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1. AGRICULTURE, LIVESTOCK AND FISHERIES

INTRODUCTION

1) The 2021 Budget Policy Statement (BPS) was submitted to Parliament and tabled on
15" February 2021. The policy outlines the broad strategic government priorities and
policy goals of the government over the medium term. This Brief provides an analysis
of the agricultural sector budget policies and the proposed ceilings under the 2021
Budget Policy Statement.

2)  The agriculture sector, like other sectors in the economy has been hit by the outbreak
of Covid-19 Pandemic. The sector is very critical to the Kenyan economy and even in
the times of Covid-19 it prevailed and contributed 1.5% to the GDP growth when
almost every other sector was recording a negative growth. According to the First
Quarterly Economic and Budgetary Review Report 2020/21, agriculture sector
recorded an improved growth of 6.4 percent in the second quarter of 2020. The increase
in tea production, milk intake, cane deliveries and fruit exports supported the sector’s
performance.

3) Kenyan agricultural sector continuous to experience a myriad of challenges including
the resurgence of desert locust, erratic and unreliable weather patterns, flooding, pest
and disease prevalence and the Covid-19 control measures which has disrupted
marketing and supply of agricultural products threatening the achievement of food and
nutritional security. In addition to the challenges, there is a serious underfunding of
essential programmes and projects which have a direct impact on agricultural
production and livelihoods of farmers.

LEGAL UNDERPINNINGS

4)  The Budget Policy Statement is published in accordance with Section 25 of the Public
Finance Management Act, 2012. In preparing the Budget Policy Statement, the
National Treasury is required to set out the broad strategic priorities and policy goals
that will guide the national government and county governments in preparing their
budgets both for the following financial year and over the medium term.

5) The National Treasury is required to include the following in the Budget Policy
Statement:-

a) An assessment of the current state of the economy and the financial outlook over
the medium term, including macro-economic forecasts;

b) The financial outlook with respect to Government revenues, expenditures and
borrowing for the next financial year and over the medium term;

¢) The proposed expenditure limits for the national government, including those of
Parliament and the Judiciary and indicative transfers to county governments;

d) The fiscal responsibility principles and financial objectives over the medium term
including limits on total annual debt.




6)

7)

8)

9)

10)

e) The total resources to be allocated to individual programmes and projects within
sector, ministries, departments and agencies indicating outputs expected during the
period.

The National Treasury, while processing the Budget Policy Statement (BPS), is also

required to seek and take into account the views of the Commission of Revenue on

Allocation, the County Governments, the Controller of Budget, the Parliamentary

Service Commission, the Judicial Service Commission, the Public and any other

interested parties or groups.

The submission and processing of the BPS by the Senate is anchored in Standing Order

No 180.

Section 25(2) of the Public Finance Management Act 2012 require the National

Treasury to submit the BPS to Parliament by 15th February each year. Parliament has

14 days after its submission to scrutinize and review it in line with section 25(7) of the

PFM Act 2012.

HIGHLIGHTS OF THE 2021 BUDGET POLICY STATEMENT

The theme of the 2021 BPS is “building back better: strategy for resilient and
sustainable economic recovery.” The policy measures in the BPS 2021 are aimed at
stimulating economic recovery by building on the gains made under the Economic
Stimulus Programme to mitigate against the impact of the pandemic on the economy.
This is in addition to the continued implementation of the MTP 111 programmes, notably
the Big Four agenda.

The BPS 2021 and the medium-term projects revenue collection including
Appropriation-in-Aid (A.i.A) to increase to Ksh 1,985.2 billion (15.9 percent of GDP)
up from the estimated Ksh 1,829.2 billion (16.4 percent of GDP) in the FY 2020/21.
While the Government expenditure as a share of GDP for FY 2021/22 is projected to
decline to 23.7 percent, the overall nominal expenditure and net lending is projected at
Ksh 2,968.9 billion from the estimated Ksh 2,878.1 billion (25.9 percent of GDP) in
the FY 2020/21 budget. The expenditures comprise of recurrent of Ksh 1,975.2 billion
(15.8 percent of GDP) and development of Ksh 611.0 billion (4.9 percent of GDP).

Table 1: Summary of Proposed 2021/22 Ceilings (KSh. Millions)

S/No. Details 2021/22 BPS Percentage

Ceiling Share

National Government 1,950,377.7 64.6

)

Executive 1,894,576.8 62.8

Parliament 37,882.7 1.3

Judiciary 17,918.3 0.6




CFS 697,623.5 23.1

County Government 370,000.0 12.3

Total 3,018,001.3 100

A. R

Source: The National Treasury
EVIEW OF RECENT SECTOR POLICY PRIORITIES AND CEILINGS (2018 —

2020)

1)

12)

13)

14)

15)

The 2018 Budget Policy Statement introduced the “Big Four Agenda” which identified
the four key strategic areas of focus during the next five years. The four strategic areas
included: Enhancing Food and Nutritional Security; Providing Universal Health
Coverage; Provision of Affordable and Decent Housing; and Raising the Share of
Manufacturing Sector to GDP.
The sector policies and priorities that followed then were therefore geared towards
enhancing food and nutritional security to all Kenyans by 2022. Among the key policies
that have been consistency implemented from the introduction of the Big Four Agenda
include:

(1) Expansion of irrigation schemes

(i) Supporting large-scale production of staples,

(iii)  enhancing the agricultural productivity among smallholder farmers,

(iv)  Facilitating large scale commercial agriculture to help diversify staples,

v) Increasing access to subsidized agricultural inputs,

(vi)  Upscaling crop and livestock insurance with the goal of cushioning farmers

against climate related risks.
(vii)  Development and implementation of fisheries, aquaculture and Blue Economy
policies, infrastructure and capacities.

(viii) Promoting the use of appropriate farming techniques.
The policies have been focusing on expansion of food production and supply, reduction
of food prices to ensure affordability and support value addition in the food processing
value chain.
While the sector has good strategic policies, the implementation of the same is an issue
of concern and which will most likely affect the achievement of the greater goal of
ensuring food and nutritional security for all Kenyans by 2022. The biggest undoing
has been the low budget allocations to key projects expected to drive agricultural
productions. Even the low budget allocations are subjected again to budget cuts during
the implementation process which begs the question whether the government is serious
in achieving food security.

Medium Term Plan III (MTP III) (2018-2022) vs Budget Policies -Programmes
and Projects

The programmes and projects being or implemented under the budget policy statement
have been derived from MTP-III. Flagship programmes and projects under the MTP-
[l include:




(1) Fertilizer Subsidy Programme — now undertaken under National Value

Chain Support

(i) Agricultural Mechanization Programme
(iii)  Livestock Value Chain Support Programme

(iv)  Agricultural Insurance Programme
v) Youth and Women Empowerment in Modern Agriculture Programme
(vi)  Crop Diversification Programme

(vii)  Small Holder Productivity and Agro-processing

(viit) Climate Smart Agriculture

(ix)  Pastoral Resilience Building Programme

Table 1; SUMMARY OF POLICIES CONCERNING COUNTIES

Summary of policies affecting the Counties & Policy Recommendations

Policies that

National Government

Policy options for county

affect Policies governments
devolution
| Policies to Investments in Counties need to allocate

reduce post-
harvest losses

Warehousing and Cold
Chains sites,
aquaculture and fish
feeds mills and fish
processing industries.

funds towards activities to
reduce post-harvest losses
for major products in a
particular county.

-subsidize supply of
farm inputs through the
e-Voucher system to
reach 200,000 small
scale farmers.

The county governments
need to compile a data
base of the farmers in the
county to facilitate the
efficiency of the e-voucher
system and avoid
duplication for the targeted
farmers.

-establishment of |
million Kitchen
Gardens Initiative

Counties to institute
policies geared towards
Collaboration with
National Government in
promotion of Kitchen
garden initiative to boost
the goal of achieving food
security.

2 Economic
Stimulus
programme

3 Food security

4 Boosting the

production of
coffee, wheat,
Maize, miraa

-Provision of subsidized
fertilizer

-Warehouse Receipt
system

Subsidizing other farm
inputs, promotion of
production activities and




and other cash
crops

-Negotiating Market
Access to international
markets.

-Crops Value Chain
Reforms through the
Coffee Bill,2020,Fibre
Crops Development
Authority Bill,2020
,The Horticulture Crops
Authority Bill,2020,
Food Crops
Development Bill,2020
,the Horticulture Crops
Authority Bill, the
Miraa, Pyrethrum and

exploration of new
markets.

Boosting fish
Production

-Fast -tracking the
aquaculture regulations
and strategy, Fisheries
research and
Development Fund,
Fish Levy Trust Fund,
The Blue Economy and
Marine Strategy
,Rehabilitation of fish
landing sites in Lake
Victoria

Develop policies on small
scale fish farming in order
to benefit from fish
research being undertaken
by the National
Government.

Promotion of
Agricultural

-Measures to support
the Agricultural

Since extension services
is a devolved function

extension sector through the support towards this
services extension services. should be in form of a
conditional grant to
counties.(The Senate
could push for this in
the medium term)
Livestock -production of 117 To solve the challenge of
production million doses of poor information flow the

assorted vaccines
-Avail to farmers
2million straws of
semen

-Install 640 Milk
coolers.

counties should come up
with policies to develop
strong disease surveillance
in livestock producing
areas, they should also
maintain a database on the
number and breed of
livestock in given areas.




AGRICULTURE SECTOR: POLICY PRIORITIZATION IN THE 2021 BPS

16)

17)

18)

The government policy on agricultural sector aims at ensuring food and nutrition
security to all Kenyans by 2022. The sector is a key player in economic and social
development of the country through food production, job creation, and foreign
exchange earnings amongst others.

The key policy priorities under the BPS 2021 are intended to facilitate attainment of
food nutrition and security. The policy focus is on: implementation of Agriculture
sector transformation and growth strategy; enhancing the provision of agricultural
inputs; provision of support programmes to smallholder farmers and pastoralists;
expansion of irrigated land; promotion of appropriate farming techniques; as well as
supporting large-scale production of staples.

All the policies under the agriculture sector are aligned towards increasing food
production, boosting smallholder productivity, reduce chronic malnutrition among
children under 5 years, and reducing the cost of food. The 2021 BPS has prioritized 5
key programmes to be implemented through the State Department for: Crop
Development and Agricultural Research; Livestock; and State Department for
Fisheries, Aquaculture and the Blue Economy.

B. AGRICULTURE SECTOR 2021 BPS CEILINGS

19) The BPS 2021 proposes the budget ceilings for the three state departments at Ksh.
61,702 million. When compared to the 2020/21 total approved estimates (Ksh. 54,759)
the proposed ceilings is an increment of Ksh. 6,942 million which represents 13%.
20) The following table shows the proposed ceilings to the three state departments.
Table: showing 2021 BPS ceilings vs 2021/21 approved estimates (Ksh. Millions)
State Department Approved BPS changes %changes
2020/21 Ceilings
Livestock Current 2,629 3,297 668 25%
Capital 3,363 4,392 1.029 31%
Sub-Total 5,992 7,689 1,697 28%
Crop Current 10,799 13,465 2.666 25%
Development &
Agiculvrl Capital 31,010 30,486 -524 2%
Research
Sub-Total 41,809 43,951 2,142 5%
Fisheries and Current 1,995 2,105 110 6%
Blue Economy
Capital 4,964 7,956 2,992 60%




Sub-Total 6,959 10,062 3,103 45%

Total 54,759 61,702 6,943 13%

)

23)

24)

25)

Source: 2021 BPS

STATE DEPARTMENT FOR LIVESTOCK

The proposed ceiling for the state department is Ksh. 7,689 million which comprises
of Ksh. 3,297 million recurrent and Ksh. 4,392 million development expenditure. The
2020/21 approved estimates is Ksh. 5,992 million. This proposed ceiling is an
increment of Ksh. 1,697 billion which represents a 28% increase.

The recurrent ceiling is set to rise by Ksh. 668 million from the approved allocation of
Ksh. 2,629 million to Ksh. 3,297 million. Development allocation ceiling is proposed
to rise by Ksh. 1,029 million from an approved allocation of Ksh. 3,363 million to
Ksh. 4,392 million.

The department’s resource requirement in 2021/22 is Ksh. 11,501 million against a
proposed ceiling of Ksh. 7,689 million indicating a funding gap of Ksh. 3,812 million.
The proposed allocation will go towards funding the implementation of the Livestock
Resources Management and Development programme. Key targets for the medium
(2021/22-2023/24) include: production of 177 million doses of livestock assorted
vaccines; availing to farmers 2,035,000 straws of semen; Installation of 4 Liquid
Nitrogen plants in strategic sites; installation of 640 milk coolers; Support
establishment of 45 feedlots; and engage 3,505 interns in animal health programmes
amongst others.

The following table highlights the 2021/22 key targets of some programmes as
provided under the 2021/22 Agriculture Sector Report.

Delivery Key Outputs Key Performance Indicators Target Target !
Unit (Baseline) | 2021/22
20/21
Kenya Reduced drought | No. of Tropical Livestock Units 160,000 100,000 |
Livestock related livestock
Insurance losses
Scheme
Livestock Meat production No. of feedlot sites supported 10 10
Production
Big-4 Establishment of Model Feedlotat | 0 1
Interventions Chemongoch farm in Baringo
Acreage of pasture/fodder 2,800 2500
established
No. of breeding piglets availed to 11,000 1,200
farmers
No. of rabbit breeding material 2,800 2,000
produced and availed to farmers
Number of indigenous poultry 720,000 100,000
chicks distributed to SMEs

10




26)

27)

28)

29)

30)

31)

Livestock Milk value Number of coolers procured and 200 300
Value Chain | addition and distributed

Support marketing Number of coolers installed and 200 300
Project Operational

Source: 2021/22 Agriculture Sector Report

Observations

The Regional Pastoral Livelihood Resilience Project (RPLRP) is to be completed this
financial year. The project was initiated in December 2014 and is set to be completed
in February 2021. A look at the 2021/22 Sector Report indicates that the department
has not provided any performance indicators and targets for the financial year despite
a proposal to allocate Ksh. 30 million. The objective of the project has been to
enhance livelihood resilience of pastoral and agro-pastoral communities in drought
prone areas.

The department’s resource requirement in 2021/22 is Ksh. 11,501 million against a
proposed ceiling of Ksh. 7,689 million indicating a funding gap of Ksh. 3,812 million.

STATE DEPARTMENT FOR CROPS DEVELOPMENT AND
AGRICULTURAL RESEARCH

The department’s proposed ceiling is Ksh. 43,951 million comprising of Ksh. 13,465
million recurrent and Ksh. 30,486 million development expenditure. The approved
allocation in 2020/21 is Ksh. 41,809 million comprising of Ksh. 10,799 million
recurrent and Ksh. 31,010 million.

The proposed allocation indicates a net increment of Ksh. 2,141 million (5% increase)
in total allocation with an increase of Ksh. 2,666 million in recurrent expenditure
(25% increase) and a reduction of Ksh. 524 million in development allocation (2%
reduction).

The department’s resource requirement according to the Sector Working Report in
2021/22 is Ksh. 58,094 million against a proposed ceiling of Ksh. 43,951 million
indicating a funding gap of Ksh. 14,143 million.

The department is implementing four programmes whose allocations is as shown the
following table.

Table showing proposed Ceiling to programmes vs 2020/21 allocations

Programme Approved BPS Changes
20/21 2021

General administration, planning and support 5,968
services 4,994 974
Crop development and management 28,878 29,454

576
Agribusiness and Information Management 1,562 1,479

(83)

11




Agricultural Research and Development

6,374 7,050

676

Total

41,808 43,951 2,143

32) The key targets of the programmes for the medium-term(2021/22-2023/24) include:
(i) Mainstream youth in agriculture and agribusiness through refurbishing eight (8)
regional Youth in Agribusiness Incubation Centres (Y ABICs) to host 520
graduate youth for incubation after which credit to enhance their businesses will
be availed through AFC;
(i) Promote reduction in pre and post-harvest losses through provision of 750 MT of
Aflasafe, moisture meters, hand shellers and hermetic bags.
(ili) Mitigation of Fall Army Worm infestation through distribution of 35,000 litres
of pesticides.
(iv) Increase maize production from 44.6 million (90 Kgs) bags to 50 Million bags,
- potato production from 1.2 million MT to 1.9 Million MT and rice production
from 128,000 MT to 170,000 MT.
(v) Revitalize cotton through expansion land area under cotton production to
170,000 acres and avail 235 MT of Bt and non-Bt seeds per year to farmers;
(vi) Enhance access to water for small scale irrigation for crop production and
domestic use through rehabilitation of 3252 Ha of land and development of new
irrigation schemes to cover 1250 Ha. Further, 300 Ha of land will be brought
under micro irrigation and 300 km of rural access road constructed over the
planning period in four catchment areas;
(vii) Provide a 50% subsidy crop insurance cover to 1,500,000 farmers in 38
Counties;
(viii) Conduct desert locust surveillance and awareness creation and develop an early
warning system in 16 hot spot counties;
(ix) Implement the Warehouse Receipt System Act 2019 as well as refurbishment of
20 warehouses to stabilize commodity prices and food availability.
33) The following table highlights the 2021/22 key targets of some programmes as
provided under the 2021/22 Agriculture Sector Report.
Delivery Key Outputs Key Target Target
Unit Performance (Baseline) 2021/22
Indicators 20/21
Cotton Cotton No. of cotton 5 3
Industry production and value addition
Revitalizatio productivity technologies
n Project promoted
(AFA) Expansion of area 150,600
(acres) under
cotton increased

12




Quantity (MT) of
seed cotton
produced

225.6

Coconut
Industry
Revitalizatio
n Project
(Commoditie
s Fund)

Coconut
enterprise
financing

Amount in Ksh
of loans
disbursed to
coconut
enterprises

65

No. of loan
beneficiaries

2,166

Agricultural
Society of
Kenya

Modern Jamhuri
Park ASK
showground

% completion of
Jamhuri Park ASK
showground

100%

Warehouse
Receipt
Council

Warehouse
Central registry

No. of National
Central Registry
developed,
installed and
maintained

No. of County
Level registries
developed,
installed and
maintained

Warehouses
linked to Central

registry

No. of warehouses
linked to central

registry

No. of smallholder
farmers and traders
and other
depositors linked
to certified
warehouses

100

No. of Warehouse
operators and WRS
e-suite operators
capacity built

10

No. of trade and
market linkage
service providers
capacity built

20

No. of agribusiness
associations to

13




support collective
action trained

Warehouses No. of 5
refurbished participating
warehouses
refurbished
Commodity No. of bags 7
prices delivered to the
stabilized warehouse (50
kg million bags
Kenya Climate | Empowered Number of direct 208,60
Smart small holder beneficiaries in 0
Agriculture agro-pastoral and | Common Interest
Programme pastoral Groups (CIGs) and
(KCSAP) producers Vulnerable and
Marginalized
Groups (VMGs)
Number of 72 2,000
micro/sub projects
supported with
grants
Climate smart No. in MT. of early 9 10
agriculture inputs | generation seed
produced
Drought Access to water Area of irrigation 120 920
Resilience and | for small scale infrastructure
Sustainable irrigation, rehabilitated (Ha)
Livelihoods domestic use and | No. of water 44 100
project livestock. structures
constructed
Crop Crop Insurance No. of farmers 400,00 500,00
Insurance with crop 0 0
insurance
Cumulative no. of 30 38
counties covered
National Crop production | No. of counties to 34 38
Value Chain inputs availed to | be covered
Support farmers through | No. of 300,00 200,00
Programme the e-voucher beneficiaries 0 0
input
management Quantity of 70,479 46,900
system assorted fertilizers

in MT accessed

14




Quantity of Lime
in MT accessed

53,193

35,400

Quantity of
assorted agro-
chemicals in Litres
accessed

1,932

300

Quantity of high
yielding seeds in
MT accessed

450

2,360

Aflatoxin
management
(Plant
Protection)

Food safety and
management of
post-harvest
losses

Quantity of
Aflasafe (KE 01)
(MT) procured and

promoted

600

200

No. of moisture
meters procured
and promoted

200

100

Storage Dust(MT)

12

No. of Hand
shellers procured
and promoted

350

150

No. of Hermetic
bags procured and
promoted

3,000

1,500

Fall Army
Worm
Mitigation

Management of
fall army worm
infestation

Liters of pesticides
procured and
distributed

30,000

35,000

Small-scale
Irrigation and
Value
Addition
Project
(SIVAP)

Irrigation
schemes

Area of new
irrigation schemes
developed (Ha)

250

500

Area of existing
irrigation scheme
rehabilitated (Ha)

520

342

No. of micro
irrigation schemes
developed

20

Food security
and crop
diversification
project

Food crops
diversification
and productivity

Acreage under
Drought Tolerant
Crops

10,000

20,000

Acreage under
high yielding
maize varieties

100,00

120,00

15




Acreage under
high yielding rice
varieties

3,000

5,000

Acreage under
Irish potato

20,000

30,000

Millions of bags
(90kg) of maize
produced

45

47

No. of 90kg bags
of Maize per acre

225

23

No. (MT) of rice
produced

140,00

150,00

No. (MT) of ware
potato produced
(Millions)

1.6

1.8

No. ware and seed
potato
infrastructure
established
(aggregation
centres, cold
stores)

Farm
incomes
diversifie
d

No. of Acreage
under Macadamia
increased

1,500

1,500

No. of
Acreage
under
cashew
nuts
increased

1,500

1,500

No. of
Acreage
under
coconut
increased

500

500

No. of
Acreage
under
avocado
increased

1,000

1,000

16




No. of 200 200
Acreage
under
mango
increased

[\
S

Miraa No. of
farmers water pans
livelihood constructed

s No. of 1 1
improved dams
constructed

No. of bore 1 2
holes
drilled and
equipped

Constructio 1 4
n of market
sheds for
miraa

No. of 3 2
internationa
| markets

surveyed

Source: 2021/22 Agriculture Sector Report
STATE DEPARTMENT FOR FISHERIES, AQUACULTURE, AND BLUE
ECONOMY

34) The state department’s proposed ceiling is Ksh. 10,061 million comprising of Ksh.
2,105 million recurrent and Ksh. 7,956 million development expenditure. The
approved allocation in 2020/21 is Ksh. 6,958 million comprising of Ksh. 1,995
million recurrent and Ksh. 4,964 development expenditure.

35) The proposed ceiling indicates an overall increase of Ksh. 3,103 million (45%
increase) with an increase of Ksh. 110 million (6% increase) in recurrent allocations
and Ksh. 2,992 million (60% increase) in capital allocations.

36) The department’s resource requirement in 2021/22 is Ksh. 17,454 million against a
proposed ceiling of Ksh. 10,062 million indicating a funding gap of Ksh. 7,392
million.

37) The state department implements three programmes whose proposed allocations are
as shown in the following table.

Table showing proposed Ceiling to programmes vs 2020/21 allocations

Fisheries development and management 5,614.20 9,148.2 3,534
0

General administration, planning and support 132.8 135 2

services

17




Development and coordination of Blue 1,211.90 778 (434)

economy

Total 6,958.90 10,061.2 3,102
0

Source: BPS 2021

38) The key targets to be achievement under the programmes in the medium term include:
(1) Increasing fish production from aquaculture from 12,356MT to 84,551MT.
(i) Increasing fish production from Marine Fisheries 23,286MT to 126,056MT.
(iit)  Increasing fish production from Inland Fisheries from 99,458MT to
185,964MT.
(iv)  Reducing post-harvest fish loses by 10%; and
v) Increasing fish consumption from 4.6kg to 10kg per person per year.
39) The following table highlights the 2021/22 key targets of some programmes as
provided under the 2021/22 Agriculture Sector Report.
Delivery Key Outputs Key Performance Target Target
Unit Indicators (Baseline) | 2021/22
20/21
Aquaculture | Smallholder aquaculture Number of smallholder 250 4,000
Business farmers supported with aquaculture farmers
Development | pond supported with pond
Programme rehabilitation/construction | rehabilitation/construction
(ABDP) materials materials to increase
PCU aquaculture production
base
Restocking of community | Number of fingerlings 100,000 1,000,000
Dams supported restocked in Community
Aquaculture Support Number of Aquaculture 100 300
Enterprises established Support Enterprises
(ASEs) targeting youth
established in the
implementing counties
Directorate Fish port infrastructure at Level of completion of 75% 100%
of Blue Liwatoni and Shimoni fishing port facilities at
Economy developed. Liwatoni, Mombasa
Management Level of completion of 0 30%
and fishing port facilities at

Development

Shimoni, Kwale

Source: 2021/22 Agriculture Sector Report

Observations

40) Implementation of Capital Projects-

- The implementation of the Rehabilitation of the six Fish Landing sites in Lake

Victoria have taken too long to complete because of the low budget allocations and

frequent budget cuts on the projects. The projects were initiated in September 2017

and are meant to be completed by June 2021. The six projects were at an average of
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41)

8% completion as at June 2020 having utilized Ksh. 84 million out of the expected
total cost of Ksh. 1,045 million.

The Construction of Fish Market in Mombasa and Malindi is supposed to come to an
end in June 2021 but as at June 2020, the completion of Mombasa fish market was at
24% and while that of Malindi was at 21%.

The department’s resource requirement in 2021/22 is Ksh. 11,501 million against a
proposed ceiling of Ksh. 7,689 million indicating a funding gap of Ksh. 3,812 million.
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2. DEVOLUTION AND INTERGOVERNMENTAL

RELATIONS
A.INTRODUCTION

1.1 Preamble

The Budget Policy Statement is drafted by the National Treasury and the main thrust is to
provide an avenue for engagement and discussion between the executive and the legislature on
the broad policy goals, strategic objectives, programmes, expenditure ceilings, fiscal
framework and fiscal risks that will overarch the budget in the coming financial year and in the
medium term. Further, the expenditure ceilings for the policies, programmes and projects
proposed are indicated, including costing of any proposed new policy. Therefore, Parliament
is required to analyze, consult, discuss and scrutinize this document and upon approval, it lays
the foundation for the budget estimates for 2021/22 and the medium term.

1.2 Basis of processing the BPS

The Budget Policy Statement is published in accordance with Section 25 of the Public Finance
Management Act, 2012. In preparing the Budget Policy Statement, the National Treasury is
required to set out the broad strategic priorities and policy goals that will guide the national
government and county governments in preparing their budgets both for the following financial
year and over the medium term. The National Treasury is required to include the following in
the Budget Policy Statement:-

i.)  An assessment of the current state of the economy and the financial outlook over the
medium term, including macro-economic forecasts;

it.)  The financial outlook with respect to Government revenues, expenditures and
borrowing for the next financial year and over the medium term;

iii.)  The proposed expenditure limits for the national government, including those of
Parliament and the Judiciary and indicative transfers to county governments;

iv.) The fiscal responsibility principles and financial objectives over the medium term
including limits on total annual debt.

The submission and processing of the BPS by Parliament is also anchored on Standing Orders
of both Houses which require, among other things, that the Budget Policy Statement (BPS)
should indicate total resources proposedn to be allocated to individual programmes and projects
within a sector and indicate the outputs expected from each such programme or projects during
the period.

Indeed, Standing Order Number 218 of the Senate Standing Orders assigns the Standing
Committee on Devolution and Intergovernmental Relations a mandate to “consider all matters
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relating to devolution, intergovernmental and inter county relations, governance and

management of county governments, cities, town and urban areas”.

2. HIGHLIGHTS OF THE BPS FOR 2021 AND THE MEDIUM TERM

2.1 Introduction

The 2021 Budget Policy Statement whose theme is “building back better: Strategies for
resilient and sustainable economic recovery” is prepared at a time when the world is reeling
from the continued effects of COVID-19 that has hitherto, disrupted businesses, lives and
livelihoods globally, with Kenya not being exempted. The policies contained in the BPS are
aimed at providing budgetary and fiscal policy interventions which are aimed at recovery and
sustained development beyond the pandemic. Other than the economic recovery strategies, the
government is proposing to continue implementing the “Big Four” plan as well as other
flagship projects as espoused in the Medium Term Plan III of the long term development blue
print, the Kenya Vision 2030.

Specific policies that have been identified as catalysts of recovery comprises of: rolling out of
the post Covid-19 Economic Recovery Strategy (ERS); harnessing the implementation of the
“Big Four” economic plan for jobs creation; fostering a conducive business environment
through maintenance of stable macroeconomics and business regulations; development of
critical infrastructure to facilitate ease of doing business and enhance competitiveness;
transforming economic sectors for sustainable growth; enhancing access to social services such
as education and health as well as cash transfers; facilitating county governments for enhanced
service delivery and continued structural reforms among others measures.

2.2 Review of 2020/21 performance thus far

On overall, implementation of the 2020/21 budget has been affected by continued effects of
the global pandemic which has dampened economic activities thereby occasioning revenue
underperformance. The first half year total revenue reached KSh. 800.1 billion against a target
of KSh. 907.7 billion which presents a shortfall of KSh. 107.6 billion. Ordinary revenue was
off the target by KSh. 75.8 billion. In the same period, expenditure underperformed by KSh.
67.9 billion. This half year result indicates a deficit of KSh. 362.6 billion which was financed
through net domestic borrowing of KSh. 345.4 and net foreign borrowing of KSh. 17.2 billion.

In the 2019/20 financial year, the actual Ordinary Revenue performance was KSh. 1,573.4
billion. In the current financial year, 2020/21, the revenue projection has been reduced from
the approved KSh. 1,633.8 billion to KSh. 1,594 billion. With the current financial year revenue
shortfall and continued effects of the pandemic, the realism of achieving the projected revenue
of KSh. 1,775.6 billion in 2021/22 is potentially doubtful.

2.4 Overarching Policies and targets

Some of the overall policies include: the government’s continued expenditure prioritization
and enhance revenue mobilization efforts in order to achieve fiscal consolidation path of
reducing the fiscal deficit from the current 8.7% to 3.6% of the GDP in the medium term;
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enhancement of efficiency in projects cycle through the Public Investment Management (PIM)
unit at the National Treasury; among others.

Specific policies include: rolling out of the post-COVID-19 Economic Recovery Strategy
(ERS); continued implementation of the “Big 4”; creation of a conducive business environment
by maintaining macroeconomic stability; continued investment in infrastructure to foster
competitiveness; continued investment in social sector; facilitation of county governments to
strengthen their service delivery systems; implementation of structural reforms to create
efficiency in service delivery; among others.

2.5 Overall Fiscal Framework for 2021/22

This Budget Policy Statement projects the total revenue in 2021/22 at KSh. 2,033.9 billion
(16.4% of the GDP). Ordinary Revenue is projected at KSh. 1,775.6 billion (14.3% of the GDP)
compared to KSh. 1,594.0 billion (14.3% of the GDP) projected in the current financial year,
2020/21. It is worth noting that the first half revenue has already underperformed by KSh. 75
billion. This potentially casts doubt on the realism of the revenue projection despite the
anticipation that this ambitious revenue target will be anchored on the on-going measures on
tax policy as well as enhancement of tax administration and compliance.

The overall expenditure and net lending has been projected at KSh. 3,010.0 billion which is
composed of KSh. 1,986.0 billion of recurrent and KSh. 609.1 billion of development. The
overall deficit of KSh. 930 billion including grants, will be financed through net domestic
borrowing of KSh. 662.8 and net foreign financing of KSh. 267.2 billion. This level of deficit
presents risks such as crowding out private sector investment and increased public debt burden
which in turn reduce future revenue that would be available for expenditure in government
priorities.

3.PROPOSED OVERALL EXPENDITURE FOR 2021/22 AND THE MEDIUM TERM

Table I: Baseline and proposed budget allocation for 2020/21 and the Medium Term

Summary of budget allocations for 2020/21 to 2022/23 (KSh. Millions)
. 2020/21 2021722 BPS | % Projections
Details Baseli
B s 2022/23 2023/24

National 64.6%

Government 1,871,648 1,950,377 2,047,387 2,171,405
Executive 1,816,342 1,894,576 62.8% | 1,989,844 2,112,557
Parliament 37,306 37,882 1.3% | 38,536 39,208
Judiciary 17,999 17,918 0.6% | 19,007 19,640
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CFS* 586,468 697,623 23.1% | 796,892 863,577

County 12.3%
Government** 316,500 370,000 370,000 375,000
Total 2,774,616 3,0218,001 100% | 3,214,281 3,409,982

Source: National Treasury
*domestic and foreign interest and pensions

**sharable revenue only

*** the KSh. 370 billion equitable share for 2021/22 is composed of the current baseline of
KSh. 316.5 billion; KSh. 36.1 billion on the anticipated revenue growth and KSh. 17.3 billion
from turning the four types of conditional grants to counties to unconditional, thereby
becoming part of sharable. These are: Road Maintenance Levy Fund; allocation level Ss,
compensation for user fees forgone in health facilities and the allocation to village

polytechnics.

Chart 1: Composition of the national budget

® Composition of Composition of National Budget W Executive

National Budget,

Equitable Share,
370,000, 12%

M Parliament

1 Composition of ® Judiciary
National Budget, CFS,
697,623, 23% ® CFS

m Equitable Share
L Composition of
National Budget,
Executive, 1,894,576,
63%

B Composition of
National Budget,
Judiciary, 17,918, 1%

L] Composition of

National Budget,
Parliament, 37,882, 1%

A

\

Source: PBO/National Treasury

It is noted that allocation to consolidated fund services constitutes close to one quarter of the
national budget. This is a worrying trend which would exert pressure on the future revenue

and reduce available resources.

4. DEVOLUTION MATTERS AND DIVISION OF REVENUE

4.1 Fiscal responsibility

It is noted that most counties are still struggling to adhere with the fiscal responsibility
principles as espoused in the laws. For instance, the Controller of Budget report indicates that
whereas most counties allocate at least 30% of their budget to development expenditure, the
actual implementation of the budget falls short. For instance, in the immediate previous
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financial year, only 13 counties had their actual development expenditure at 30% and above.
They are: Marsabit, Samburu, Kwale, Kakamega, Isiolo, Muranga, Wajir, Trans Nzoia, Uasin
Gishu, Kilifi, Siaya, Makueni and Homabay.

Further, it was reported that in 2018/19, only 11 counties complied with the 35% cap on wage
bill expenditure. They are: Mandera, Kwale, Nakuru, Lamu, Narok, Tana River, Uasin Gishu,
Kilifi, Nyandarua, Marsabit and Kericho. To address this situation, robust oversight by the
legislature at both levels of government on these issues would be paramount.

4.2 Counties Own Source Revenue

Achievement of the On Source Revenue has been a major challenge by counties. In 2019/20,
only five (5) counties (Homa Bay, Taita Taveta, Machakos, Lamu and Bomet) managed to
surpass their targets. Seven counties failed to realize even half of their revenue targets. These
are: Kisii, Kajiado, Wajir, Siaya, Nandi and Meru.

On overall, the actual Own Source Revenue was KSh. 35.8 billion whereas the target was
KSh. 54.9 billion which represents 65% performance. Even with this dismal performance, the
main focus should be in ascertaining the capacity of county Assemblies with regards to the
scrutiny of revenue forecasting and subsequent approval. The other issue is whether revenue
potential is known for each county, which should be the basis of projections.

4.3 Fiscal risks

The county governments are still grabbling with the management of fiscal risks such as
successful settlement of pending bills. For instance, it has been reported that by close to mid
November 2020, only KSh. 39 billion of the eligible pending bills had been settled, leaving
an outstanding balance of about KSh. 12 billion. The ineligible pending bills are being
addressed though the IBEC process.

The other risk is the failure to remit pension contributions to various funds such as
LAPFUBD, County Pension Fund and LAPTRUST. The challenging in court of the
implementation of the County Governments’ Retirement Scheme Act, 2019 has compounded
the risk further.

These risks, if not managed prudently, would potentially hamper budget implementation by
counties a significant manner. Further, the non remittance of pension deductions would
jeopardize access to pension by eligible scheme members who have no role in the non
remittance.

4.4 Division of revenue

The Division of Revenue Bill, 2021 proposes to allocate an equitable share of KSh. 370
billion to county governments. This is composed of the baseline allocation of KSh. 316.5
billion; an additional KSh. 36.1 billion which is expected to be realized upon easing of the
pandemic. The other one is the additional KSh. 17.4 billion that that would arise from
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converting the existing four (4) conditional grants into unconditional. They are: the Roads

Maintenance Levy Fund; grants to level 5 hospitals; compensation for the user fees forgone
by health facilities in counties and the grant for rehabilitation of village polytechnics.
However, the approval of this proposal ought to be granted first.

Table 2: Breakdown of Counties’ Equitable Share (KSh. Millions)

Baseline 280,300 | 302,000 | 314,000 | 316,500 |316,500
Adjustment for revenue growth 21,700 12,000 2,500 - 36,100
Revenue share (RMLF; level-5 grant; - - - - 17,400
compensation for user fees forgone and

rehabilitation of village polytechnics)

Equitable share 302,000 | 314,000 | 316,500 | 316,000 | 370,000

Source: National Treasury

It has been submitted that other than the proposed equitable share of KSh. 370 billion, county

governments will continue receiving additional conditional allocations such as allocation

from loans and grants of KSh. 32.3 billion; leasing of medical equipments at KSh. 7.2 billion
and construction of some county headquarters at about KSh. 332 million. This would raise

the total allocation to county governments in the fiscal year 2021/22 to about KSh. 409.88

billion as shown in table 3.

Table 3: Breakdown of counties’ total allocation (KSh. Millions)

a) Equitable share 302,000 | 314,000 | 316,500 | 316,000 | 370,000
b) Conditional allocation, O/W
Leasing of medical equipment 4,500 9,400 7,000 6,205 7,205
Allocation from loans and grants 12,541 33,241 39,090 30,204 32,344
Supplement for construction of 605 605 300 300 332
county headquarters
Total Allocation to counties 319,646 | 357,247 | 362,889 | 352,209 | 409,881

Source: National Treasury




4.5 Horizontal revenue sharing

In terms of the horizontal sharing of revenue, the Third generation Basis which was approved
by Parliament in September, 2020 shall be applied. There are eight (8) parameters with
weights ranging from the highest which is basic share at 20% to the lowest which is urban
index. The parameters are shown in table 4 in the succeeding page.

Table 4: Third Basis for sharing revenue among the county governments

Basic Share

ii. | Population 18%

iii. | Health Index 17%

iv. | Poverty Index 14%

v. | Agriculture Index 10%

vi. | Land Area 8%
vii. | Roads Index 8%
viii. | Urban Index 5%

However, each conditional allocation shall be apportioned based on its objectives, criteria for
selecting the beneficiary counties as well as the basis or formula for sharing.

4.6 Intergovernmental fiscal transfers

The national government continues to grant county governments additional resources in form
of conditional grants. For instance, between the financial years 2013/14 to 2019/20, a total
of KSh. 175 billion has been disbursed in adherence to the provisions of the Public Finance
Management Regulations and National Treasury guidelines.

The operationalization and administration of the Equalization Fund was suspended in 2016
with the annulment of the guidelines by the High Court due to their unconstitutionality. A
multi-agency committee has hitherto, been established and drafted new instrument, the Public
Finance Management (Equalization Fund) Regulations, 2020. Once approved by the Cabinet,
the regulations shall be submitted to Parliament for approval so as the Fund can be
operational.
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5.EMERGING ISSUES FROM PUBLIC PARTICIPATION

It has been reported that during the public engagements on the 2021/22 fiscal year budget and
the medium term, various issues regarding the sector were raised by the citizens. They are
such as: local contractors not accorded an opportunity to participate in national development
projects; the status of the county governments own source revenue policy: ensuring the
streamlining of revenue collection system in counties; timely release of funds to county
governments; sustainability of the public debt; expansion of revenue base by bringing
informal sector into the tax net; the efficacy and capacity of Contingencies Fund to handle
major risks such as Covid-19, among others.

Some of the responses given were such as the following: with regards to local contractors and
participation in national development projects, it was submitted that the Public Procurement
and Assets Disposal Act, 2015 together with its enabling Regulations do provide for
reservations of tenders to local contractors. The issue of the policy on own source revenue
was reported to have been approved by the Cabinet and disseminated to counties for input.
Further, there is a taskforce that is spearheading systems of collecting revenue by county
governments. There is also a Bill to this effect which lapsed with the 11" Parliament which is

set for reintroduction.
6.SUMMARY OF KEY ISSUES
i.)  Realism of revenue and expenditure projections

The revenue target by the National Treasury for 2021/22 is at 14.1% of the Gross Domestic
Product (GDP). This sluggish revenue growth casts doubts on the realism of the economic
growth prospects. This, coupled with increased expenditure pressures would potentially
exacerbate the challenge of keeping fiscal deficit in check. This would occasion liquidity
problems which may also strain vertical sharing of resources between the two levels of
government, ultimately causing debt sustainability problems. Again, some of the recently
reversed tax incentives have a significant implication on the performance of the economy.

ii.)  The Commission on Revenue Allocation to facilitate establishment of county revenue

potential

The Commission on Revenue Allocation in conjunction with other relevant stakeholder
should spearhead the establishment of revenue potential in all the counties. This should be the
basis of Own Source Revenue projections by county governments.

iii.)  Budget implementation reporting by the Controller of Budget (CoB)

The Controller of Budget is required, by law, to report to Parliament and the legislative
assemblies in county governments, the budget implementation status. Nevertheless, the report
ought to contain both the financial and the non-financial performance. The reporting on the




quarterly achievement of targets and key performance indicators would facilitate effective
oversight of the budget by the legislatures in both levels of government.

iv.)  Conditional to unconditional allocation

[t has been proposed that some four currently existing conditional grants will be changed to
unconditional grants and be disbursed to form part of the equitable share of revenue to county
governments. This move should be scrutinized further to ascertain the motive and efficacy.

7.POLICY OPTIONS

In view of the summary of analysis of the BPS 2021, the following policy options may be
considered by the Committee.

1. Approve the BPS as presented including the ceilings as proposed: - This can be
done if the 2021 BPS is fully in line with the Committees views including that of
stakeholders. However, Parliament has power to review policies and ceilings put
forward in the BPS (Option2).

2. Propose adjustments to the policy, programmes and ceilings: - this process will
be a culmination of analysis and engagement of the relevant agencies by the
Committees and proposing requisite amendments to the BPS.

8.CONCLUSION

The 2021 Budget Policy Statement has presented overarching key policy direction which is
the focus towards the implementation of the “Big Four” economic plan which has also been
prioritized in the Third Medium Term Plan of the Kenya Vision 2030. Further, the post
COVID-19 Economic Recovery Strategy has been prioritized. Therefore, even as the
economy is expected to emerge from the pandemic perhaps soon, the success of this policy
focus and indeed the long term development blue print will be anchored on meticulous
implementation of the planned projects and programmes through partnership and
collaboration between the two levels of government and also among the county governments.
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3.EDUCATION

Introduction

1

The 2021 Budget Policy Statement (BPS) is prepared at a time when the country is
grappling to contain the COVID 19 pandemic as well as putting in place measures to
address the adverse effects of the pandemic in the economy. The COVID 19 pandemic
has ravaged the economy resulting into loss of livelihood with the government
struggling to ensure key macro-economic variables remain stable. The National
Treasury is optimistic that the economy will turn around over the medium term with a
projected growth of 6.4% in 2021.

The education sector is one of the most affected as a result of the COVID 19 pandemic
outbreak where learning institutions remained closed for the better part of 2020 as the
government instituted measures to contain the virus. The closure of the schools altered
significantly the academic calendar and with the resumption of learning, institutions are
struggling to recover the lost academic year. Most notably the COVID 19 pandemic
altered the period when the national examinations (KCPE and KCSE) will be
undertaken.

The pandemic has also put the government in a tight spot in terms of expansion of
infrastructure in learning institutions as well as providing Water Sanitation and Health
(WASH) facilities. The government had to allocate resources towards expansion of
infrastructure despite the economy not doing well. Though efforts have been observed,
learning institutions still have infrastructure gaps which need to be addressed and it is
expected that under BPS 2021 this is one of the government priorities in the sector.

The Basis For Processing Of The 2021 Budget Policy Statement

4. The Budget Policy Statement is one of the key budget policy documents prepared by the

National Treasury and published in accordance with Section 25 of the Public Finance
Management Act, 2012 and set the stage for budget engagement between the legislature
and the National Treasury.

In preparing the BPS, the National Treasury is required to set out the broad strategic
priorities and policy goals that will guide the national government and county
governments in preparing their budgets for the next MTEF period.

The National Treasury is required to include the following in the Budget Policy
Statement:-

a) An assessment of the current state of the economy and the financial outlook over the

medium term, including macro-economic forecasts;

b) The financial outlook with respect to Government revenues, expenditures and

borrowing for the next financial year and over the medium term;
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c) The proposed expenditure limits for the national government, including those of
Parliament and the Judiciary and indicative transfers to county governments;

d) The fiscal responsibility principles and financial objectives over the medium term
including limits on total annual debt.

Highlights of the BPS 2021 and the Medium Term

7. The BPS 2021 whose them is ‘Building back better: Strategy for resilient and sustainable
economic recovery’ outlines the broad strategic policy goals of the government intends
to pursue over the medium term. This is intended to provide the basis for preparing the
budget estimates for the next financial year and over the medium term.

8. The policy measures outlined in the 2021 Budget Policy Statement aims at stimulating
economic recovery by building on the gains made under the Economic Stimulus
Programme (ESP). The Government intends to roll out the Post Covid-19 Economic
Recovery Strategy (ERS) which will mitigate the adverse impacts of the Pandemic.
According to the National Treasury, the policies in the BPS 2021 are also anchored on
the Medium-Term Plan III of the Vision and the 2030 the “Big Four” Agenda.

(a) Overall Fiscal Framework

9. The BPS 2021 targets revenue collections including Appropriation-in-Aid (AIA) of Kshs
2,033.9 billion (16.4% of GDP)compared to estimated revenue collection of Ksh.1,849.2
billion(16.6% of GDP) in FY 2020/21.whereas the overall nominal expenditure are
projected at Kshs 3,010.0 billion which comprises of recurrent expenditure of
Ksh.1,986.0 billion and development of Ksh.609.1 billion.

(b) Deficit and Financing

10. Given the projected expenditures and revenues, the fiscal deficit (including grants), is
projected at Ksh. 930.0 billion (7.5 percent of GDP) in FY 2021/22. The fiscal deficit in
FY 2021/22, will be financed by net external financing of Ksh 267.2 billion (2.2 percent
of GDP), and net domestic borrowing of Ksh 662.8 billion (5.3 percent of GDP).

Vertical and Horizontal Division of Revenue

11. The Senate of Standing Order No. 180(e) provides that the BPS shall include the proposed
division of revenue, raised nationally, between the National Government and county
governments including proposed conditional grants, if any. Table provides a summary of
the proposed vertical allocation in the FY 2020/21 and the Medium Term.

Table 1.1: Summary of Proposed Budgetary Allocations in KSh. Millions
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FY 2020/21 FY 2021/22 FY 2022/23 FY 2022/23
Total 2,774,617 3,018,001 3,214,280 3,409,983
Of which:
(1). The Executive 1,816,342 1,894,577 1,989,845 2,112,558
(i1).The Judiciary 17,999 17,918 19,007 19,641
(111). The Parliament 37,306 37,883 38,536 39,208
2.Consolidated Fund Services 586,469 697,624 796,893 863,577
3.County Governments 316,500 370,000 370,000 375,000

Source: BPS 2021

12. The County Governments is allocated Ksh.370 billion in FY 2021/22 as equitable share
translating to growth of Ksh.53.5 billion(16.9%) compared to their 2020/21 allocation .
Growth in Equitable share is due to:

i

ii.

Adjustment of FY 2020/21 allocation by Ksh. 36.1 billion due to expected
improvements in revenue raised nationally in FY 2021/22 when the effects of Covid

19 ease; and

Converting four existing conditional grants to County Governments into Equitable
shares, and allocating the respective amounts totaling Ksh. 17.4 billion towards the
Counties’ FY 2021/22. The four conditional allocations are: Road Maintenance Levy
Fund (RMLF); the level5 hospital grant; the compensation for user fees foregone; and
the grant funding rehabilitation of village polytechnics

Table 1.2: County Governments Equitable Share of Revenue (Ksh. Millions)

Budget line 2017/18 2018/19 | 2019/20 2020721 2021/22

Baseline(allocation in 280,300 302,000 | 314,000 316,500 316,500
previous FYs

Adjustment for revenue | 21,700 12,000 2,500 - 36,100
growth
Revenue share(RMLF, 17,400

level5 hospitals grants,
compensation for user
foregone fees and
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rehabilitations for
village polytechnics

Total Equitable shares | 302,000 314,000 | 316,500 316,500 370,000

]

13. In addition to the equitable shares, County Governments will continue to receive the
following additional allocations from the national government share of revenue as a
conditional grant

i.  Leasing of medical equipment-Ksh.7.205 billion
ii.  Supplement for construction of County headquarters-Ksh.332 million

County Government will receive Ksh.6.825 billion Equalization Fund to the marginalized
areas as well as Ksh 32.3 billion from proceeds of external loans and grants, which will
finance devolved functions in accordance with the signed financing agreement for each
loan/grant.

Table 1.3: Disaggregation of County Governments’ Allocation (Ksh. Millions)

Types/level of 2017/18 2018/19 2019/20 2020/21 2021/22
allocation

Equitable Shares 302,000 314,000 316,500 316,500 370,000

Additional Conditional
allocations

Of Which

leasing of medical 4,500 9,400 7,000 6,205 7,205
equipment

Supplement for 605 605 300 300 332
construction of County
headquarters

Allocations from loans 12,541.4 33,241.9 39,089.9 30,204.3 32,344
and grants

Total County 319,646.4 357,246.9 362,889.9 353,209.3 409,881
Allocations

SALIENT ISSUES
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Conditional grants to equitable share- The BPS 2021 proposes the conversion of all
exchequer supported conditional grants into equitable share. The conditional grant in
the education sector that is proposed to be turned into equitable share is the grant
funding on the rehabilitation of village polytechnics.

Policy shift on conditional grants to Village Polytechnics — in the last four years the
National Government has been allocating Kshs 2 Billion annually as conditional grants
to counties to support village/youth polytechnics. This allocation is now being proposed
to be converted into equitable share. This implies that the counties will not be obliged
to support the village/youth polytechnics. The question that arises is whether the areas
of interventions which were being supported by the grant have fully been addressed.
For instance, what is the fate of the students in village/youth polytechnics who used to
be allocated a capitation of Kshs 15,000 from this grant.

The total allocation to county government as an equitable share of nationally raised
revenue has only increased by Ksh.36.1 billion as a result adjustment on anticipated
revenue performance during the FY 2021/22. The increased equitable growth from
Ksh. 316.5 billion to Ksh. 370 billion in FY 2021/22 is due to conversation of already
existing conditional grants into equitable share safe from Ksh.36.1 billion.

MEDIUM TERM EDUCATION SECTOR POLICIES AND PRIORITIES
According to the BPS 2021, the government policy on education in 2020/21 and over the

medium term is to support the various institutions of learning in order to expand access to
education and training which is in line with the National development agenda and quality
education for all agenda.

The 2021/22 and the medium term education sector priorities are:

i

ii.

iii.

Provide access, equity, quality and relevant education and training at all levels;

To establish, maintain and manage professional teaching and learning service at all

levels;

Formulate, review and implement appropriate policies, legal and institutional
frameworks;

Promote innovativeness and popularize research, technology and innovation in
industry and learning institutions;

Promote vibrant industry-institutional linkages in the area of skilling and
employability.

Thus, in broad terms, the government has prioritized the following areas in 2021/22 and over
the medium term to support basic, technical and higher education through:

= Infrastructure development in all learning institutions,

= Skills development and training,
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=  Teacher recruitment

= Provision of capitation to learners in primary, secondary, tertiary and university
levels of Education;

=  Provision of examination fees waivers for all KCPE and KCSE students.

The priorities outlined in the BPS 2021 are the areas which the sector has prioritized in the last
3 years thus creating consistency in terms of prioritization within the sector. Further, an
assessment of the education sector priorities outlined in the BPS 2021 indicates that broadly,
the priorities enumerated are in line with the vision 2030 and the medium term plan III as well
as the sector priorities. The MTP III of the vision 2030 envisages provision of universal and
quality education for all Kenyans and this is also a goal contained in sustainable development
‘goals.

CRITICAL AREAS OF SPENDING IN THE EDUCATION SECTOR IN 2020/21
1.1 State Department for Early learning and Basic Education

This is Department that takes care of basic education in the country. It is one of the critical
State Departments within the sector since it is implementing a number of critical priorities in
the sector among them, the free primary education, free day secondary education, examinations
fees waivers, the 100% transition policy to secondary school, the school feeding programme,
the implementation of the Competency based curriculum (CBC), implementation of the Digital
Learning Programme (DLP) as well as infrastructure support to basic institutions of learning.
The basic education sub-sector is also the largest consumer of teaching resources provided by
the TSC.

The Department is implementing four programmes in the next MTEF period and the proposed
resource ceiling is Kshs 103 billion. The proposed ceiling is largely recurrent due to resource
allocation towards two critical programmes, that is, free primary and secondary education
where all learners enrolled in public schools are provided with capitation.

Table 1.4: Proposed 2021/22 resource ceilings (Kshs Millions)

2021/22 Ceiling 2022/23 Projection 2023/24 Projection
Details

Recc | Dev Total Recc Dev | Total Recc Dev | Total
Primary 16,95 1,77 2,59
Education 5 2,809 | 19,764 | 17,030 | 7 18,807 | 19,106 | 4 21,700
Secondary 66,34 5,02 4,67
Education 3 8,103 | 74,446 | 76,943 | 6 81,969 | 78,810 | 6 83,486
Quality 4,145 | 150 | 4,295 |4229 |173 |4.402 |4315 |0 |4315
Assurance
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and

standards

General

Administrati

on

4,706

5,194

Total

92,14
9

70 4,776 | 4,795 129
11,13 | 103,20 | 102,99 | 7,10
3 2 7 5

4,924 | 4,885 |309
110,10 | 107,11 | 7,57
2 6 9

114,69

Source: National Treasury

follows in the three main programmes:

Table 1.5: Key 2021/22 targets set

Some of the key targeted outputs and performance indicators in the 2021/22 period are as

Programme

KPI

2021/22 Targets

Primary Education

No. of learner supported with
capitation

9,200,000

New classrooms constructed

90

Old classrooms rehabilitated

300

Computer labs established

8,000

Girls provided with sanitary towel

1,700,000

Learners covered under school
feeding programme

1,680,240

Secondary

Education

No. of learner supported with
capitation

3,140,203

New classrooms constructed

1,238

National schools supported by
infrastructure

45

No. of labs constructed

317
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1.2 State Department for Vocational and Technical Training

support to TVET learners through capitation as well as management of TVET teaching

This Department is in charge of the Technical Education where the key areas where resources
have been directed is on supporting TVET institutions through infrastructure improvement,




resources (TVET instructors). The Department is implementing three programmes where the
proposed resource ceiling is Kshs 23.4 Billion. The key programme is the Technical
Education and Training where the resources are towards capitation, infrastructure
development and compensation for TVET instructors.

Table 1.6: Proposed 2021/22 ceilings (Kshs Mins)

2021/22 Ceiling 2022/23 Projection 2023/24 Projection
Details
Recc Dev | Total | Recc Dev | Total | Recc Dev | Total
Technical
Vocational
Education and | 18,65 | 4,51 |23,17 | 18,98 |[4,33 |23,32 | 19,32 |3,93 | 23,25
Training 5 8 3 7 4 1 7 0 7
Youth
Training and
Development | 39 10 49 40 20 60 41 39 80
General
Administratio
n 133 0 133 138 0 138 142 0 142
18,82 | 4,52 | 23,35 | 19,16 | 4,35 | 23,51 | 19,51 |3,96 |23,47
Total 7 8 5 5 4 9 0 9 9

Some of the key targeted outputs and performance indicators in the 2021/22 period are as
follows:

Table 1.7: Key 2021/22 targets set

Programme KPI 2021/22 Targets
No. TVET trainees receiving HELB | 216,000
Loan
No. of TVET learners receiving 216,000
capitation

Bl % completion level of TTI’s under 100

GOK/AFDB

30
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1.3 State Department for University Education and Research

The Department covers the higher education subsector where the key areas of spending is on
capitation to university students, allocations to HELB for students’ loans, research and

development as well as infrastructure development in public universities.

The proposed ceiling for this Department is Kshs 99 Billion where the priority programme is
the university education with a proposed ceiling of Kshs 98.6 billion as indicated below.

Table 1.8: Proposed 2021/22 ceilings (Kshs Mins)

2021/22 Ceiling 2022/23 Projection 2023/24 Projection
Details

Rec Dev Total Rec Dev Total Rec Dev Total
University
Education 94,288 | 4,360 | 98,648 | 96,951 | 5,384 | 102,335 | 100,119 | 7,329 | 107,448
Research,
Science and
Technology 894 211 1,105 1,737 | 391 2,128 2,239 523 2,762
General
Administration | 226 0 226 311 0 311 337 0 337
Total 95,408 | 4,571 | 99,979 | 98,999 | 5,775 | 104,774 | 102,695 | 7,852 | 110,547

Source: National Treasury

Some of the key targeted outputs and performance indicators in the 2021/22 period are as

follows:

Table 1.9: Key 2021/22 targets set

Programme KPI 2021/22 Targets
No. of government sponsored 275,077
students in public Universities
No. of students awarded loans 240,167

) ) No. of government sponsored 33,555
University . . . ..
, students in private Universities

Education

No. of research projects funded 250

1.4 State Department for Post Training and Skills Development




The proposed ceiling for this Department is Kshs 268 Million where the priority programme

is General Administration, planning and Support services. The Department main mandate is
to provide opportunities where graduates at various levels can learn both work and
entrepreneurial skills in readiness to join the work environment.

However, given the proposed ceiling to this Department in 2021/21 and given its historical
budgetary allocation since establishment in 2018, the Department has not been able to deliver
on its mandate. The allocations have only been towards salaries which is not its core
mandate.

Table 2.0: Proposed 2021/22 ceilings (Kshs Mlns)

2021/22 Ceiling | 2022/23 Projection 2023/24 Projection
Details

Recc | Dev Total | Recc | Dev | Total | Recc | Dev | Total
General
Administration | 137 0 137 142 0 142 147 0 147
Workplace
Readiness
Services 81 0 81 81 0 81 82 0 82

Post Training
Information
Management 50 0 50 50 0 50 50 0 50

Total 268 0 268 273 |0 273 279 0 279

Source: National Treasury
2. TEACHERS SERVICE COMMISSION

The Commission is in charge of management and recruitment of teaching resources for
primary, secondary and teachers training colleges. The Commission is implementing three
programmes in the MTEF period. The proposed resource allocation for the Commission is
Kshs 281 Billion and the priority programme is teacher resource management with an
allocation of Kshs 273 Billion.

Table 2.1: Proposed 2021/22 ceilings (Kshs Millions)

2021/22 Ceiling 2022/23 Projection 2023/24 Projection

Details e De De

Recc v Total Recc v Total Recc v Total
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Teacher

Resource 272.63 273,23 | 273,45 273,99 | 278,96 279,24

Management | 0 600 | 0 6 535 |1 6 275 |1

Governance

and Standards | 1020 0 1,020 1020 0 1,020 1020 0 1,020

General

Administratio

n 7,409 45 7,454 7,648 62 | 7,710 7,842 87 | 7,929
281,05 281,70 | 282,12 282,72 | 287,82 288,19

Total 9 645 | 4 4 597 | 1 8 362 | 0

Some of the key targeted outputs and performance indicators in the 2021/22 period for the

Commission are as follows:

Table 2.2: Key 2021/22 targets set

Programme KPI 2021/22 Targets
No. of primary school teachers 4,920
recruited
No. of primary school interns 4,300

Teacher Resource :
recruited

Management
No. of secondary schools teachers 20,006
recruited
No. of secondary school interns 6,000
recruited

The Teachers Service Commission allocation for the Teacher Resource Management
programme has increased by Kshs 10 Billion compared the current financial year (2020/21).
Given the annual wage drift for the Commission which is above Kshs 6 billion annually, the
targets set seem unrealistic. Thus, these targets are too ambitious and cannot be met. Hence
the Commission needs to adjust the targets to reflect the available resources.

SUMMARY OF KEY ISSUES: POLICY AND BUDGETARY
The following are the key issues arising from the BPS 2021:

i.  No policy to address COVID 19 issues in learning institutions- There is no policy
as well as accompanied resources outlined in the education sector to address the
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ii.

COVID 19 challenges especially in at basic education level e.g provision of

facemasks to school going children.

Infrastructure allocation seems to be business as usual, that is, incremental despite
the COVID 19 risks to learners where more resources need to be provided towards
infrastructure support to ensure that COVID 19 protocols are observed in schools.

The National Government and County Government should collaborate in
establishment of ECD policies which is basically the mandate of County government
especially during the time of the pandemic.

County Government should prioritize funding of village polytechnic as there may
be very minimal support from the National Government for the activities initially
supported with conditional grants

40



4. ENERGY
INTRODUCTION

1.

The Budget Policy Statement is published in accordance with Section 25 of the Public
Finance Management Act 2012.In preparing the BPS, the National Treasury is
required to set out the broad strategic priorities and policy goals that will guide the
National Government and County governments in preparing their budgets both for
the following financial year and over the medium term. The National Treasury is
required to include the following in the Budget Policy Statement:-

An assessment of the current state of the economy and the financial outlook over the
medium term, including macro-economic forecasts.

The financial outlook with respect to Government revenues, expenditures and
borrowing for the next financial year and over the medium term

The proposed expenditure limits for the national government, including those of
Parliament and the Judiciary and indicative transfers to county governments

The fiscal responsibility principles and financial objectives over the medium term
including limits on annual debts.

The Submission and processing of the BPS by the Senate is anchored in Standing
Order No.180.It provides that upon being laid in the House, the Finance and Budget
Committee is to deliberate on the BPS to submit a report to the House for
consideration and approval. In line with the provision section 25 (9) of PFM Act 2012,
this should be undertaken within 14 days from the time the BPS is tabled.

The Second schedule of the Senate Standing Order assigns the Standing Committee
on Energy the mandate to consider matters related to exploration; development,
production ,maintenance and regulation of energy. Pursuant to the assignment, the
Committee has a role to scrutinize the proposed sectorial ceilings and the associated
budgetary policies, programmes and the envisaged objectives. The scrutiny of the
BPS also need to assess the comprehensiveness, realism and effectiveness of planned
programmes.

The two votes: Vote 1152 (State Department for Energy); and Vote 1193 (State
Department for Petroleum) as well as the SAGAs domiciled in the two State
Departments.

HIGHLIGHTS OF THE 2021 BPS

5. Premised on the theme Building Back Better: Strategy for resilient and sustainable

economic recovery, the 2021 BPS is founded on a raft of priority economic policies
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aimed at stimulating economic growth , promoting job creation, reduction of poverty
,protection of vulnerable groups and businesses ,among others. To realize the
envisaged policy intentions in the FY 2021/22 and in the Medium Term, the
government plans to :

i.  Roll out post Covid 19 Economic Recovery Strategy
ii.  Harnessing the implementation of the Big Four Agenda

iii.  Fast track the development of critical infrastructure in the country such as roads, energy
and water, rail to reduce the cost of doing business and to facilitate competitiveness.

iv.  Foster a clean and secure business environment by maintaining macroeconomic
stability, enhancing security and improving business regulations.

v.  Improve access to education, strengthen healthcare systems cash transfer to support
members of our society.

Overall Resource Ceilings (FY 2021/22 and Medium Term)

6. Expenditure :The total proposed resource allocation to the various spending agencies
and the County Government for the period FY 2021/20 is proposed to rise by 9% to
Ksh. 3.018 Trillion (up from Ksh. 2.773 Trillion). This is made up of Ksh.1.894
Trillion for the Executive, Ksh. 38 Billion for Parliamentary Service Commission,
Ksh.18 Billion for the Judiciary and Ksh.370 Billion to the County Governments and
Ksh.697 Billion for the Consolidated Fund Services.

7. Revenue: The revenue collection including Appropriation in Aid (AiA) is projected
to increase to Ksh. 2,033.9 Billion (16.4 percent of GDP) up from the estimated
Ksh.1, 849.2 Billion (16.6 percent of GDP) in the current FY 2020/21. The revenue
from tax (ordinary revenue) are expected to amount to Ksh.1, 775.6 Billion (14.3 %
of GDP) in the FY 2021/22 from the estimated Ksh.1, 594.Billion in the current FY
Year.

8. The Deficit Financing: The projected resultant fiscal deficit (including grants) stands
at Ksh.930 Billion (7.5% of the GDP) in the FY 2021/22 which translates to a 4%
reduction considering the current FY of which it amounts to Ksh. 966.6 Billion( 8.8
% of the GDP).

Table 1: Summary of Total Ceilings in the FY (2021/22) and the Medium Term (Ksh.
Million)
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%
Variation
Approved BPS Vs
Budget BPS Approve
S/ 202021 | 202122 | 2022723 | 2023/24 | d Budget
o | Details (Ksh.M) Ksh.M) Ksh.M) Ksh.M) (%)
National
1 | Government: 1,871 1,950 2,047 2,171 4
of which:
1.1 Executive 1,816 1,894 1,990 2,113 4
1.2 Parliament 37 38 39 39 2
1.3 Judiciary 18 18 19 20 0.5
Consolidated Fund
2 | Services 586 697 797 864 18
County
3 | Government 316 370 370 375 17
Total 2,773 3,018 3,214 3,409 9

Source: National Treasury 2021 BPS

9.

REVIEW OF RECENT POLICY PRIORITIES AND CEILINGS
Expenditure Performance for the Ministry of Energy.

The highest variations in the proposed ceilings are in Consolidated Fund Services

which is planned to increase by Ksh.111Billion and the allocations to County
governments that is to rise by Ksh.54 Billion. The rise in CFS is on account of

settlement of charges on public debt and pension’s payment.

10. The budget absorption for the last three financial years has been fluctuating in the
four programmes being implemented in the Ministry of Energy. For the total
Ministerial vote, an average of 91% absorption rate has been achieved for the last

three years. Higher absorption rates have been realized in the recurrent votes than in
development votes. On average, for the last three financial years, the absorption rate

in recurrent stands at 94% while that of capital expenditure is at 88%.The table XX
provides the trend of the absorption rates

Table: Approved Expenditures vs. Actual Expenditures (Ksh. Million) and the absorption
rates for period 2017/18




Absorption rate
Category | Approved Actual (%)

2017/1 | 2018/1 | 2019/2 | 2017/1 | 2018/1 | 2019/2 | 2017 | 2018 | 2019
8 9 0 8 9 0 /18 /19 /120

Programme I: Power Generation

Rec. 810 1,559 2,206 | 803 1,512 | 2,121 |99 97 96
Devt 9,750 | 7,924 6,034 |9,171 7,547 5,503 |94 95 91
Sub-

Total 10,560 | 9,483 8,240 | 9,974 |9,059 |7,624 |94 96 93

Programme II: Power Transmission & Distribution

Rec. 793 774 3,916 | 791 772 3,439 |99 99 88
Devt 56,858 | 50,107 | 46,728 | 49,487 | 43,117 | 42,094 | 87 86 90
Sub-

Total 57,651 | 50,881 | 50,644 | 50,278 | 43,889 | 45,533 | 87 86 90

Programme III: Alternative Energy Technologies

Rec. 127 150 180 107 131 168 84 87 93
Devt 8,148 | 978 3,012 | 7,556 | 704 2,705 |93 72 90
Sub-

Total 8,275 | 1,128 3,192 | 7,663 | 835 2,873 | 93 74 90

Programme IV: General Administration , Planning and Support Services

Rec. 424 396 403 372 375 361 88 95 89
Devt 321 125 170 190 108 136 59 86 80
Sub-

Total 745 521 573 562 483 497 75 93 87
GRAND

-TOTAL | 77,231 | 62,013 | 62,649 | 68,477 | 54,266 | 56,527 | 89 88 90
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Category | Approved Actual (%)

Absorption rate

2017/1 |1 2018/1 | 2019/2 | 2017/1 | 2018/1 | 2019/2 | 2017 | 2018 | 2019
8 9 0 8 9 0 /18 /19 /20

Total
Rec.Vote | 2,154 | 2,879 6,705 2,073 |2,790 | 6,089 |96 97 90

Devt
Vote

Total

75,077 | 59,134 | 55,944 | 66,404 | 51,476 | 50,438 | 88 87 90

11.

Source: 2020 Sector working report (The National Treasury).

Over the period, the programme of Power Generation on average scored highest in
absorption rate at 94%, the programmes of Power Transmission and Distribution,
Alternative Energy Technologies and Administration, planning and support services
at 88%, 86% and 85% respectively.

. The allocations in the programme of Alternative Energy technologies have been

erratic over the period. This is exacerbated by under-absorption of the allocated
resources (86%). This impairs the achievement of the envisaged targets on areas such
as construction of hydropower projects, installations of wind masts and data loggers,
connection of solar PV in off grid areas, efficient charcoal kilns, and institutional
biogas plants. This is despite the upsurge in consumption of alternative energy
technologies such as solar. In the medium term, the projections indicate a downward
trajectory in allocations (Ksh.2.8B in 2021/22, Ksh.2 Billion in 2022/23 and 835
Million in 2023/24).

POLICY PRIORITIZATION AND CEILINGS
13.

Overtime, the government policies in the sector have consistently been anchored on
the priority to ensure efficient and reliable production and distribution of affordable,
clean and reliable energy. The policy goal for the sub-sector is therefore aimed at
closing the infrastructural gaps while improving the quality of service delivery. The
achievement of the policy goal of the sector is largely hinged on budget allocative
and operational efficiency. The thrusts of the policies in the energy sub-sector are
enshrined in the following key policies:

National Energy Policy: This aims at enhancing accessibility of affordable and
reliable electricity. The policy entails strategies on how to improve transmission
networks while scaling up power generation for increased power supply. This is
aimed at ensuring 100% access to electricity by both households and businesses by
2022(currently the access is approximated at 75%).
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II.  Feed in Tarrifs Policy The policy is premised on strategies that incentivize private
investments that are below 10 MW from biomass and biogas and small hydros
which have been allocated resources over the last medium mainly on a pilot basis
under alternative energy programme. The policy initiatives aim at acquisition of
renewable energy capacity at competitive prices for solar, wind and small hydro
projects above 10 MW.

III.  Integrated Energy Plan to National Energy Policy: This entails the integration
of the national energy plans by the National energy providers and county energy
plans within the national energy policy. The coordination therein is key for optimal
infrastructural investments while pursuing supply options with appropriate
technologies.

IV. Policy on Rural Electrification and Renewable Energy: The policy aims
enhancing electrification in rural areas and in public facilities. It also targets
improvements in reliance on renewable energy (except for Geothermal and hydros)
to close the electricity gaps.

V. National Geothermal strategy: This sets out to capitalize on exploitation potential
of geothermal in a cost effective manner.

14. An assessment of the sector policies as enshrined in the main priorities of the sub-
sector indicates that the sector priorities are linked to the overall national agenda as
planned in various budget documentations and the Vision 2030(MTP III). Some of
the envisaged projects aimed at increasing additional installed electricity capacity to
5,221MW by 2022 is expected to be achieved in various areas:

93MW from hydropower projects

913 MW from Geothermal Power projects
= 800 MW from Wind power projects

= 157 MW from Biomass Power projects

= 442 MW from Solar Power Projects

= 328 from Coal Power projects

15. The realization of the envisaged capacity is based on the alignment of the priorities
in various planning and budget documents. The documents include Vision 2030,
Sector working reports, BPS and other subsequent reports such as budget estimates.
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MTP I11(2018-22)

2020 Sector report

2021 BPS

Continuous
implementation of
the +5000 MW plan
(completion of
ongoing projects).

Enhanced grid
extension network
and upgrade.

High voltage
transmission line.

Rural electrification
and enhanced
connectivity to
households and
public institutions.

Stimulate 24 hour
economy and
catalyze the
manufacturing
sector.

Increase in
investment in
renewable and
other cheaper
sources of energy.

Generate 276.8
MW from
geothermal
resources.

Drill 24
geothermal wells,
drill 51 coal
exploration wells,
train 300 officers
on new clear
related courses.

Construct 2946
Km of
transmission lines
and 21 substations.

Connect to
electricity 762,000
new customers and
34,900 public
facilities to the
grid and 200 with
solar power.

Install 90,000
street lighting
points.

Install 6358
transformers.

Plant 350 Ha of
hydro dams water
catchment areas
with trees,

Construct 6
institutional and
900 domestic
biogas plants and

implement

Installation of
transformers in
constituencies
(2200)

Additional installed
electricity generation
capacity through
coal, geothermal,
hydro and wind.

Enhanced
connectivity through
last Mile Electricity
connectivity
(270,000).

Street lighting,
Electrification of
economic zones.

Electrification of
level 3 and 4
hospitals

Connectivity
subsidy.

Number of stand-
alone solar home
systems installed
(60,000).

Geothermal power
Generation




MTP II1(2018-22) 2020 Sector report 2021 BPS

KOSAP projects in
off grid areas.

Source: Vision 2030, 2020 Sector report and 2021 BPS

16. It is apparent from the table that the planned priorities enshrined in various budget
documents and development plans are consistently linked and are aimed at
establishing adequate, affordable and reliable energy supply.

The Proposed Ceilings in the 2021 BPS

A.Vote 1193: Ministry of Energy

17. The BPS proposes total ceilings of Ksh.78 Billion to the Ministry for the FY
2021/22. This represents a net increase of by 8% (Ksh.5.5 billion) when compared
to the current FY estimates (Ksh.72.5 Billion). The proposed ceilings are made up
of Ksh.6.6 Billion for recurrent and 71.4 Billion for development. The proposed
increase is made up of an increase of Ksh 725 Million in recurrent and Ksh.4.8
Billion in development.

18. The proposed increases are made up of Ksh.3.3 Billion in the programme of Power
Generation, Ksh 2.7 B in the programme of Power Transmission Distribution and
Ksh 50 Million in General administration and of Ksh.666 Million in the programme
of alternative energy technologies.
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19. An evaluation of the funding levels on the basis of the resource requirements and
the proposed ceilings reveal that in total, only 47% of the resource requirements in
the Ministry is proposed to be catered for. The programme of Power Transmission
and Distribution is proposed to have only 44% and that of administration, planning
and support services at 41% of the required resources funded. The Table provides
the details of variances and the level of proposed resource allocations per

programme.

Table: Ministry of Energy: Approved 2020/21 Estimates, Resource requirements &
Proposed BPS Ceilings (Amounts in Ksh.M)

Proposed
Proposed BPS ceiling

Approved Ceilings( | Variance( as a % of
Estimates | Resource 2021 under/over | Resource
2020/21 Requirement | BPS) funding Requirement

Genera

Administration,

Planning &

Support Services | 484 1,298 534 764 41%

Power

Generation 16,393 20,459 13,734 6,725 67%

Power

Transmission

and Distribution | 58,149 139,343 60,887 60,907 44%

Alternative

Energy

Technologies 3,466 3,369 2,893 697 76%

Total 72,493 164,469 78,048 69,093 47%

Source: 2021 BPS, Sector working Reports (various issues)

Analysis of Proposed Ceilings per programme:

20. The Ministry shall continue to implement Four programmes :The analysis of the

allocations per programmes are:
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Programme I: Power Transmission and Distribution

21. The programme (which is composed sub-programmes of National Grid System and

Rural Electrification) plays a critical role in evacuation and supply of high voltage
power and balances between demand and supply of electric power. The programme
is critical in ensuring equitable supply of power, reduce system losses and enhance
national grid infrastructure outreach. These are instrumental as enablers in the
realization of the Big Four Agenda through value addition in Manufacturing, and
facilitate achievement of targets in Health and Education sectors.

22. The programme is proposed to have the largest ceiling of Ksh.60, 887 Million of

which recurrent is Ksh 3,743 Million (6%) and development is Ksh.57, 144 Million
(94%) In total this represents an increase of by 8% (up from Ksh.58, 149 Million in
the current FY). Of this programme ceilings, there are two sub-programmes to be
funded namely;

The Sub-programme of National Grid System: This deals in construction of
transmission lines from substations, last mile connectivity, street lighting,
connectivity subsidy and electrification of health facilities among others.

Sub-programme of rural electrification: This deals majorly in installation of
transformers at Constituencies, electrification of public facilities, number of new
customers connected (REREC), maintenance of solar systems in primary schools.

23. Key envisaged Outputs under the programme include :

% Last Mile connectivity programme for universal electricity access by 2022 from the
current 75%.

s Setting up of 37 transmissions and 45 distribution sub-stations to improve system
reliability and reduce electricity losses.

% In order to promote a 24 hour economy and enhance security in designated areas,
110,000 areas have been set for street light installation.

s 3,082.9 Km of additional transmission lines set construction.

% 3,003 public facilities (schools, trading centres, health centres, water points and
administrative offices) to be connected to electricity.

Programme II: Power Generation

24. The programme is composed of two sub-programmes of geothermal generation and

Nuclear power generation. The programme plays a critical in role in enhancing the
power capacity. The increased energy availability has a direct impact on the
accessibility, reliability and affordability of power.
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25. The programme is proposed to have a ceiling of Ksh.13, 734 Million of which
recurrent is Ksh. 2,268 Million and development is Ksh.11, 466. In total, this
represents an increase of by 13% (Ksh 3.34 B) down from Ksh.10, 393 Million in the
current FY. The programme is composed of the sub-programmes of Geothermal

Generation, Development of Nuclear energy and coal exploration and mining.

26. The Key Output under the programme include: Power generation to be boosted from
the current 2,819 MW to 6,700 MW with major energy sources being geothermal,
coal and wind, solar and hydro.

Programme III: Alternative Energy Technologies

27. The programme is proposed to have a ceiling of Ksh.2, 893 Million a decrease of Ksh
573 Million reduction of by 6.6 % (up from 3,466 Million).

28. The programme has only one sub-programme of Alternative Energy Technologies.
Its key outputs include connection of public institutions with Solar PV in off grid
areas, installation of wind masts and data loggers, development of community small
hydropower projects, construction of domestic household biogas digesters among
others.

Programme IV: General administration, planning and support services.

29. The programme is critical in ensuring efficient and effective administrative service
delivery. The programme is proposed to have a ceiling of Ksh.534 Million of which
recurrent is Ksh. 404 Million and development is Ksh.130 Million. In total, this
represents an increase of by 10% (down from Ksh.484.4 Million in the current FY).

30. The key outputs include: Administrative services: The Sub-programme which deals
in customer satisfaction and refurbishment of Kawi House, development of
procurement and work plans, among others.

Vote 1152: State department for Petroleum

31. The BPS proposed total ceilings of Ksh.2, 985 Million to the State Department for in
FY 2021/22. This represents a net decrease of by 23% (by.Ksh.903 Million) when
compared to the current FY estimates (Ksh.3, 888 Million). The proposed ceilings is
made up of Ksh 336 Million for recurrent and Ksh.2, 649 Million for development.
The proposed decrease is in the development vote.

32. The Department implements only one programme of exploration and distribution of
Oil and Gas.

33. An evaluation of the funding leveis on the basis of the resource requirements and the
proposed ceilings reveal that in total, 80% of the resource requirements in the
Department is proposed to be catered for. Details are as shown in the table.
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Table: State Dept. for Petroleum: Approved 2020/21 Estimates, Resource
requirements & Proposed BPS Ceilings
P d P d BPS
Approved r(.)[')ose Variance( r'o.pose
) Resource Ceilings( ceiling as a % of
Estimates R ire ¢ | 2021 BPS under/over R
equiremen esource
202021 ki funding !
) Requirement
Exploration
and
Distribution | 3,644 3,753 2,985 768 80%
of Oil and
Gas
Total 3,644 3,753 2,985 768 80%

Source: 2020 Sector Working Report and 2021 BPS.

Review of the recent expenditure Performance

Table: Absorption rate: State Department for Petroleum (Amounts in Ksh. Million)

Financial Year 2016/17 | 2017/18 | 2018/19
Approved Estimates 3,073 4,145 3491
Actual Expenditure 1,657 3,032 2879
Absorption rate 53% 73% 82%

Source: 2021 Sector report
34. The key outputs under the two sub-programmes include:

¢ Under Gas and oil exploration: crude oil marketing surveys conducted, barrels
of oil delivered (under Early Oil monetization) at Kenya Petroleum Refineries
Limited (KPRL). Terminal, Petroleum Blocks created and gazette, fuel
marking, and

< Under sub-programme of Petroleum and Gas Distribution, output include:
construction of LPG cylinder outlets, distribution of LPG skids, installation of
real time monitoring devices installed in LPG filling station.

OBSERVATIONS
The key salient issues include:
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I1.

IV.

VI.

Reprioritization of programmes: The comparison between the resource

requirements and the proposed ceilings reveal a huge funding gaps for the two State
Departments. The proposed ceilings can only cater for 80% of the total resource
requirements of State department. This hard budget constraint calls for
reorganization of the priorities so that more urgent programs with highest desirable
impacts on the public services are given first priorities.

Need for enhanced budget implementation: Given that the state departments
have not been able to fully utilize their approved allocations as indicated by an
average absorption rate of 70% for the last three years, there is need for the
department to put in place measures that shall yield over 95% in absorption rate for
improved public service delivery. The Committee also need to enhance its oversight
role on budget implementation.

Policy stance on alternative energy technologies: The allocation to the
programme of exploration and distribution of gas is proposed to decline
substantially by 23%. There is need for clarification on the consistency in this area
and an enhanced monitoring and evaluation needs to be conducted to ensure
realization of the long term targets.

Realism of the targets: Assessing the pace at which some of the achievements
within the sub-sector have been realized and considering the budget and time
contraints, the realism of some of the set targets is doubtful. Achievement of some
of the targets can require substantial resource allocations and timeframe to be
achieved. Example of the unrealistic targets include :

% The target of achieving universal electricity connectivity (100% connectivity)
by 2022 under the last mile connectivity programme, it has taken several years
and substantial resources to achieve the current 75%.

++ Power generation to be boosted from the current 2,819 MW to 6,700 MW with
major energy sources being geothermal, coal and wind, solar and hydro.

Clarification on Set Targets for the FY 2021/22: The State departments need to
clarify their respective set targets based on the Key Performance Indicators (KPIs)
in the various programmes. This need arises from the fact that the planned targets
and outputs have not been comprehensively provided for (comprehensive
submission usually in form of annexure which is missing).

Evaluation of the projects under Public-Private Partnership (PPP): The sector
has several projects being executed under PPP arrangement with effective power
purchase agreements. There is need to evaluate the projects with an aim of
establishing the contingency liabilities associated with them to inform policy
directions on the same.
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S.HEALTH

Introduction

1.

The 2021 Budget Policy Statement (BPS) is prepared at a time when the country is
grappling to contain the COVID 19 pandemic as well as putting in place measures to
address the adverse effects of the pandemic in the economy. The COVID 19 pandemic
has ravaged the economy resulting into loss of livelihood with the government
struggling to ensure key macro-economic variables remain stable. The National
Treasury is optimistic that the economy will turn around over the medium term with a
projected growth of 6.4% in 2021.

This is the fourth BPS to be prepared since the introduction of the Big Four agenda in
2018 where UHC was identified as one of the Big Four agenda for the government.
Though progress has been made towards the UHC goal, some of the key elements which
were envisaged to be undertaken since 2018 have never taken off completely. For
instance the issue of reforms at NHIF has not yet kicked off 3 years down the line yet
it is a key enabler for the success of the UHC dream. There is no justification as to why
the reforms at NHIF have been delayed.

The 2021 Budget Policy Statement come at a time when countries in the world are
gearing up to COVID 19 vaccines, however there is no indication from the BPS on the
acquisition of vaccines and whether resources have been earmarked towards COVID
19 vaccines. Further there is no policy towards alternative interventions towards fight
against COVID 19 such as investments in traditional medicine which could be an
alternative to conventional medicine.

The Basis For Processing Of The 2021 Budget Policy Statement

11. The Budget Policy Statement is one of the key budget policy documents prepared by the

National Treasury and published in accordance with Section 25 of the Public Finance

Management Act, 2012 and set the stage for budget engagement between the legislature

and the National Treasury.

12. In preparing the BPS, the National Treasury is required to set out the broad strategic

priorities and policy goals that will guide the national government and county

governments in preparing their budgets for the next MTEF period.

13. The National Treasury is required to include the following in the Budget Policy

Statement:-

e)

0

An assessment of the current state of the economy and the financial outlook over the
medium term, including macro-economic forecasts;

The financial outlook with respect to Government revenues, expenditures and
borrowing for the next financial year and over the medium term;
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g) The proposed expenditure limits for the national government, including those of
Parliament and the Judiciary and indicative transfers to county governments;

h) The fiscal responsibility principles and financial objectives over the medium term
including limits on total annual debt.

Highlights of the BPS 2021 and the Medium Term

14. The BPS 2021 whose them is ‘Building back better: Strategy for resilient and sustainable

15.

economic recovery’ outlines the broad strategic policy goals of the government intends
to pursue over the medium term. This is intended to provide the basis for preparing the
budget estimates for the next financial year and over the medium term.

The policy measures outlined in the 2021 Budget Policy Statement aims at stimulating
economic recovery by building on the gains made under the Economic Stimulus
Programme (ESP). The Government intends to roll out the Post Covid-19 Economic
Recovery Strategy (ERS) which will mitigate the adverse impacts of the Pandemic.
According to the National Treasury, the policies in the BPS 2021 are also anchored on
the Medium-Term Plan III of the Vision and the 2030 the “Big Four” Agenda.

(a) Overall Fiscal Framework

16. The BPS 2021 targets revenue collections including Appropriation-in-Aid (AIA) of Kshs

2,033.9 billion (16.4% of GDP)compared to estimated revenue collection of Ksh.1,849.2
billion(16.6% of GDP) in FY 2020/21.whereas the overall nominal expenditure are
projected at Kshs 3,010.0 billion which comprises of recurrent expenditure of
Ksh.1,986.0 billion and development of Ksh.609.1 billion.

(b) Deficit and Financing

17. Given the projected expenditures and revenues, the fiscal deficit (including grants), is

projected at Ksh. 930.0 billion (7.5 percent of GDP) in FY 2021/22. The fiscal deficit in
FY 2021/22, will be financed by net external financing of Ksh 267.2 billion (2.2 percent
of GDP), and net domestic borrowing of Ksh 662.8 billion (5.3 percent of GDP).

Vertical and Horizontal Division of Revenue

12.

The Senate of Standing Order No. 180(e) provides that the BPS shall include the proposed
division of revenue, raised nationally, between the National Government and county
governments including proposed conditional grants, if any. Table provides a summary of
the proposed vertical allocation in the FY 2020/21 and the Medium Term.
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Table 1.1: Summary of Proposed Budgetary Allocations in KSh. Millions

FY 2020/21 FY 2021/22 FY 2022/23 FY 2022/23
Total 2,774,617 3,018,001 3,214,280 3,409,983
Of which:
(i)..The Executive 1,816,342 1,894,577 1,989,845 2,112,558
(i1).The Judiciary 17,999 17,918 19,007 19,641
(iii). The Parliament 37,306 37,883 38,536 39,208
2.Consolidated Fund Services 586,469 697,624 796,893 863,577
3.County Governments 316,500 370,000 370,000 375,000

Source: BPS 2021

13. The County Governments is allocated Ksh.370 billion in FY 2021/22 as equitable share
translating to growth of Ksh.53.5 billion(16.9%) compared to their 2020/21 allocation .
Growth in Equitable share is due to:

iii.  Adjustment of FY 2020/21 allocation by Ksh. 36.1 billion due to expected
improvements in revenue raised nationally in FY 2021/22 when the effects of Covid
19 ease; and

iv. Converting four existing conditional grants to County Governments into Equitable
shares, and allocating the respective amounts totaling Ksh. 17.4 billion towards the
Counties’ FY 2021/22. The four conditional allocations are: Road Maintenance Levy
Fund (RMLF); the level5 hospital grant; the compensation for user fees foregone; and
the grant funding rehabilitation of village polytechnics
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Table 1.2: County Governments Equitable Share of Revenue (Ksh. Millions)

Budget line

2017/18

2018/19

1 2019/20

1 2020/21

2021/22

Baseline(allocation in
previous FYs

280,300

302,000

314,000

316,500

316,500

Adjustment for revenue
growth

21,700

12,000

2,500

36,100

Revenue share(RMLF,
level5 hospitals grants,
compensation for user
foregone fees and
rehabilitations for
village polytechnics

17,400

Total Equitable shares

302,000

314,000

316,500

316,500

370,000

14. In addition to the equitable shares, County Governments will continue to receive the

following additional allocations from the national government share of revenue as a

conditional grant

iii.  Leasing of medical equipment-Ksh.7.205 billion

iv.  Supplement for construction of County headquarters-Ksh.332 million

County Government will receive Ksh.6.825 billion Equalization Fund to the marginalized

areas as well as Ksh 32.3 billion from proceeds of external loans and grants, which will

finance devolved functions in accordance with the signed financing agreement for each

loan/grant.

Table 1.3: Disaggregation of County Governments’ Allocation (Ksh. Millions)

Types/level of 2017/18 2018/19 2019/20 2020/21 2021722
allocation
Equitable Shares 302,000 314,000 316,500 316,500 370,000

Additional Conditional
allocations

Of Which
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leasing of medical
equipment

4,500

9,400

7,000

6,205

7,205

Supplement for
construction of County
headquarters

605

605

300

300

332

Allocations from loans
and grants

12,541.4

33,241.9

39,089.9

30,204.3

32,344

Total County
Allocations

319,646.4

357,246.9

362,889.9

353,209.3

409,881

SALIENT ISSUES

iv.

vi.

Conditional grants to equitable share- The BPS 2021 proposes the conversion of all
exchequer supported conditional grants into equitable share. The following two
conditional grants in the health sector are being proposed to be turned into equitable
share, that is, conditional grants to level 5 hospitals and compensation of user foregone
fees.

Most of the Level 5 hospitals in the country serve patients seeking health care services
across counties therefore without conditional grant support the quality of services
offered by such hospitals may deteriorate.

The total allocation to county government as an equitable share of nationally raised
revenue has only increased by Ksh.36.1 billion as a result adjustment on anticipated
revenue performance during the FY 2021/22. The increased equitable growth from
Ksh. 316.5 billion to Ksh. 370 billion in FY 2021/22 is due to conversation of already
existing conditional grants into equitable share safe from Ksh.36.1 billion.

BPS 2021 Health Sector Policies and Priorities
14. The policy for the Health sector contained in budget policy statement is the continued

support towards universal health coverage (UHC), which is one of the big four agenda

for the government. The UHC policy aims at ensuring that the entire population has

access to affordable and quality health care services by 2022. The UHC goal was

introduced in 2018 and the government envisages to enroll the entire country to
affordable health care by 2022 as indicated below.

Table 1.3: Targets set

Item

2018 2019 2020 2021 2022
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Coverage 25,740,788 33,517,183 41,616,322 49,813,085 51,572,636
(population)

Source: National Treasury (BPS 2018)

15. The various policies outlined in the BPS 2021 seem to be a build up for support towards

16.

the 100% UHC agenda that was initiated in 2018. However, there seems to be
inconsistencies between priorities outlined in the BPS 2021 and policies outlined between
2018 and 2020. For instance in terms of delivery of UHC which is a key goal in the sector,
the BPS 2021 has laid more emphasis on social insurance as the main delivery tool unlike
in the BPS 2020 which was a combination of social insurance and strengthening primary
health systems through provision of HPT’s in health facilities.

The following are the priority areas outlined in the BPS 2021 in relation to the UHC
program:

Fast tracking NHIF reforms and transform it into a national social health insurer;

Establishment of a mandatory UHC scheme to be managed by NHIF and regulated by
the Ministry of Health and act as the national scheme for all persons resident in Kenya,
notwithstanding one’s social status;

Adoption of Essential Health Benefits Package at a cost of Kshs 6,000 per household
per annum to enable Kenyans gain access to an essential set of health services at a much
lower cost. The package is envisaged to cover several areas including outpatient and
inpatient services, communicable and non-communicable disease management,
maternity, dialysis, radiology, mental health, minor and major surgery, substance abuse
rehabilitation, emergency services and cancer treatment, among others;

Provision of health insurance cover to initially one million households who are
vulnerable and unable to meet even that low cost premium. The identification of these
one million households is done by the Ministry of Health and the Ministry of Labour
and Social Protection;

Fostering partnerships with the County Governments to realize the goals of UHC.

The rolled out the UHC insurance scheme which will consolidate all the state sponsored
schemes into UHC scheme (HISP OVC, Elderly, PWD, Linda Mama, Edu-Afya). The
UHC insurance scheme, a one single national scheme will achieve equity and efficiency
through effective cross-subsidization across the poor and rich and across the sick and

healthy.

The establishment of the UHC fund to ensure seamless operations of the UHC agenda
and that the UHC fund regulations are being drafted.
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17. The other key priorities outlined in the BPS 2021 which is continuity from the priorities

outlined earlier are:

= Improvement of maternal, new born and child health services; reduce malaria related

mortality in Kenya;

= Enhance early diagnosis and management options for cancer and renal diseases through

the recently launched oncology center at Kenyatta University Teaching, Research and

Referral Hospital.

= Prioritization of cancer treatment services through the establishment of 10 cancer

centers across the country to manage the cancer burden.

* Focus on the mental illness which has increasingly caused serious national distress and

anguish across the country. This will be done through the establishment of an ultra-

modern National Mental Health Hospital by elevating Mathari National Teaching and

Referral Hospital as a semi-autonomous specialized hospital.

An assessment of the health sector priorities outlined in the BPS 2021 indicates that the
priorities enumerated are in line with the key national policy documents such as the vision 2030

and the medium term plan III as well as the Health sector priorities. The vision 2030 envisages

provision of quality and affordable health care for all Kenyans.

The MTP III envisions provision of healthcare that guarantees quality health care, the

sustainable development goals target to have universal health care whereas the BPS 2020 goal

is to provide Universal Health Coverage by 2022.

a) Health Sector proposed ceilings

18. The sector plans to continue implementing the existing five programmes in 2021/22

financial year given that policy prioritization in 2021 and over the medium term fits well

within the five programmes. The proposed allocation to the sector is Kshs 112.5 billion.
The allocation is expected to increase to Kshs 115.2 Billion in 2023/24. Table 1.4 gives
the proposed budget ceilings (recurrent and development) for 2021/22 financial year and

the projections within the medium term broken down to various programmes being

implemented by the Ministry.

Table 1.4: Proposed resource ceilings (Kshs Millions)

2021/22 Ceiling

2022/23 Projection

2023/24 Projection

Programmes

Recc Dev Total Recc Dev Total Recc Dev Total
Preventive,
Promotive and | 4,149 14,884 19,033 4,338 12,011 | 16,349 | 4,587 12,243 | 16,830

RMNCAH
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National

Referral and
specialized

services

35,774

11,475

47,249

34,908

12,761

47,669

36,560

2,508

39,068

Health
Research and

Development

9,684

588

10,272

9,542

1,202

10,744

9,695

1.067

10,762

General
Administration
and Planning

7,617

1,060

8,677

7,127

568

7,695

7,344

7,344

Health Policy,
Standards and
Regulations

7,835

19,506.2

27,341.2

10,972

16,398

27,370

11,044

30,208

41,252

Total

65,059.5

47,513.2

112,572.7

66,887

42,940

109,827

69,230

46,026

115,255

Source: National Treasury

19. The key priority programme in the sector is the National referral and specialized services
with an allocation of Kshs 47.2 billion. This programme relates to financing of National
referral facilities in the country which is a key national government function. The other
priority programme is the health policy standards and regulations with a proposed
allocation of Kshs 27.3 billion. This is the programme that is directly in charge of
implementation of the UHC and other social protection programmes such as HISP.

SUMMARY OF KEY ISSUES: POLICY AND BUDGETARY

The following are the key issues arising from the BPS 2021

20. Vaccines for COVID 19- There is no mention in the BPS 2021 regarding the availability

21.

22.

of vaccines for COVID 19 and whether it is one of the government priorities in 2021/22
and over the medium term;

Identification of Million Households to be provided with health insurance cover- the
BPS envisaged the identification of one million vulnerable household by the Ministry of
Health, Labour and Social Protection to be provided with health insurance cover, however
the BPS does not indicate the guiding criteria on the identification of the household across
the country for purpose of enhancing equity.

Investment in alternative medicine in dealing with COVID 19- there is no investment
in alternative medicine solutions towards response against the COVID 19. There is need
to invest in research and policy formulation on use of alternative (herbal) medicine as a
complement to conventional drugs. This is a key component of the natural products
initiative which is part of vision 2030. The initiative advocates for investment in building




-~

23.

24.

25.

26.

27.

capacity for value addition to the enormous biodiversity in the country, estimated to have
high medicinal, cosmetic and nutritional value.

Reforms at NHIF- To support the UHC goal, the government intends to modernize
NHIF systems and improve governance structure through legal and institutional reforms
in order to transform it into a social health insurer. However, since 2018 when the UHC
agenda was introduced, no tangible reforms have been undertaken in this critical
institution as envisaged.

Level 5 hospitals act as referral hospitals and serves patients seeking health care services
across the county .therefore the relevant counties can collaborate on the management of
the hospital since the exchequer supported conditional grant earmarked for level 5
hospitals has since been converted to supplement county equitable share of revenue.

Change in UHC policy- strengthening of primary health systems seems not be to given
attention whereas previously UHC was to be achieved through a combination of
insurance system and strengthening of primary health care facilities through provision of
HPT’s.

Contributory pensions- As a policy, the contributory pension schemes be brought on
board in terms of providing medical scheme through the NHIF platform to cover the post
retirement period for their members. This will expand the pool of resources available for
UHC;

Public private partnerships projects (PPP’s) — given the limited resources which
constraint the sector from fully actualizing its goals and priorities, PPP’s need to be
explored within the sector especially in supporting key projects including the completion
of on-going projects.
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I.

6.INFORMATION COMMUNICATION AND TECHNOLOGY

INTRODUCTION

Overview and Purpose of the Budget Policy Statement (BPS)

1.

The Budget Policy Statement (BPS) for FY 2021/22 and the Medium term has been
submitted on the backdrop of subdued economy occasioned by the compounding
impact of the novel Corona Virus (COVID-19). The health pandemic adversely
affected global output and continues to disrupt global supply chains and trade, travel
and other economic activities particularly small and medium enterprises.

Moreover, and despite incipient recovery trend from the knock-off impact of the
containment measures, the slow recovery pace is likely to persist particularly in low
and middle income countries on account of continuous but relaxed containment
measures and the challenges of supplying and administering vaccines.

The International Monetary Fund (IMF) projects contraction of 4.9 percent in 2020
from a growth levels of 2.9 percent in 2019. Locally, growth outputs contracted by 5.7
percent in the second quarter of 2020 compared to 4.9 percent in the first quarter,
largely due to significant contraction in the services and industry sub-sectors during
the initial pandemic outbreak. This has also exacerbated debt vulnerabilities
substantially affecting budget execution including transfers to counties due to revenue
underperformance and mounting priority obligations (majorly debt services). To
partly stymie debt linked fragilities facing the economy, the country continues to
utilize the Debt Service Suspension Initiative (DSSI) through multi-lateral
arrangements (The IMF and World Bank) which is expected to be key fiscal support
measure in the medium term as well as basis to evaluate trends and predictable flow
of fiscal transfers (equitable share) to counties and extent of compliance or deviation
from senate approved cash flow plans.

Following substantial easing of the containment measures, economic activities
improved in the third and fourth quarters of 2020, albeit within negative growth rates.
In the fiscal year under considerations, the 2021 BPS projects the economy to bounce
back to 6.4 percent compared to estimated output performance of 0.6 percent in
2020

! real economic growth is projected to have contracted by -0.1% in 2020 (IMF, Feb 2021)
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The purpose of the Brief and the Mandate of the Committee

5. This brief provides brief analysis of the 2021 BPS covering the medium term and in
particular the agencies under the purview of the committee (ICT sector).

6. The scrutiny of the BPS by the Committees thus provides the legislative avenue to
inform the budget at policy level towards finalization of estimates and programme
outputs including at county level. The scrutiny primarily to assess the
comprehensiveness, realism and effectiveness of planned programmes and proposed
policies.

7. The Senate Standing Committee on Information and Communication is established
under the Standing Order 218 (and Second Schedule) to consider all matters relating
technology, engineering and electronic research, information, and broadcasting and
Information Communications Technology (ICT) development. The two main votes
under the purview of the Committee include:

a. Vote 1122: State Department for ICT & Innovation.

b. Vote 1123 : State Department for Broadcasting & Telecommunications.

The Legal Basis for Processing of the BPS

8. The Budget Policy Statement is one of the key budget documents prepared by the
National Treasury and published in accordance with Section 25 of the Public Finance
Management Act, 2012.

9. The National Treasury is required to set out the broad strategic priorities and policy
goals that will guide the national government and county governments in preparing
their budgets for the next MTEF period. Consequentially, approved BPS informs the
Division of Revenue (Bill) dividing national revenue between the two levels of
government. The National Treasury is required to include the following in the Budget
policy Statement.

1) An assessment of the current state of the economy and the financial outlook
over the medium term, including macro-economic outlook.

i) Financial outlook with respect to Government revenues, expenditures and
borrowing for the next financial year and over the medium term.

iii) The proposed expenditure ceilings for the 3 arms of Government and
indicative transfers to County Government.

iv) The fiscal responsibility principles and financial objectives over the
medium-term including limits on total annual debt.
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V) The total resources to be allocated to individual programmes and projects
within sector, ministries, departments and agencies indicating outputs

expected during the period.

10. Section 25(2) of the Public Finance Management Act 2012 require the National
Treasury to submit the BPS to Parliament by 15" February each year.
Parliament is expected to consider the same within 14 days after its submission with
or without amendments as stipulated in Section 25(7) of the PFM Act 2012 and the
Senate Standing Orders (S.0. 180). Consequently, The Cabinet Secretary shall take
into account the Resolution passed by the Senate in finalizing the budget for the
relevant financial year (2021/22).

11. The BPS is thus a key budget documents that is subject to consultation on budget and
economic matters and in particular between the Legislature and the Executive arms of
government and between both Houses and its respective committees

REVIEW OF SECTOR POLICIES AND PRIORITIES
12. The main objectives of the policies of underpinning the sector are to enhance

accessibility, reliability and affordability of ICT and digital services?. The policy
thrust has informed the enhanced investments in development of the requisite ICT and
digital infrastructure to facilitate E-commerce and delivery of public services, to a
large extent provided enabling role to the economy particularly at the height of the
containment measures. Some of the key policies in the sub-sector include:

(a) The Kenya National ICT Policy: Outlines requirements for the design, development,
acquisition, deployment, operation, support and evolution of public and private ICT Sector.
The policy identifies key focus areas, namely, requisite ICT infrastructure, market (enhanced
digital economy), Skills and Innovation (world class research), public service delivery (E-

Government Services).

(b) The Digital Economy Blueprint: Provides framework to improve Kenya’s ability to
leapfrog digital growth. It is based on the national priorities as articulated by Kenya Vision
2030 and the Big Four Agenda. The aim is to make Kenya a globally competitive and
informed society that effectively participates in the knowledge based economy and it
identifies ICT as a key enabler. The blue print identifies five pillars- Digital Government,
infrastructure, innovation-driven entrepreneurship and digital skills and values - as
foundation for the growth of a digital economy.

(¢) The National Broadband Strategy (NBS) 2023: This is aimed at transforming Kenya
into a knowledge based economy through provision of quality broadband services to all
citizens in the country. By implementing it, the government aims at increasing access to
broadband coverage to 100% of the population by 2023, increase digital literacy in schools
and in workplaces. This includes also the expansion of the broadband in the 47 counties.

2 These objectives are also core and inline with the universal internet design principles of openness, access
including affordability and end-to-end communication.
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However, investment made so far under this strategy have not met it is expected performance
indicators with counties most affected. The expansion and maintenance of fiber cables to
county headquarters and sub-headquarters have faced considerable change inters of
reliability, maintenance and sustainability concerns of the underlying financing framework.

13. In view of the imperative for universal access to ICT services, connectivity is key
particularly to broadband across the major towns, in which the current infrastructure
to enhance access has been development to 60% by both government and private
sector.

14. Some of the key interventions over the years include:

)

¢ County Connectivity Project (CCP) and the National Optic Fibre Backbone
Infrastructure (NOFBI) Il with later indicating connectivity with fiber
broadband network by 2017.

*¢ Government Common Core Network (GCCN) Extension

* Government Data Centre (GDC) Upgrade Government Private Cloud , with an
upgrade both in capacity and support applications from government, data
consolidation and data sharing within government.

¢ Local Area Network (LAN) cabling
s Network Operation Center (NOC)
% 4G Networks through government licensed telecommunications operators

¢ Analogue to Digital TV Migration with ongoing rollout in public digital
infrastructure (with further commitment under the the 2020 BPS)

“* Migration from Medium Wave to FM Radio Transmission

¢ Universal Access to ICT Services - Basic Voice Infrastructure and Broadband
connectivity where role play by the Communication Authority is key

¢+ National Information Security

¢ One Network Area Programme, with key objective including harmonized
EAC rates for outgoing calls and eliminating charges for incoming for ease of
doing business. However, this needs to be reviewed to ensure commitment and
curtail non-compliance by telcos.

15. Other policies under broadcasting and telecommunication is towards achievement of
universal access to information and communication services in the country which
include telecommunications policy, broadcasting policy , development of local
content, centralized government advertisement through the Government Advertising
Services
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Moreover, summary review of sector priorities contained in the second MTP, 2019/2020
sector report and the previous BPS reflect consistency and predictability in sector funding.
However, there is need to ensure consistency in target achievements and reported outputs so

as to evaluate programme performance to primarily inform subsequent allocations and

strengthen effectiveness of sector policies.

I. REVIEW OF PAST SPENDING PERFORMANCE

(A) State Department for ICT and Innovation

16. In the recent past, the sub-sector utilized its allocated resources and undertook various

activities within its programmes. Key among the achievements realized in the sub-

sector during the previous MTEF in include:

a)

b)

9)
d)

2,500 Km National Optic Fibre Backbone Infrastructure (NOFBI) phase 1
expansion connecting sub-counties, hospitals and police stations

Increased access to ICT infrastructure and connectivity through roll out of the
Basic Voice Infrastructure in 67 sub-locations in the un-served areas.

Konza complex Phase I Office Block completed.

Deployment of public digital TV broadcasting Infrastructure to enhance
national coverage to the current level of 92%.

Communications and Multimedia Appeals Tribunal established and

operationalized.

Established 135 Constituencies Innovation Hubs across the country to provide
free Wi-Fi and internet access.

g) The National ICT policy finalized.

17. The budget allocations for the last three financial years (2017/18, 2018/19 and

2019/20) for the department have been unstable, with below target absorption rates.

The under absorption results into missed opportunities to deliver planned public

services. The rate of absorption for the State Department for ICT and Innovation has

been on a downward trend at 89%, 87 and 78% respectively (averaging at 85%). The
table 3 details the trend of absorption rates.

Table 3: Absorption rate for the State Departments for ICT & Innovation (%), Amounts in

KSh.Millions
Program Approved Budget Actual Expenditure Absorption rates (%)
2017/1 | 2018/1 | 2019/2 | 2017/1 | 2018/ | 2019/ | 2017/ | 2018/ | 2019/2
8 9 0 8 19 20 18 19 0
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Table 3: Absorption rate for the State Departments for ICT & Innovation (%), Amounts in

KSh.Millions

Program Approved Budgef Actual Expenditure Absorption rates (%)

2017/1 | 2018/1 | 2019/2 | 2017/1 | 2018/ | 2019/ | 2017/ | 2018/ | 2019/2

8 9 0 8 19 20 18 19 0
General Admin 243 302 264 193 219 237 79 73 90
E-Government 1,206 | 3315 |3.552 |909 1,619 | 1,553 |75 |49 |44
Services

1
ICT Infrastructure | 11,65 21.493 | 16.650 | 10,554 19,90 3,99 91 93 84
Development 5 0 7
tilm. Dov 0 0 1,061 |0 0 985 93
Services
7

Total :3’10 25,110 | 21,527 | 11,656 ;1’ 2 ;6’77 89 87 78

Source: 2020 sector report , The National Treasury.

(B) State Department for Broadcasting and Telecommunications

18. The Broadcasting and Telecommunication in the recent past has had a modest rise in

its absorption rates. Indeed, the rates have been 81%, 87% and 88% in 2017/18,

2018/19 and 2019/20 (average of 85%). The table 4 shows the expenditure

performance.

Table 4 : Budget Absorption rates for State Department for Broadcasting and

Telecommunication, Amounts in KSh.Millions

Approved Budget

Actual Expenditure

Absorption rates (%)

Program
2017/1 | 2018/1 | 2019/2 |2017/1 | 2018 | 2019/2 | 2017/ | 2018/ | 2019/2
8 9 0 8 /19 0 18 19 0
Gen Admin 329 254 215 293 241 201 89 95 93
Information and 4.77
Communication 3,154 5,614 4,763 2,522 2’ 4,134 80 85 87
Services
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Table 4 : Budget Absorption rates for State Department for Broadcasting and
Telecommunication, Amounts in KSh.Millions

Approved Budget Actual Expenditure Absorption rates (%)
Program

2017/1 |2018/1 |2019/2 |2017/1 |2018 | 2019/2 | 2017/ | 2018/ | 2019/2

8 9 0 8 /19 |0 18 19 0
Mass Media
Skills 260 457 393 207 441 | 334 80 96 85
Development

5,45

Total 3,743 | 6,325 5,371 3,022 4 4,669 | 81 86 87

Source: 2020 Sector report
II. HIGHLIGHTS OF THE 2021 BPS

19. The theme of the policy document being “Building Back Better: Strategy for Resilient
and Sustainable Economic Recovery” takes into account, as also noted earlier, the
post COVID-19 pandemic strategies and revival of the economy to beyond pre-
pandemic growth levels in the medium term.

20. The policy measures outlined in the 2021 Budget Policy Statement aims at stimulating
economic recovery, building on incipient gains under the Economic Stimulus
Programme and further roll-out of Post Covid-19 Economic Recovery Strategy and
through ‘stable macroeconomic environment, turn around in trade as economies
recover from Covid-19 Pandemic and expected favorable weather that will support
agricultural output’. However, these may be evaluated against specific sector policies
and actionable indicators such as roads and transport to determine its efficacy in
achieving expected outcome.

21. As per the proposed BPS, to primarily stimulate growth and promote job creation,
among other macro targets, the government will:

1) Roll out the Post-Covid-19 Economic Recovery Strategy;
2) Implement the “Big Four” Agenda for job creation;

3) Foster a secure and conducive business environment by maintaining
macroeconomic stability, enhancing security; improving business regulations;

4) Fast track development of critical infrastructure in the country such as roads,
rail, energy and water, among others, so as to reduce the cost of doing
business as well as promote competitiveness;

5) Transform economic sectors for broad based sustainable economic growth;
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22.

23.

24.

25.

6) Improve access to education, strengthen health care systems and enhance cash
transfers to support the vulnerable members of our society;

7) Support youth, women and persons with disability to enable them actively
contribute to the economic recovery agenda;

8) Facilitate the County Governments in strengthening their systems to enhance
service delivery;

9) Implement various structural reforms to enhance the efficiency of public
service delivery while at the same time ensuring accountability for better
macroeconomic and fiscal stability, sustained credit ratings, improved fiscal
discipline and minimized corruption.

With regards to specific interventions under the ICT....
Overall Fiscal Framework

The BPS 2021 projects revenue collection including Appropriation-in-Aid (A.i.A) to
increase to KSh 1,985.2 billion (15.9 percent of GDP) up from estimated KSh 1,829.2
billion (16.4 percent of GDP) in the current FY 2020/21. Whereas share of
government expenditure relative to GDP for FY 2021/22 is projected to decline to
23.7 percent, the overall nominal expenditure and net lending is projected to
marginally increase to KSh 2,968.9 billion from current estimates of KSh 2,878.1
billion (25.9 percent of GDP).

Proposed overall expenditure component consist of recurrent (KSh 1,975.2 billion or
15.8 percent of GDP) and development (KSh 611.0 billion or 4.9 percent of GDP).
Fiscal deficit (including grants) is projected at KSh 930.05 billion (7.5 percent of
GDP) in FY 2021/22, to be financed through net external borrowing amounting to
KSh 267.27 billion (2.2 percent of GDP) and net domestic borrowing of KSh 662.77
billion (5.3 percent of GDP) (See also Annex I for a summary fiscal framework).

Moreover, figures provided under the CFS may require further review as they are
below revised levels of approximately KSh 1,073.71 billion?.

Table 5 provides a summary of proposed MTEF allocation, in KSh million.

Table 5 : Summary of Proposed MTEF allocations, Amounts in KSh.Millions

Projections
2021/22 1
S/No. | Details 021 . Percentage
BPS Ceiling | Share 202223 202324
1. National Government 1,950,377.7 | 65 2,047,387.2 |2,171,405.9

32020/21 Tabled supplementary Budget, February 2021
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2 Executive 1,894,576.8 | 63 1,989.844.9 | 2,112,557.9

3. Parliament 37,882.7 1.3 38.535.7 39,207.6

4. Judiciary 17,918.3 1 19,006.7 19,640.5

S. CFS 697,623.5 23 796,892.9 863,577.0

6. County Government 370,000.0 12 370,000.0 375,000.0

0 Contingency Fund 5,000.0 - 5,000.0 5,000.0
Total 3,023,001.3 | 100 3,219,280.2 | 3,414,983.0

Source: 2021 BPS, The National Treasury

26. Due to the constraining fiscal space on account of increasing mandatory expenditure
(consolidated fund services and debt services), sectoral expenditure ceilings are likely
to be affected in the medium term and likely to curtail capital investments. Moreover,
the following criteria are proposed to guide and apportion capital budget allocation:

27.

III.

28.

< On-going projects - completion of on-going capital projects and in particular
infrastructure projects with high impact on poverty reduction, equity and

employment creation;

< Counterpart funds - priority to donor counterpart funds, being government
support to projects financed by development partners;

% Post-Covid 19 Recovery - interventions supporting Post-Covid 19 recovery;

<+ Strategic policy interventions: policy interventions covering the entire

nation, regional integration, social equity and environmental conservation.

Given past budget executions and trends in revised budgets, adherence to these
criteria (particularly prioritizing allocation to on-going projects) remains a major
challenge. Legislative resolution to extend compliance by counties to these criteria
may enhance budget credibility, speed up completion of pending infrastructure works
and curtail initiating new projects during budget execution as well as strengthening

overall budget coherence and credibility.

BPS PRIORITIZATION AND CEILING MEASURES

(A)Inter-Fiscal : Proposed Allocation between the Two Levels of Government

Figure 1 gives summary of the allocation of revenue raised nationally between the

two levels of government as well as the conditional grants

Figure 1: Vertical Allocation and conditional grant to Counties for FY 2021/22, in KSh
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Percenlag

(%) of
2016/%7
audited an
Typelievel of allocation Amount i Ksh. approved
Reveaue i.
Ksh.1,357,6
Million
A. Total Sharable Revenuc 1,775,624,173,860
B. National Coverument 1,398,798,856,427
Of which:
1. _Leasing of Medical Equip 7,205,000,000
2. Supplemenu for construction of county keadguarters 332,000,000
C. Equalization Fund 6,825 317,433 0.5¢
D. County cquitable share 370,000,000,000 27
Memo items
1. County equitable share > 370,000,000,000

2. Additional canditional allocatians (Negonal Mml share of Revenrue) af vefich;

7,$37,000,000

2.1. Leasing of Medical Equipment ’ 7,205,000,000
2.2 Supple Jor fon of cornty beodqguarters . 332,000,@
3. Condillo«_!gél allocations (Loans & grants) of wiich: 32,3¢3,890,512

3.7 IDA-Kerga Devolution Support Program (KDSFP) (Level 2 Gremt)

4,600,000,000

3.2 I"DA-TWW‘MM'SM for Universal Care Project

2,234 ,664,075

3.3 DANIDA Gront-Primary Health Care in Devolved Context

701,250,000
3.4 IDA-Notionat Agriculture & Rural Inclusive Growth Project (NARIGP) 6,394,997 407
3.5 EU-Instruments for Devolution Advice ond Support (1DEAS) 230,730,934

1.6 IDA (World Bank) - Kerpa Climate Smart Agriculiure Profect (KICSAP)

7.838,338,490

3.7 World Bank- Kenya Inforeiaf Setlemernt Improvement Project 1! (KISIP 1)

2,800,000,000

3.8 IDA- Water and Sami Develog Project (WSDP) 5.000,000,000
3.9 Sweden Agricultire Sector Development Progr 17 (ASDP 11) 1,300,042,502
4.0 Drowght Resilience Programme in Northern Kemva 370,000,000
| 3.1 Emergency Locwst Response Project (ELRT) 800,000,000
4.2 UNFPA- 9th Country Programme Implementation 73,866,704
Total County Allocations= (1+2+43) 409,880,890,512
Source: 2021 BPS and related submissions
29. According to the 2021 BPS, the proposed equitable share, which is KSh 370.00
billion up from KSh 316.5 billion, is informed by two main factors:
a) Expected revenue growth translating to 11.4 percent (or KSh
36.1 billion) increase in equitable share to counties
b) Conversion of some existing conditional allocations totaling

KSh 17.4 billion to unconditional grant i.e. to be part of the county
equitable share amount. The affected four conditional grant allocation
include: Road Maintenance Levy Fund (RMLF); level 5 hospital;
compensation for user fees foregone; and, the grant funding
rehabilitation of village polytechnics to support youth training.

30. Comparatively, proposed combined amount under the four grant items totaling to KSh
17.4 billion translates to a marginal increase of 740 million (or 4%) up from current
combined amount of KSh 16.65 billion. Consequently, the conversion of these grants
to equitable share has marginal impact on baseline levels - to the extent of the
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marginal increase - given that these grants are part of the existing expenditure
baseline/items.

Budgetiten 01718 |2018/19 [2019/20 [2020/21 [2021/22
Baseline (i.e. allocation in the previous FY) 280,300 | 302,000 | 314,000 | 316,500 | 316,500
Adjustment for revenue growth 21,700 ( 12,000 | 2,500 - 36,100

revenue share (i.e. RMLF, level-5 hospitol

grant, compensation for foregone user fees and
rehabilitation of village polytechnics) 17,400
Compited equitable revenue share allocation | 302,000 | 314,000 | 316,500 | 316,500 | 370,000

Source: 2021 BPS, National Treasury
National Government - Ministerial and Specific State Department Allocation
State Department for ICT and Innovation

31. The proposed total ceiling for the State department is KSh.23.8 Billion, reflecting an
additional KSh.3.8 billion compared to current allocation.

32. The allocation consists of recurrent expenditure (KSh.1.6 billion , or 7% of total
ceilings) and development outlay (KSh 22.2 Billion or 93%).

33. The table 6 provides a summary of the proposed ceilings for the programmes under
State Department.
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Table 6: Comparison between the Approved Estimates (2020/21) and the proposed
ceilings (201/22), Amounts in KSh Millions

variation
Programme | Approved Estimates
B
FY 2020/21 PS 2021/22
Rec Dev Total | Rec | Dev Total Rec | Dev Total
epeiyy 230 |0 230 |234 |0 234 4 |- 4
Admin.
HE 17,41
Infrastructur | 477 16,940 8, 535 120,677 | 21,212 58 3,737 | 3,794
e Devt
EAA0YE 796 | 1,564 |2359 | 884 | 1,483 |2367 |88 |-8I 8
Services
20,00 | 1,65
Total 1,503 18,504 8 . 3 22,160 | 23,813 150 | 3,656 | 3,805

Source: 2021 BPS (The National Treasury)

34. According to the 2020 Sector report, the proposed ceilings only caters for 58% of the
resource requirements of the State Department resulting to a funding gap
approximated at KSh.17.4 billion. Whereas the funding gap is related to prevailing
resource constraints and partly due to cost overestimation as result of weak costing, a
review of the impact of consistent underfunding of the programmes/projects under the
sector may be necessary to reveal and mitigate underlying but underestimated risks
(of on-going ICT projects) and enhance credibility of sector budgets given that these
projects are critical enablers to the (digital) economy and job creation.

35. Moreover, and in view of the impact of past ICT investment on the emerging digital
economy, the government has introduced digital services tax on income from services
provided through a digital marketplace in Kenya at the rate of 1.5 percent on the gross
transactional value. Whereas revenue yields are expected from the emerging digital
economy it is important to ensure government continues to invest in critical ICT and
digital infrastructure and use part of the revenue to address the funding gap.
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36. Breakdown of funding gaps per programme is as indicated in Table 7.

Table 7: Resource Requirement Vs Proposed Ceilings, Amounts in KSh
Millions
P R
HOprampe/} | Sepo\ee 2021 BPS Ceilings | Funding Gap
FY Requirement
Rec | Devt | Total | Rec | Devt | Total | Rec | Devt | Total
General
. 487 | 0 487 234 |0 234 253 |0 253
Admin.
ICT
Infrastruct 25,46 | 26,29 20,67 | 21,21
WASTIUCHTS: | ggg |1« 7 1535 |27 =1 1302 | 4,784 | 5,085
Development 1 7 7 2
*
B 1,39 | 13,09 | 14,48 11,61 | 12,12
Government ’ ’ ’ 884 | 1,483 | 2,367 | 514 ’ ’
. S 4 9 1 2
Services
Total 2,71 | 38,55 | 41,27 | 1,65 | 22,16 | 23,81 | 1,06 | 16,39 | 17,45
ota
« 9 5 3 3 0 3 9 5 7

Source: Sector report and 2021 BPS

Programme Analysis

37. The proposed total ceilings to the department are to facilitate the realization of set
targets to be evaluated on the Key Performance Indicators (KPIs) within the various
programmes. The three programmes under implementation are:

e ICT Infrastructure Development: Proposed to get a ceiling of
KSh.21.2 B (an increase of KSh.3.8 B under Development
expenditure and a rise of KSh. 58 Million towards Recurrent
expenditure). The programme is made up of three sub-programmes
namely ICT Infrastructure development, ICT and BPO Development
and Digital Learning. The Key expected outputs from the Sub-
programme of ICT Infrastructure development include: County
connectivity project, maintenance and rehabilitation of NOFBI
network, NOFBI Il Expansion Fiber networks, establishment of
Constituency innovation hub, and establishment of Konza Technopolis
horizontal infrastructure. Key outputs in Digital learning sub-
programme include: installation of digital devices in public primary

schools also under the ministry of Education.
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E-Government Services: Proposed to get a ceiling of KSh 2.4 billion
(0.9 Billion for recurrent and KSh. 1.5 Billion for recurrent). This
reflects a modest increase (KSh 8 Million) compared to current
baseline but substantially lower than resource requirement (KSh.14
billion).

Key outputs under the programme include: Broadband connectivity to Big 4 projects

completed, procurement and delivery of ICT Systems and networks to MDAs, ICT

Infrastructure development of ICT skills, upgrading and maintenance of websites and data

centres. However, there is need to evaluate whether value for consolidated approach to

purchase of ICT equipment have been achieved and if successful whether a similar policy can

be extended to subnational level to promote savings through economies of scale and

minimize duplication.

General Administration, Planning and Support Services: This is
proposed to have a ceiling of KSh 234 Million, an increase by KSh.4
Million from the current year allocations. Key outputs include:
Development of Project Monitoring and Evaluation reports,
development of financial management’s reports and review and
development of policies. Monitoring and evaluation of ICT
infrastructure — particularly large projects - is critical in minimizing
inherent risks such as cost overruns and ensuring delivery according to
specifications. The committee may request for these reports on a
regular basis to evaluate value for money considering ICT
programmes/ flagship projects are critical enablers to the achievement
of the big four agenda particularly connectivity under health and to
county headquarters.

State Department for Broadcasting and Telecommunications

38. The proposed total ceilings amounts to KSh 6.4 billion, an additional KSh.140 million

relative to the current allocation. The Recurrent being KSh.5.9Billion (92 % of total
ceilings) while the Development vote amounts to KSh.451 Million (8 %). The table
provides a summary of the proposed ceilings for the programmes under State

Department.
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Table 8 : Approved Estimates Vs. Proposed Ceilings for Broadcasting &
Telecommunication (KSh.M)

Programme

variation

Approved Estimates
2020/21

BPS 2021/22

Rec. Cap. | Total | Rec. | Cap. | Total | Rec | Cap. | Total

General Admin.

201 0 201 205 0 205 4 0 4

Info. &
Communication
services

4,247 | 530 | 4,777 4,595 | 306 | 4901 |348 |-224 | 124

Mass Media Skills
Devt

202 69 271 225 40 265 23 -29 | -6

Film Development
Services

880 99 979 892 105 | 997 12 6 18

Total

5,530 | 698 | 6,228 | 5,917 | 451 | 6,368 | 387 |-247 | 140

Source: 2021 BPS (The National Treasury)

39. According to the 2020 Sector report, the proposed ceilings only caters for 50% of the
resource requirements of the State Department resulting to a funding gap amounting

to KSh.5.8 Billion.

in the table.

Details of the funding gaps per programme as hereunder contained

Table 9: Approved Estimates Vs. Proposed Ceilings for Broadcasting &
Telecommunication(KSh.M)

Programme

Funding Gap
Resource Requirement | BPS 2021/22

Cap

Rec Cap Total | Rec Total | Rec Cap. | Total

General Admin.

263 0 263

Info. &
Communication
services

8,224 | 1,025 9,249
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Table 9: Approved Estimates Vs. Proposed Ceilings for Broadcasting &
Telecommunication(KSh.M)

Funding Gap

Programme Resource Requirement | BPS 2021/22
Mass Media Skill
ass Media Skills =121 359 613 |225 |40 |265 |38 310 | 348
Devt
Film Devel (
tim Leveiopment 11 ses | 504 2,069 | 892 | 105 [997 |673 [399 |1.072
Services
12,19
Total 10315 | 1879 | 5917 | 451 | 6,368 | 4,398 | 1,428 | 5,826

Source: 2020 Sector report and 2021 BPS

40. Under the Information and Communication Services programme, expected targets are
aligned to ensure well informed citizenry. However, and in view of the current
baseline allocation, the allocation under this programme are substantially recurrent
expenditure component and are composed of transfers to SAGAS including Media
Council, Kenya Year Book, KBC,among others and allocation to Government
Advertisement Agency thus less resources are towards capital projects.

41. Currently, mandates under this programme are:

% Delivery of weekly MYGOV Publications comprising of government
advertisement and other information (50 pull out)

%+ Establishment of studio mashinani. However, there is inordinate delay
in delivering project outputs thus compromising the key project
objectives particularly in support of job creation among the youth and
promote the creative sub-sector.

“ Achieving national digital signal coverage by KBC as well as delivery
of public broadcasting services. Given resource constraints under KBC
and its financial challenges, there is need to evaluate the
comprehensiveness and realism of expected targets under KBC.
Similarly, a performance review may be necessary for postal
corporation - currently on extended exchequer support to sustain core
operations - since it’s critical to the delivery of some of the objectives
underpinning sub sector policies such as meeting universal obligations
in the context of information services and addressing.

% Media regulatory services
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42. Annex 11 B provides further information relating to specific projects and its financial
details under the State Department.

43. With regards to Government Advertisement Agency, current budget allocation
towards centralized advertisement for government is KSh 1.09 billion to promote
government policy to centralize advertisement budget to eliminate duplication as well
as pursue cost effective outreach services to citizens. However, and review of past
trends, the allocation to the centralized budget is not informed by actual expenditure
trends and has been increasing mainly to cater for payment of accumulated pending
bills. The current allocation for FY 2020/21 is proposed to be enhanced to KSh 2.5
billion, an increase of KSh 1.4 billion or 129%4. Additionally, pending bills have also
been accumulating and payment of outstanding amounts are not based on First-In
First-Out (FIFO) basis in managing stock of pending bills over the years, reflecting
material expenditure malpractice. Moreover, this presents threat to media sector
performance given its role in providing advertisement services. There is need to
relook at this policy with a view to achieve its primary objectives informed by
changing advertisement dynamics such as emergence of new media and digital
applications which continues to impact circulation and distribution dynamics as well
as underlying costs.

44. In addition, the state departments is also mandated to oversee use of the universal
service fund and support access to internet and telecom services to unserved areas. To
ensure legislative accountability, there is need to link the fund’s performance
framework to the annual programme based budget. This will put the fund to more
legislative scrutiny by House committees and enhance delivery of services to Kenyans
in areas with un(der)served telecommunication infrastructure and meeting objectives
of key policies.

KEY SALIENT ISSUES AND POLICY OPTIONS.
VII.  Reprioritization of programmes: The comparison between the resource

requirements and the proposed ceilings reveal a huge funding gaps for the two
State Departments. The proposed ceilings can only cater for 58% and 52 % of the
total resource requirements of State departments for ICT & Innovation and
Broadcasting & Telecommunication respectively. This hard budget constraint
calls for reorganization of the priorities so that more urgent programs with highest
desirable impacts on the public services are given first priorities.

VIII.  Budget implementation: Given that the two state departments have not been able
to fully utilize their approved allocations, there is need for the departments to
enhance utilization for improved public service delivery and delivery of ICT
projects. The Committee may also also need to enhance its oversight role on
budget implementation especially those programmes that will leverage

4 Tabled Supplementary Budgets , Feb 2021.




[X.

XI.

XII.

performance of counties such as connectivity of hospitals, NOFBI connectivity at
county headquarters and sub-county level as well as data protection and security.

Review of performance trends of the Government Advertising Agency,
reflects that allocation to the centralized budget is not informed by actual
expenditure trends and has been increasing mainly to cater for payment of
accumulated pending bills. The current allocation for FY 2020/21 is proposed to
be enhanced to KSh 2.5 billion, with proposed additional increase of KSh 1.4
billion. Additionally, pending bills have also been accumulating and payment of
outstanding amounts are not based on First-In First-Out (FIFO) basis in managing
stock of pending bills, reflecting material expenditure malpractice. Moreover, this
presents threat to media sector performance given its role in providing
advertisement services and contribution to information services which is a key
service delivery activity by government to the citizens. There is need to relook at
the current approach towards the centralized advertising budget policy at the
national level with a view to achieve its primary objectives of enhancing cost
efficiency in government advertisement and eliminating duplication. This may
further be informed by the changing advertisement landscape such as emergence
of new media and digital applications which continues to impact on circulation
and distribution dynamics as well as underlying costs. The policy objectives may
also be cascaded to counties through an approved framework to promote cost
savings in county advertisements.

Fast tracking the implementation of the universal service fund in line with the
objectives of the access gap study. The aim is to enhance provision of
telecommunication and information services to un(der)served areas/location in
the country.

Taxation of digital market place - In view of the impact of past ICT investment
on the emerging digital economy, the government has introduced digital services
tax on income from services provided through a digital marketplace in Kenya at
the rate of 1.5 percent on the gross transactional value. Whereas revenue is
expected to mobilized from the emerging digital economy it is important to ensure
government continues to invest in critical ICT and digital infrastructure and use
part of the revenue to address the funding gap. The committee may consider
scaling up investment such as modernizing postal services and address systems
critical to the digital economy as well as addressing constraints faced by private
sector in the ICT sector as government seeks to enhance revenue yield from the
digital market place.

Clarification on Set Targets for the FY 2021/22: The State departments need to
clarify their respective set targets based on the Key Performance Indicators (KPIs)
in the various programmes. This need arises from the fact that the planned targets
and outputs were not annexed in the tabled 2021 BPS.
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Annex II A: Project Financial Details , State Department for ICT & Innovation

Estimated Status of
coss;l:: £ S Expected th: = Approved Approved
No. | Project Title/Head P Date Completion inice Allocation FY | Estimates FY
ject, ’
2019/20 2020/21
Millions date %
1 Konza Complex, PHASE 1B 3,929 2016 2023 50 490,000,000 400,000,000
Konza Consultancy Master Delivery Partner 2 38,000 2014 2022 40 630,000,000 480,000,000
2 (mdp2)
Access Roads-Konza(/ Streetscape/ Wastewater
Reclamation Facility) (renamed Super.wslon of 3.800 2016 2023 40 116,000,000 125.000.000
Streetscape & Waste Water Reclamation
3 Facilities)
Konza EPCF - Engineer, Procure, Construct
and Finance of Infrastructure projects (EPC-F), | 59,05 | 5g18 | 2024 20 7,200,000,000 | 6,300,000,000
Phase [ (renamed Horizontal Infrastructure
4 Phase I - EPCF)
WLOP 0L Romz. datarCenter- b et Clly 2019 | 2022 5 5,080,000,000 | 5,100,000,000
5 Facilities
Kenya Transparency Communication Project 17.699 2007 2018 99 11,200,000 14.200.000
6 (KTCIP)
Eastern Africa Regional Transport, Trade and
7 trade development Facilitation Project 2,300 26 A L 200,000,000 00,000,000
(EARTTDFP) (renamed : Installation and
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Estimated Status of
coss:l:)l? : Shar Expected th: e Approved Approved
No. | Project Title/Head et Date Completion Droject Allocation FY | Estimates FY
g4 3
Millions date % 2019/20 2020/21
Commissioning of Eldoret - Nadapal Fibre
Optic Cable
Supply and installation of an internet based
4000 network county connectivity -CCP phase
o 2,700 2016 2019 50 1,117,600,00 440,600,000
Il (renamed Maintenance & Rehabilitaion of < {5004
8 Last Mile County Connectivity Network)
NOFBI Phase II (note : named: Maintenance &
7,250 2011 2018 99 362,000,000 711,585,
9 Rehabilitaion of NOFBI II Cable) 85,580
NOFBI Phase Il Expansion (to all Sub
Counties) ( renamed : Maintenance & 10,377 2016 2020 90 3,884,000,000 | 2,204,000,000
10 Rehabilitaion of NOFBI 11 Expansion Cable)
Government Shared Services( Components)
10,000 2015 2024 d 50| 2,884
11 including ICT SHARED services ? 0 80 and 5 ,884,600,000 | 1,120,000,000
13 Digital Literacy Programme- laptop 76,000 2013 2022 90 2,000,000,000 | 670,000,000
14 Ajira Fund (Seed Capital) 500 2019 2022 0 1,000,000,000 | -
15 Constituency Innovation Hubs 1,000 2016 2025 20 76,000,000 95,000,000
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L

Estimated Status of
cosstl:)l? s Start Expected th: o Approved Approved
No. | Project Title/Head o o Completion ioitet Allocation FY | Estimates FY
2 > 12019/20 2020/21
Millions fate % o
Acquisition and refurbishment of cinema 287 2016 2023 35 80,000,000 )
16 theatre
17 Film Location mapping 100 2015 2023 5 30,000,000 -
18 Kenya Film School 691 2015 2017 20 30,000,000 -
19 Connectivity to Health Facilities 2019 2022 na - 409,290,271
Connectx\flty to Special Economic Zone Textile 2019 2022 na ) 2,000,000
20 Park - Naivasha
Connef:tlwty to Leather Industrial Park - 2019 2022 a ) 1.910,000
21 Kenanie
Connectfwty to Dongo Kundu Special 5019 2022 na ] 2,000,000
22 Economic Zone
Cpnnectmty to Konza Data Centre & Smart 2019 2022 na ) 28.616.355
23 City
Total 224,433 25,191,400,000 | 18,504,202,512
Source: Various Estimates Books and ministerial Submissions
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Annex II A: Project Financial Details, State Department for Broadcasting and

Project Title

Estimated
cost of
Project,
Millions

Expected
Completion
date

Approved
Allocation
FY 2019/20

Approved
Allocation
FY 2019/20
(Suppl. I1))

Approved
Estimates

FY

2020 21

KBC Analogue
to Digital TV
migration

310,000,000

310,000,000

273,000,000

KBC Roll out
Studio
Mashinani

57,000,000

Modernization
of KIMC Film
Media Training
Facilities -
Headquarters

405.00

118,000,000

118,000,000

405 Bed
Capacity
Hostel

51,000,000

51,000,000

69,000,000

Modernization
of KNA
National Desk
and Press
Centre.

52,143,905

52,143,905

200,000,000

Digital printing
press

Acquisition and
refurbishment
of cinema
theatre

34,000,000

Film Location
mapping

15,000,000

BPS 2021 SENATE BRIEFS




Kenya Film
School

691 2015 | 2017 - - 50,000,000

Total 9,389.00 531,143,905 | 531,143,905 | 698,000,000

Source: Various Estimates Books and ministerial Submissions

7. JUSTICE, LEGAL AFFAIRS AND HUMAN RIGHTS ‘

1. Introduction |

1) The brief presents an analysis of the 2021 Budget policy statement which sets out the broad
strategic priorities and policy goals that will guide the National Government and County
Governments in preparing their budgets for the subsequent financial year and over the medium
term.
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2)

3)

The 2021 Budget Policy Statement was prepared at a time when the country is recovering from
the adverse effects of the outbreak of the corona virus and its containment measures which have
not only disrupted the normal lives and livelihoods but also the businesses and the economic
activities of the country. As a result, our economy contracted by 5.7 percent in the second quarter
of 2020 from a growth of 4.9 percent in the first quarter in 2020. The economy is therefore
estimated to slow down to a growth of around 0.6 percent in 2020 from the earlier projection of
2.6 percent in the 2020 Budget Review and Outlook Paper (BROP). In terms of fiscal years,
economic growth is projected to grow by 3.5 percent in FY 2020/21 and further to 6.2 percent
over the medium term.

The Governance, Justice Law and Order Sector plays an important role in creating a favorable
environment for economic, social and political development in line with the Third Medium Term
Plan (2018 — 2022), and is a huge contributor towards the achievement of Kenya’s Vision 2030
political pillar.

a) Overview and Purpose of Budget Policy Statement (BPS)

4)

S)

6)

7)

The Budget Policy Statement is published in accordance with Section 25 of the Public Finance
Management Act, 2012. In preparing the Budget Policy Statement, the National Treasury is
required to set out the broad strategic priorities and policy goals that will guide the national
government and county governments in preparing their budgets both for the following financial
year and over the medium term.

The National Treasury is required to include the following in the Budget Policy Statement:-An
assessment of the current state of the economy and the financial outlook over the medium term,
including macro-economic forecasts; The financial outlook with respect to Government revenues,
expenditures and borrowing for the next financial year and over the medium term; The proposed
expenditure limits for the national government, including those of Parliament and the Judiciary
and indicative transfers to county governments; The fiscal responsibility principles and financial
objectives over the medium term including limits on total annual debt.

The National Treasury, while processing the Budget Policy Statement (BPS), is also required to
seek and take into account the views of the Commission of Revenue on Allocation, the County
Governments, the Controller of Budget, the Parliamentary Service Commission, the Judicial
Service Commission, the Public and any other interested parties or groups.

The submission and processing of the BPS by the National Assembly is anchored in Standing
Order No 232. The Standing order requires among other things The Budget Policy Statement
(BPS) to indicate total resources to be allocated to individual programmes within a sector and
indicate the outputs expected from each such Programme. Therefore, this is an in depth analysis
of the Budget Policy Statement for 2020/21 and the medium term for the agencies under the
purview of the committee.
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8)

Upon being tabled in parliament the BPS is committed to Departmental Committees in the
National Assembly for scrutiny of the Votes under their purview and makes policy
recommendations to the Budget & Appropriations Committee which compiles a final report for
approval by the National Assembly.

b) Mandate and Spending Agencies under the Purview of the Committee

9)

In accordance with the Second Schedule of the National Assembly Standing Orders, the
Committee is mandated to oversee all matters pertaining to Constitutional affairs, the
administration of law and justice, including the Judiciary, public prosecutions, elections, ethics,
integrity and anti-corruption and human rights. In executing its mandate, the Committee oversees
the following agencies;

State Law Office & Department of Justice

The Judiciary

iil. Ethics & Anti-Corruption Commission

v. Office of the Director of Public Prosecutions

Vi.

Vi

vi

1X.

X.

10)

2.

)

Office of the Registrar of Political Parties
Witness Protection Agency

i Kenya National Commission on Human Rights

ii.  Independent Electoral & Boundaries Commission
Judicial Service Commission

Commission on Administrative Justice

The legislative scrutiny of the BPS promotes good governance, fiscal transparency and
accountability, and is expected to facilitate effective allocation and mobilization of resources and
ensure that fiscal policies are unbiased and effectively implemented. It also ascertains the
legitimacy of transactions completed and their compliance with established norms, regulations
and statutes; the scrutiny ensures that all allocations are as per the provisions, appropriate acts and
financial regulations.

Highlights of the 2020 Budget Policy Statement

The theme for the BPS 2021 and the medium term is “Building Back Better: Strategy for Resilient
and Sustainable Economic Recovery”. as noted above, the BPS is submitted against a backdrop of
ravaged economy from the COVID-19 pandemic. The policy measures outlined in the 2021
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Budget Policy Statement aims at stimulating economic recovery. It will build on the gains made

under the Economic Stimulus Programme, the Government will roll out the Post Covid-19
Economic Recovery Strategy (ERS) which will mitigate the adverse impacts of the Pandemic on
the economy and further re-position the economy on a steady and sustainable growth trajectory.

12) The 2021 BPS, articulates measures that will stimulate growth, promote job creation, reduce

poverty, protect the vulnerable groups and businesses. To achieve these, the Government will roll
out the Post-Covid-19 Economic Recovery Strategy, harnessing the implementation of the “Big
Four” Agenda for job creation; foster a secure and conducive business environment by
maintaining macroeconomic stability, enhancing security and improving business regulations
among others.

13) The policies in the BPS have also been anchored on the Medium-Term Plan III of the Vision 2030

as prioritized in the “Big Four” Agenda. The focus of the policies is to continue providing an
enabling environment for economic recovery to safeguard livelihoods, jobs, businesses and
industrial recovery. In this respect, the Government will strengthen implementation of
programmes and measures that ensure a more inclusive growth, foster macroeconomic stability,
and avail liquidity to the private sector including initiating innovative products to boost credit to
Micro, Small and Medium Enterprises (MSMEs).

Overall Fiscal Framework

14) The BPS 2021 and the medium-term projects revenue collection including Appropriation-in-Aid

(A.i.A) to increase to Kshs 1,985.2 billion (15.9 percent of GDP) up from the estimated Kshs
1,829.2 billion (16.4 percent of GDP) in the FY 2020/21. While the Government expenditure as a
share of GDP for FY 2021/22 is projected to decline to 23.7 percent, the overall nominal
expenditure and net lending is projected at Kshs 2,968.9 billion from the estimated Kshs 2,878.1
billion (25.9 percent of GDP) in the FY 2020/21 budget. The expenditures comprise of recurrent
of Kshs 1,975.2 billion (15.8 percent of GDP) and development of Ksh 611.0 billion (4.9 percent
of GDP).

Table 1: Summary of Proposed MTEF allocations (Kshs Millions)

S/No. | Details 2021/22 BPS | Percentage Projections
Ceiling Share
2022/23 2023/24
National Government 1,950,377.7 64.6 2,047,387.2 2,171,405.9
Executive 1,894,576.8 62.8 1,989,844.9 2,112,557.9
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10. | Parliament 37,882.7 1.3 38,535.7 39,207.6

. 11. | Judiciary 17,918.3 0.6 19,006.7 19,640.5
12. | CFS 697,623.5 23.1 796,892.9 863,577.0
13. | County Government 370,000.0 12.3 370,000.0 375,000.0
14. | Total 3,018,001.3 100 3,214,280.2 3,409,983.0

Source: The National Treasury

GJLOS SECTOR: POLICIES AND PRIORITIES ESPOUSED IN THE 2020 BPS
15) The Sector plays a key role in establishing and maintaining a favorable environment for

economic, social and political development of the country as envisaged in the Kenya Vision 2030.
Among the key functions of the sector is provision of Security and Enhancement of National
Values and Ethics, which are enablers for Macro-Economic Performance.

16) Key outputs planned in the FY2021/22 —2023/24 MTEF period include: conducting the general
elections; maintenance of security, law and order; enhancement of access to justice; promotion of
the rule of law; advise and representation of the Government in International and domestic courts;
provision of legal training and administration of Advocates Training Programme examinations;
provision of public legal services; combating corruption; enforcing human rights and gender
equality; ensuring free, fair and credible elections; and promotion of competitive politics and
democracy.

17) The Government remains committed in eliminating corruption which inhibit Kenya’s economic
growth and development through loss of funds. In this respect, the Government has stepped its
efforts in the fight against corruption through implementing a raft of measures that strengthens
accountability at all stages of the public finance management cycle.

18) Moreover, in recognition of the critical role played by institutions mandated to fight corruption,
the Government has progressively increased allocations to these institutions such as the Office of
the Director of Public Prosecutions, the Office of the Auditor General, the Ethics and Anti-
Corruption Commission, the Assets Recovery Agency, the Criminal Investigations Services and
the Financial Reporting Centre. This is to enable them to work seamless together in developing
and promoting standards and best practices in ethics and anti-corruption which will increase
efficiency in the fight against corruption as well as recovery of the corruptly acquired assets

19) To enhance access to justice, the Government expanded physical infrastructure including
establishment of mobile courts, automation of court processes and digitization of judicial systems,
adoption of virtual courts, entrenchment of alternative dispute resolution initiatives such as
mediation, arbitration and traditional justice systems, clearance of case backlog and improvement

in case management in courts.
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3. Approved allocations FY 2020/21 and Budget Ceiling for FY 2021/22

20) The proposed budgetary ceiling for the spending agencies in FY 2021/22 is Kshs 46.8 billion
composed of Kshs 44.1 billion (94.2%) as recurrent expenditure and Ksh 2.8 billion (5.8%) as
development expenditure. In comparison, the agencies were allocated Kshs 36.2 billion in FY
2020/21 out of which Kshs 33.0 billion (88.0%) was spent on recurrent expenditure and Kshs 3.2
billion (12%) as development expenditure. The significant increase in allocation in the FY

2020/21 is on account of enhanced budgetary allocation for the Independent Electoral and

Boundaries Commission whose budget was increased from Kshs 4.5 billion to Kshs 14.5 billion.

21) It is also notable that the budgetary requirements for the department for FY 2021/22 is Kshs 89.1

billion comprised of Kshs 79.7 billion for recurrent expenditure and Kshs 9.4 billion for
development expenditure. The shortfall resulting from the allocation is Kshs 42.2 billion.

Table 2: Resource Requirements versus Proposed Ceiling FY 2020/21 (Kshs millions)

Seearlg Re e Readrondaty Aburoyed llocation, |

Vote/Pro e 1202000 ’

amme Ll e S e

Detail tal | Current | Capital | Total % variation. -
1252 State 6,735. | 4,603. | 185.0 | 4,788. | 4.977. | 123.5 | 5,101 | 26.1%
Law Office 6 9 9 5

& Dept. of

Justice

1261 The 28,300 7,100 1135140 | '14;72 | 2701. | 17,42" 115,00 }2,333 {1733 | 50.8%
Judiciary 0 2.4 0 3.4 3 4 6.5

Judicial 1,381 - 1,381 | 576.4 | - 576.4 | 581.8 |- 581.8 | 58.3%
Service

Commission

1271 Ethics | 5,501.8 | 971.4 | 6,473. | 3,072. | 40.8 3,113. | 3,258. | 64.9 3323211 5119%
& Anti- 2 2 0 5 4

Corruption

Commission

1291 Office | 4452.0 503.5 | 4,955. | 2,957 | 129 3,086. | 3,125. | 145.1 | 3,270. | 37.7%
of the 5 0 3 4

Director of

Public
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Prosecution
s

1311 Office
of Registrar
of Political
Parties

5568.9

5,568.

1,345.

1,345.

1,346.

1,346.

75.8%

1321
Witness
Protection
Agency

631.9

03179

472.8

472.8

487.9

487.9

25.2%

201 Kenya
National
Commission

on Human
Rights

1600.1

600.1

400.7

400.7

407.9

407.9

32%

203
Independent

Boundaries
Commission

Electoral & |

25,772.1

350.0

26,12
2.1

4322.

150

4472.

14,38
5:9

78.5

14,46
4.4

44.9%

2131
Commission

on
Administrati
ve Justice

Source: BPS 2021 and 2020 Sector Report

1,200.2

1200.

494.7

494.7

327.9

92:7.9

56%

22) Agencies that have registered an increase in their budgets include the following; the Independent
Electoral and Boundaries Commission - Kshs 10 billion, State Law Office and Department of
Justice - Kshs 312.1 million, Office of the Director of Public Prosecution - Kshs 184.4 million,
Witness Protection Agency — Kshs 15.1 million, Kenya National Human Right Commission -
Kshs 7 million. However, the budget of judiciary has been reduced slightly by Kshs 86.9 million.

23) The significant increase in the budgetary allocation for the Independent Electoral and Boundaries
Commission of Kshs 10 billion is largely meant to finance the costs that may arise out of the

proposed constitutional amendments
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24) Figure 1 shows that the highest budgetary allocations (both current and capital) were made during
the 2017/18 financial year as a result of election preparations. The budget reduced in FY 2018/19
and thereafter maintains a steady increase as we approach the 2022 election period. The Judiciary
usually takes up the largest portion of the overall budget but as the 2022 election approaches this
would be shared out between the Judiciary and IEBC.

Figure 1: Approved Budgetary Allocations FY 2016/17 — 2019/20 and Budget Ceiling
2021/22

Zg ? ]

50
40 |
30 |
20
10 |
0 S
- 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
1 ApFroved allocati+ns ! Budget
' Ceiling

Source: 2020 Sector Report

25) An analysis of the trends in absorption of the budget allocated for the different agencies shows
there has been a gradual increase in the average absorption rate steadily rising from 87.2% in FY
2016/17 to 95.5% in FY 2019/20. In the FY 2019/20, The State Law Office & Dep’t of Justice
and the office of the Registrar of Political Parties have recorded the lowest and highest absorption
rates at 93.8% and 100% respectively.

Table 3: Expenditure Performance FY 2016/17 — 2019/20 — Kshs billions

Vote & Vote Details Absorption

| 201617 | 200718 | 200819 | 2019120

81.95% 79.92% 89.5% 93.8%

89.44% 89.1% 94.4% 95.3%
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Vote & Vote Detai

2017718

201819

2019720

1 98.55%

99.49%

100%

96.8%

| 81.74%

95.66%

73%

94%

77.24%

93%

90.9%

100%

| 93.42%

93.18%

95.3%

98%

| 98.22%

97.66%

97.2%

100%

85.38%

86.17%

93.8%

96%

| 95.78%

73%

92.6%

96%

89.4%

93 96%

95.9%

96.3%

% | 87.2%

87.8%

92.2%

95.5%

Source: 2020 Sector Rpot
4. Review of Non-financial indicators For Judiciary

I.  Ongoing Projects - Constructions and Rehabilitations

26) In reviewing the performance of the non-indicators of the sector, the analysis has focused mainly
on the ongoing projects of the Judiciary. Presently, there are seventy six (76) projects that are
ongoing out of which twenty six (26) projects are funded under the World Bank loan while the
remaining Fifty (50) projects are funded under the exchequer. In the FY 2020/21, the Judiciary
has been allocated Kshs 906 million for the JPIP projects and Kshs 1.8 billion for the G.O.K
funded projects.
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. 27) The JPIP projects total estimated cost is Kshs 5.9 billion. The actual cumulative expenditure for
the projects as at 31st March, 2020 stands at Kshs 2.7 billion bringing the total outstanding project
cost to Kshs 3.2 billion as at 31st March, 2020. The projects were allocated additional Kshs 906
million in FY 2020/21 therefore reducing outstanding cost of the project substantially.

Table 4: Judicial Performance Improvements Projects — Kshs millions

Key Projects Total Actual Outstanding | Status | Allocation
Cost Expenditure | Balance 2020/21

Mombasa Law Courts 445.2 182.6 262.9 55% 42.5
Makueni Law Courts 410.1 11901 291.0 63% 44.6
Kapenguria Law Courts 400.8 92.0 308.9 56% 40.4
Ol-Kalau Law Courts 399.3 48.4 350.9 30% 124.0
Kajiado Law Courts 398.4 112.1 286.3 70% 25.4
Others 3.8759 2,177.4 1,698.1 - 629.1
Total 5,929.7 2,751.6 3,198.1 - 906.0

Source: Budget estimates 2020/21, National Treasury

¢ 28) The costs of the G.O.K funded projects that are ongoing are estimated to be Kshs 6.6 billion. The
actual cumulative expenditure for the projects as at 31st March, 2020 stands at Kshs 1.2 billion
’ bringing the total outstanding project cost to Kshs 8.9 billion as at 31st March, 2020. In FY

2020/21, the projects were allocated Kshs 1.8 billion. The average completion rate for the projects
stands at 65%. Once completed, these courts are expected to provide adequate infrastructure that
will improve physical access to courts and reduce the distance travelled in search of justice.

Table 5: G.O.K Funded Projects — Kshs millions

Key Projects Total Actual Outstanding | Status Allocation
Cost Expenditure | Balance 2020721

Marsabit Law Courts | 370.2 30.1 340.1 22% 85.0
Homabay Law Courts | 367.3 26.3 341.0 32% 97.8
Kabarnet Law Courts | 366.8 21.2 345.6 15% 52.2
Mbita Law Courts 148.3 45.2 103.1 46% 66.3
Habasweini Law 143.2 10.0 133.2 7% 44.2
Courts
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Others 5,228.1 1,105.8 1,627.4 - 1,449.5

Total 6,623.9 1,238.6 2,890.4 - 1,795

Source: Budget estimates 2020/21, National Treasury

II.  New Projects - Constructions and Refurbishments

29) In the FY 2020/21, the judiciary in its efforts to enhance access to court services is initiating
construction of a Court of Appeal complex in Nairobi and three (3) new High Court buildings in
Kisii, Eldoret and Meru counties. The estimated cost of the court of appeal complex is Kshs 1.6
billion while the High Court buildings will each cost Kshs 650 million. In the FY 2020/21, the
approved budget for the construction of the Court of Appeal Complex is Kshs 100 million while
the allocation for the construction of the high court building is Kshs 120 million.

Table 6: New Projects - Constructions — Kshs millions

Key Projects Total Cost | Actual Outstanding Allocation
Expenditure Balance 2020/21

Court of Appeal 1,600.0 - - 100.0

Complex

Kisii Law Courts 650.0 - - 40.0

Eldoret Law Courts 650.0 - - 40.0

Meru Law Courts 650.0 - - 40.0

Total 3,650.0 - - 220.0

Source: Budget Estimates 2020/21, National Treasury
III.  ICT Hardware and Infrastructure Development

30) The fourth pillar of the Judiciary Transformation Framework (JTF) (2012-2016) identified ICT as
a key result area that would facilitate speedier trials and enhance administrative efficiency.

31) The Judiciary Digital Strategy covers five broad areas. These are Judicial Operations Support
Systems, Court Management Systems, Enterprise Resource Planning, Document and Archive
Management, and ICT Infrastructure. The programmes aim to automate all functions of the
institution by 2021.

32) The total estimated cost of the project is Kshs 2.5 billion. In FY 2019/20, the project was allocated
Kshs 400 million and an additional Kshs 460 million was allocated in FY 2020/21. The Judiciary
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plans to install 5 High Courts stations with automated e-filing and proceedings system and 30
courts with automated e-filling system.

Observations
Policy options

The sector should adopt strategic prioritization to promote allocative efficiency in programs/
projects based on affordability, and the expected results. There is also need to have effective
linkages between the department’s plans and the budget at their disposal so as to not have an
unachievable and overly ambitious plan. For instance the judiciary has many ongoing projects
yet there are no adequate funds for the completion of those projects. It is therefore imperative
that the department prioritizes ongoing projects without introducing new projects.

b) Resource Constraint- In terms of resource allocation, the proposed budget ceiling for the

sector for FY 2020/21 is Kshs 46.9 Billion which is less compared to the resource requirement
for the sector which stood at Kshs 89.1 Billion. This is a significant resource gap in the sector
and it is important for the national treasury additional funding for key agencies such as the
Judiciary which has ongoing projects that are yet to be finished.

Court Building Designs — The judiciary intends to undertake a number of new projects in FY
2020721 such as the construction of appeal court complex in Nairobi and High court stations in
Eldoret, Meru and Kisii. However, there has been concern about the mismatch between the huge
court buildings being built by the judiciary vis a vis the traffic at the court. It seems the building
designs are not linked with the traffic at the court and therefore it is important for the judiciary
to bear in mind such issues as it undertakes these new projects.

d) The government has been allocating consistently the Office of the Director of Prosecution Kshs

)

100 million for refurbishment of County offices in the last two financial years. However the
project has not been taking off as planned, therefore it is therefore important for the office to
clarify the bottle necks hindering the implementation of the project.

Pending Suits against the Government: - There are suits against the government with
financial risks to the tune of Kshs 1.2 trillion. In addition, the awards against the government
pending payment stand at Kshs 88.1 billion and they are ranging from awards to victims of
torture as well as business litigants against the state. It is therefore imperative for the committee
to find a lasting solution to this issue with a view to settle the most compelling cases.

Court Deposits - By June 30, 2018, the Judiciary held court deposits and other funds held in
trust for third parties amounting to KShs. 5,126,896,135. This was an increase from the Kshs
4,367,834,191 that was held at the end of FY 2016/17. The funds are refundable as and when
court orders are issued or after six months liability period for retention monies. However, there
has been concern about the magnitude of deposit yet it is not generating interest for the parties
involved.
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8. LABOUR AND SOCIAL WELFAIRE

A. INTRODUCTION

1)

2)

3)

4)

The BPS 2022 is prepared on the background that the economy will perform well with the
expected recovery from the negative impact of Covid-19 pandemic. This is relation to the easing
of the containment measures of Covid-19 and the uptake of vaccines contributing the opening of
the economy. These measurers have enabled the reopening of the sports activities, the
hospitality industry and the tourism sectors which were widely affected by the pandemic.

This is a brief for the Budget Policy Statement (BPS) 2022. It is prepared by the national
treasury in line with PFM Act Section 25 and it provides the national and county governments
with the broad strategic priorities and policy goals that guide in preparing their budgets for the
subsequent financial year and over the medium term.

The 2022 BPS was tabled on 30" November 2021 with respect to the revised budget calendar to
accommodate the August 2022 general elections. The BPS is submitted and processed in
accordance with senate standing order 180 and it should contain the following;

a. An assessment of the current state of the economy and the financial outlook over the
medium term, including macro-economic forecasts;

b. The financial outlook with respect to Government revenues, expenditures and borrowing
for the next financial year and over the medium term;

c. The proposed expenditure limits for the national government, including those of
Parliament and the Judiciary and indicative transfers to county governments;

d. The fiscal responsibility principles and financial objectives over the medium-term
including limits on total annual debt.

e. Statement of specific fiscal risks

In accordance with the Second Schedule of the Senate Standing Orders, the Committee is
mandated to oversee all matters pertaining to manpower and human resource planning, pension,
gender, culture and social welfare, youth, National Youth Service, children’s welfare, national
heritage, betting, lotteries, sports, public entertainment, trade union relations, public amenities
and recreation. In executing its mandate, the committee oversees the following agencies;

State department for sports development

State department for culture and heritage

State department for labour

State department for social protection, pensions & senior citizens Affairs

State department for Gender
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-

6.

7.

B.

5)

6)

7

8)

State department of public service
State department of youth affairs
HIGHLIGHTS OF THE 2022 BUDGET POLICY STATEMENT

The theme of the 2022 BPS is “Accelerating Economic Recovery for Improved Livelihood.” The
policy measures in the BPS 2022 are aimed at accelerating the pace of the economic growth and
sustain the gains made under the Economic Stimulus Programme by implementing the
programmes under the MTP III.

The BPS 2022 and the medium-term projects revenue collection including Appropriation-in-Aid
(A.1.A) to increase to Ksh 2,431.3 billion (17.4 percent of GDP) up from the estimated Ksh
2,036.1 billion (16.3 percent of GDP) in the FY 2021/22. The Revenue performance will be
supported by the on-going reforms in tax policy and revenue administration.

While the Government expenditure as a share of GDP for FY 2022/23 is projected to decline to
23.7 percent, the overall nominal expenditure and net lending is projected at Ksh 3,324.4 billion
from the estimated Ksh 3,154.3 billion (25.0 percent of GDP) in the FY 2021/22 budget. The
expenditures comprise of recurrent of Ksh 2,201.0 billion (15.7percent of GDP) and
development of Ksh 711.8 billion (5.1 percent of GDP).

The fiscal deficit (including grants), is projected at Ksh 846.1 billion equivalent to 6.0 percent
of GDP in FY 2022/23 against the estimated overall fiscal balance of Ksh 1,029.3 billion (8.2
percent of GDP) in FY 2021/22. The fiscal deficit will be financed by net external financing of
Ksh 275.9 billion (2 percent of GDP), and net domestic borrowing of Ksh 570.2 billion (4
percent of GDP).

Overall Resource Ceilings

9)

10)

1)

For the fiscal year 2022/2023, the total resource allocation to the various spending National
Government agencies and the County Government is estimated to be Kshs. 3,309.14 billion,
with Kshs. 2,017.65 billion for the Executive, Kshs. 38.48 billion for Parliament, Kshs 18.88
billion for the Judiciary, and Kshs. 370 billion for County Government.

According to the BPS 2022, total government allocations will grow marginally in FY 2022/23 to
Kshs. 3,309.14 billion, and then climb further in the subsequent years to Kshs. 3,476.16 billion
in FY 2023/24 and Kshs. 3,669.19 billion in FY 2024/25.

The Equitable share to the county governments in FY 2022/23 will not change from the
allocation given in FY 2021/22 of Ksh 370.0 billion. In the Medium Term, the allocations will
increase slightly to Kshs. 375 billion in FY 2023/24 and Kshs 380.22 billion in FY 2024/25.
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Table 1: Budget appropriations and BPS ceilings

Financial Years
Approved
. Original Percentage Projections
S/No. | Details Budget Sh
2022/23 BPS HE
2021/22 Ceilings 2023/24 2024/25
1. S 1,942,008.80 | 2.075,014.60 | 62.0 2,192,370.00 | 2,306,421.90
Government
Executive 1,886,207.90 | 2,017,653.30 61 2,132,412.30 | 2,242,698.80
2 Parliament | 37,882.80 38,476.60 1.2 39,883.90 41,349.40
3. Judiciary 17,918.20 18,884.70 0.6 20,073.80 22,373.70
4. CFS 718,316.80 864,125.00 26.1 908,804.00 | 982,520.00
5. County 370,000.00 370,000.00 11.2 375,000.00 | 380,220.00
Government
Total 3,030,325.60 | 3,309,139.60 100 3,476,174.00 | 3,669,161.90
Source: National treasury budget books
REVIEW OF RECENT SECTOR POLICY PRIORITIES AND CEILINGS (2018 —2020)
I. State department for sports development
The table below gives a summary of the key targets and achievements for the FY 2018/19 to 2020/21
Table2: Actual achievement against targets set for FY 2018/19 — 2020/21
rogramme KPI Planned target Achieved target
2018/19 | 2019/20 | 2020/21 | 2018/19 | 2019/20 | 2020/21
ports Training and No. of teams 60 70 35 65 34 46

ompetitions

presented in
regional and
international
sports
competitions
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No. of
competitions
hosted

10 8

No. of
Licenses
issued to
professional
sports bodies

10 10

15

No. of Sports
Elections
Observed

15 15

15

No. of athletes
enrolled for
training in
sports
academies

1,800 10,000

2,500

1,850

2,665

1,875

evelopment and management
T sports facilities

Percentage
completion of
phase 1 of the
Kenya
Academy of
Sports

100 100

100

90

95

100

No. of regional
and county
stadia
constructed
and upgraded
to international
standards
(Chuka,
Kipchoge
Keino,
Kamariny,
Marsabit,
Wote, Karatu)

No of
programs
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funded to
facilitate talent
development,
training and
capacity
building for
technical
personnel

dministration, Planning and
upport Services

Number of 3 2
policies and
bills developed
/reviewed

Source: National treasury sector report

12) Inthe FY 2020/21 among the 7 regional stadia under construction the Karubi Stadium in Chuka

13)

14)

was completed, however contractual challenges and delays in disbursement of funds affected the
completion of other stadia.

II. State department for culture and heritage

The state department of heritage is mandated to manage the National Heritage Policy, culture
policy, language policy, national archives/public records, national museums and monuments,
historical sites, heroes and heroine policy, develop the music industry and carry out research and
conservation of music.

It comprises of six departments and three Semi-Autonomous Government Agencies (SAGAsS).
The departments include: Culture and Arts, Permanent Presidential Commission on Music,
Kenya National Archives and Documentation Services, Library Services, Public Records and
Information Management and Administration and the SAGAs include National Museums of
Kenya, Kenya Cultural Centre and the Kenya National Library Service.

The table below gives a summary of the key achievements for the period specified below.

Table3: Actual achievement against targets set for FY 2018/19 — 2020/21

rogramme

KPI Planned target Achieved target

2018/19 | 2019/20 | 2020/21 | 2018/19 | 2019/20 | 2020/21
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v

onservation
{ Heritage

-

No. of
Heritage sites
and
monuments
monitored and
restored

18

12

12

11

ublic Records
1d Archives
[anagement

No. of records
digitized

1,000,000

200,000

200,000

240,827

2,386

97,183

No. of
networked
Public
Records and
Information
Management
Units

evelopment
1d promotion
{ Culture

No. of
traditional
herbal
medicine
practitioners
promoted

100

150

120

61

No. of
international
cultural
exchange
programs held

36

20

20

23

12

ibrary
‘rvices

No. of
Government
libraries
networked.

10

Source:

National treasury sector report

Page 104 of 179



15) Most of the targets set out under the state department were not achieved mainly because of the

16)

budget cuts and the decrease in the AiA because of the outbreak of covid 19 that restricted the
movement of people and social distancing.

The budget allocated to the department during the period under review was Kshs. 4,360.38
million in FY 2018/19, Kshs 3,908.67 million in FY 2019/20 and Kshs 2,489.69 million in FY
2020/21. Thus cumulatively, the budget approved for the three year period was Kshs 10,758.74
million while total expenditure for period was Kshs 10,278.75 million which represents an
absorption rate of 95.54%. In addition, sector had an actual expenditure of Kshs. 4145.52
million in FY 2018/19, Kshs 3,732.72 million in FY 2019/20 and Kshs 2,400.51 million in FY
2020/21 representing an absorption rate of 95.07%, 95.5% and 96.42% respectively.

III. State department for labour

The state department implemented the following programmes with the following objectives;

1.

Promotion of the Best Labour Practice with the objective of promoting harmonious industrial
relations, and a safety and health culture at work

Manpower Development, Employment and Productivity Management and the objective is to
enhance competitiveness of the country’s workforce

General Administration Planning and Support Services with the objective of improving service
delivery and coordination of State Department’s functions, programmes and activities

The table below gives the summary of the key targets and achievements for the FY 2018/19 to 2020/21

Tabled4: Actual achievement against targets set for FY 2018/19 — 2020/21

rogramme KPI Planned target Achieved target
2018/19 | 2019/20 | 2020/21 | 2018/19 | 2019/20 | 2020/21
romotion of Percentage (%) | 80 80 90 97.9 99.6 70
armonious resolution of
idustrial disputes
elations between Kenya
Migrant
Workers and
Employers
lanpower No. of trainees | 21,950 | 30,000 | 30,000 | 26,429
>velopment, placed on
nployment
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«

" .anagement

»

d
‘oductivity

industrial
attachment

No. persons
trained in
relevant
industrial skills

38,000

45,000

40,000

42,742

38,384

55,600

Number of
private
employment
agencies vetted
and registered

150

24 154

320

415

Number of
Bilateral

Labour

signed

Agreements
negotiated and

Source: National treasury sector report

17) In the achievements of the state department include training of 55,600 persons for various
industrial skills against the target of 40,000 persons. This is due to availability of more resources
but the target set for the FY 2019/20 was not met due to closure of institutions because of covid-
19 pandemic. The department also vetted and registered 415 private employment agencies from
the target of 24 due to the high demand on the low skilled labour in the Middle East.

IV. State department for social protection, pensions & senior citizens Affairs

This state department undertakes three programmes with specific objectives as highlighted below;

a)

b)

Social Development and Children Services - To empower communities for effective
participation in socioeconomic activities as well as to provide protection and care to
children and victims of human trafticking

National Social Safety Net - To promote coordination of social protection and
cushion vulnerable groups including children, persons with disabilities, older persons
and street families to meet basic human needs and live a dignified life
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¢) General Administration, Planning and Support Services - To improve service
delivery and coordinate functions, programmes and activities for the State
Department

Key achievements for this state department are summarized by the table below.

Table5: Actual achievement against targets set for FY 2018/19 — 2020/21

rogramme KPI Planned target Achieved target deviation

2018/19 | 2019/20 | 2020/21 | 2018/19 | 2019/20 | 2020/21

ocial Welfare | No. of skilled 250 250 22 252 276 33
1d Vocational | PWDs

ehabilitation provided with
tools of trade

No. of schools | - - 4 - ) 3
targeted for
“supplemental
school lunch
programme”

No. of farmer - - 4 - - 3
groups trained
s on livelihood

diversification

No. of - 3 2 - 2 1
boreholes
solarized and
water pan
rehabilitated

rought No. of 100,000 | 101,800 | 100,850 | 98,039 | 100,538 | 100,363
anagement beneficiary
households

under regular
hunger safety
net programme

" Page 107 of 179



No. of people
supported
through
cash/food for
assets

100,000

30,000

30,000

zace building
1d conflict
@anagement

No. of health
facilities
developed

133

53

Kilometres of - - 38 - - 15
roads
rehabilitated

Hectares of - - 318 - - 35
land
rehabilitated

No. of - - 1,816 - - 1,816
community
groups trained
’ and funded to
undertake
livelihood
activities

Source: National treasury sector report

V. State department for Gender

The state department for gender undertakes the following programmes with specific objectives as given
below.

Community Development - To promote socio-economic empowerment to vulnerable groups including
youth, women and persons with disabilities.

Gender Empowerment -To mainstream gender in government and private sector and promote equitable
socio-economic development between men, women, boys and girls.

General Administration, Planning and Support Services -To coordinate and provide efficient and
effective administrative, financial and planning support services.
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The table below gives the summary of the key targets and achievements met for the FY 2018/19 —
2020/21

Table6: Actual achievement against targets set for FY 2018/19 — 2020/21

rogramme KPI Planned target Achieved target

2018/19 | 2019/20 | 2020/21 | 2018/19 | 2019/20 | 2020/21

ommunity No. of 16,200 | 27,000 | 35,037 | 26,781 |24,897 | 40,371
evelopment vulnerable
students

benefiting from

Bursary and

Scholarships

ender No. of people 3,000 15,000 | 500 34,000 | 1,800 560
l[ainstreaming | reached in
creating \
awareness on

Gender issues

during

commemoration

of International

days on gender

Source: National treasury sector report

VI. State department of public service
The state department for public service undertakes the following programmes with their objectives;

a. General Administration Planning and Support Services -To transform the quality and enhance
Public Service Delivery.

b. Public Service Transformation -To provide leadership and policy direction for effective service
delivery.

c. National Youth Service -To develop discipline and empowered youth for effective participation
in national development
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Table7:

Actual achievement against targets set for FY 2018/19 —2020/21

*rogramme

KPI

Planned target

Achieved target

2018/19

2019/20

2020721

2018/19

2019720

2020/21

ublic Service

No. of

8.5 9

9.5

8.1

9.3

9.5

ransformation | customers
(million)
served in
Huduma
centres and
Huduma
Mashinani

No. of New 8 10 10 26 9 10
Services
Introduced to
Huduma
Channels

ational Youth | No. of youth - - 10,000 | - - 15,546
recruited and
trained in

paramilitary

skills

,2rvice

No. of youths | - - 50,920 | - - 39,524
imparted with
vocational and

technical skills

Source: National treasury sector report

VII. STATE DEPARTMENT OF YOUTH AFFAIRS

In the state department for youth affairs, they undertake one programme that is the Youth
Empowerment with the objective of enhancing empowerment and participation of youth in all aspects
of national development.

Table 8 gives a summary of key targets and achievements set out by the state department.
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% TableS8:

Actual achievement against targets set for FY 2018/19 —2020/21

rogramme

KPI

Planned target

Achieved target

2018/19

2019720

2020721

2018/19

2019/20

2020/21

outh
mpowerment

No. of youth
recruits
regimented and
trained

30,000

10,000

12,194 | 12,194

No. of youth
employed in
the Textile and
Garment
Technology
Institute

418 250

250 250

No. of youth
enrolled in
Technical &
Vocational
skills

31,304

39,524

31,500 | 39,524

No. of Youth
engaged in
internships and
Apprenticeship

8,000 8,500

12,000

8,500 10,500

9,200

Youth

Empowerment
Centers (YEC)
operationalize

10 84

40

21 70

18

Source: National treasury sector report

C. REVIEW OF THE STATE DEPARTMENTS POLICIES AND THE POLICY
PRIORITIES UNDERPINNED IN THE 2022 BPS
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I. State department for sports development

18) In the BPS 2022, the government's goal for tourism recovery, sports, culture, and the arts is to
embrace sports tourism as a way of marketing Kenya as a preferred tourist destination. The
government hosted international sporting events such as the World Under-20 IAAF and the
return of the fédération internationale de l'automobile (FIA) World Safari Rally Championship
to assist sports development, boost tourism, and also unlock economic opportunities.

19) The government will spend in improving various sport venues for events and competitions in
order to boost Kenya's worldwide status, with the long-term goal of promoting Kenya as a
sporting destination in Africa as well as a tourism powerhouse.

Key priorities heighted in the 2022 BPS include;
1. Talent development in areas of sports, music and arts
2. Development of sports infrastructure into international standards

3. Sports arts and social development fund

Table9: Resource requirement verses resource allocation (Ksh. millions)

Resource Allocation
Resource Requirement Deviation

State BPS Ceiling

department

2022/23 2023/24 2022/23 2023/24
Baseline

Recurrent 1,338.85 | 7,522.26 |9,167.31 | 1,075.70 | 1,407.32 | -6,446.56

Development | 15,147.79 | 19,917.30 | 19,258.10 | 16,008.00 | 16,269 -3,909.30

Total 16,486.64 | 27,439.56 | 28,425.41 | 17,083.70 | 17,676.32 10,355.86

Source: National treasury sector reports
II.  State department for culture and heritage

The BPS 2022 policy proposals set out for this state department is mainly conservation of heritage and
facilities.
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-+

The table below gives a summary of the resources required by this state department and also the

ceilings set out for each financial year;

Tablel0: Resource requirement verses resource allocation (Ksh. millions)

Resource
State Resource Requirement &llocation Deviation
department BPS Ceiling
on culture

and heritage | 2021/22
2022/23 | 2023/24 | 2022/23 | 2023/24

Baseline

Recurrent 2,931.10 | 4,420.30 | 4,442.67 | 2,950.23 | 2,995.78 | -1,470.07

Development | 55.9 1741.2 2,049.90 | 77.5 171 -1,663.70

Total 2,987.00 | 6,161.50 | 6,492.57 | 3,027.73 | 3,166.78 | -3,133.77

Source: National treasury sector reports

20) The deficit of Ksh,3,133.77 is seen under the state department of culture and heritage which is a
significant figure. The amount can result in the state department not undertaking crucial
development that is planned for the next three financial years.

III. State department for labour
The BPS 2022 has highlighted the following key policy proposals which include;
a) Harmonious industrial relations
b) Promotion of the skilled manpower for the industry
¢) Improvement of youth employability
d) Kazi mtaani programme to be allocated 10 billion to benefit 200,000 more youths

The table below gives a summary of the resources required by the state department to be able to
undertake all its programmes as well as the ceilings set out in the BPS.
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Table 11: Resource requirement verses resource allocation (Ksh. millions)

Resource

Resource Requirement Allocation
State BPS ceiling Deviation
department
on labour 2021/22

2022/23 | 2023/24 | 2022/23 | 2023/24

Baseline
Recurrent 2,782.70 | 4,509.70 | 5,044.40 | 2,800.70 | 2,852.90 -1,709.00
Development | 2,560.70 | 8,049.00 [ 467.5 572.5 308.9 -7.476.50
Total 5,343.40 | 12,558.70 | 5,511.80 | 3,373.20 | 3,261.80 | -9,185.50

Source: National treasury sector reports

21) The deficit of Ksh,9,185.5 million is seen under the state department of labour which is a
significant figure. The amount can result in the state department not undertaking crucial
development that is planned for the next three financial years since the development deficit has

the lion share of Ksh. 7,476.5 million.

IV.

The 2022 BPS has the following key interventions for the FY 2022/23

a) Support to vulnerable members of the society through the social safety nets programme known

as Inua Jamii

b) Skin care for persons with albinism

¢) National council for persons living with disabilities fund

d) Fight eradication against FGM and GBV

e) Establishment and operationalize of government run shelter for victims of human trafficking
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Tablel2: Resource requirement verses resource allocation (Ksh. millions)

A4

State
department

Resource Allocation

Resource Requirement
for social

protection, BPS ceiling Deviation
pensions |

and senior 2021/22
citizens 2022/23 2023/24 2022/23 2023/24 |

Baseline ‘

Recurrent 30,485.40 | 44,613.80 | 54,222.80 | 31,421.60 | 36,084.50

13,192.20 |

|
Development | 3,082.60 | 8,060.40 [4,474.10 |2,850.30 | 2921 -5,210.10
Total 33,568.10 | 52,674.10 | 58,696.89 | 34,271.90 | 39,005.50 18.402.20

Source: National treasury sector reports

22) The state department has a deficit of Ksh.18,402.2 million with the recurrent expenditure having
a deficit of Ksh.13,192.2 which is a significant figure. The amount can result in the state |
department not undertaking even the general administration mandate. The amount should be
reconsidered otherwise money allocated for development could be used under the recurrent
expenditure.

V.  State department for Gender
The BPS 2022 has the following key strategic policies to implement;

1. Empowerment of youths, women and vulnerable groups through:
a) Kenya youths and empowerment project
b) National youth service
¢) Youth enterprise development fund
d) Women enterprise fund
e) Uwezo fund

f) Established youth empowerment centres
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Tablel3: Resource requirement verses resource allocation (Ksh. million)

Resource

: Allocation
Resource Requirement

State BPS ceiling Deviation
department

for gender | 2021/22

2022723 | 2023/24 | 2022/23 | 2023/24

Baseline

Recurrent | 1,035.80 | 2,851.30 | 3,189.90 | 1200.4 | 1,570.90 | -1 650.90

Development | 2,032.00 | 3,565.50 | 3725 2,776 2580 -789.50

Total 3,067.80 | 6,416.80 | 6,914.90 | 3976.4 | 4,150.90 | -2,440.40

Source: National treasury sector reports

23) The allocations to the state department of gender has a deficit of Ksh.2,440.4 million in for both
recurrent and development. The total 2022/23 budgetary deviation amount which is significant
may affect the implementation of the planned activities which may include those in the recurrent
expenditure. Further, the deviation could also lead to allocation of resources to other areas of
urgency and not areas allocated for by the government.

VI. State department for public service

The BPS 2022 policy proposals set out for this state department is the implementation of various
policy, legal and institutional reforms to enhance efficiency of public service delivery

The table below gives a summary of the resources required by this state department and also the
ceilings set out for each financial year;

Tablel0: Resource requirement verses resource allocation (Ksh. millions)

Resource
. Allocation o e
State Resource Requirement Deviation
department BPS Ceiling
on public
2022723 | 2023/24 | 2022/23 | 2023/24
Baseline
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Recurrent

18,325.07

45,615

47,500

20,079.9

21,383.2

25,535.10

Development | 568 2,797,0 | 1,633 602.94 724 .81 -2,194.06
5 -

Total 18,893.07 | 48,412 | 49,133 | 20,682.87 | 22,108 27.729.16

Source: National treasury sector reports

VII.

State department for youth affairs

The BPS 2022 policy proposals set out for this state department are;

a) internships, rnentorship and apprenticeship programmes

b)

<)
d)

National Youth Service,

rAjira Digital Programme

e) Youth Enterprise Development Fund (YEDF),

Kenya Youth Empowerment and Opportunities Project,

f) establishment of Youth Empowerment Centers (YECs) across the country.

The table below gives a summary of the resources required by this state department and also the
ceilings set out for each financial year;

Table10: Resource requirement verses resource allocation (Ksh. millions)

Resource
State Resource Requirement Allgcation Deviation
department BPS Ceiling
on public
service 2021/22
2022/23 | 2023/24 | 2022/23 | 2023/24

Baseline
Recurrent 1,439.93 | 2,986.4 |2,706.59 | 1,454.3 | 1,496.85 [ -1,532.10
Development | 3,210.49 | 3,264.79 | 2,561.64 | 1,937.79 | 1,387.54 | -1,327.00
Total 4,650.42 | 6,251.19 | 5,268.23 | 3,392.12 | 2,884.39 | -2,859.10

Source: National treasury sector reports
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KEY SALIENT ISSUES
1. The transfer of library functions to county governments under the legal notice No. 142 of 2019

has not materialized. This was to be implemented by 1 of July 2020 until now since attendant
resources for the same was not allocated. This could be done by transferring resources to
respective counties in form of grants to ensure this function takes off.

2. Most of the state departments considered by the labour committee have significant deficit
between the resources required verses resources allocated. The deviation could make the
departments not be able to properly execute its mandate and also the development projects.

3. The crisis and issues surrounding the Football of Kenya Federation are likely to compromise the
football industry in the country. Some of the issues arising include misappropriation of funds
which need to be addressed with urgency. Further, the federation need a stable management that
should be independent to enhance and promote the football in the country as well as adhere to
the international standards of FIFA.

4. The “kazi mtaani” initiative is being undertaken under the state department of housing and it is a
labour issue. The resources for this programme should be channeled through the state
department of labour. In cases of labour disputes that could arise from this initiative can only be
addressed by the labour department and it can be well managed if the programme is being
undertaken by the state department of labour.

5. The Inua Jamii programme that supports the elderly people in the society has had issues on the
criteria used for registration of the elderly since there are eligible people who are supposed to
benefit but they are not. Further, the distribution of the people benefitting is not even across the
country.

6. The labour migration to the middle East has had challenges since the number of workers in this
region who have had distress and required assistance and evacuation are alarming. The manner
in which they are being recruited and transported there, the government should have clear record
on the same. Further, with regard to the recruiting agencies of the labour migrants, the
government should have a clear record on the same and their physical addresses.

D. COUNTY ALLOCATIONS FOR FY 2022/23

1. The Division of Revenue Bill 2022 proposes allocating Kshs. 370 billion to county governments
as their equitable revenue share and Kshs. 7.1 billion to the Equalization Fund. The retention of
the equitable share allocation at Kshs. 370 billion is informed by:

a. The impact of COVID-19 on revenue mobilization has created uncertainty in revenue projections and
thus it would be imprudent to raise county sharable.

b. The government is adopting a fiscal consolidation strategy which is expected to be split between the
two levels of government.
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c. The Consolidated Fund Services (CFS) budget for FY 2022/23 which has been revised upwards by
Ksh 46.9 billion. Thus, in order to retain the deficit at the BPS 2021 level, the National Government
ceilings have already been revised downwards by Ksh 15.0 billion while maintaining the county

equitable share at the same level.

2. In addition to their proposed equitable share of revenue, County Governments will continue to
receive the following additional allocations as per the Table 13 below.

Table 13: County Governments allocations FY 2018/19 — 2022/23 (Kshs. Million)

Type/ Level of Allocation 2018/19 | 2019/20 | 2020/21 |2021/22 | 2022/23
County equitable share 314,000 |316,500 | 316,500 | 370,000 | 370,000
Additional conditional allocations, of which:

Leasing of Medical Equipment 9,400 6,205 6,205 7,205 5,200
IS{I;};(p;l:g;r;tr:or construction of County 605 300 300 330 454
Allocations from loans and grants 33,242 - 39,090 30,204 32,334 | 31,382
Total County Allocations 372,741.9 | 378,305 | 369,868 | 409,871 | 407,036

Source: National Treasury, 2021

3.  Horizontal allocation of revenue among the County Governments shall be based on the third basis
formula, which was considered and approved by Parliament in September, 2020. The third formula
takes into account the follow in g parameters; (i) Population (18%); (i) Health Index (17%); (ii1)
Agriculture Index (10%); (iii) Urban Index (5%); (iv) Poverty Index (14%); (v) Land Area Index (8%);
(vi) Roads Index (8%), and; (vii) Basic Share index (20%). Application of the Third Basis is on
condition that the formula’s implementation would be preceded by a Ksh 53.5 billion increase in the
Counties’ equitable revenue share, which has now been achieved. Accordingly, in FY 2022/23, the
Counties will share an estimated Ksh 370 billion as equitable share.
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9. LAND, ENVIROMENT AND NATURAL RESOURCES

A.

1.

INTRODUCTION

The second schedule of the Standing Orders for the Senate mandates the Committee on Lands,
Environment and Natural resources to consider all matters relating to lands and settlement,
housing, environment, forestry, wildlife, mining, water resources management and
development.

This Brief guide the Committee as it accomplishes the important role of scrutinizing and
reviewing the policies, programmes, and expenditure ceilings proposed in the Budget Policy
Statement for the Lands, Environment and Natural Resources sectors. The Lands sector as a
critical enabler for the Big Four Agenda and the Vision 2030. For example, construction of the
social housing program under the atfordable housing program is heavily dependent on the
availability of affordable land, while the attainment of food and nutrition security is also
dependent on reforms around land issues and supportive ecosystem services.

THE LEGAL BASIS FOR PROCESSING OF THE BPS

The Budget Policy Statement (BPS) is one of the pre-budget documents that allows consultation
to take place in particular between the legislative and the executive arms of government. It sets
out the Government’s priority programs to be implemented in the Medium-Term Expenditure
Framework (MTEF) under a devolved system of Government. The BPS seeks to address the
challenges that continue to hold the economy back from achieving its full potential by setting
out priority programs to accelerate and sustain a broad-based economic growth.

The Budget Policy statement is published in accordance with Section 25 (2) of the PFM) Act
2012. The law requires that the National Treasury to submit the BPS to Parliament by the 15"
February each year and Section 232 (1) of Standing Orders which requires that each year not
later than the 15" February the Cabinet Secretary responsible for finance submits to the
Assembly a BPS.

Section 25 of the PFM Act requires the National Treasury to prepare and submit to Cabinet the
BPS for approval. The National Treasury is then required to submit the approved BPS to
Parliament, by the 15" February in each year. The BPS 2022 was submitted on 30" November,
2021 due to the General Elections in August 2022.

Further, Parliament has fourteen (14) days after its submission to scrutinize and review the
BPS. The Standing Orders give all the Departmental Committees 7 days to prepare a report and
submit to the Budget and Appropriations Committee after which Parliament shall adopt the
report with or without amendments.

The BPS contains the following:
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vi) An assessment of the current state of the economy and the financial outlook over the
medium term, including macro-economic outlook.

vii) Financial outlook with respect to Government revenues, expenditures and borrowing for
the next financial year and over the medium term.

viii)  The proposed expenditure ceilings for the 3 arms of Government and indicative
transfers to County Government.

ix) The fiscal responsibility principles and financial objectives over the medium-term
including limits on total annual debt.

x) The total resources to be allocated to individual programmes and projects within sector,
ministries, departments and agencies indicating outputs expected during the period.

HIGHLIGHTS OF THE BUDGET POLICY STATEMENT 2022

The theme for the BPS 2022 and the medium term is “accelerating economic recovery for
improved livelihood” The submission of the BPS is against a backdrop of an economy ravaged
by the COVID-19 pandemic. The policies in the BPS are anchored on the Medium-Term Plan
I1I of the Vision 2030 as prioritized in the “Big Four” Agenda. The focus of the policies is to
continue providing an enabling environment for economic recovery to safeguard livelihoods,
jobs, businesses and industrial recovery.

In this respect, the Government will strengthen implementation of programmes and measures
that ensure a more inclusive growth, foster macroeconomic stability, and avail liquidity to the
private sector including initiating innovative products to boost credit to Micro, Small and
Medium Enterprises (MSMEs).

(a) Overall Fiscal Framework

10. Revenue collection to October 2021 grew by 29.3 percent compared to a contraction of 9.6

11.

percent in October 2020. This growth is attributed to the improved business environment
following the reopening of the economy and ease on measures put in place to contain the spread
of the COVID-19 pandemic. As at end October 2021, the cumulative total revenue inclusive of
Ministerial Appropriation in Aid (AiA) was Kshs. 653.6 billion against a target of Kshs. 635
billion. This performance was Kshs. 18.6billion above the set target.

Total expenditure and net lending for the period ending October 2021 was Kshs. 854.2 billion
which was below the projected amount of Kshs. 904.2 billion. Recurrent spending amounted to
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Kshs. 612.8 billion while development expenditures amounted to Kshs.148.9 billion. Transfer to
County Governments amounted to Kshs. 92.5 billion.

Table 1: Summary of Proposed MTEF allocations (Kshs. Millions)

Details 2022/23 BPS % Share in the Total BPS Projections
Ceiling Allocation
2023/24 2024/25

National Government  2,075.01 62.7 - 2,192.37 2,306.42

Executive 2,017.65 61.0 2,132.41 2,242.70
Parliament ~ 38.48 12 " 39.88 4135

Judiciary 18.88 0.6 ~20.077 2237

CFS 864.13 26.1 | 908.80 982.52

County Government 370.00 11.2 375.00 380.22

Total 3,309.14 100 3,476.17 3,669.16

Source: The National Treasury and Planning

12. The following table shows the allocation to the County Governments from 2019/20 to 2022/23
with the highest allocation being Kshs. 370billion in the financial years 2021/22 and 2022/23.

Table 2: Division of revenue raised Nationally for FYs 2019/20-2022/23(Kshs. Million)

Type/ Level<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>