’
2
0
1
9
,
 

as 
sectoral 

services 
sector 

conttibution 
fell 

to 
1.3% 

from 
the 

1.6% 
recorded 

in 
Q1°2019. 

The 
sector 

has 
been 

adversely 
affected 

by 
the 

spread 
of the 

C
O
V
I
D
-
1
9
 
which 

led 
to 

lockdowns 
and 

travel 
restrictions 

in 

most 
countries. 

International 
travels 

were 
either 

suspended 
or 

cancelled, 
most 

hotels 
closed 

while 
others 

scaled 
down. 

and 
this 

has 
resulted 

in 
a 

steep 
decline 

in 
the 

volume 
of tourists. 

Evidently, 
the 

number 
of 

international 
visitors 

declined 
to 

294,053 
in 

Q1°2020, 
from 

364,744 
recorded 

during 
the 

first 

uarter 
of 

2019. 
 
 

 
 
 
 
 
 
 
 

Insert 
a new 

paragraph 
108 

to 
be 

added 
to 

capture 
matters 

This 
is 

captured 
in 

s
u
m
m
a
r
y
 

as 
weather 

pertaining 
to 

disasters 
as 

follows: 
- 

related 
shocks 

in 
paragraph 

97 

“Risks 
emanating 

from 
disasters 

such 
as 

floods, 
droughts, 

mudslides 
and-landslides, 

seismic 
shocks, 

desert 
locust 

infestations 
among 

others 
continues 

to 
put 

fiscal 
burden 

on 
the 

Government 
expenditure 

envelope. 
Going 

forward, 
the 

government 
is 

in 
the 

process 
of 

establishing 
a 
Standing 

Disaster 

M
a
n
a
g
e
m
e
n
t
 
Fund 

whose 
objective 

will 
be 

to 
stabilize 

the 

Government’s 
capacity 

to 
respond 

effectively 
and 

efficiently 
to 

disasters 
with 

a focus 
on 

disaster 
preparedness, 

response 
and 

mitigation 
and 

recovery. 

Edit 
the 

paragraph 
to 

read 
“The 

Overall 
balance 

of 
payment 

The 
data 

has 
been 

updated 
to 

August 
2020. 

position 
improved 

to 
a 
surplus 

of US 
$ 

162.4 
million 

in 
the 

year 

to 
June 

2020 
from 

a deficit 
of 537.92” 

: 

Edit 
the 

paragraph 
to 

read 
‘Financial 

inflows 
declined 

to 
US$ 

The 
data 

has 
been 

updated 
to 

August 
2020. 

6049.8 
million 

in 
June 

2020 
compared 

to 
US$ 

6,634.8 
million 

in 

June 
2019 

(Table 
14). 

The 
financial 

inflows 
were 

mainly 
in 

the 

form 
of 

direct 
investments 

nortfolio 
investments 

and 
other 

               
 

  

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
 
 
 
 
 
 

 
 
 
 

61  



P
O
L
I
C
Y
 

A RE 

  

 
 
 
 
 
 

A 

 
 

 
 

P
A
R
A
G
R
A
P
H
 

R
E
C
O
M
M
E
N
D
A
T
I
O
N
S
 

st 
A
C
T
I
O
N
 
T
A
K
E
N
 

investments 
which 

stood 
at 

a 
deficit 

of 
U
S
$
 
202.6 

million, 
U
S
$
 

1,126.8 
million 

and 
deficit 

of US$ 
423 

million, 
respectively 

in 
June 

2020” 
Provide 

indicative 
timelines 

for 
the 

operationalization 
of the 

prospective 
credit 

guarantee 
scheme 

for 
the 

vulnerable 
M
S
M
E
 

      

 
 
 
 
 

   

87 

  
e 

The 
Cabinet 

on 
10th 

September, 
2020 

approved 
a 

capital 
fund 

for 
the 

M
S
M
E
 

Credit 
Guarantee 

Scheme 
of up 

to 
Ksh. 

10 
billion 

to 
be 

provided 
over 

the 
next 

two 
financial 

years, 
Parliament 

has 
also 

approved 
the 

amendments 
to 

the 
Public 

Finance 
M
a
n
a
g
e
m
e
n
t
 
Act 

of 
2020 

to 
anchor 

this 
S
c
h
e
m
e
 

in 
law. 

In 
addition, 

some 
participating 

Banks 
have 

committed 
to 

the 
scheme 

that 
they 

will 
start 

disbursing 
funds 

to 
M
S
M
E
s
 

in 
October 

2020. 

The 
data 

has 
been 

updated 
to 

August 
2020. 

 
 

            

           
 
 
 
 
 
 
 
 
 
 
 
 
 

           

 
 

89 
Edit 

the 
paragraph 

to 
read 

“The 
current 

account 
deficit 

worsened 
by 

1.2 
percent 

to 
US$ 

4,786.1 
million 

(5.0 
percent 

of 
GDP) 

in 
petcent 

of GDP) 
in the 

y
e
a
r
 to 

June 
2019 

mainly 
due 

to 
a decline 

in 
net 

secondary 
i
n
c
o
m
e
 

and 
net 

services 
(Table 

14). 
The 

balance 
in 

the 
merchandise 

account 
improved 

by 
US$ 

715 
million 

to 
a 

deficit 
of 

USS 
(9,449.7) 

million 
in 

the 
year 

to 
June 

2020 
on 

account 
of a decline 

in 
imports 

that 
more 

than 
offset 

the 
decline 

in 
exports” 

Include 
a 

table/chart 
comparing 

Kenya’s 
growth 

to 
pect 

e
c
o
n
o
m
i
e
s
 

akin 
to 

figure 
9 

and 
figure 

11. 
In 

addition, 
include 

a 
paragraph 

stating 
the 

unemployment/ 
employment 

effects 
caused 

by 
the 

pandemic 

 
 

 
 

                       

  
This 

is 
a 
good 

proposal 
that 

will 
be 

included 
in 

the 
2021 

B
R
O
P
 

   
 

        62  



                   

P
O
L
I
C
Y
 

R
E
C
O
M
M
E
N
D
A
T
I
O
N
S
 

A
C
T
I
O
N
 
T
A
K
E
N
 

A
R
E
A
 

         

The 
timelines 

will 
be 

a
n
n
o
u
n
c
e
d
 

as 
soon 

as 

the 
plan 

is 
finalized 

Provide 
indications 

of possible 
timing 

of rollout 
of the 

post- 

C
O
V
I
D
 
economic 

recovery 
strategy 

and 
indications 

when 
it is 

likely 
to 

be 
read 

Indicate 
sectors 

that 
the 

post- 

focus 
on 

: 
p
e
,
 

; 
; 

. 

Provide 
latest 

leading 
indicators 

to 
provide 

indications 
of what 

is 

happening 
the 

second 
half 

of the 
year 

E
c
o
n
o
m
i
c
 

R
e
c
o
v
e
r
y
 

Strategy 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                             

  
The 

sectors 
of 

focus 
will 

be 
announced 

once 

the 
plan 

is 
finalized 

The 
projection 

for 
2020 

and 
the 

m
e
d
i
u
m
 

term 
has 

incorporated 
the 

available 

indicators 

The 
m
a
c
r
o
e
c
o
n
o
m
i
c
 

forecasts 
are 

based 
on 

broad 
sectoral 

analysis. 
We 

regularly 
update 

our 
indicators 

to 
ensure 

moderate 
and 

realistic 
forecasts 

The 
latest 

available 
data 

for 
foreign 

exchange 
reserves 

is 
for 

June 
2.020 

Annex 
Table 

1 
has 

provided 
the 

imports 
of 

goods 
and 

services 
as 

a 
share 

of 
GDP. 

Going 

forward, 
we 

shall 
consider 

giving 
a 

breakdown 
of 

developments 
under 

the 

components 
of 

ordinary 
revenue. 

The 
Government 

had 
set 

a fiscal 

consolidation 
path 

aimed 
at reduced 

the 

fiscal 
deficit 

from 
8.0 

percent 
of 

G
D
P
 

in 
FY 

2019/20 
to 

3.0 
percent 

over 
the 

m
e
d
i
u
m
 

term. 
However, 

taking 
into 

account 
the 

impact 
of the 

weak 
business 

environment 

and 
rising 

expenditure 
pressures, 

the 
fiscal 

consolidation 
path 

has 
been 

revised 
as 

provided 
in 

this 
B
R
O
P
.
 

C
O
V
I
D
 
economic 

strategy 
will 

 
 
 
              

   

        

  
Moderate 

macroeconomic 
forecasts 

to 
be 

more 
realistic 

and 

prudent 
to 

avoid 
revenue 

shortfalls 
due 

to 
forecast 

variation 
from 

realized 
key 

m
a
c
r
o
e
c
o
n
o
m
i
c
 

indicators                                         

               

Consider 
the 

value 
of foreign 

exchange 
reserves 

as 
at 

August 

020 
instead 

of June 
2020. 

. 

Show/include 
additional 

indicators 
(e.g. 

imports, 
consumption) 

in 
the 

table 
with 

the 
main 

m
a
c
r
o
e
c
o
n
o
m
i
c
 
assumptions, 

and 

elaborating 
on 

anticipated 
developments 

in 
individual 

tax 

components 
as 

it would 
help 

inform 
the 

revenue 
projection               

A
n
n
e
x
 
Table 

1 

      
 
 
 
 
 
 
                            

 
 
 
   

Give 
new 

measures 
to 

ensure 
the 

path 
to 

fiscal 
consolidation 

is 

attained 
given 

that 
past 

budget 
outturns 

have 
pointed 

to 
fiscal 

indiscipline. 

Resource 

Allocation 

F
r
a
m
e
w
o
r
k
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R
E
C
O
M
M
E
N
D
A
T
I
O
N
S
 

A
C
T
I
O
N
 
T
A
K
E
N
 

    
 

 
 
 
 

A
m
e
n
d
 

to 
read, 

“Linkage 
of the 

P
r
o
g
r
a
m
m
e
 

with 
the 

objectives 
of the 

Post 
Covid-19 

ERS 
and 

Third 
M
e
d
i
u
m
 
Term 

Plan 
of 

Vision 
2030,” 

A
m
e
n
d
 
paragraph 

120 
to 

read.as, 
“The 

National 
Treasury 

and 
Planning 

has 
developed 

a Medium-Term 
Expenditure 

F
r
a
m
e
w
o
r
k
 
which 

puts 
into 

consideration 
the 

Government's 
priorities 

outlined 
in 

the 
Big 

Four 
Agenda. 

Expenditure 
is 

projected 
to 

decline 
by 

more 
than 

1 
percent 

of 
G
D
P
 

each 
year. 

H
o
w
 

can 
the 

budget 
address 

the 
“Big 

Four” 
agenda 

in 
this 

context? 
" 

I
 

This 
has 

been 
done, 

         

This 
has 

been 
done. 

                

         

            

  

1
1
6
-
1
1
7
 

(Annex 
Table 

2 
Annex 

Table 
3 
&
 

Table 
9 

Big 
Four 

Agenda 

The 
decline 

is 
due 

to 
elimination 

of 
n
o
n
-
c
o
r
e
 

expenses, 

                         

                  

 
 

  

Report 
on 

progress 
made 

so 
far 

in 
the 

implementation 
of the 

Big 
Four 

A
g
e
n
d
a
 

and 
the 

exact 
adjustments 

under 
C
O
V
I
D
-
1
9
 

period 
Delete 

the 
word 

‘for’ 
to 

read 
...section 

IV 
and 

V 
provide 

the 
proposed 

resource 
allocation 

A
d
d
 

loss 
of 

lives 
as 

one 
Provide 

specific 
measures 

that 
the 

Government 
j 

to 
cushion 

citizens 
against 

effects 
of 

Covid-19 
P 

A
d
d
 

the 
word 

‘that? 
after 

the 
words 

..tax 
incenti 

s
e
n
t
e
n
c
e
 

                         

                

       

 
 

G
e
n
e
r
a
l
 

Clarifications 
and 

Editorials 

 
 
 
 
 

S 
(introduction) 

The 
word 

‘for’ 
has 

been 
deleted 

                     This 
has 

been 
done. 

Specific 
measures 

are 
captured 

in paragraph 
8 This 

has 
been 

done. 

  

  

      This 
has 

been 
done. 

This 
has 

been 
done. 

                                 

The 
last 

sentence 
is 

not 
clea: 

This 
has 

been 
done. 

Since 
this 

is 
an 

unusual 
period, 

it would 
have 

been 
more 

informative 
if the 

design 
of 

the 
B
R
O
P
 

isolated 
(perhaps 

in 
form 

of 
a 

box) 
the 

C
O
V
I
D
-
1
9
 

highlights 
including 

budget 
specific 

interventions 
T
H
E
 
N
A
T
I
O
N
A
L
 
T
R
E
A
S
U
R
Y
 
A
N
D
 
P
L
A
N
N
I
N
G
 

. 
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