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Foreword

The 2023 Budget Review and Outlook Paper (BROP) is the first to be prepared by the Kenya
Kwanza Administration. Tlie 2023 BROP has been prepared at a time when the Government is

implementing priority programmes, policies and reforms under the Bottom-Up Economic

Transformation Agenda (BETA) that were outlined in the 2023 Bfiget Policy Statement aimed

at econornic turnaround and inclusive growth. The priority progmrtmes and policies under
BETA are detailed in the Fourth Medium-Tenn Plan for the period 2023-2021that anchors the

Kenya Vision 2030.

The Kenya Kwanza Administration took office at a time when the economy was facing three

rnajor constraints, atnong them, the supply constraints of major products due to conflictbetween
Russia and Ukraine that disrupted global trade leading to increased fuel, fertiliser and food
prices; the lingering effects of the COVID-19 pandemic; and a severe drought witnessed in the

region and mostparts of the country. The drought not only aggravatedthe inllationary pressures

but also subjected millions of homesteads to severe food insecurity, loss of lives and livelihoods.
As a result, activities in the agriculture sector contracted by 1 .6 percent in 2022. The impact of
climate change therefore, created urgency to refocus investments on mitigation, adaptation and

firm resilience.

In order to ease the burden to Kenyans, the Government embarked on immediate interventions

that included: rolling out fertiliser and seeds subsidies to farmers across the country to enhance

food production; and granting of duty waiver for importation of key food products such as white
maize,rice, yellow maize, soya beans, assorted protein concentrates, and feed additives in order

to bridge the food stocks deficit as well as lower and stabilize food prices. The Govemment

also rolled out the Financial Inclusion Fund, or the Hustlers Fund in November 2022 that
supports individuals and Micro, Small and Medium Enterprises (MSMEs) excluded at the

bottom of the pyramid and encourage savings.

Following the various Government interventions and improvement in weather conditions

during the March-May planting season, the economy registered a growth of 5.3 percent in
quarter 1 (Q1) of 2023. This was mainly due to a strong recovery in the agricultural activities
5.8 percent from a contraction of I.l percent in a similar quarter in 2022. The economy is
projected to further expand by 5.5 percent in2023 from the 4.8 percent registered in2022, and

maintain a strong momentum over the medium-term. This growth outlook will be supported by,

a broad-based private sector growth, including continued strong performance of the services

sector and recoveries in agriculture while the public sector consolidates. The growth outlook
will be reinforced by implementation of reforms under the priority sectors of the Bottom - Up
Economic Transformation Agenda.

BETA is an important strategy at present because most Kenyans overlime sunk into abject
poverty mostly because markets in their segments were interfered with or not properly
governed. This disrupted market development, protection and regulation but more importantly
curtailed further investments in those sectors. The outcome of this is an institutional failure
problem that pushed policies to fail. The interventions at the Bottom of the pyramid under this

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

should work for everybody. In order to achieve economic transformation, two driving factors
are important, that is, Human Capital Development and enhancement of savings. The

Government will ignite a sustained economic transformation, by raising capital accumulation.
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This is in addition to ongoing investments in education, health, nutrition and labour markets to
boost human capital development.

The implementation of the FY2022123 budget marked the transition from the previous Regime
to tlre current Administration. The first half of the FY 2022123 was marked by slow
implementation of prograrnmes and projects due to inadequate revenues. In part, revenue
perfomrance was affected by the general slowdown of economic activities occasioned by the
adverse impact of shocks that hit the country. Given the realities, the Government embarked on
reprioritization and cost-cutting neasures to ensure smooth implementation of priority
prograrnmes for the remaindel of the financial year. Consequently, the FY 2022123 closed on a
positive note with the deficit of Ksh 800.4 billion (5.6 percent of GDP) against atargetof Ksh
846.2 billion (5.8 percent of GDP) despite challenges in revenue collections and constraints in
raising resources from the domestic market due to tight liquidity conditions and short-term
instruments becoming saturated. Total revenue collection by the year to June2023 grew by 7.3
percent to amount to Ksh 2,360.5 billion (16.5 percent of GDP). This was a pelformance of
95.4 percent against the target. The positive growth in revenue was recorded in most of the tax
revenue categories, an indication of continued recovery in revenue collection. Additionally, the
Government purposefully reduced the fiscal deficit to 5.6 percent of GDP by June 2023, from
the 6.2 percent registered in FY 2021/22 under the previous Regime. This demonstrated the
Governrnent's strong commitment to manage the expenditures, create fiscal space and signal
fiscal consolidation and public debt sustainability.

The created fiscal space enabled the Government meet most of her obligations including debt
repayments and releasing firnds due to Government Ministries, Departments and Agencies
(MDAs) and other Semi-Autonomous Govemment. Additionally, for the first time in seven
years, the Govemment disbursed 100 percent of equitable share to the 47 County Governments
arnonnting to Ksh 399.6 billion by 30n' June,2023. This included Ksh 370.0 billion equitable
share and the arrears of Ksh 29.6 blllion inherited from previous Regime. Further, the
Government fully disbursed the entire allocation for National Government Constituency
Development Fund (NGCDF) amounting to Ksh 47.2 billion by 30ft June, 2023. This has
supported development activities at the Constituency level especially in support of education,
health and in some cases for infrastructure.

The implementation of FY 2023124 budget has started in earnest. During the budget
implementation, movements in interest rates and exchange rate have impacted on fiscal space.
In order to maintain the primary balance consistent with the fiscal consolidation path,
expenditures have to be maintained at the levels approved in printed estimates. In this respect,
additional spending pressures will be accommodated within the approved ceilings, that is
reallocation possibilities, except those of the security and education sectors. Ministries,
Departments and Agencies are expected to settle the carryovers from the FY 2022123 budget as
a first charge against the budgetary allocations for the FY 2023124 budget. The fiscal deficit
including grants for the FY 2023124 is therefore projected at 5.4percent of GDP and will decline
to 4.4 percent of GDP in the FY 2024/25 and further projected at3.6 percent of GDP in the FY
2026127.

As we prepare for the FY 2024125 budget, all the spending units are therefore, expected to lay
emphasis on the priority prograrnmes under the BETA by increasing investments in Agricultural
Transformation and Inclusive Growth; Micro, Small and Medium Enterprise (MS ME); Housing
and Settlement; Healthcare; and Digital Superhighway and Creative lndustry. The momentum
and large impact they will create will raise economic vibrancy and tax revenues. The budgeting

2024125, as stated in the 2023 Budset Policy Statement will strictlv be developedfor the FY

4
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through a value chain approach under five clusters, namely, Finance and Production Economy;
L:frastructure; Land and Natural Resource; Social Sectors; and Governance and Public
Administration. This will ensure adequate resources are directed towards the nine value chains,
namely, (i) Leather; (ii) Cotton; (iii) Duny; (iv) Edible Oils; (v) Tea; (vi) Rice; (vii) Blue
Economy; (viii) Natural Resources Including Minerals & Forestry); and (ix) Building Materials
that are under implementation in the FY 2AnD4 budget.

Given the limited resources, the Sector Working Groups (SWGs) and Government Ministries,
Departrnents and Agencies (MDAs) are therefore directed to critically review, evaluate and
prioritize a1l budget allocations to strictly achieve the BETA priorities. The hard sector ceilings
provided for the FY 2024125 budget and the Medium Term will form the basis of allocations.
This will ensure and economic performance that will form the basis of a turnaround and create
a momentum for the future.

NJUGT]NA S; NDUNG,U, CBS
CABI}IET SECRETARY

5

SEGBEI



I r

STGBTT
Acknowledgement
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for the FY 2022123, the macro-economic projections and set sector ceilings for the FY 2023124
and the Medium Term Budget. It also provides an overview of how the actual performance of
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objectives outlined in the PFM Act, 2012. The 2023 BROP will form the basis for the
developrnent of the 2024 Budget Policy Statement (BPS) that will detail the various
prograrnmes and initiatives that will be undertaken during the Fourth Medium Term Plan of
Vision 2030.

The FY 2022123 closed on a positive note with the deficit of Ksh 800.4 billion (5.6 percent of
GDP) against a target of Ksh 846.2 billion (5.8 percent of GDP) despite challenges in revenue
collections and difficulties in raising resources from the domestic market. Total revenue
collection by the year to Jwrc 2023 grew by 7.3 percent to amount to Ksh 2,360.5 billion (16.5
percent of GDP). The strong outcome in revenue collection in the FY 2022123 provides a strong
base for supporting the revenue and expenditure performance in the FY 2023124 and the
medium term budget. The Government will continue to pursue its growth friendly fiscal
consolidation plan that will signal debt sustainability and manageable fiscal gap.

As we embark on the preparation of the FY2024125 and the Medium-Term budget, I wish to
underscore that the 2023 BROP was prepared in a collaborative effort among various
Government Agencies. We thank all the MDAs as well as other spending units for the timely
provision of useful data and information on their FY 2022123 budget execution. We are also
grateful to the Macro Working Group, that reviewed this document to ensure it satisfies the
PFM Act, 2012 and set out the sector ceilings contained therein to guide the rest of the sectors
in the preparation of their FY 2024125 and Medium Term Budgets. This document incorporated
key inputs from various Directorates and Departments within the National Treasury and
Economic Planning. I wish to thank the core team from the Macro and Fiscal Affairs
Department that coordinated the finalization of this document.

Finally, allow me to thank all institutions that we consulted as well as the public for the useful
comments and inputs. I wish to reiterate the importance of public participation in the FY
2024125 and the Medium Term Budget preparation process by calling on all Sector Working
Groups to ensure engagement and openpublic and stakeholders' participation and incorporation
in the development of sector priorities.I also urge all MDAs to avoid dismal prioritization,
leading to less than optimal budgetary allocation which is often followed with requests for
additional funding, and distortion of the agreed Sector Budget Proposals.

DR. KIPTOO, CBS
PRINCIPAL SECRETARY/ THE NATIONAL TREASURY
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Leeal Basis for the Publication of the Budqet Revieiv and Outlook Paper

The Budget Review and Outlook Paper is prepared in accordance with Section 26 of the Public Finance
Management Act,20l2- The law states that:

l) The National Treasury shall prepare and submit to -Cabinet for approval, by the 30ft Septeurber in each
financial year, aBudget Review and Outlook Paper, which shall ilclude:

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

b. Updated macro-economic and financial forecasts wiflr sufficient infonnation to show changes
from the forecasts in the most recent Budget Policy Statement

c. lnformation on how actual frnancial performance for flre previous fr:rancial year may have
affected compliance with the fiscal responsibility principles or the financial objectives in the
latest Budget Policy Statement; and

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

2) Cabinet shall consider the Budget Review and Outlook Paper with a view to approving it, with or
without amendments, not later than fourteen days after its submission.

3) Not later than seven days after the BROP has been approved by Cabinet, flre National Treasury shall:

a. Submit the paper to the Budget Committee of the National Assembly to be laid before each
house of Parlia:nent; and

b. Publish and publicize the paper not later than fifteen days after laying the Paper before
Parliament.

Fiscal Responsibilitv Principles in the Public Finance Manasement Act

In line with the Constitution, the Public Finance Management (PFIO Ac\2012, sets out the fiscal
responsibility principles to ensue prudent and transparent management of public resources. Section 15 of
the Act states that:

l) Over the medium temr, a minimum of 30Yo of the national budget shall be allocated to development
expenditure

2) The national government's expenditure on wages and beuefits for public officers shall not exceed a
percentage of the national govemment revenue as prescribed by the regulations.

3) Over the msdirrm term, the national govemment's borrowings shall be used only for the purpose of
financing development expendifure and not for recurent expenditure

4) Public debt and obligations shall be maintained at a sustainable level as approved by Parliament (f{G)
and county assembly (CG)

5) Fiscal risks shall be managed prudently

6) A reasonable degree ofpredictability with respect to the level oftax rates and tax bases shall be
maintained, taking into account any tax refcinns that may be made in the future

9
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xecutive Summary

The 2023 Budget Review and Outlook Paper (BROP) has been prepared pursuant to PFM Act,
2012 and its Regulations. It provides an overview of the Government's financial performance
for the FY 2022123 including compliance with the fiscal responsibility principles and the
financial objectives spelt out in the PFM Act. It also presents macroeconomic projections and
the sector ceilings for the FY 2024125 and the rnedium-term budget as well as information on
variations from the projections outlined in the 2023 Budget Policy Statement.

The 2023 BROP has been prepared against a backdrop of continued global uncertainties,
reflecting high but easing inflationary pressures, weak global growth outlook, heightened
geopolitical tensions particularly the conJlict in Ukraine, concems about financial sector
stability in advanced economies, and increased food insecurity due to climate-related shocks.
Global growth is projected to slow down to 3.0 percent :-ri.2023 and2024 from 3.5 percent in
2022, reflecting the impact of the tightening of monetary policy and escalation of geopolitical
tensions particularly the ongoing war in Ulaaine.

On the domestic scene, Kenya's economic performance is projected to remain strong and
resilient over the medium term. The economy recorded a strong growth of 5.3 percent in the
first quarter reflecting a strong recovery in agriculture sector and buoyant services sector
including financial and insurance, iaformation and communication, wholesale and retail trade
and transport and storage. The economy is expected to remain strong and expand by 5.5 percent
in2023 (5.6 percent in FY 2023124) and 5.7 percent in2024 (5.9 percent in FY 2024125).

This growth will be supported by the strong recovery in agriculture and resilient services sector
that both will drive the industrial sector. The adequate rainfall during the long rain season in
most parts of the country and the anticipated short rains later in 2023 will continue to support
activities in the agriculture, electricity, and water supply sectors. The improved availability of
raw materials following the recovery in agriculture and a decline in global commodity prices
will support food processing in the manufacturing sector. Additionally, activities in the
construction sector will be boosted by the rollout of the affordable housing prograrnme. Services
sector will be supported by resilient activities in the financial and insurance, information and
communication, wholesale and retail trade and transport and storage. The easing of global
commodity prices and supply chain constraints coupled with robust private sector investment
are expected to support domestic demand.

The FY 2022123 closed on a positive note with the deficit of Ksh 800.4 billion (5.6 percent of
GDP) against a target of Ksh 846.2 billion (5.8 percent of GDP) despite challenges in revenue
collections and liquidity constraints in raising resources from the domestic market. Total
revenue collection by the year to Jwrc 2023 grew by 7.3 percent to amount to Ksh 2,360.5
billion (16.5 percent of GDP). This was a performanc e of 95.4 percent against the target. The
positive growth in revenue was recorded in most of the tax revenue categories, an indication of
continued recovery in revenue collection. Additionally, the Government purposefully reduced
the fiscal deficitto 5.6 percent of GDP by June 2023, from the 6.2percerfiregistered in FY
2021122. This demonstrated the Government's strong commitment to manage the expenditures,
create fiscal space and signal fiscal consolidation and public debt sustainability. The fiscal
performance was broadly in line with financial objectives and fiscal responsibility principles
outlined in the PFM Act, 2012 and the 2023 Budget Policy Statement.

The strong outcome in revenue collection in the FY 2022123 provides a strong base for
supporting the revenue and expenditure performance in the FY 2023124 andthe medium term
budget. Indeed, the implementation of FY 2023124 budget has started in eamest. During the
budget implementation, movements in interest rates and exchange rate have impacted on fiscal

$[OHET
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space. In order to maintain the primary balance consistent with the fiscal consolidation path,
expenditures must be maintained at the levels approved in printed estimates. In this respect,
additional spending pressures will be accommodated within the approved ceilings, that is
reallocation possibilities, except those of the security and education sectors. Ministries,
Departments and Agencies are expected to settle the carryovers from the FY 2022123 budget as

a first charge against the budgetary allocations for the FY 2023124 budget. The fiscal deficit
including grants for the FY 2023124 is therefore projected at 5.4 percent of GDP and will decline
to 4.4 percent of GDP in the FY 2024125 and projected at3.6 percent of GDP in the FY 2026127 .

This will be supported by enhanced revenue mobilization, reprioritization and rationalization
of expenditures but above all grow the tax base through an appropriate tax regime. This will
ultimately reduce public debt and create fiscal space over the medium tem to finance priority
capital projects.

Iir the FY 2024125 budget, all the spending units are expected to lay emphasis on the priority
progralnmes under the BETA by increasing investments in Agricultural Transfomation and
Inclusive Growth; Micro, Small and Medium Enterprise (MSME); Housing and Settlement;
Healthcare; and Digital Superhighway and Creative industry. The momentum and large impact
they will create will raise economic vibrancy. and tax revenues. The budgeting for the FY
2023124, as stated in the 2023 Budget Policy Statement will strictly be developed through a
value chain approach under five clusters, namely, .Finance and Production Economy;
L:frastructure; Land and Natural Resource; Social Sectors; and Governance and Public
Administration. This will ensure adequate resources are directed towards the nine value chains,
namely, (i) Leather; (ii) Cotton; (iii) Dairy; (iv) Edible Oils; (v) Tea; (vi) Rice; (vii) Blue
Economy; (viii)Natural Resources Including Minerals & Forestry); and (ix) Building Materials
that are under implementation in the FY 2023/24 budget.

Given the limited resources, the Sector Working Groups (SWGs) and Govemment Ministries,
Departments and Agencies (MDAs) are therefore directed to critically review, evaluate and
prioitize all budget allocations to strictly achieve the BETA priorities. The hard sector ceilings
provided for the FY 2024125 budget and the Medium Term will form the basis of allocations.

There are however risks, whose impact is being assessed. The most critical one is El nino rains
that may cause devastating consequences on various areas. As information becomes concrete
on possible costs, these risks will be accommodated first by budget reallocations and program
support from various donors.

SEGBET
1i



SEGBTI
I. INTRODUCTION

Objective of the 2023 Budget Review and Outlook Paper

1 . The 2023 BROP provides a review of the fiscal performance for the financial year 2022123
including adherence to the objectives and principles outlined in the 2023 Budget Policy
Statement (BPS) and the PFM Act, 2012.It also provides a basis for the revision of the current
budget and the financial policies underpinning the medium-term plan. The 2023 BROP will
form the basis of the development of the 2024BPS that will detail programmes and projects for
implementation over the medium term as outlined in the Fourth Medium Term Plan (MTP tV
2023-2027).

2. The FY 2022123 closed on a positive note with the deficit of Ksh 800.4 billion (5.6 percent
of GDP) against atarget of Ksh 846.2 billion (5.8 percent of GDP) despite challenges in revenue
collections and diffrculties in raising resources from the domestic market. Total revenue
collection by the year to June 2023 grew by 7.3 percent to amount to Ksh 2,360.5 billion (16.5
percent of GDP). This performance was below target by Ksh 118.1 billion on account of
shortfalls registered in all taxes.

3. As required by the PFM Ac! 2012, the arurual budget process aims to improve the
efficiency and effectiveness of revenue mobilisation and govemrment spending to ensure debt
sustainability and stimulate economic activity. [n this regard, this BROP provides sector
ceilings which will guide the budget preparation process for the FY 2024125 and the medirun
term. The sector ceilings are based on the overall resource envelope that is informed by the
medium-tern macro-fiscal projections as presented in Sections III and IV of this document.
Sector ceilings in this BROP are aligned to the priorities of the Government that enhance value
chain and linkage to Bottom-Up Economic Transformation Agenda and other priority
progralnmes outlined in MTP IV of the Vision 2030 and that support mitigation and adaptation
of climate change. There may also be risks that may arise and may not, at the moment, be flrlly
accounted for. This will become clear as information is consolidated.

4. The rest of the document is organized as follows: Section II provides a review of the fiscal
performance for the FY 2022123 and its implications on the financial objectives set out in the
2023 BPS; Section III highlights the recent economic developments and outlook; Section [V
presents the proposed resource allocation framework; and Sections V presents conclusion.

SEOHET
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il. REVIEW OF FISCAL PERFORMANCE FOR THE FY 2022123

A. FY 2022123 Fiscal Performance

Revenue Performance

5. Total revenue including extemal grants was Ksh 2,383.6 billion against a revised target of
Ksh2,520.3 billion recording a shortfall of Ksh 136.7 billion (Table 1). Revenue performance,
including Appropriation in Aid (A-i-A), was Ksh 2,360.5 billion in FY 2022/23 from Ksh
2199.8 billion in FY 2021122, a growth of 7 .3 percent. The growth in levenue collection was
recorded in all the broad tax categories. However, the perfonnance fell shorl of the targetlargely
attributed to the uncertain operating environment related to the general elections and the
negative impact of the geo-politics that led to global economic slowdown and supply chain
disruptions. Ordinary revenue collection was Ksh 2,041.1 billion against a target of Ksh 2,145.4
billion.

6. Tax revenue from the broad tax categories were below their respective targets in the period
under review. Excise duty recorded the highest shortfbll of Ksh 29.5 billion, followed by VAT
on domestic goods and services and other income tax of Ksh 24.5 billion and Ksh 24.4 blllion
respectively. The shortfall in excise duty is explained by the decline in oil volumes, motor
vehicle imports and deliveries of domestic excisable goods such as cosmetics, beer and spirits.
Domestic VAT collection was mainly affected by subdued growth in the construction, transport
and manufacturing sectors owing to the high cost of inputs and increasing inflationary pressures.
The decline in VAT imports is explained by non-oil imports where the volumes of containerized
cargo dropped by 8.4 percent mainly influenced by changes in buying pattems given the import
price pressures. On the other hand, the performance of other income tax is largely explained by
the underperformance of Corporate Income Tax (CIT). Performance of Pay as you Earn was
explained by delayed disbwsements to various Govemment entities which affected the
remittances from the public sector. The performance of ministerial A-i-A was Ksh 319.4 billion
against a target of Ksh 333.2 billion. The shortfall of Ksh 13.8 billion was on account of
shortfalls recorded in both recurrent and development A-i-A of Ksh 9.3 billion and Ksh 4.5
billion, respectively. Ministerial A-i-A recorded a growth of 13.3 percent in FY 2022123.

Table 1: Government Revenue and External G FY 2022t23 h Million

1/ includes rent on land/buildings, fines and forfditures, other taxes, loan interest receipts reimbursements aad other fund
conhibutions, fees, and miscellaneous revenue.
+Provisional

Source ofData: The National Treasury

2022/20232{J2l,/2o22
-{ctuaI

Actual* Ta4get

De!-lafon
tr(Sh.

o/o

Grorrrth

(a) Ordinar? ReY€nue
Itrrpora Duqf
Excise Duty
PAYE
Other IDcollle Tax
v-AT Local
\rAT Imports
LrvestneDt Reveuue
TrafEc Revoue
Taxes o[ IDtl- Trade & Trins.(fDF Fee)
Others I

(lr) Appropriatiou fn Aid r
o/w Rai'l*'av Develonment T ew

Total trlevenue (a-+b) 2,199,4O8

1,917,917-
11a2ao
151_O94
462.357
4 r4,s50
244-926
278.t7L
43.660

4,425
50,337
49,309

zA,.,897
i6 361

2,360,51O

2,O4,-"ll9
130-123
264,509
494-9o4
446.677
11) 1)Q

277-7LO
4r-301

-r.366
55.966
_s2.839

3I9r391
39 999

2,474,622

2,t45,399
142,676
293-973
s 1 1-104
41t,O37
.29'7.194
283.41S

35_496
4-278

54-796
5l -4"5

aaa )aa
i6 430

(r14,112)

(1O4,2aO)
(1".ss3)
(2e"46s)
(r6-r99)
(24,36s)
<24.46e)

(s,-7o"7)
5,806

a8
1.1 70
t,414

(r3,a32)
f 069

6-4
to-o
4.9.
7.O
7.8

1r.4
(o.2)
(s.4)
(1,s)
Lt.2

7-?
13-3
9'7

7-3

( c) ErtelIal Gralts

Total Revenue axl Exter[al Grants

3t,o31

2-230-a39

23,043

2-383-593
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7 . Extemal grants amounted to Ksh 23.1 billion against a revised target of Ksh 41.7 billion,
registering a shortfall of Ksh 18.3 billion. This is composed of programme grants of Ksh 7.0
billion, ploject grants revenue of Ksh 7.5 billion and Project grants (A-i-A) of Ksh 8.6 billion
(Table 4). Dwing the FY 2022123, the Govemment collected Ksh 41.7 billion of investment
income in the form of dividends, surplus funds, directors' fees and loan interest receipts against
a revised target of Ksh 37.0 billion

Expenditure Performance

8. Total expenditure and net lending in the FY 2022123 amounted to Ksh 3,221.0 billion
against a revised target of Ksh 3,366.6 billion, representing an under spending of Ksh 145.6
billion (4.4 percent deviation from the revised budget). The shortfall was attributed to low
spending on both recurrent and development expenditure items (Table 2). There was delayed
disbursement of project funds and a shorffall in dornestic borrowing resulting in unfunded
expenditures items. This led to a carryover of Ksh 77.5 billion during the period under review.
In FY 2022123, there was a fuIl transfer of equitable share to County Govemments while
conditional allocation was below target by Ksh 20.6 billion.

9. The National Government's recurrent expenditure was Ksh 2,31 1.5 bitlion (including Ksh
60.9 billion spending by the Judiciary and Parliament) against atarget of Ksh 2,367.7 billion,
representing an under-spending of Ksh 58.9 billion. The recurrent spending was below target
mainly due to lower flran targeted spending on operations and maintenance by Ksh 35.4 billion
and pension and other Consolidated Fund Services (CFS) by Ksh 24.3 billion. lnterest payment
for the period was Ksh 687.3 billion while spending on wages was Ksh 547.2 billion.

10. Development expenditure amounted to Ksh 493.7 billion against a revised target of Ksh
560.5 billion, translating to a shortfall of Ksh 66.9 billion. This was on account of lower than
programmed absorption on externally funded prograrnmes by Ksh 56.3 billion while spending
on domestically financed programmes was above target by Ksh 7.1 billion.

Table 2 and Net Lendin FY 2022t23

Wages and salaries; includes wages for teachers, civil servants and police
Source ofDato: The National Treasury
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Ministerial Expenditure

11. The total ministerial and other public agencies expenditure including A.I.A was Ksh
1,955.6 billion against a targel of Ksh 2,091.4 billion, an absorption rate of 93.5 percent.
Recurrent expenditure was Ksh 7,474.2 billion against a target of Ksh I,508.2 billion, while
development expenditure amounted to Ksh 48i.3 billion against atarget of Ksh 583.2 billion.
The percentage of recurrent and development expenditures to the target was 97 .7 percent and
82.5 percent respectively.

12. During the FY 2022123, recurrent expenditures by the State Department for Basic
Education, State Department for Higher Education and Research; Teachers Service
Commission; State Department for Vocational and Technical Training; State Department for
Public Health and Professional Standards; State Department for Post Training and Skills
Development; State Department fol implementation of Curriculum Reforms; and the Ministry
of Health (Social Sector) accounted for 41.4 percent of total recurrent expenditure. In addition,
the security sector accounted for 1 1.1 percent oftotal recurrent expenditure.

13. Analysis of development expenditure indicates that the State Department for Roads
accounted for the largest share of the total development expenditure (18.9 percent), followed
by the National Treasury (15.2 percent) and the State Department for Economic Planning (9.4
percent). Table 3 shows the recurrent and development expenditures by Ministries, State
Departments and other Government entities for the period under review.
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Table 3: Ministerial 30th June,2023 Millions, Period Endin
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Overall Balance and Financing

14. In iine with the performance in expenditure and revenues, the fiscal deficit (including
grants, on a cash basis), amounted to Ksh 800.4 billion (5.6 percent of GDP) against a target of
Ksh 846.2 billion (5.8 percent of GDP) (Table 4).

Table 4: B Outturn for the FY 2022123 Million

*Provisional

Source of Data: National Treasw

15. The fiscal deficit was financed through net external financing amounting to Ksh 3i0.8
billion (2.1 percent of GDP) and net domestic financing of Ksh 459.5 billion (3.2 percent of
GDP). Total disbursements (inflows) including A-i-A amounted to Ksh 548.2 billion against a
target of Ksh 597.2 billion. The disbursements inciuded Ksh74.2 billion project loans A-i-A,
Ksh 61.8 billion project loans revenue, and Ksh 266.9 billion progru-rr" loans. Extemai
repayments (outflows) of principal debt amounted to Ksh 237.4 billion including principal
repayments due to bilateral and multilateruT organtzations and commercial sources.
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B. Fiscal Performance for the FY 2022123 in relation to Financial Objectives

16. The fiscal perfonnance in the FY 2022123 is broadly in line with the financial objectives
outlined in the PFM Act, 2012 and the 2023 BPS.

i. The performance of the main tax heads in FY 2022123 was below the revised budget

targets resulting in a shortfall of Ksh 104.3 billion in ordinary revenue. Given this

revenue shortfall, the projections for FY 2023l24have an estimated revenue risk of Ksh
133.5 billion. The National Treasury and Kenya Revenue Authority (KRA) have put

administrative measures such as the full roll-out of eTIMS; integration with Telcos;

revamped cargo scaruring; effrcient management of tax reflrnds; and improved debt

managetnent to mitigate the revenue risk. In addition, tax measures in the Finance Act
2023 are expected to strengthen revenue performance. The revenue projections for the

FY 2023124 and over the medium term remain largely atthe2023 BPS level for ordinary
revenue. However, projections for the ministerial A-i-A have been revised upward to
reflect the outhrm of FY 2022123 and to include the Housing Levy that was introduced

through the Finance Act,2023;

ii. The overall resource envelope remains largely within the2023 BPS position. Therefore,
the overall baseline expenditure ceilings for spending agencies will lalgely be retained

at the same levels as per the2023 BPS. Any adjustments would be to reflect changes in
priority across sectors or MDAs and /or identified one-off expenditures. The increase in
expenditure from the 2023 BPS position is mainly to cater for carry-over expenditures

from FY 2022123 and interest payments. The increased interest payments are due to the

weakening of the Kenya Shilling and elevated interest rates in the domestic

environment; and

iii. The under-spending in recurrent and development budget for the FY 2022/23 can partly

be explained by below the target disbursements for extemally firnded projects and low
revenue collection. The Government will put in place appropriate measures to increase

revenue collection, improve absorption of resources from development partners and

explore altemative financing strategies early in the financial year to ensure the budget

is fully firnded.

C. Fiscal Responsibility Principles

17. In line with the Constitution, the PFM Act, 2}72,the PFM Regulations, and in keeping in
line with prudent and transparent management of public resources, the Govemment has largely
adhered to the fiscal responsibility principles as set out in the statute as follows:

i. The National Government's allocation to development expenditures over the medium
term has been set above 30 percent of ministerial Govemment expenditures. In FY
2022123, the allocation to development in the revised budget was 27.9 percent of the

total expenditures while the actual expenditures were 25.2 percent (Table 5). This
performance was below the set threshold on account of the rationaluation of
Govemment expenditures to reduce the fiscal deficit in line with the Government's

agenda as well as below target disbursements for externally funded projects. In FY
2023124, the allocation for development expenditure is 34.3 percent of ministerial

Government expenditure and is projected to remain above the 30 percent threshold over

the medium term.

$EGH[T
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ii. The National Government's share of wages and benefits to revenues was 27.7 percenll

in the FY 2022123 which is within the statutory requirement of 35.0 percent of the
National Government's equitable share of the revenue plus other revenues generated by
the National Government (Table 5).

Table 5: Fiscal Performance in Relation to Financial Ob

/lWages: For teaclrcrs and civil sen,ants tncludtng the police. Tlrc figure includes tlte funds allocated for the pension
contributory schente

Source of Data: National Tt'easury

iii. The fiscal responsibility principle spelled out in Section 15(2)(c) of the PFM Act, 2012
requires that over the medium term, the National Government's bomowing shall be used
only for financing development expenditure. During the FY 2022/23, the National
Government borrowed a total of Ksh 985.7 billion comprising project loans of Ksh
137.6 billion, programme loans of Ksh 266.9 billion, commercial borrowing of Ksh
102.2billion, use of IMF SDR allocation of Ksh 42.8 billion and domestic securities of
Ksh 437.5 billion. This borrowing was spent on loan funded projects of Ksh 136.2
billion, external redemptions of Ksh 237.4 billion and domestically funded development
expenditures of Ksh 384.4 billion (inclusive of 30 percent equitable share).

iv. The PFM Act,2012 requires that public debt and obligations remain at sustainable levels
and the Government is committed to adhering to this at all times. The debt sustainability
analysis shows that Kenya's public debt remains sustainable as a medium performer in
terms of debt carrying capacity. Analysis of debt sustainability is as follows:

(a) The external Debt Sustainability Analysis (DSA) demonstrates that the PV of the
external debt to GDP ratio is below the 40 percent sustainability threshold
throughout the projection period. However, the debt service to revenue ratio

1 The 27.7 percent is exclusive of Minisay of Defense and NIS
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breaches the threshold of l8 percent it2024,2025 and2)26. The high debt service

to revenue ratio in 2024 is due to the maturity of the international sovereign bond
(Table 6).

Table 6: Kenya's External Debt Sustainability

Source: IMF Country Report No. 23/266-July 2023

(b) The debt service to exports ratio remains above the 15 percent threshold due to
subdued growth in exports leading to debt vulnerabilities; the international
sovereign bond maturingin2}24; and the rollover of external commercial loans due

n 2025 (Table 6). The ongoing implementation of the Government's Bottom-up
Economic Transformation Agenda (BETA) will provide policies aimed at

improving economic growth including growth in Kenya's export sector thus

improved public debt sustainability ratios.

(c) The current upsurge in interest repayments on existing debt exacerbated by the

depreciation of the Kenya Shilling to the US Dollar has narrowed the fiscal space.

To reduce debt vulnerabilities, the Government has committed to a fiscal
consolidation plan and optimising the financing mix in favour of concessional
borrowing to finance capital investments. Additionally, a steady and strong inllow
of remittances and a favourable outlook for exports will play a major role in
supporting external debt sustainability.

(d) Overall, the Present Value (PV) of debt to GDP ratio is projected to remain above

the 55 percent threshold in the medium term but is to decline gradually towards the
threshold by 2027 (Table 7). The decline in debt levels is linked to the

Government's commitrnent to pursue a fiscal consolidation path by broadening the
tax revenue base and minimizing non-priority expendihues. The PV of the debt to
GDP indicator is projected to improve with the implementation of the fiscal reforms
under the extended fund/extended credit facility program.

Table 7: 's Public Debt S

Source: IMF Country Report No. 23/266-July 2023

Indicators Thresholds 2022 2023 2024 2025 2026 2027

PV of debt-to-GDP ratio 40 27.8 29.5 30.5 29.4 28.0 27.t

PV of debt-to-exports ratio 180 228.3 220.4 210.8 195.6 181.7 r70.3

PPG Debt service-to-exports ratio 15 21.2 22.0 3l.l 21.7 22.0 19.7

PPG Debt service-to-revenue ratio 18 14.8 16.6 24.9 18.2 19.2 17.6

Jun-22 Jun-23 Jan-Z4 Jun-25 Jun-26 Jun-27fndicators Benchmark

Projections

PV of debt-to-GDP ratio 55 63.1 64.4 6t.9 60.2 58.3 56.6

PV of public debt-to-
revenue and grants ratio

355.2 357.8 338.1 331.7 325.8 313.3

Debt service-to-revenue and
grants ratio

54.s 55. l 6s.9 56.7 s6.9 52.8
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v. On the principle of maintaining a reasonable degree of predictability with respect to the

level of tax rates and tax bases, Kenya's tax rates have remained stable and predictable.
To bolster the predictability of the tax system, the Govemment's National Tax Policy
wiil enhance administrative efficiency of the tax system, provide consistency and
certainty in tax legislation and management of tax expenditure. The Government is also
in the process of finalizing the Medium Term Revenue Strategy, which will provide a
comprehensive framework for guiding tax reforms in the medium term. Further, there
is continuous effort to reform, modernize and simplify tax laws and processes to enhance
compliance and expand the tax base. The Kenya Revenue Authority will continue to
employ the use of technology to curb revenue leakages including the use of scanners,
enhancements of iTax such as integration with Telcos, use of eTIMS, and Integrated
Customs Management System (iCMS); improve efficiency in the management of tax
refunds; improve taxpayer audits and implement specific measures to boost voluntary
compliance.

18. The National Govemment fiscal projections for the 2023 BROP (Table 8) are largely
consistent with the 2023 BPS estimates and shall inform the projections for the FY 2024125
budget estimates and the medium temr. The Government will not deviate from the fiscal
responsibility principles but will make appropriate modifications to the financial objectives in
the 2024 BPS to reflect changing circumstances.
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D. County Governments' Fiscal Performance

Sources of County Governmentst Revenue

19. Article 202 (l) of the Constitutionprovides for the equitable sharing of revenue raised
nationally among the National and County Governments. In addition, Article 202 (2) provides
for additional allocations to the County Governments from the National Government's share of
revenue either conditionally or unconditionally. Article 209 (3) and (a) of the Constitution gives
the County Governments the power to raise their own source revenue from property rates and
entertainment taxes, as well as impose charges for services they provide. County Governments
may also borrow in line with Article 212 (a) of the Constitution with guarantee from the
National Government. However, since the advent of devolution, no County Govemment has

leveraged on this windowto borrow. Section 138 and 139 of the PFM, Act2072 allows County
Governments to also receive grants from development partners to finance development of
projects or delivery of services. Table 9 summarizes total budgeted revenue from the various
sources and actual disbursements for the 47 County Govemments for the FY 2022123.

Table 9: C Government Sources of FY 2022123 in Billion

Source of Data: National Treasury and Controller of Budget
*The Ksh 399.6 billion tncludes Ksh 370 billion Equitable Sharefor Fy 2022/23 and Ksh 29.6 billion balances
not disbursed in FY 2021/22.

20. The main source of revenue for the County Govemments in the FY 2022123 was the
Equitable Share representing 80.7 percent of total revenue Additional allocations to the County
Governments from the National Government's share of revenue as well as from proceeds of
loans and grants accormted for 4.9 percent of the total county revenue while the budgeted own
source revenue was 14.4 percent of the total County Governments budgeted revenue (Table 9).

Transfers to County Governments

21. The total transfers to counties for FY 2022123 consisted of equitable share, conditional
grants from the National Govemments' share of revenue and loans and grants from
development partners.

22. During the FY 2022123 a total of Ksh 399.6 billion was disbursed to the county
governments comprising of Ksh 370 billion allocated to the County Govemments as equitable
share in the County Allocation of Revenue Act (CARA),2022 and Ksh 29.6 billion FY 2021122

equitable share balances brought forward . By 23'd June 2023, all the County Govemments had
received their allocation for equitable share for the FY 2022123. This reaffrms continued
commitment by the National Govemment to support devolution and ensure efficient delivery
of services to the citizens.

23. Additional allocations to the County Govenrments consist of allocations from the national
govemments share of revenue and proceeds of loans and grarrts from development partners. In
FY 2022123, a total of Ksh 16.2 billion was disbursed to the County Governments as additional
conditional allocations from development partners and and Ksh 3.0 billion paid out for leasing

Budgeted County
Government

Revenue

Actual
Disbursement

Budgeted 7o of
Total Revenue

Revenue Source

Equitable Share 370.0 399.6* 80.7%

Additional Allocation of which: 22.6 t6.3 4.9%
Gok 5.4 0.1

Donor 77.2 16.2

66.1 47.r 14.404OSR
Total 458.7 463.0 1000h
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of rnedical equipment and construction of county headquarters from the National Govemment's
share of revenue raised nationally.

Coutty Governments Own Source Revenue

24. The County Governments Budget Intplementation Review Report for the FY 2022123
prepared by the Controller of budget provides the Own Source Revenue (OSR) for the County
Governments sotne inclusive of Appropriation in Aid (AiA) while others are exclusive. Table
10 and Annex 7 captures the County Governments OSR inclusive of AiA and other revenues.

Table 10: OSR Collection for the FY 2022123
CouoQr FA 2022/23
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\Iornbasa 3.99S-62S-S48 3-998_623-84S
\ft:raoda 53+^4r6-925 121750.039 65&166=964
ilv-airobi Ciry 70237263.7sO 241-55"._i46 10,-r7&s16J26
Nakuru 1,611.06".6S2 l_519361-O41 3.t3o_423-723
rr*aadi ?oo-7326?s 2&)-737-62S
Narok 3-061_OO7-6-tO 3-06t-(}07-640
Nya:nira 113-.rs+-901 r71.113.-trg 2S-t 598,62r
Nvadznra 5O59r3,306 505.913.306
Nyeri 610,656.583 {61530-O@ 1.O80.186.883
Saobr:ru 2765r6.961 429.707.6S+ 656224-615
Sial'a 4@229_&7 105-S120ss 508-&11-662
Tait-.Taweta 265 r5{255 161,11823s
Ta:oa Rivcr 59-t73-171 59-173-171
Thar:lra Nifhi 16+200.7S7 r)2,536,A63

"s6-737-65t}Traa< frr-zoia 267-760-05t 209j2(}.51s 574-8y2r612 1.052_173.18r
Tr:rli:ana 177.717.511 t77-7t7-s1t
Uasin Gislnr 936.606.563 45-{40-000 9S2-046-563
!'ihi-qa 10s-3.r73s2 133,OOaSO7
\t aiir 46.746.1O1 .16.746-lO1
\Vest Pokot 128.1952tO 12S-19521(}

Source of Data: Con:troller of Budget
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Performance in OSR Against Target

25. During the FY 2022123, the County Governments were able to raise a total of Ksh 47.1

billion from Own Source Revenue (OSR) against an annual target of Ksh 66.1 billion as shown
in (Figure 1). This replesents 71.3 percent of the annual OSR target in FY 2022123.

Figure 1: Actual Revenue Collected by the County Governments as a Percentage of
Annual Revenue T for FY 2022123

Source of Data: Controller of Budget

26. Analysis of OSR perfonnance in the FY 2022/23 indicates that forty frvo (42) County
Govemments were able to collect more than fifty percent of their annual OSR target. The top
performing counties as far as OSR collected as a percentage of target is concerned were Kisii
(150.3 %o), Garissa (142.5%), Nyeri (135.0%) and Lamu (119.8) while the least performing
counties were Murang'a (43.9%), Mandera (42.2%), and Nyamira (36.4%o). However
comparing the OSR performance over the years in absolute terms with the performance over
the target indicates that some counties are quite conservative in setting their revenue targets.

27. The National Treasury notes that a number of County Governments reported revenue
collection way below their target. This could be attributed to a number of factors such as lack
of proper revenue administration strucfures, revenue leakages, lack of internal controls or
ru:realistic revenue targets.

28. In the medium term , the National Treasury in collaboration with stakeholders is
undertaking a number of reforms to assist counties enhance revenue collection. Some of the
measures include; proposal for an establishment of a Multi-Agency Taskforce on Tax Analysis
and Revenue Forecasting with an aim of developing a tool for OSR Analysis and Forecasting
among County Governments; review of existing legislations on OSR and automation of revenue
collection and management. In addition, the National Treasury is plaruring to build the capacity
of County Governments to generate statistics that conform to the Govemment Finance Statistics
2014 Manual beginning in FY 2023124. This will strengthen the County Government's fiscal
policy making including realistic revenue forecasting.

29. The County Governments have not firlly automated revenue collection. To further improve
on revenue management, the National Treasury with the other stakeholders established a
taskforce to develop guidelines for acquisition and implementation of an Integrated County
Revenue Management System (ICRMS) for use by all County Governments.

30. To address the inadequacy of the existing legal framework to guide the imposition of
property rates, the National Policy to Support Enhancement of the County Govenrments Own
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Source Revenue proposed enactment of the National Rating Legislation. The National Rating
8111,2022 was developed and is currently through the second reading in the National Assembly.
The Bill provides for among others, standards in the way rating and valuation is conducted in
the country; how to deal with properties cross-cutting in more than one County Government;
procedure for claiming and payment of Contribution in Lieu of Rates (CILOR); and timely
updating of valuation rolls by the County Governments. More importantly, the Bill will repeal
the outdated Valuation for Rating Act, Cap 266 andRating Act, Cap 267 md,align the propi.ty
rating legal regime with the devolved system of governance.

31. However, the foregoing revenue raising measures must be aligned with Articl e 209 (5)
which requires that taxation and other revenue raising powers be exercised in a way that does
not prejudice national economic policies, economic activities across county boundaries or-the
national mobility of goods, services, capital or labour. In this regard, the National Treasury with
other stakeholders developed County Govemments (Revenue Raising Plocess) BLll,2023 which
was approved by Cabinet together with the OSR Policy., This Bill provides for a process by
which the County Govemments introduce revenue raising measures in conformity with Aticle
209 (5) of the Constitution.. The Bill was first submitted to Parliament for enactment in 2018
but lapsed before the 12ft Parliament could enact it into law. However, it has now been
resubmitted to the 13ft Parliament for enactment.

Mineral Royalty Revenues

32. Mining Act, 2076 assigns 70 percent of mineral royalties collected from Mining
companies to the National Government; 20 percent to County Governments; and, 10 percent to
cornmunities. Since 2016, County Governments and communities have not received their share
of these royalties. To address this matter, Ksh 2.9 bitlion has been included in the County
Govemments Additional Aliocations Bill, 2023 for sharing among 32 County Governments. In
addition, disbursement of the 10 percent to the commrurities is awaiting the finalization of the
draft Mining (Mineral Royalty Sharing) Regulations,2123.

County Governments Expenditure

Legal Framework

33. Section 130 (1) (b) (v) of the PFM Act, 2012 requires the County Executive Committee
Member for Finance to submit to the County Assembly budget estimates that include all
expenditure by vote and by program clearly identifuing both recurrent and development
expenditure. Further, the PFM Act provides for fiscal rules which are provided as fiscal
responsibility principles to be observed by County Governments in management of public
finances. Specifically, PFM Act,2012 and the PFM (County Government) Regulations, ZOt5
require county govemments to enforce the following fiscal responsibility principles, among
others:

i. The County Governments' recurrent expenditure shall not exceed the County
Government total revenue;

ii. In the Medium Term, a minimum of 30 percent of the County Governments budget shall
be ailocated to the development expenditure; and

iii. The County Govemment expenditure on wages shall not exceed 35 percent of County
Governments total revenue as prescribed by the County Executive Committee Member
for Finance.
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Overall Performance of Expenditures

34. The total budget for the county govemments in the FY 2022/23 was Ksh 515.2 billion
comprising Ksh 160.5 billion for development (31 percent) and Ksh 354.6 billion for recurrent
expenditure (69 percent).

35. The total actual expenditure by the County Governments in the FY 2022123 was Ksh 428.9
billion of which actual expenditure on development was Ksh 98.0 billion while on recurrent
was Ksh 330.9 billion On the other hand, the expenditure on wages was Ksh 195.1 billion. The
expenditures were against actual revenue amounting to Ksh 475.4.0 billion (Table 11).

Table 11: County Governments Total Actual Expenditure for FY 2022123

Source of Data: Confi'oller of Budget
*The total revenue includes equitable shqre, additional allocations, cash balances carried forward and OSR
inclusive of AiA and other revenues.

Absorption rates of the Recurrent Expenditure

36. The absorption rate measures the performance of actual expenditure against the approved
budget. During the period, analysis of recurrent absorption rate shows that only eight Counties
had an absorption rate lower than9}o/o. Mombasa County Govemment absorbed more than its
budgeted recurrent amount (Figure 2).

2zA Rate of the Recurrent for tr'Y 2022123

Source: Controller of Budget

Absorption rates of the Development Expendifure

37. The Courty Governments spent Ksh 98.0 billion on development activities, representing
an absorption rate of 61.0 per cent of the annual development budget of Ksh 160.5 billion. The
absorption rates of development budget per county government are indicated in Figure 3.

Item Ksh'Billion' 7o of Expenditure to Total Revenue
Total actual Revenue 415.4* 100.0

Total actual Expenditure 428.9 90.2

Recurrent expenditure 330.9 69.6

Wages 195.1 4r.0
Operations & Maintenance 135.8 28.6

Development Expenditure 98.0 20.6
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38. Aaalysis of development expenditure as a proportion of the development budget for FY
2022123 shows that there was no county goverlment that attained an absorption rate above 90
per cent. The County Govemments of Nairobi City, Machakos, Busia, Nakuru, Kiambu and
Kisii reported below 50 per cent absorption rate on development budget while West Pokot,
Mandera and Samburu performed well as shown in Figure 3 above.

E. County Governments' Compliance with Fiscal Responsibility Principles

Recurrent Expenditure as a Percentage of Total Revenue

39. The PFM Act,2012 requires thata County Govemment's recurrsnt expenditure shall not
exceed the County Govemment's total revenue. In the FY 2022123, the total recurrent
expenditure for the County Governments was Ksh 330.9 billion, while the total revenue
available for the County Governments was Ksh 475.4 billion, representing 69.6 percent of the
total revenue (Figure 4). In this regard, the total recurrent expenditure was within the PFM
threshold as at the end of the FY 2022123

Figure 4: Actual Recurrent Expenditure as a Percentage of the Total Revenue for the
FY 2022123
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Development Budget as a Percentage of the Total Budget

40. The Development Budget of County Governments' approved by the County Assemblies
for FY 2022123 amounted to Ksh 160.5 billion(3l.2 percent) against total budget of Ksh 515.2

billion. However, the approved budget of 14 counties, namely Kajiado, Vihiga, Kisii, Kitui,
Kisumu, Mombasa, Bomet, Meru, Nandi, Wajir', Kiambq Laikipia, Nairobi and Tharaka Nithi
did not conform with the PFM Act as shown in Figure 5.

5: asaP of the Total for the BY 2022123

Source of data: Controller of Budget

41. The total actual development expenditure in the FY 2022/23 amounted to Ksh 98.0 billion
against a total expenditure of Ksh 428.8 billion representing 22.8 percent of the total budget.
The Public Finance Management Act, 2012 Section 107(b) requires that over the medium term,
a minimum of 30 percent of each County Govemment's budget shall be allocated to
development expenditure. Even though a number of County Governments meet this
requirement as far as the approved budget is concemed, in terms of acfual expenditure, only
seven County Governments meet this requirement. These corurties are Marsabit (35.4%),
Mandera (31.2%), West Pokot (31.0%), Uasin Gishu (30.8%), Samburu (30.4%), Baringo
(30.0%) and Kericho (30%). On other hand, Busia (16.8%), Machakos (16.8%), Nairobi City
(13.9%), Kiambu (10.2%) and Kisii (5.7) spent the lowest budgets on development in the
reporting period (Figure 6).

Figure 6: Actual Development Expenditures as a Percentage of Actual Total Expenditure
for FY 2022123
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Expenditure on Wage Bill

42. The total expenditure on wages reported by County Govemments amounted to Ksh 195.1
billion in the FY 202212023. During the same period, the total revenue available to the County
Govemments was Ksh 475.4 billion. The Public Finance Management (County Government)
Regulations, 20i5 requires that expenditure on wages and benefits for public officers shall not
exceed 35 percent of the total revenues. This means that on average County Governments spent
47.7 percent of their total revenue on wages which is higher than the threshold of 35 percent
provided by the PFM Act, 2012. Within this period, only eight Counties (Migori, Nakuru,
Samburu, Kilifi, Mandera, Kwale, Turkana and Tana River) were able to maintain their
allocation to wages and salaries below the 35 percent tlueshold. It is worth noting that a lower
expenditure on the wage bill does not necessarily lnean that the county government has
committed the expenditure to development. Only Kwale, Mandera and Kilifi ofthe five counties
had a development expenditure of over 30 percent (Figure 7).

Figure 7: Actual Expenditures on Wages and Salaries as a Percentage of Total Revenue
for the FY 2022123

Source of Data: Controller of Budget

Pending Bills of County Governments

43. As at 30ft June, 2023, County Governments reported pending bills of Ksh 164.76 billion
as stated by the Controller of Budget. The County Executive reported atotal of Ksh 1 63. 1 billion
while the County Assemblies reported atotal of Ksh 1.7 billion as their pending bills as shown
in Table 12.

Table L2: Pending Bills of the County Governments, as at 30th June,20}3
Development (Ituh)

(A)
Recurrent (IGh)

(B)
Total (IGh)
(f:A+B)

County Executive 31,904,907,994 L31,201,407,I93 163,106,309,097

County Assembly 639,429,699 7,078,933,772 1,658,363,471

Total 32,544,337,593 132,220,334,965 164,764,672,559

Source of Data: Controller of Budget

44. There is need for a comprehensive study to determine the causes of pending bitis by the
County Governments given that at the end of the financial year all counties received 100% of
their equitable share and most of their conditional grants.
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45. Based on the County Governments' fiscal performance in the FY 2022123 outlined in the
section above, County Governments are expected to put measures in place to address the several
chailenges noted. This include measures to address optimization of Own Source Revenue
collection; adherence to fiscal responsibility principles; and clearance of pending bills and
follow due procurement processes to ensure issues on ineligible pending bills do not arise.

Equalisation Fund

46. During the year under review, the Equalisation Fund loaded Ksh 3,009, 998,064.6 into the
IFMIS system to facilitate utilisation of unspent balances by implementing Ministry
Departmental Agencies (MDAs) to fast-track payment of pending bills and completion of First
Marginalization Policy projects in the 14 beneficiary counties as appropriated in the
Equalisation Fund Appropriation Act, 2018 which does not lapse. Ksh 10.4 billion being
allocation for FY 2021122 and FY 2022123 was appropriated through the Equalisation Fund
Appropriation Bill 2023 which was approved and enacted on 30ft June,2023. The Equalisation
Fund Appropriation Act, 2023 will be utilized for implementation of projects for Second
Marginalisation Policy which have commenced in the 34 beneficiary counties.

County Governments Public Finance Management Challenges

47. A Multi-Agency Taskforce established :-:ir2022123 identified challenges faced by County
Govemments in the management of public finance. These challenges include weak linkage
between planning and budget formulation, inability of county govemments to adhere to the
Public Procurement Act resulting in high outstanding pending bills, low development budget
absorption, under-performance in own-source revenue, failure to use the prescribed financial
systems (such as IFMIS,IPPD among others), non.adherence to fiscal responsibility principles,
pilferage of public resources due to manual systems, inadequate understanding of the Office of
the Controller of Budget's role in approval of county requisitions, high wage bill, weaknesses
in human resource management, weak oversight by County Assembly and a weakened intemal
audit function among others. Some of the solutions to address these challenges include; capacity
building of county governments on planning, budgeting and revenue forecasting; adherence to
the disbursement schedule on equitable share transfers by the National Government and
acitahzation of the Integrated County Revenue Management System (ICRMS).
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III. MACROECONOMIC DEVELOPMENTS AND OUTLOOK

A. World Economic Outlook

48. World economic growth slowed to 3.5 percent in 2022 from a growth of 6.3 percent in
2021 as high global inflation, energy and value chain disruptions, and impact ofmonetary policy
tightening in most world economies weighed on econornic activity (Table 13). The growth is
projected to slow down firther to 3.0 percent in2023 and 2024 due to the impact of ongoing
monetary policy tightening to address inflationary pressures. Global inflationary pressures have
responded to policy tightening but inflation exceeds cenhal bank targets in most countries.
Recent actions by authorities to contain banking sector challenges in the United States and
Swiss Banking have reduced the immediate risk of financial sector instability. However,
intensification of the conflict in llkraine, volatility in the global oil prices and extreme weather
related shocks could weigh on the global economic outlook.

Table 13: Global Economic Performance

Growth {%)
Actual Projected

Economy 2421 2022 202 2024
World

Advanced Economies
Of which: USA

Euro Area
Emerging and Developing Economies

Of which: China
lndia

Sub.Saharan Africa
Of which: South Africa

Nigeria
Kenya*

6.3
5.4
5.9
5.3
6.8
8.4
9.1
4.7
4.7
3.6
7.6

3.5
2.7
2.1
3.5
4.0
3.0
7.2
3.9
1.9
3.3
4.8

3.0
1.5
1.8
0.9
4.0
5.2
6.1
3.5
0.3
3.2
5.5

3.0
1.4
1.0
1.5
4.1
4.5
6.3
4.1
1.7
3.0
5.6

Source: IMF World Economic Outlook, July 2023. *National Treasury Projection

49. Advanced economies are projected to record a slower growth of 1.5 percent in2023 arrd
1.4 percent in2024 from2.7 percent in2022. About 93 percent of the countries in the advanced
economies are projected to have a lower growth in 2023 and 2024. This slowdown is largely
driven by aggressive monetary policy tightening in advanced economies that have increased
concerns about escalating financial markets uncertainty, particularly persistent high interest
rates and vulnerability of the banking sector.

50. Growth in the emerging market and developing economies, is projected to be broadly
stable at 4.0 percent n2023 and 4. 1 percent n2024, although with notable shifts across regions.
The sluggish global growth, high inflation rates and the challenging global and domestic
financial conditions continue to weigh on tlie growth for sub-Saharan Africa region. The region
economic growth is projected to slow down to 3.5 percent in 2023 from 3.9 percent in 2022,
before picking up to 4.1 percent :,r;,2024.

B. Kenya's Economic Performance and Outlook

51. ln the 10 years pre-COVID-l9 pandemic, the economic growth averaged 5.0 percent
whereas in the two years post COVID-19 pandemic the growth momentum picked up to average
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6.2percent The Kenyan economy 1n2022 demonstrated resilience in the face of severe multiple
shocks that included the adverse impact of climate change, lingering effects of COVID-l9,
global supply chain disruption and the impact of Russia-lIkraine conflict. As such, the

economic growth slowed down to 4.8 percent n2022 from7.6 percent n2021.

52. h 2020, the economy received adequate rainfall that resulted in increased production in
the agriculture sector growing by 4.6 percent. However, the country subsequently, experienced
a severe climate related shock in the form of a severe drought that was also experienced in the

Horn of Africa and the East African regions. The drought not only aggravated the inflationary
pressrires but also subjected millions of people to severe food insecurity, loss of lives,
livelihoods and led to loss of livestock. This resulted in the contraction of the agriculture sector
by 0.4 percent 2021 ard 1.6 percent in2022.

53. The performance of the industry sector slowed down to 3.5 percent tn2022 compared to
a growth of 6.8 percent in 2021 on account of a slowdown in activities in the manufacturing,
electricity and water supply and construction sub-sectors. In the year, services sector remained
strong growing at 6.7 percent, with improved performance in information and communication,
financial and insurance and professional, administrative and support services sub-sectors. There
were also substantial growths in accommodation and food services, and transport and storage
sub-sectors.

54. In the first quarter of 2023,real GDP growth was at 5.3 percent mainly due to a 5.8 percent
recovery in the agricultural activities that reflected improved rainfall conditions and the impact
of fertilizer and seed subsidies provided to the fanners by the Government (Table 14). The
recovery in agriculture was reflected in enhanced production, especially of food crops that led
to significant increase in export of vegetables and fruits.

Table 14: Sectoral GDP Performance

Source of Data: Kenya National Bureau of Statistics

55. Manufacturing sub-sector expanded by 2.0 percent in the first quarter of 2023 mainly
supported by the manufactue of food products that included bakery products and processing
and preservation of fish. tn the non-food manufacturing the growth performance was supported
by substantial growth in the manufacture of basic metals and fabricated metal products.
Electricity and Water Supply sub-sector expanded by 2.3 percent supported by increased

Sectors 2o2a 2o22 2022 Ql 2t,.23 Qt
L - Prirnarlr rndusfrlir

1-L- A-criculture, Forestr;r anal fishinq
1-2 Nlinin€f anrd Quarryi-g

2- SecondarJr Sector (I-dusfrlf)
o - 1- Nfa-o.rrfactrrrinpr
z-2- Electricitjr and'Water srrppl5r
2-.3- Co:astructiou

3- Tertiar5r sector (Services)
3- 1- \I/holesale and R-etail trade
3-2- Accornodation atd Rerstaurant
3-3- Trans1>ort and Storage
3-.1- Iuforrnation and Co nrrrrrnicatiort
3--5- Finaacial ard lrtsrrra.oce
3 -6- Fublic Administration
3-7- Otllers

ofsrb-ich: Professional. Admirr &
Support Senrices

R-eal Estate
Edrrcation
Health

Ta-.<es less subsidies
t(eal GDP

o-5
(o-4)
1A_O
6-a
7_3
5-6
6-'7
9-6
a-o
52-6
7-4
6-I
I 1-5
6-O
10-a

7-t
6-7

22-A
a-9
1r -9
7-6

(1-o)
( 1-6)
9-3
3-5
)-7
4-9
4-1
6-7
3-a

26.2
5_6
9-9
l2-a
4-5
5-2
9-4
4_5
4-8
4_5
7-O
4-8

(o-4)
<r.7)
23.8
4-4
3-8
3_2
6_O
a-5
4-9

40_1
7_7
9-O
'17-o
6-2
6-7
13-l
6-O
4-6
5-7
9_5
6-Z

5-6
_s_8
3-3
2-4
2_O
2-3
3-l
6-O
5-7

2r-5
6-2
a-7
5-8
6-6
4-9
7-3
<.,
3-6
5-4
4-4
5-3
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generation of electricity from renewable sources such as geothermal and wind that more than
offset the decline in generation from hydroelectric sornces. However, construction activities
slowed down due to the decline in the volume of cement consumption and imports of various
construction materials such as bitumen and iron and steel.

56. The activities in the services sector remained strong in the first quarter of 2023 growing
by 6.0 percent largely charac,terized by significant growths in accommodation and food Service;
information and communication technology; transportation and storage; financial and
insurance; and wholesale and retail trade sub-sectors.

57 . Available economic indicators in the first three quarters of 2023 remain strong with the
continued recovery in the agricultwal sector and sustained performance of the services sector.
In this respect, economic growth is projected at 5.5 percent in2023 and 5.7 percent in2024
supported by broad-based private sector growth and sustained govemment investment in the
nine priority value chains ( Leather, Cotton, Dairy, Edible Oils, Tea, Rice, Blue economy,
Natural Resources (including Minerals and Forestry), and Building Materials). Additionally,
public sector investments in infrastructure and implementation of prudent fiscal and monetary
policies will continue to support economic activity @igure 8).

8: Annual Real GDP Growth

Source of Data: Kenya National Bureau of Staiistics

Inflation Outcomes

58. Inflation remained above the Government target range of 5t2.5 percent fuom hne 2022
to June 2023.In order to anchor inllation expectations and reduce inflation to be within the
target range, the Monetary Policy Committee (IV[PC) gradually raised the policy rate (Central
Bank Rate (CBR) from 7.50 percent in May 2022 to 10.50 percent in June 2023. The MPC
retained the 10.50 percont in August 2023. Consequently, inflation declined significantly to 6.8
pelcent in September 2023, from a peak of 9.6 percent in October 2022. The decline largely
reflects the easing of food prices and impact of monetary policy tightening (Figure 9).

59. Food inJlation remained the dominant driver of overall inJlation in August 2023. However,
it declined to 7 .5 percent in August 2023 from a peak of 15.0 percent in August 2022. Several
factors explain this outcome: the easing of food prices arising from increased suppiy due to
ongoing harvests; seasonal factors; international developments and Government measures on
zero rated imports. Nonetheless, sugar prices remained elevated driven by domestic and global
factors.
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60. Fuel inllation remained elevated reflecting the impact of the rise in intemational oil prices.

It increased to 13.1 percent in September 2023 from 11.7 percent in September 2022.The
increase reflects gradual withdraw of the fuel subsidize from September 2022 afithe upward
adjustment of electricity tarifffrom April 2023.In addition, the upward adjustment of VAT on
petroleunr product in July 2023 from 8.0 percent to 16.0 percent to eliminate tax credits from
the sector exacted upward pressures on prices. However, prices of cooking gas continued to
decline and moderated inllation reflecting the impact of the zero-rating of VAT on liquefied
petroleum gas (LPG).

61. Core (non-food non-fuel) inflation remained stable at 3.7 percent in both August and
September 2o23,from a peak of 4.4 percent in March 2023. The decline is attributed to the tight
monetary policy and muted dernand pressures.

9: Inflation Percent

Source of Data: Kenya National Bureau of Statisttcs

Monetary and Credit Developments

62. Broad money supply, M3, grew by 14.3 percent in the year to July 2023 compared to a
growth of 7 .6 percent in the year to luly 2022 (Table 15). The pdmary source of the increase
in M3 was an improvement in the Net Foreign Assets G.IFA) and Net Domestic Assets OrDA)
of the banking system. the NFA of the banking system in the year to July 2023 expanded by
56.6 percent compared to a contraction of 46.8 percent in the year to Jluly 2022. The increase in
net foreign assets, mainly reflected increase in cornmercial banks' foreign assets.

63. Net Domestic Assets (NDA) registered a growth of 10.2 percent in the year to JuIy 2023,
compared to a growth of 19.5 percent over a similar period :r;r2022. The growth in NDA was
mainly supported by increase in domestic credit particularly resilient private sector credit and
net lending to govemment. Growth of domestic credit extended by the banking system to the
Government declined to a growth of 16.1 percent in the year to July 2023 compared to a growth
of 25.4 percent in the year to hiy 2022. Lending to other public sector grew by 16.7 percent in
the year to July 2023 mairiy due to advances to parastatals.
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Table 15: Mon and Credit Months to J 2023, Ksh billion

Source of Data: Central Bank of Kenya

64. Growth in private sector credit from the banking system remained resilient as business
activities improved and grew by 10.3 percent in the year to July 2023 compared to a growth of
14.2 percerrt. in the year to July 2022 (Figure 8). Improved credit expansion was registered in
various sub-sectors that include finance and insurance, mining, transport and cornmunication,
agriculture and manufacturing. On a monthly basis, credit extension contracted by 8.5 percent
in the year to JuIy 2023 reflecting further tightening of the monetary policy in June 2023.

10: Private Sector Credit

Source of Data: Central Bank of Kenya

Interest Rates Developments

65. Reflecting the tight monetary policy stance, interest rates increased in the year to August
2:023. The interbank rate increasedto I2.5 percent in August 2023 compared to 5.4 percent in

-day Treasurv Bills rate increased to 13.4 oercent compared to 8.6
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percent over the same period (Figure 9). The 182-day Treasury Bills rate increased to 13.4

percent in August 2023 from 9.5 percent in August 2022 whtle the 364-day also increased to
13.6 percent from 9.9 percent over the same period. The introduction of the interest rate

corridor, in August 2023, is expected to align the interbank rate to the Central Bank Rate and

thereby improve the transmission of the monetary policy.

LL: Short Term Interest Ra Percent

Source of Data: Central Bank of Kenya

66. Commercial banks average lending and deposit rates increased in the year to July 2023 in
tandem with the tightening of the monetary policy stance. The average lending rate increased
to 13.5 percent in July 2023 from 12.4 percent in July 2022 whtle the average deposit rate

increased to 8.1 percent from 6.7 percent over the same period. Consequently, the average

interest rate spread declined to 5.4 percent in July 2023 fuom 5.6 percent in July 2022 (Figwe
t2).

12: Commercial Bank Percent

Source of Data: Central Bank of Kerrya

External S ector D evelopments

67. The current account balance narrowed by 20.6 percent to US$ 4,629.4 million (4.4 percent
of GDP) in June 2023 fromus$5,833.9 million (5.1 percent of GDP) in June 2022, reflecting
lower imports, strong performance of export of goods and services as well as increased

remittances (Table 16). Improvement in trade and the continued recovery in tourism continues
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to boost export revenues n2023.In the year to June2023, exports grew by 2.1 percent primarily
driven by improved receipts from tea and manufactured goods. The increase in receipts from
tea exports reflects higher prices attributed to lower global supply due to drought amid resilient
demand from traditional markets.

68. The continued recovery in tourism sector recorded a tourists increase by 25.2 percent in
the year to June 2023 and travel and transportation services receipts increased by 24.2 percent
during the same period. Growth in imporls declined by 6.1 percent in the 12 months to June
2023, as oil prices moderated and reduced imports for infi'astructure related equipment. In this
respect, the balance in the merchandise account improved by USD 1,316.3 rnillion to a deficit
of USD 10,678.0 million in June 2023. Receipts from remittances remained resilient and
amounted to USD 4,017 million in the 12 months to June 2023, and were 0.1 percent higher
compared to a similar period rn2022.

Table 16: Balance of P

Source of Data: Central Bank of Ketrya

69. The capital account balance improved by USD 28.1 million to register a surplus of USD
189.7 million in June 2023 compared to a surplus of USD 161.6 million in the similar period in
2022. Net financial inflows slowed down but remained vibrant at USD 4,061.5 million in June
2023 compared to USD 4,746.6 million in June 2022. The net financial inflows were mainly in
the form of other investments, financial derivatives and direct investments. Portfolio
investments registered a net oufflow during the period.

70. The overall balance of payments was a surplus of USD 1,113.5 million (1.1 percent of
GDP) in June 2023 from a surplus of USD 1,555.5 million (1.4 percent of GDP) inJwrc2022
@igure 13).
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re 13: Performance of Balance of and its onents ofG

Source of Data: Central Bank of Kenya

Foreign Exchange Res erves

71. The banking system's foreign exchange holdings remained strong at USD 13,165.6
million in June 2023, an improvement from USD 12,580.6 million in June 2022. The official
foreign exchange reserves held by the Central Bank stood at USD 8,036.7 million compared to
USD 8,494.9 million over the same period (f igure 14). Commercial banks holdings improved
to USD 5,128.8 million in June 2023 fromUSD 4,085.6 million in June 2022.

72. The official reserves in June 2023 represented 4.4 months of import cover as compared to
the 4.9 months of import cover in June 2022. These reserves were above the minimum of 4.0
months of imports cover and provides adequate buffer against short-term shocks in the foreign
exchange market.

l4z Reserves Million

Source of Data: Central Bank of Kenya

Exchange Rate Develop ments

73. The Kenyan foreign exchange market remained under pressure as global economic
uncertainty regarding the ongoing Russian-Ukraine conflict as well as increase in interest rates
in advanced economies in response to inflationary pressures weighed in the exchange rate.
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Specifically, the headwind from a strengthening dollar, boosted by rising US interest rates and
elevated commodity prices, the exchange rate to the Kenya Shilling weakened at a rate of 20.5
percent in the 12 months to August 2023 compared to 9.3 percent in the 12 months to August
2022. The Kenya Shilling exchanged at an average of Ksh 143.9 in August 2023 compared to
arl ayerage of Ksh 119.5 in August 2022. Against the Euro, the Kenya shilling weakened to
exchange at Ksh I57.1 in August 2023 compared to Ksh 121.0 in August2022 while against
the Sterling Pound the Kenyan Shilling weakened to exchange at Ksh 182.9 compared to Ksh
143.5, over the same period (Figure 15). The Kenyan Shilling was supported by increased
remittances, adequate foreign exchange reserves and improved exports receipts.

L5: Shillin Rate

Source of Data: Cenfi"al Bank of Kenya

C apital Markets D evelopments

74. Activity in the capital markets slowed down in August 2023 compared to August 2022 as

advanced economies tightened their monetary policy amid inflationary pressrues. The NSE 20
Share Index declined to 1,540 points in August 2023 compared to 1,751 points in August 2022
while Market capitalization declinedto Ksh 1,545 billion from Ksh2,l42 billion over the same
period (Figure 16).

16: Performance of the Nairobi Securities
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C. Kenya's Macroeconomic Outlook

75. Kenya's economic performance is projected to remain strong and resilient over the
medium term (Table L7 in calendar years and Annex Table 1 in frscal years). The economy
recorded a strong growth of 5.3 percent iri the first quarter reflecting a strong recovery in
agriculture sector and buoyant services sector including financial and insurance, information
and cornmunication, wholesale and retail tlade and transport and storage. The economy is
expected to remain strong and expand by 5.5 percent rn2023 (5.6 percent in FY 2023124) and
5.7 percent in2024 (5.9 percent in FY 2024125).

76. This glowth will be supported by the strong recovery in agriculture and resilient services
sector that both drive the industrial sector. The adequate rainfall during the long rain season in
most parts of the country and the anticipated short rains later in 2023 will continue to support
activities in the agriculture, electricity, and water supply sectors. The improved availability of
raw materials following the recovery in agriculture and a decline in global commodity prices
will support food processing in the manufacturing sector. Additionally, activities in the
construction sector will be boosted by the affoldable housing programme. Services sector will
be supported by resilient activities in the financial and insurance, information and
communication, wholesale and retail trade and transport and storage, among others. The easing
of global commodity prices and supply chain constraints coupled with robust private sector
investment are expected to support domestic demand.

77. On the demand side, private consumption is expected to remain on a robust growth path
in the near term. The easing of inflationary pressures will result in strong household disposable
income, which in turn will support household consumption. The interventions by the
Govemment through the Financial inclusion initiative popularly known as the Hustlers' Fund
will strengthen MSMEs thereby correcting market failures for the vast majority of Kenya's at
the bottom of the pyramid. This will strengthen the private sector led growth opporfu:rities. The
multi-year fiscal consolidation program by the Government has been incorporated in the
projections and is expected to lower the fiscal deficit and achieve a positive primary balance
over the medium terrn. This will reduce debt vulnerabiiities and strengthen debt sustainability
and provide the needed confidence for investors. This will boost private investment and
economic vibrancy over the medium term. The lower domestic financing needs of the
Government, will enable the expanded lending to the private sector by the barking sector.

78. The development spending in the budget will be retained at an average of 5.6 percent of
GDP so as not to impact on growth momentum. This will support capacity for future growth.
The spending will enhance Government investment in the nine priority value chains (Leather,
Cotton, Da:.ry, Edible Oils, Te4 Rice, Blue economy, Natural Resources (including Minerals
and Forestry), and Building Materials). Additionally, it will support investments in key projects
under the Bottom-Up Economic Transformation Agenda (BETA) including construction of
dams, improvement of road networks and ports and laying of additional National Fiber Optic
network. Enhanced digitalization, is expected to improve efficiency and productivity in the
economy. In particular, investment in digital superhighway will result in enhanced connectivity
and access to broadband services which will lower the cost of doing business, enhance
efficiency and create employment opporfunity.

79. Kenya's exports of goods and services is expected to continue strengthening supported by
receipts from tourism and implementation of crops and livestock value chains, specifically,
exports of tea, coffee, vegetables and fresh horticultural produce, among others. The expected
recovery of Kenya's trading parfirers and the implementation of Africa Continental Free Trade
Area (AfCFTA) will enhance demand for exports of Kenyan manufactued products. Current
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acconnt deficit will average 5.4 percent of GDP between 2023 and 2027 . The projected robust
domestic demand sustained by private investment, will sustain imports of raw materials,
machinery and equipment for private construction, and household consumption. In addition,
global oil prices are expected to stabilize. In the Balance of Payments Statement, external
financing needs will be met mainly by equity inflows and foreign direct investment given the
conducive business climate that Government has created particulally the fiscal policy
predictability. Improvement in the current account, boosted by robust export eamings a1d
strong remittance inJlows will continue to support stability in the foreign exchange market.

Monetary Policy Management

80. The monetary policy stance is aimed at achieving price stability and providing adequate
credit to support economic activity. Consequently, overall inflation is expected to remain within
the Govemment target range of 5+2.5 percent in the medium term. This will be supported by
muted demand pressures consistent with prudent monetary policy and easing domestic and
global foodprices.In addition, Governmentmeasures to support sufficient supply of staple food
items throughzero rated imports and lower the cost of production through the ongoing fertilizer
and seeds subsidy program will exact downward pressure on inJlation.

81. The Central Bank has continued to implement reforms to Modernize its Monetary Policy
Framework and Operations in Kenya, designed to enhance monetary policy transrnission. In
particular, CBK has implemented a new monetary policy framework based on inflation
targeting. This will facilitate alignment of the short term rates with the Central Bank Rate
(CBR), reduce volatiiity in the interbank rate and improve monetary policy transmission, CBK
has implemented an interest rate corridor. The interest rate corridor is set at + 250 basis points
around the CBR. In addition, the CBK has reduced the applicable interest rate to the Discount
Window from 600 basis points to 400 basis points above CRR to improve access to the Window.

82. The Central Bank has also introduced DhowCSD, an upgraded Central Securities
Depository infrastruchre, that offlers a simple, efficient, and secure portal by the Central Bank
of Kenya (CBK) to enable the public to invest in Government of Kenya securities. The platform
enables investors to participate and tlade in Government securities market (Treasury Bills and
Bonds) on their rnobile phones and on web based devices. The DhowCSD will transform
Kenya's financial markets through enhanced operational efficiency and expansion of digital
access, market deepening for broader financial inclusion, and improved monetary policy
operations. Additionally, the DhowCSD will also improve the functioning of the interbank
market by facilitating coliateralized lending amongst commerciai banks and further reduce
segmentation in the interbank market.

83. The Central Bank wili require a re-look at the Payments System and why preferences of
cash is rising and cash outside the banking sector is rising. This weakens the transmission of
monetary policy in the market.
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Table 17: 's Macroeconomic Indicators and ections

Source: The National Treasury

Risks to the economic outlook

84. There are down side risks to this macroeconomic outlook emanating from domestic as

well as external sources. On the domestic front, risks relate to unpredictable weather conditions
due to the impact of climate change which could adversely affect agricultural production and
result to domestic inflationary pressures and food insecurity. This supply shocks are thus
unpredictable and cannot be contained effectively and effrciently by monetary policy
instruments.
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85. On the extemal front, uncertainties in the global economic outlook stemming from the
current geopolitical tension could result in higher commodity prices and slowdown the global
sconomic recovery that could impact on the domestic economy. Weaker global demand could
adversely affect the Kenya's exports, foreign direct investments and remittances. Additionally,
high intemational commodity prices pose a risk to global and domestic inflation outcomes
which could lead to flrther tightening of financial conditions. Continued strengthening of US
dollar against other global currencies arising from aggressive monetary policy tightening
present significant risks to financial flows and puts pressures on the exchange rate with
implication to growth and inflation.

86. Upside risks are mostly linked to early easing of global financing conditions and lower
international fuel and food prices, which would strengthen Kenya's extemal balances. This will
be reinforced by faster than projected rebound in economic activities that would result in higher
Govemment revenues providing fiscal space that would support fiscal consolidation. Optimal
coordination between monetary and fiscal policies are expected to result to a stable
macroeconomic conditions which is a necessary condition for investment and savings thereby
promoting economic growth.

., .l..
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TV. RESOURCE ALLOCATION FRAMEWORK

A. Implementation of the FY 2023124 Budget

87. Budget implementation during the frst two months of the FY 2023/24 has progressed
well. Total revenues amounted to Ksh 351.3 billion (2.2percentof GDP) in August 2023 agarnst
a target of Ksh 410 billion implying a performance rate of 85.6 percent. Totai expenditure for
August 2023 was Ksh 415.9 billion and was below target of Ksh 546.7 billion by Ksh 130.8
billion. There are expenditure pressures arising from FY 2022123 carryovers amounting to Ksh
77.5 billion which may necessitate revision of the budget. During the implementation process,
movement in interest rates and exchange rate have impacted on fiscal space. In order to maintain
the primary balance consistent with the fiscal consolidation path, expenditures have to be
maintained at the levels approved in printed estimates. In this respect, additional spending
pressures will be accommodated within the approved ceilings, that is reallocation possibilities,
exceptthose of the security and education sectors. Ministries, Departments and Agencies are
expected to settle the carryovers from the FY 2022123 budget as a first charge against the
budgetary allocations for the FY 2023124 budget. The fiscal deficit including grants for the FY
2023124 is therefore proj ected at 5 .4 percent of GDP and will decline to 4 .4 percent of GDP in
the FY 2024125 and projected at3.6 percent of GDP in the FY 2026127.

8 8. Total revenues for the FY 2023124 are proj ected at Ksh 3 ,007 .5 billion ( 1 8.6 percent GDP)
with ordinary revenues projected at Ksh 2,576.4 billion (16.0 percent of GDP). Total
expenditures are projected at Ksh 3,913.5 billion Q4.3 percent of GDP) with recurrent
expenditures projected at Ksh 2,687.2 billion (16.7 percent of GDP), development expenditures
are projected at Ksh 793.8 billion (4.9 percent of GDP) and an allocation of Ksh 2.8 billion to
Contingency Fund. Transfer to County Governments is projected at Ksh 429.7 billion (2.7
percent of GDP). The resulting fiscal deficit inclusive of grants of Ksh 863.8 billion (5.4 percent
of GDP) will be financed by a net external financing of Ksh 448.7 billion and a net domestic
financing of Ksh 415.1 billion (Annex Table 2 and 3).

B. Fiscal Policy for FY 2024/25 and Medium Term Budget

89. The fiscal policy stance in the FY 2024125 and over the medium term aims at supporting
the priority programmes of the Govemment under the Bottom - Up Economic Transformation
Agenda (BETA) and the MTP IV through a growth friendly fiscal consolidation plan designed
to slowdownthe annual growthinpublic debt and implement an effective liability management
strategy, without compromising service delivery to citizens. This is expected to boost the
country's debt sustainability position and ensure that Kenya's development agenda honors the
principle of inter-generational equity.

90. Towards this end emphasis will be placed on aggressive revenue mobilization through a
combination of tax administrative and tax policy reforrns. In this regard, the Government will
implement the National Tax Policy which will guide taxation process in Kenya. The
Govemment will also finalize development of the Medium Term Revenue Strategy for the
period 2023124 to 2026127 which will provide a comprehensive framework for guiding tax
reforms in the medium term. Further, there is continuous effort to reform, modernize and
simplifr tax laws and processes to enhance compliance and expand the tax base. The Kenya
Revenue Authority will continue to employ the use of technology to curb revenue leakages
including use of scanners; enhancements of iTax and Integrated Customs Management System
(iCMS); and tull roll out of e-TIMS.

91. On the other hand, the Government will sustain efforts to improve effrciency in public
spending and ensure value for money by: eliminating non priority expenditures; rationalizing

EEfl*MEHsr*.tllll*r tt
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tax expenditures; scaling up the use of Public Private Partnerships financing for cornmercially
viable projects; and rolling out an end-to-end e-procurement system.

92. The above reforms on the revenue and expenditure, will result in a gradual decline in the
overall fiscal deficit from 5.6 percent of GDP in FY 2022123 to 5.4 percent of GDp in Fy
2023124 and projected at 4.4 percent of GDP in FY 2024125 (Annex Table 2 and 3). This will
boost the country's debt position and ensure the country's development agenda is sustainably
funded.

BY 2024125 Fiscal Projections

93. ln the FY 2024125 total revenue including Appropriation-in-Aid (A-i-A) is projected at
Ksh 3,407.8 billion (18.9 percent of GDP). Of this, ordinary revenue is projected at Ksh 2,gl1.g
billion (16.2 percent of GDP). This revenue performance will be underpinned by the on-going
reforms in policy and revenue administration. The overall expenditure and net lending is
projected at Ksh 4,257.3 billion (23.6 percent of GDP) cornprising: recurrent expenditure of
Ksh 2,851.0 billion (15.8 percent of GDP); development expenditure of Ksh 957.3 billion (5.3
percent of GDP); transfer to Counties of Ksh 444.0 billion and Contingency Fund of Ksh 5.0
biliion, respectively.

94. The resulting fiscal deficit of Ksh 800.2 billion (4.4 percent of GDP) in FY ZOZ4/25 will
be financed by a net external financing of Ksh 296.5 biltion (1.6 percent of GDP) and a net
domestic financing of Ksh 503.7 bitlion (2.8 percent of GDp).

Medium Term Fiscal Projections

95. Over the medium term, the Government's total revenue including A-i-A is projected to
rise from 18.9 percent of GDP in the FY 2024125 to 19.2 percent of GDP in FY 2025126 and,
further to 79.7 percent of GDP inthe FY 2026127. Total expinditure is projecte d, at23.6percent
of GDP in the FY 2024125; 23.1percent of GDP in FY 2025126 to ; ani 23.3 percent of Cnp
in the FY 2026/27. Of the total expenditures, recurrent expenditure is projected, at 15.8 percent
of GDP in the FY 2024125; 15.1 percent of GDP in the FY 2025126 and 15.2 percent of Cpp
in the FY 2026/27. Development and net lending expenditures are expected to remain stable at
around 5.0 percent of GDP over the medium term.

96. In line with the fiscal consolidation plan, the overall fiscal deficit is projected to decline
ftom4.4 percent of GDP inthe FY2024125 to 3.7 percent of GDP inthe FY 2025126 and further
to 3.3 percent of GDP in the FY 2026127 (Annex Table 2 and 3). This is intended to
signi ficantly improve Kenya' s debt sustainability posi ti on.

C. FY 2024125 and Medium-Term Budget Framework

97. The FY 2024125 and the Medium Term Framework will focus on the implementation of
the Bottom-up Economic Transformation Agenda (BETA) as prioritized in the Medium Term
Plan (MTP) IV. The Agenda is geared.towards economic turnaround and inclusive growth, and
aims to increase investments in the five core pillars envisaged to have the largest impact to the
economy as weli as on household welfare. These include: Agricultural Transformation and
Inclusive Growth; Micro, Small and Medium Enterprise (MSME); Housing and Settlement;
Healthcare; and Digital Superhighway and Creative Industry. Implementation of these priority
programmes aims at bringing down the cost of living; eradicating hunger; creating jobs; and
provide the greater majority of our citizens with much needed social security while e-xpanding
the tax revenue base and improving foreign exchange balance.

98. To achieve the pillars, the Government will implement strategic interventions under the
following key enablers: In-frastructure; Manufacturing; Blue Economy; the Services EconomY,

and Climate Change; Education and Training; Women YouthEnvironment

sHSffiffiT
45



SEGffiffiT
Empowennent and Development Agenda; Social Protection; Sports, Culture and Arts; and

Governance.

Criteria for Resource Allocation

99. The resource allocation for the priority prograrnmes will be developed through a value

chain approach under five clusters namely: Finance and Production Economy; ln-frastructure;
Land and Natural Resources; Social Sectors; and Governance and Public Administration. The
nine (9) identified key value chain areas for implementation include: Leather; Cotton; Du,ty;
Edible Oils; Tea; Rice; Blue Economy; Natural Resources (including Minerals and Forestry);
and Building Materials. This process ensures there is no break in the cycle in the resource

allocations for a value chain. The process also ensures adequate resources are allocated to any

entity along the value chain and helps to eliminate duplication of roles and budgeting of
resources. Spending in these critical needs are aimed at achieving quality outputs and outcomes

with optimum utilization of resources. The momentum and large impact they will create will
raise economic vibrancy and tax revenues.

100. Furthsr, the MDAs will be encouraged to adopt effrciency in allocation of resources

through cost budgeting and reviewing the portfolio of externally frrnded projects. The MDAs
will also encouraged to restructure and re-align with the Government priority prograrnmes.

Realization of these objectives will be achieved within the budget ceilings provided in this

BROP. The following criteria will serve as a guide for allocating resowces:

Linkage of programmes with the value chains of the Bottom-Up Economic

Transformation Agenda priorities;

Linkage of the prograrnme with the priorities of Medium-Term Plan IV of the Vision

2030;
Linkage of programmes that support mitigation and adaptation of climate change;

Completion of ongoing projects, viable stalled projects and payment of verified pending

bills;
Degree to which a prograrnme addresses job creation and poverty reduction;

Degree to which a prograrnme addresses the core mandate of the MDAs;
Cost effectiveness, effrciency and sustainability of the programme; and

Requirements for furtherance and implementation of the Constitution.

101 . Reflecting on the above, the Medium-Term Expenditure Framework provided in Table 18

and Annex Table 4 and 5 will guide resource allocation into the medium term.

102. To facilitate the finalization and approval of the 2023 BROP and other policy documents
within the stipulated timelines, MDAs are required to strictly undertake the activities outlined
in the Budget Calendar within the set timeframes. The Budget Calendar provided in Annex
Table 6 outlines the timeftames for delivery of policy documents, reports and relevant Bills.

1.

lll.

iv.

v.
vi.
vii.
viii.
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Table 18: Medium Term Sector FY 202412s - FY 2026t27 Million

D. Public Participation and Involvement of Stakeholders

103. As required by the Public Finance Management (PFM) Act,2012 this Budget Review and
Outlook Paper has been shared with various stakeholders and the public for comments before
its finalization. Specifically, the document has been reviewed and finalized during a retreat of
the Macro Working Group in Naivasha frorn 6th to 13ft September, 2023 that brought together
36 Officers of the Macro Working Group from the following institutions: various Departments
of The National Treasury, the State Department of Economic Plaruring, the Central Bank of
Kenya, the Kenya Revenue Authority, the Kenya lnstitute of Public Policy Research Analysis
and the Commission on Revenue Allocation. Annex Table 8 provides a list of officers from the
Macro Working who attended the retreat. A summary of the comments received from the Macro
Working Group, various Stakeholders and the Public and the responses or actions taken are
summarized in Annex Table 9.
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V. CONCLUSION AND NEXT STEPS

104. Global economic outlook remains uncertain reflecting the impact of the tightening of
monetary policy and escalation of geopolitical tensions particularly the ongoing war in Ukraine.
Consequently, the global groWh is projected to slow down to 3.0 percent in2023 and2024
from 3.5 percent in2022. Kenya's economic performance is projected to remain strong and
resilient over the medium term. The economy recorded a strong growth of 5.3 percent in the
first quarter reflecting a strong recovery in agriculture sector and buoyant services sector
including financial and insurance, information and communication, wholesale and retail trade
and transport and storage. The economy is expected to remain strong and expand by 5.5 percent
in2023 (5.6 percent in FY 2023124) and 5.7 percent tn2024 (5.9 percent in FY 2024125).\\e
glowth outlook will be supported by broad-based private sector growth, resilient services sector,
the rebound in agriculture. The growth outlook will be reinforced by implementatiou of policies
and reforms under the priority sectors of the Bottom - Up Economic Transformation Agenda
geared towards economic furnaround and inclusive growth.

105. The f,rscal performance in the FY 2022123 was positive with total revenue collection
growing by 7.3 percent and amounting to Ksh 2,360.5 billion. This was a performance of 95.4
percent against the target. The positive growth in revenue was recorded in all tax revenue
categories, an indication of continued recovery in revenue collection. The implementation of
FY 2023124 has started in eamest and we are looking forward to the smooth implementation of
plarured prograrnmes during the remainder of the financial year. Towards this end, the
Government will continue to pursue its growth friendly fiscal consolidation plan that will signal
debt sustainability and manageabie fiscal gap. The plan will see a gradual decline in the fiscal
deficit from 5.4 percent of GDP in the FY 2023124 to 4.4 percent of GDP in the FY 2024125
and further to 3.6 percent of GDP in the FY 2026127. This will be supported by enhanced
revenue mobilization, reprioritization and rationalization of expenditures but above all grow the
tax base through an appropriate tax regime. This will ultimately reduce public debt and create
fiscal space over the medium term to finance priority capital projects.

106. In the FY 2024125 budget, all the spending units are expected to lay ernphasis on the
priority prograrnmes under the BETA by increasing investments in Agricultural Transformation
and L:clusive Growth; Micro, Small and Medium Enterprise (MSME); Housing and Settlement;
Healthcare; and Digital Superhighway and Creative lndustry. The budgeting for the FY
2023124, as stated in the 2023 Budget Policy Statement will strictly be through a value chain
under five clusters, namely, Finance and Production Economy; Infrastrucfure; Land and Natural
Resource; Social Sectors; and Governance and Public Administration. This will ensure
adequate resources are directed towards the nine value chains, namely, (i) Leather; (ii)Cotton;
(iii) Dairy; (iv) Edible Oils; (v) Tea; (vi) Rice; (vii) Blue Economy; (viii) Natural Resources
Including Minerals & Forestry); and (ix) Building Materials that are under implementation in
the FY 2023124 budget.

107. Given the limited resources, the Sector Working Groups (SWGs) and Government
Ministries, Departments and Agencies (MDAs) are therefore directed to critically review,
evaluate and prioritize all budget allocations to stictly achieve the BETA priorities. The hard
sector ceilings provided for the FY 2024125 budget and the Medium Term will form the basis
of allocations. The sector ceilings will guide the development of sector budget proposal which
will form inputs into the 2024Budget Policy Statement
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Annex Table 1: Macroeconomic Indicators for the By z0zll22- 2027/28 Period
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Annex Table 2: Government for the BY 2021122 - 2027/28P eriod, Ksh Billion
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Annex Table 3: Government for the BY 2021/22 -2027128 Period of GD
2o]JEr 20721?3 102311,1 201{/15 2025/r.6 2026t27 2021t28

Prel. .Act &cl. Ait hoj-
Budg;l BudgrlEsriuirs

Eqimats (Adj.Fir&rur.) BPS'23 BROP:023 BPS',23 BROP2023 BPS,23:BRoPt023 BROP 2O:3

Pmiom
OtcrCFS

Coutibution to Ciril SoiE Pos.ion lud
Nd lsscrl,IaE\Tqditur

Otn':nngc&Saluia
Irc Scconduy cduation

Prc Priouy Eduotiu
DdscudMs
Orlos

Itrsislsial R(ud AIA

l,fuirlsiil Rffi @t AIA - lg\,ls

O f, DoEcnimll], Fimed (Nd)l${S
l{uislcrial Drdoplot.{I{

BrLrc (coDulto€lt brii! 6cL gnst,

Brlm. (bclfdBlCdBlsis

Bod.& Otha Cammiai f imciDg

ofiiProjrllom( IA)
PrcjEtLm-Rauuc
Projct loils SGR _Phe I_ AI-{
Pmj{tlr!!s SGF. _ Phrt 1{_AIA

Usc of IMFSLA]loution

ExmalDEbr

Tu

6luccd
lcldrlC

Gm!ts

Loffi

.D9p6tic-Di!! (g!s)
DoEsticDcbt(mi)

Fud

REIT:[TJE
Retelue

finmcd (Grc$)
:\'el l€rdllg

(uc! Bnntr)
CriBuis

disqmcf

loffi (AjA + Rlroud

.Addcd lar
u0w

AppropriitioD i! Aid

ilpeBdlhre
.d\DITILL\TDiG

D.oE6ticFusgIg
Fprt[clt - Prlrcbrl

(|tuk)

EqEitrbk ShuP

Cooditiou.l lllocatiol

Comettlrllileacla g

O/WExpofl CY.dil

Do[sic id(en
ForrigD hla6t
PGioB & OtbtrCFs

17J

ls.1
6.9

0.9

1.0

{.1

0.3

0_8

22
23.8

I6.8

{.6

3.6

1.0

1.0

0.9

0.0

0-2

9.5

4,1

0.5

0_l

3.1

I.6
0.0

{3
J-U

z.z

0,6

l-1

0.0

0.0

2.8

2.7

q,l

0.0

-6.5

OJ

{.1
0.1

-6:

-0J

-5J

Ll
2.6

9.0
0.0

0.0

1.5

0.7

.Q,5

0.0

0.0

03

t,l
-ri
!.8

q8.0

3-19

3{.1
3b:s

-0.{

100.0

165

r,!-1

6.6

0.9

19

3.9

0-c

0.s

2-2

r6.2

3.7

l.l
0.8

0.0

0.2

8.6

3.8

o5
0.1

l:
?.7.

1,7

o,o

3_i

f,i
0.5

1.0

0.1

0.0

2.9

1.8

g.t

0.0

-6.0

0:
-<o

9,1
-5.6

:0.1

t.4

.2.2
3.8

0.7

0.0

0;l
l,o

0:5

0.4

0.0

0.0

03

le
-1.7 

.

1r.7

37.t

339
3oi

-0J

100.0

18-r

ls.q
7.1

I'l
2.2

0.:

0.7
,(

2J.0

15.6

1.S

3.9

0.9

t.0

1.0

0.0

0.:

8.0

3,6

0.{

0.r

1.1

i.r
0.0

1.8

2:9

1.0

OJ

1.7

0.1

0.0

2.6

\1
OJ

0.0

03
-1.J

o,Q

4.4

0.0

1J

0.8

3.7

1.7

0.0

1.7

l.?

09
0.3

0.0

0.0

0.0

0..1

_to

3.6

622.

3l.l
3l.l
27.8

183

15.8

1.4

l.l
2.1

1.3

0.1

0.7
ti

15.9

5..r

3.9

IJ
1.0

1.0

0.0

0.2

8.0

3,{
0.1

0.1

l.l

1.6

0.0

4.8

2.9

:.0
0.5

t.1
0.1

0.0

2,6

7.t
0.3

0.0

-5.1

OJ

J.8
0.0

-{.8

0.0

4.8

2.8

6:
2,9

0.0

2.9

1.7

0.9

0.s

0.0

0.0

0.0

1.6

-33

l-9

6ll
3t.l
3l.l
t7.i

0.0

t8.6

I6.0
7.{

l.l
11

1.1

0.1

0.7

:l-1
16.7

5.7

4.0

1.7

I,O

1.0

0.0

0.1

8.1

3.6

0..1

0.t

l.l
2.6

1.1

0.0

.,-9

3.0

:.0

0.6

l-1

0.1

0.t

7.7

2A

0.3

0.0

-t.o

OJ

-5.t

0.0

.5.4

0.0

5.1

18
63
7.9

0.0

2.9

1.7

0.9

0.8

0.0

0.0

0.0

t.7

-3_i

16

68.5

3&0

-uJ
29.5

0.0

1?.8

r5.t
1-2

I.l
2.2

0:
0.7

1.9

210

14.7

{.o

3.7

0.8

1.t

1.0

0.0

0.2

1.6

3.5

0.6

0.1

09
:.1

IJ
0.0

s.0

2.6

:.0
0.6

2.1

0.1

0.0

u
2.t

0.2

0.0

12

03
-3.9

0.0

.3.9

0.0

39

0.5

2.1

0.0

0.0

0.0

1l
1.4

0.6

0.0

0.0

0-0

0.0

-rJ
3.{

189

I6J
7.1

l.l
l.l
4.5

0.2

0.3

al.6
r5.8

-i..1

J.0

1.4

1.0

t.0

0.0

0.2

f-i
J.6

0.6

0.1

0.9

22
1.6

0.0

5-1

3.0

1,9

0_'l

2.2

0.t

0.1

73
0.2

0.0

1.1

0-1

-,1..t

0.0

-1.4

0.0

1.{

1.6

3-<

0.8

0.0

0.s

2.1

1.5

0.6

o0
0.0

0.0

0.5

-ll
2.8

6:1 8

339

319
29i.2

0.0

100.0

0.0

59.7

21-4

322
3_2

0.0

I 00.0

18.0

16.1

r-.3

l.l

4.5

0.1

0.7

1.8

!1,8

143

i.6
0_8

I.l
I.0

0.0

0:
7.5

0.5

ot
0.8

2.4

l.l
0.0

5-i
.i.l
2.5

0.i
2,1

0.t

0.0

2,7

1.0

0:
0.0

-3.9

OJ

-.1.6

0.0

-3.6

0.0

3.6

0.6

1.0

0.0

0-0

0.0

1.0

1.4

0.6

0.0

0.0

0.0

0.0

-1.4

3.0

5.0
3t.7
3.0

0.0

100.0

r9.2

16-:

7.5

1.1

1.3

.{.6

0.7

r3.1

1s.l
4.9

3.1

1.2

1.0

1.0

0.0

0.2

3.5

0.6

0.1

l-r
1.6

0.0

5.6

3.3

12
0.8

22
0.t
0.1

2.1

0:
0.0

J.0

OJ

.3.7

0.0

-3.7

0.0

1.7

0-9

3.0

0.8

0.0

0.6

1l

0.6

0.0

0.0

0.0

0.t
.xl
lE

63.0

-11.4

3r.6
ie.r

0.0

r83
16-5

7,6

l.t
2-j
1.6

0.1

0.7

1.8

11.8

3.4

0.8

I,I
1.t

0.0

0.2

6.1

4.0

0.5

0-l

0.8

II
0.0

5.0

2.1

3.1

0.6

::
0.0

0.0

L4
23

0.1

0.0

-3.9

0-r

-3.6

0-0

.3.6

0.0

3.6

01
1l
0.0

0.0

0.0

1l
1.3

0.8

0.0

0.0

0.0

0.0

-1.{

19

5t12

3l:
28.8

0.0

I9.?

17.0

7.8

t:
:..1

4.8

0.1

0.7

,.7
ti3
ls.?
4.6

3.6

1.0

l.l
1.1

0.0

0.3
i1

1l
0.5

0.t

0.8

I.9

1.6

0.0

5.6

3.2

2.1

0.7

:.1
0.0

0.t

25
13

0:
0.0

-_1.6

03
-33

0.0

-3J

0.0

3-j

L2
3.0

0.E

0.0

0.8

2.2

t.{
o8

0.0

0.0

0.0

0.0

.r.1

10

60.0

19.6

30J
:8J

0.0

17.5

8.0

1.1

2.J

5.0

0l
0.1
71

2l.s
ri5
1.1

-r.5

1.0

1.2

t.l
0.0

0.2

8.1

4.0

0_{

0,1

0.1

1.6

0.0

5.7

3-?

22
0.i
1.3

0.0

0.t

2.1

23
0:
0.0

-33

OJ

-3.0

0.0

-3.0

0.0

3,0.

t2
29
0.8

0.0

0.8

al
1J
0.8

0.0

0.0

0.0

-t.7

IJ

57:l
27.8

293
7't.j

o.o

lod.o

Source: The National Treasury
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Annex Table 4: Development Sector Ceilings for* the FY 2024125-2026127 MTEF Period

Approved

Budset BR0P Proiertion

CODE sEct0R

ECONOMIC

CLTSSIFIC.4TION 2023t24 2024t25 2025t26 2026127

Gross 51.971.3 57.538.1 61.440.6 56.983,5' 
010 AGRICUTTURI, RUR{I & URBAN DEVELOPI.{ENT (ARUD)

G0li 5.029.1 6.1+6.9 7,337.0 9,759.0

Loans 32,205.6 31.13?.2 30,652,1 30,652.1

Grants 2.110.5 2,110,52,181.5 7 !.1) <

LocdAIA 635,0 795,0 815.0 815.0

BETAIGoK) 13,830.1 17,151.5 23,526.0 23,611.0

Public Participation Proi. 90.0

127.397.0020 ENERGY. II$RASIRUCTURE AND IM Gross 384,359.1 392,739.1 4r5,449.7

GOK 10s.273.7 93.226.7 r11.585.7 115.{31.0

Loaos 131,163.0 1{4,386.0 r38,269.0 13+181,0

Granc 7,882.1 7,321.0 6597.0 6,541.0

Loal-AIA 139.871.0 150.244.0 163.526,0131.857.0

Strateeic Interv-entions

BETAtGohl 5,9t7.3 7,93{.+ 8,754.0 7,712.0

Public Participation Proi. 1,256.0

Gms 31.375.3 27.040.0 31.483.6 21.718.8030 GEIiER{I ECOl{0MIC.tiD C0I'IMERCL{t AFFAIRS f GEC{)

GOK +,t62,7 2,630.6 !,rat I 4,622,6

Loans 2.475.5 2.zffi.9 1.9{9.9 1,949.9

Granb 1,522.0 1522.0 1,522,0 1,s22.0

l^ordlLA

Stateeic laterventions 300.0 800.0 1,500,0 1,500.0

BEIAfGoKI 22,9t5.1 19,798,5 22,067,3 12,t2+.3

PFR(GON

Gmss 63.577.+ &+.777.+0+0 HEATI}I 60,559,+ 60,777.1

GOK 11,958.3 11.958.3 13,958,3 15,{58.3

Loans 13,291.5 13,291,6 13,291.5 13,291.5

8.167.5 8.157,5GranE 8,167,5 8,167.5

LocalAlA

Shate gic Inten'eotions 14,350.0 14,350,0 1+i60.0 14260.0

BETAfGohl 13.000.0 13.400.0 13.600,012,752.0

Public Participation Proi. 30.0

050 EDUf,ATION Gross 33,099.4 29,5113 {2,130.0 42,149.0

GOK 8.505.0 8.708.0 18.050.0 18.539.0

Loans 18.9{0.0 15.497.0 13,627.0 13,627.0

Gnnts 880.4 965.0 965.0 955,0

43.0Local AJA 43.0 43.0 +3,0

BEIt(GolO 4.412.0 +.3313 9,445.0 8.975.0

Public Particioation Pmi, 319,0

26.18r.3060 GOVERNANCE. IU$TICE I.A!V AND ORDER (GILOI Grpss 9,871.6 17,517.8 22,59t.5

6.190.2 9.780.0GOK .1,185,8 4,3+1,3

Loans

Grants t3+.9 777 t 232.1 232.1

750.0Local.4IA 750.0 750.0 750,0

Shatesic Interventions +.701.0 5.591.4 8.919,2 8,919.2

6.S00.0BEIAfGol0 6500,0 5,500.0

Public Participaff on Proi. 100.0

Note: CF Contlnencyhmd,EF Eoualizationfund,N0.CDF-NationalfiwernmentConstituensD*elopmentFund

PFR : Perfomance for Results

BE[A: Botlom Up Economlc Transformation Agenda

S'8ffi-ffiHr'i
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Annex Table 4: Development Sector Ceilings for the FY 2024125-2026127 MTEF Period
(Ksh Million)...Contd

CODE SECTOR

ECONOMIC

CUISSIFICATIOI{

Approved

Budset BROPProiection

20231?4 202qt25 20?5t26 2026127

074

PUBLIC ADMINIS]'R{TION AND INTERN.{TIONAL ML{TIONS

TPAIR) Gloss 115,981.3 13+,932.? 183,991.2 20+.360.2

GOK 8,i90.8 9,568,8 10,590,0 1t.574.6

Loaus t7,0s2.6 $,n\,3 19;72t3 t9,721.3

Gmnts 163153 16,380,1 16.480.8 16..{80.8

LocalAIA

Strateslc hrterveutions 5,605.7 7,963.1 a,5n.r 51,24+,0

CF&EF 12,057.4 16,{00,0 18,600.0 19,100.0

NG-CDF 53,531,5 62,282.5 71,170.0 81,522.5

PFRfGoK) 2,617.0 2,617.0 4,617,0 +,717.0

080 NATIONAT SECURITY Grrss {,254.0 {9,609.0 30339.0 30,339,0

GOK 3,720.0 5,320,0 5,320.0 5.320.0

Loans 13,755,0 24.{85.0 24,485.0

Gt'ants

LocalAIA 534,0 53+.0 53{,0 534.0

090 SOCI. L PROTECTION, CULNIRI AI{D RECRBATION Gross 2+,961.0 21,791.t 25,371.2 26,67t.0

GOK L147.7 1,7113 2,4068 2.70&5

toans 2,+75,2 2,173.7 2,173.7 2.173.1

Grants 595.0 623.4 308,0 30&0

LoalAL{ 16,000.0 16,800.0 17,000,0 18,000.0

Shategic interventiom 3,000.0 3,000.0 3,000.0 3.000.0

PFRICOKI 1,320.4

BETA(GoCI 487.8 {82.8 482.8 482.8

0100

ENVIRONi{ENT PROTEfTION, TVATERAND NATUru
RESOURCES Gross 88,271.0 108,915.0, 117,033.0 120.0460

GOK 28,978.0 29,638.0 35275.0 37.300.0

Loau 5d091.0 7e594.0 75,0s7.0 75,965,0

Grarts 4,{93.0 6,254,0 6,1{5,0 6.145.0

LocalAIA

Shateeic interventiorx

BETA tGoK) 6{9.0 +29,4 5760 635^0

TOTAT 6ross 807.543.5 903,50L6 996,107.2 1,030,523,3

GOK 182,751.t 173,252.8 215,157,5 230,49I1

Loans 271.634.5 3+{,839.7 319,205.5 316,0{7.5

Grants 12.171.7 +3,877.6 42,5279 n,4n.9
local AIA 119.819.0 158,i93.0 169,385,0 183,668.0

Sbatesic luterverf ions 27.957.7 31,814,5 70,691,3 78p232
CF& EoualizationFund 12.067.4 16,+00.0 18,600.0 19,100.0

NGCDF 53,531.5 62,282,5 7t,470.0 81,522,5

BETAfGol0 61.958.3 69,627.5 84,75r.t 73,676.1

P$R(GOIO 3.937.4 2,617.0 4,617.0 4,717,0

Public Particiuadon Proi. 1,805;0

Note: CF-ContigenryFund,EE-EqualizationFund,N&CDF-l{ational?overnmettConstituentylhveloatneltIlud

PFfl.. Results

W-,E&B*E.$
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Annex Table 5: Recurrent Sector Ceilings for the FY 2024/25-2026127 MTEF Period (Ksh
Million

Approrcd

Budeet BR0PProiection

2026t27Code Sector Economic Classification 2023124 202417,5 202s126

010 AGRICULTURE, RUR{L & URBN DEVELOPMEI$ Gross 3?,970.1, 29,156,0 29,175.1 30,439.1

9,588.7A.I.A 1d332.0 9,588,7 9,598.7

Net 18,638,2 18,557,3 19,586,5 20,850.7

Salaries 5,636,0 6,7?5.t 6,949,9 7,t87,7

Grants & Transfers 23,?96.1 19,552,8 19,259,0 20,103.0

2,848,70therRemnent 2,947.9 2,687.9 2,766.3

Shatesic hlteNentioD r00.0 100.0 200,0

BETA 90,2 90,2 100,0 100,0

020 EN ERGY, INFXTSTRUCN'RE AI{D ICT Gross 118,00{.6 148,380.9 151,683.8 152,653.3

r30,596,6 130,596.6A.I.A 130,5966 130,596.6

Net 17,+08.0 17,i84,3 21,087.2 22,056,7

Saluies d696,3 4.923.5 4,966,6 5,1 15.1

Granb & Trausfers 113921.7 113,921.7 il5,5{9.9 n7,259.5

Other Recunent 28,73+.3 28,883,4 30,367,3 29,318.7

Stratesic Inten ention 500.0 500.0 600.0 760,0

t5L2 152,2 200.0 200,0BET.{

030 GENERTL ECO}iOMIC.IND COMMERCT{T AFFAIRS Gros 30,0+{.5 30,299.8 31,050.8 32,919,3

ll,111.5 11,11{,5.{.1..4 11,114,5 I l,1l{,5

Net r8,930,0 r9,185,3 19,935.3 21,834.8

Salaries 2,186,2 2,562.4 2,6{.7.6 2,735,7

6ranh&Tmnsfers 18,158.0 18,158,0 18,636.7 19,139.5

3,360.50ther Recunent 3,102.1 3,058,4 3,205,9

Strateeic Interuentiou 5,465,6 5,665.6 5,655.6 6 818,6

BETA 832.{ 855.4 895,0 895,0

87,785.3 91,946,7040 HEATTH Gross 90,627,1 82,343.4

A.I.A 25,185,0 25,185.0 25,185,0 25,1850

Net 55,{42,1 57,158.4 52,500,3 66,761,7

Salarim l{,1260 t5,157.7 15,921.5 16399.1

53,919,1 67,115,10rants & Transfers 60,8i5.{ 50,875,4

2,3{6.8 2,346,8 2,464,1 2587.3OtherRerunent

Stratesic luterventiou 169,6 .169,6 s51.6 922.2

BETA 2,809.4 3,194,0 1923.0 {923,0

050 EDUCATION Gross 595,{80,7 640,408,7 688,108,5 7{7,85+.3

A.I.A 52.644,8 52,5++.8 52,644,8 52,64.r,8

Net 542,835,e 597,763,9 635,463.7 695,209,4

Salaries 315,327,8 321,624,9 331213,6 341,211,8

97,228,2 102,089.6 107,194.1Grants& Transfers 97,228,2

OtherRecunent 2,799,1 ?,799.4 2939,4 3,086J

Stratesic IntPn entioDs 136,301,1 173,323,8 183,833,6 228,389,6

Medical Insurance r8,361,3 t9,2s2,+ 19,252.4 19,252,+

BETA 25,460,0 26,180.0 48,720,0 48,720,0

EHfrfl}ET
*.:,; :':-',6LiI il r.r i,,, 1
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Annex Table 5: Recurrent sector ceilings for the Fy z0z4lzs-2026127 MTEF,period (Ksh
Million ...Contd.

Approved

Budeet BR0PProiection
Sector Econonic Classifi cation 2023t24 2024tzs 2025tz6 2026t27

050 EOVERI\'AliCE, IUS'IICE, LA1V AtiD 0RDER Gross ?20,529.5 .7 219,167.4 280,489.2
A-I-A 1,2?2.2 1)))7 1)7?? 1,222.2
Net 219,307.1 231,435.6 z+7,9+5.3 279,267.0
Salaies 136899.9 t41,0s4.2 115,285.0 t19,614.+
Grants & Transfers 33,049.5 $.4m.0 3{,061.7
0ther Recuneut ?4,106.7 24.406.7 25,566.1 ?6,781.6
Strategi c ltterventious 17,592.1 35,57L4 60,86+.2

Mec[cal Insurance 8,581.4 8,956,4 8,581.4

070

PUBLIC ADMINISi'R,{TION AND INTERNATIONAL

REI,ATIONS Gross 194,209,8 197,958.2 220,1{0,8 328,936"6
A-I.A 10.608.5 10,608.5 10,60&5
Net 183,501,3 187,349.7 2,09.53L4 318328.2
Saluies 18,145.5 fi.a77.6 52,609.9
Grants & Transfers 5&127.9 9 58,617.6 6
0ther Recureut 18,2362 50391,5
I'fedical lusurance t{.00.0 5,400,0 5.40{I0 5,,100.0

Salary Rederv 21.700.0 10,4680 19,m5.0
Shategic Inten' entions 14,600.2 ?8,136.2 313{9.2 137.714.6

080 Gross 181,990.2 ?w,026.6 207,293,5
A-I.A +.7{3.3 4;743.3
Net 184,990.2 199,283.3 ?02,sso.2 209,tg+S
Sduies 2,059.0 21W.1 2,249.9
Grarb & lransfers 182,39+.0 20t,368.7 211,118.0
O&erRecunent 537.2 537.2 553.3 569.9

090 Al,iD Gross .15.681.9 17,828.L +8,502.2

A.I.A 3,678.7 3,578.7 3.678.7 3,678.7
Net +2,003.2 +4,L+9.4 ++,823.5 +5t65:t
$alaries !7)1 \ 4,348.1 4,612.9
Grarts & Transfers 10,192.8 10,192.8 L0,s72.t
0herRecuneut 3.286.5 3.28A5

Sbategic iuterventions 910,5 940.5 910.5
BETA 27,9812 29.060.2 29,060.2

0100

PROTECTION, WATER AI{D NATUR,TL

Gross 32,3+&7 11.4 36.689.3
A-I.A 12.701.4 72,701.4 t2,70t+ 12J01,4
Net 19.547.3 19,510.0

Salarles 2,588.0 2.665.6 2,71U6 2,828.0
Glants & Transfers 25,669,0 25;669.0 26s45.7 28,266.1
Other Recurrent 2,981.7 2,766.7 2,884.8 3,008.3
SEategic Juterventions 1,110.0 2,567.0 2,567.0

TOTAI L564.887.2 1,6++,2703
A.I.A 262.083.s 2621083.5

Net 1302.803J 1,382.187.1 .f
Salaries s37,1861 s50.972.2

-

584594.5
GranE& Transfers 620912.5 635.514.4 654,207.3 676962.6

tlg,379.1 1 124589.5 127,839.3
Shatesic ht€rveation 176fi41.S 26L285.8 $9,2A6.8

Insurance 32.3+2.7 33,608.8 33,233.8
Review 2L.700.0 10,468.0

BITA 57,n5.4 59.532,0 83,89tt.2 83,999.2
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Annex Table 6: Calendar for the BY 2024/25 Medium-Term

Fymz4lzS
Responsibilig

Timeline
Activity

National Treasury +Aug-2t1. Develop and issue MTEF guidelines

L l-aunch of Sector WorkinE Groups National Treasury 18-Aug-23

11-Aus-213. Prosramme Performance & Stntegic Reviews MDAs
t,

3.1 Review and update of stralegic plans

3.2 Beview of programme outputs and outcomes
tr ti

3.3 Revierv of Expenditure

Proiect Committees tl
3.4 Reviev.r and approval of projests for FY2023/24

I
3.5 Progress report on MTP implementation

3.6 Preparation of annual plans

Macro Workins Group SGSep-234. Development of Medium-Term Budget Framework

4.1 Estimation of Resource Envelope

4.2 Determinatlon of policy priorities tr

I ll
4,3 Preliminary resource allocation to Se6tors, Parliament, Judiciary & Counties

T
4.4 Draft Budget Beviel and Outlook Paper (BROP)

n 13-Oct-234.5 Approval of BROP by Cabinet
,l 2.3.Ost-234.6 5ubmission of approved BROP to Parliament

tine Minishies 2&Nov-235. Preparation of MIEF budget proposals

Sedor Working Group 22nd Oct 4th Nov &

5th- lBth Nov-23

5.1 Retreats to draft Sector Reports

National Treasury 2nh Nov 235.2 Public Sector Hearing

SectorWorking Group tl-Dec-235.3 Review and inmrporation of stakeholder inputs in the Sector proposals

Seclor Chairpersons FDec-235.4 Submisslon of Seclor Report to Treasury

5.5 Consultative meeting vrith CSs/PSs on Sector Budget proposals National Treasury 11-Dec-23

Macro Working Group 19Feh246. Draft Budget PolicyStatement {BPSI

Macro Working Group lSDec-236.1Draft BPS

National Treasury f,
6.2 Dlvlsion of Revenue Bill (DORB)

National Treasury
tr

6.3 County Allocatlon of Revenue Bill (CARB)

National Treasury l
6.4 county Governments' Additional Allocation Bill (CGAAB)

National Treasury 124an-746.5 Submisslon of BPS, DORB, CARB and CGAAB to Cabinet for approval

6.6 Submission of BPS, DORB, CARB and CGAAB to Parliament for approval NationalTreasury l5Feb-24

Zj.lar247. Preparation and approval of Final MDAs Budgets

National Treasury 5-Mar-24T.l Develop and issue final guidelines on preparation ot20?3124MTEF Budget

Une Ministries 1}Mar-247.2 Submission of Eudget Proposals toTreasury

National Treasury 1-Apr-247.3 Consolidation of the Draft Budget Estimates

National Treasury ili-Apr-247.4 Submission to Cabinet for Approval

National Treasury 29Apr-247.5 Submission of Draft Budget Estimates to Parliament

Natlonal Treasury 8-Apr-247.6 Submission of the Finance Bill

National Assembly L!May-247,7 Review of Draft Budget Estimates by Parliament

7.8 Reoort on Dnft Budget Estimates from Parliament NaUonalAssembly 31-May-24

Tiun-247.9 Consolidation of the Final Budget Estimates NationalTreasury

National Treasury 10.Jun-247.10 Submission of Appropriation Billto Parliament

NationalTreasury l+run-248; BudgetStatement

NatlonalAssembly 3GJur.249. Appropriation Bill Passed

National Assemblv 3&Jun-2410. Finance Bill Passed

S ource : National Treasury
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