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Forewond

The 2022 Budget Policy Statement (BPS) is plepared against a background of
expected globairecovery after a slump in2020 occasioned by the negative effects

of the COVtp-tq pandemic. The global econorny is projected to grow by 5.9

pelcent in2OZl, from a contraction of 3.1 percent in2020. However, economic

prospects vary across countdes with the emerging rnarkets and developing

L"oro*i"r expected to pick up slowly compared to advanced ecoiromies give,

different country policy lesponses to the pandemic. Tlie projected recovery in

advanced economies reflects the anticipated additional fiscal support in the second

half of 2021 and broader vaccinations coverage across the group.

On the domestic scene, Kenya's economy rebounded strongly in the second quarter

of 2O2l,with real GDP growing 10.1 pelcent supported by easing of COVID-19

containment measures. Economic growth is projected at 6.0 percent in 2021 fiom

the contraction of 0.3 percent in202O. This translates to a glowth of 5.9 percent in

Fy ZO2ll22 from 2.9 percent in FY 2O2O\2L The econornic recovery reflects

improved business environment after easing of COVID-l9 restrictions and is

supported by the prevailing stable macroeconornic environment, ongoing

impiementation of thi strategic priorities of the Government under the "Big Four"

Agenda and the implementation of the third Economic Stimulus Programme'

To flrrther reinforce this growth outlook, thts 2022 Budget Pqficy Statement

outlines poiicy measures that will continue to stimulate resilient and sustainable

economic recovery. Tlie policies are anchored on the Medium-Term Plan III of the

Vision 2030 and focuses on creating an enabling environment for businesses and

industrial recovery, job creation, and safeguarding livelihoods. In this respect, the

Government witl stiengthen implementation of programmes and strategies that

ensure a more inclusive grornth, foster macroeconomic stability and avail liquidity

to the private sector inituamg initiating innovative products to boost credit to

Micro, Small and Medium Enterprises (MSMEs)'

Revenue performance in the FY 2020121 was satisfactory. Initially in the year,

revenues declined reflecting in part COVID-l9 containment measures adopted in

March 2020 ail the tax reliefs offered in April of the same year following the

outbreak of COVID-|9 pandemic. Revenues have since rebounded registering a

strong growth in the first quarter of FY 2021122, where cumulative ordinary

,.r.o:o.-, outpacing the target by Ksh 16.7 billion. The strong performance is

expected to Lontinue in the FY 2o2ll22 buoyed by the easing of COVID-l9

.e&rictions and will form the basis for achieving revenue targets for the FY

2022123 and medium-term budget.

The National Treasury and Planning is developing the National Tax Policy and has

initiated the preparation of the Medium-Term Revenue Strategy (MTRS) both of
which will strengthen revenue mobilization and reinforce the fiscal consolidation

plan. This coupled with expenditure prioritization will ensure the fiscal deficit

iemains at debi stabilizing levels going forward. The Government will continue

implementation of cost--cutting measures including parastatals reforms and
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aligrunent of resources to progranunes in the MTP III with particular focus on the
"Big Four" Agenda and Economic Recovery Strategy to accelerate growth,
employment creation and poverty reduction. In this regard, detailed budgets of all
MDAs have been scrutinized to curtail growlh of recunent budgets, and ensure
completion of ongoing projects with particular ernphasis placed on projects nearilg
completion to ensure that citizens benefit from such public investments. Further,
the fiscal policy is airred at ensuring successful conduct of the 2022 General
Elections.

The FY 2022/23 budget is being prepared under a revised budget calendar that
takes into account the preparations for the 2022 General Elections. Therefore,
Ministries, Departments ald Agencies (MDAs) are expected to adhere to the strict
deadlines in the revised budget calendar to enable finalization of the FY 2022123
Budget by March 2022.

The policy measures outlined in the 2022 Bps have benefited from wide
consultations. I would like to thank H.E. The president and H.E. The Depury
President for their guidance while developing this document. Much appreciation
also to my colleagues in the Cabinet, staff of the National Treasury and Planning,
Stakeholders and the general pubiic for their valuable contributions.

HO YATANI, EGH
CABIIIET SECRETARY/ NATIONAL TREASURY & PLANI\ING

(

lv

$EGRTT

2022 Budget Policy Statement



Y $ttHtl
Ae knowledgement

The2O22BPS is prepaled in cornpliance with the provisions of the Public Finance

Management Act, iOtZ.It outlines the curent state of the econoiny, provides

-u"r.o-fir.ul outlook over the rnedium tenn and specifies the set strategic priorities

and policy goals together with a summary of Goverrunent spending plans as a basis

for tlre Fy ,022123 budget. The publication of the 2022 BPS aims to improve the

public's understanding of Kenya's public finance lnanagement and guide debate

on econofilic and development matters.

As we ftnayze the budget for the FY 2022123 and tlie medium term, I wish to

emphasize that we are operating under tight resource constlaints with the economy

y.ito recover fiorn tlie adverse effects of the COVID-I9 Pandemic and with a

ctoua of uncedainty of othel potent valiants of the COVID-19 virus appealing. On

the other hand, the Govemment is confronted with significant expenditure

demands including financing the Economic Recovery Strategy and the "Big FouL"

Agenda, protecting livelihoods and election related spending. Proper prioritization

tolnsure focus is on critical expenditures with the highest positive impact on the

well-being of Kenyans is therefore imperative. In this regard, the Government will
continue io prudently manage the use of public resources over the 2022123-2024125

Mediurn Term Expenditure Framework (MTEF).

Towards this end, while developing the budget proposals for the medium-term, the

Sector Working Groups (SWGO undertook a critical scrutiny of individual MDAs'

budgets execution reports to curtail growth of recurrent budgets and ensured that

fi-Ji"g priority is accorded to completion of ongoing projects, which are

supportive to accelerate inclusive growth and development'

The preparation of the 2022 BPS was a collaborative effort among various

Government MDAs and we are grateful for their timety inputs. We are also grateful

to participants of the Public Sector Hearings that was held in October 2021 atdthe
general public who provided invaluable inputs to this 20228P5. Special gratitude

iro go.t to the officers from Macro Working Group who met in Naivasha from

llth t 19tr November,202l to review and finalize the 2022 Budget Policy

Statement. Finally, we are gratefirl to the core team from the Macro and Fiscal

Affairs Department and Budget Department who worked tirelessly to put together

inputs from different MDAs, stakeholders and the public and ensured the document

was produced in time while maintaining high quality standards.

MUIA, PhD, CBS
PRINCIPAL SECRETARY/TTIE NATIONAL TREASIIRY

SEORET
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Ahowt tlae Budget Folicy Statemrcmt

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

the broad strategic pi'iorities and policy goals to guide the National Govemrrent

and the County Goverrunents in prepaling their budgets for the subsequent

finalcial year and over the medium tenn.

In the docurnent, adherence to the fiscal responsibility principles demonstrates

prudent and transparent rnanagement of public Iesources in line with the
-Constitution 

and the Public Finance Management (PFM) Ac1,2012.

Section 25 of the PFM Act, Z}l},provides that the National Treasury shali prepare

and subrnit to the Cabinet the BPS for approval. Subsequently, the approved BPS

is submitted to the Parliarnent, by the 15th of February each year. Parliament shall,

not later than 14 d.ays after the BPS is submitted, table and discuss a report

containing its recommendations and pass a resolution to adopt it with or without

amendments. in view of the revised budget calendar to accommodate the General

Elections scheduled for Augusl 2022, the 2022 BPS will be submitted to
parliament by 30fl, November,2O2L The Cabinet Secretary, the National Treasury

and planning shatl take into account resolutions passed by Parliament in finalizing

the budget for the FY 2022123 and the medium term'

The Budget Policy Statement contains:

(u) a, assessment of the current state of the economy including macroeconomic

forecasts;
(b) the financial outlook with respect to Government revenue, expenditures and

borrowing for the next financial year and over the medium term;

(c) the propo-sed expenditure ceilings for the National Government, including
' ' 

thosi of puriiurrent and the Judiciary and indicative transfers to County

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

term including timits on tokl annual deb! and

(e) Statement of Specific Fiscal Risks-

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

into account the views of: The Commission on Revenue Allocation; County

Governments; Controller of Budget; Parliamentary Service Commission; Judicial

Service Commission; Ministries, Departrnents and Agencies; the public; and any

other interested persons or groups.

SECH[T
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I" RECENT ECONOMIC DEVELOPMENTS AND
MEDIUM-TERM OUTI-,OOK

I.l Overview

1. The Kenyan econorny contracted by 0.3 percent in2020 compared to a growth
of 5.0 percent in 2019. This performance reflects the adverse effects of the COVTO-
19 pandemic, which disrupted activities in Wholesale and Retail Trade, Education,
Accommodation and Restaurant and, Transpofi and Storage sectors. The economy
is expected to rebound to 6.0 percent iirt2O2l, due to a stronger global demand and
recovely in Service and Manufacturing sectors.

2. The economy continues to register rnacroeconomic stability w'ith low and
stable inflation and interest rates, and a competitive exchange rate that support
exports. Yeat-on-year overall inflation rate has remained low, stable and within the
policy target range of 5+l-2.5 percent since the end of 2017. The year-on-year
inJlation rate increased to 6.45 percent in October 2021 ftom 4.84 percent in
October 2020 diven by increased food and fuel prices.

3. The foreign exchange market has largely remained stable despite the tight
global financial conditions attributed to uncertainty due to the COVTO-1q
pandemic. The Kenya Shilling to the US Dollar exchanged at Ksh 110.9 in October
2027 compared to Ksh 108.6 in October 2020. The current account deficit is
estimated at 5.5 percent of GDP in the 12 months to Septemb er 202L The deficit
reflected higher imports of goods and seruices relative to 2020. The current account
deficit is projected to average 5.2 percent of GDp in202l.
1.2 Recent Economic Developments and Outlook

Global and Regional Economic Developments

4. Global economic growth n2021is projected at 5.9 percent from a contraction
of 3.1 percent n 2020 (Table 1.1). However, most of the emerging markets and
developing economies are projected to experience a more uneven recovery from
the COVID-I9 pandemic compared to their counterparts. This is largely on atcount
of uneven access to COVID-l9 vaccine, which is therefore likely to impact
negatively on the firll resumption of economic activities in these economies. 

^

5. The advanced economies ure projected to recover and grow by 5.2percent in
2021 from a contraction of 4.5 percent n 2020. This projected recovery,
particularly in the United States, reflects the anticipated legislation of additionat
fiscal support in the second half of202l and broader vaccinations coverage across
the group.

6. Economic growth in the Sub-Saharan Africa region is projected at3.7 percent
n 2021 from a contraction of 1.7 percent n 2020 due to-improved expo-rts and
commodity prices, and the rollout of vaccination programmes. This gro*th *itt
also be supported by a recovery in both private consumption and investment as
economies re-open (Table 1.1).

I

1[
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* Projected
Souri" of Data: Kenya National Bureau of Statistics, The National Treasury

8. The economy contracted by 0.3 percent n2020 from a growth of 5.0 percent

n 21lg following the adverse impact of COVID-l9 pandemic and the resultant

containment measures. The govemment's priority was premised on the need to

safeguard the lives of Kenyans while at the same time cushioning the economy

tom me efflects of COVID-l9 pandemic. The health crisis required the

introduction of temporal restrictiv" *e*r."s to curb the spread of the virus which

resultedto negative-impacts on some key sectors of the economy' Many businesses

especially tho-se relatei to tourism and educational activities closed down during

tlre second quarter of 2020.

Table 1.1: Global Economic Growth Percent

Source of Data: October 2021 WEO

D o mestic E c ono mic D ev eloP ments

7 . The National Accounts were revised and rebased 1n2020 where the base year

was changed from 2009 to 2016. The revised growth rates were relatively lower

than in the previous estimates, largely on account of an expanded base, change of
benchmark-data, datasources as well as revision of time series indicators (Figure

1).

1: Annual Real GDP Growth rates

1
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9. The contraction was spread across all sectors of the economy but was more
dismal in Accommodation and Restaurant Services activities, 

-Education, 
and

Transport sectors. The overall performance of the economy in2)2Owas cushioned
from a deeper slump by accelerated growths in Construction activities (11.8
percent), Health selices (6.7 percent), Mining and euarryng (6.7 percent) and
Agricultural production (4.8 percent). Pick up of economic activities resurned in
the third quarter of 2020 with further improvements in subsequent quarters.

10. Kenya's economy is projected to rebound to 6.0 percent in 2021. The
recovery in2021is on account of the reopening of the economy which is expected
to increase economic activities and also partly reflects lower base of 2020 when
most service sectors were adversely affected by the closure ofthe economy thereby
recording negative growths.

1 i. In the first and second quarters of 2021, activities in Agriculture, Forestry and
Fishing sector recorded a slowdown. The sector is estimated to have contractld by
0.9 percent in the second quarter of 2021 compared to a growth of 4.9 percent in
the corresponding quarter of 2020 (Table 1.2). This was mainly o, u""oi*t of less
than expected rainfail during the period with a significant decline in teaproduction
in the second quarter of 2021. The sector's performance was cushioned from a
steeper slump by a notable improvement in the production of milk, horticultural
products and sugarcane. The volume of vegetables, cut flowers and fruit exports
increased by 58.1 percent, 55.2 percent and 23.5 percent, respectiveiy ovei the
same period.

12. The performance of the Industry sector improved to a growth of 7.9 percent
in the second quarter of 202l compared to a contraction of 0.lpercent in the second
quarter of 2020. This was mainly on account of improved performance of the
Manufacturing and, Electricity and Water supply sectors.

Table 1.2: Sectoral GDP Performance

Source of Data: Kenya National Bureau of Statistics

'v

2019 2a20 2021
Sectors

Qr Q2 Q3 Q4 Ql Q2 Qs Q4 Q1-Q4 Ql Q2 AvgQl&e2
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13. Electricity ald Watel supplS' sector grew by 5'2 percent in the second quaftel

of 2OZl compared lo a 4.7 pelcent contrJctiol in the second quafiel of 2020' The

increase in electricity generztion was irotable from all sources except geotherrnal'

Eiectricity ge,eratei fiom both thennal and w-i,d expanded by about 69'0 percent

in tlre second quarter of 2O2l compared to a contraction of 64'9 percenl and29-'3

f.r""rri, r.rpectiv"ly, in the same quarle t of 2020. Electricity genelated fi'om hydro

'i.r.reused Ai q.Apercent in the second quarter of 2021'

14. The Manufacturing sector grew by 9.6 percent in the second quarler of 2021

compared to a contractlon of 4.7 percent iri ttre same period of 2020' This was

supported by a, i-fror"*"nt in tire manufacture of food (6'7 percent) and non-

ioia proa, itr ltZ.Z'l"r:cent). The inploved production of rron-food products w-as

evident in the urr"irUfy oi *oto, vehicle (10.0 percent) 
".nd 

*.Tuiucture 
.of

galvaruzed,iron sheets 1i+.S p.r."nt) and, papel and paper products (13'5 percent)'

15. The Construction sector relatively declined to a grou'th of 6'5 percent in !e
second quarler of Zlit compared to 8.2 percent in the second quarter of 2020'

HoweveL, cement consumption increased iy 29.3 percent in the second quarter of

2O2I,pointing to sustenance of performance in economic activities in the sector'

16. The activities in the Services sector improved significantly in202l due to the

easing of the containment measules and the 2020 base effect' The sector grew by

15.7 iercent in the r"*"a quarter of 2O2l,compared to a contlaction of 6'7 percent

in the second quarter otiOZO. The contraction in 2020 was due to government

*"u,*.,putinplacetocombatthespreadoftheCoVlD-lgpandemic.

lT.AccommodationandRestaurantsectorgrewbyg.lpercentinJhesecond
quarter of 2021""*p*"a ,o a contraction of 5?.8 percent in the second quarter of

2[20.This was evident in the improvement of the number of visitor arrivals and

hotel operations io tt. review period following relaxation of most of the

restrictions related to the COVID-I9 pandemic'

18. Transportation and Storage sector grew by 16.9 percent in the second quarter

of Z111compared to a contaJtion of 16.8 percent T th" second quarter of .2020'

The accelerated growth was as a result of iifting of restrictions on domestic and

international movement which were in place in G second quarter of 2020' Freight

movement, p*r.ogp. t ansport and the;umber of visitors arrival through Standard

Gauge Railway (Seilt il;eased in the second quarter of 2021 compared to the

second quarter of2020.

InJlation Rate

t9. Year-on-year overall inllation rate has remained low, stable and within the

poticy target range of 5+l-2.5 percent since the end 2017 ' The year-on-yeal

inflation rate increas ed. to 6.45 percent in October 2021 from 4.84 percent in

october 2020 marily-J.i"." by food and fuel prices. However, the inflation rate

remained within A"'t*g"t rurr!. moderated by muted demand pressules (Figure

r.2).

1
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20' Food inflation remained the main driver of overall inflation in october 202I,contributing 3.8 percentage points, an increase, ,o-p*Jto a contribution of 2.3percentage points in october 2020. The increase was mainly attributed to arvweather conditions and supply constraints that resulted in a rise in prices of keyfood items particularly tradiiional vegetables, tomatoes, brtternut/pumpkins, peas,cooking oil and fat, beef with bones *d fror.o fish fillei. Fuel inflation contoibuted1.6 percentage points to overall inflation in october 2021 compxed to 1.7percentage points in October 2020, following a decline of internatiorra ol pri"",on account of build-up of oil inventories amid concerns on suppry growth.
2l' The contribution of core inflation to overall inflation has been low and stable,consistent with the muted dgmand pressures p rt. ."orro.y on account ofprudent
T9'"tu'y policy. The contribution of core inflation to overall inflation io.r"*"Jto
0'9 percentage points in october 2021 fromO.7 percentage foints in october 2020,reflecting a pick-up in economic activity and the effecf, or tn. implemented taxmeasures @igure 1.3).

F 1.2: Inflation Percent

Source of Data Kenya National Bureau of Statistics

1.3: Contributions to Inflation

Source of Data: Kenya National Bureau of Sntistics

Points

?2: Kenya's year-on year inflation rate compares favorably with the rest of Sub-Saharan A-frica countries. In September 202i,K"otu;;;rded a lower inllationrate than Burundi, Ghan4 Nigeria andZasbiu-Cfigo". f .nj.
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X..4: Inflation Rates in selected .A.frican Countries S tember 2021

Source of Data: Natiott al Cenfi"al Banl<s

1.5:

Kenya Shilling Exchange Rate

23. The foreign exchange market has largely remained stable despite the]igltt

global financial conditions attributed to uncertainty with regard to the covlD-lg
pandemic. fte f"nya Shilling tothe US Dollar exchanged at Ksh 1i0'9 in October

ZO21 "o 
pared to Ksh 108.6 in October 2020 (Figure 1'5)'

Rate

Source of Data: Central Bank of Kenya

24. ln comparison to most Sub-saharan A-frica currencies, the Kenya Shilling has

remained relatively stable, weakening by 2.0 percent ag11st the uS Dollar in the

VL* r" October 2O2l (Bigtne f.Q..ihis depreciatio".olm: Kenya Shilling was

lower than that of nwandiFranc, ir.ligeriaNaira Mauritius Rupee, Buru1di Franc

and Ghana cedi. The stability in the Kenya Shilling was-supported 
-bY 

increased

remittances, adequate foreign exchange reserves and favourable horticultural

exports.
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Figure 1.6: Performance of Seleeted Currencies against the US Dollar
October 2020 to October 2021

Source of Data: National Centt.al Banks

Interest Rates

1.7: Short Term Interest Ra Percent

Source of Data: Central Bank of Kenya

25. Short-term interest rates remained fairly low and stable. The Central Bank
Rate was retained at 7.0 percent in the septimber 2021 by the Monetary policy
Committee to signal lower lending rates in order to support credit access by
borrowers especially the Small and Medium Enterprises distressed by COVID-19
pandemic. The money market was relatively liquid in october 2O2liuppo* o,
Govemment payments. The interbank rate remained low but increas.aiiigrriry to
5.3 percent in october 2021 from2.7 percentin october 2020 (Figu re t.li.
26' Interest rates onthe Treasury bills remained relatively stable in October 2021.
The 9l-day Treasury Bills rate was at 7.0 percent in October 2021 compared to 6.5percent in october 2020. over the same period, the rg2-day Treasury Blls rate
increased to 7.4 percent from 6.9 percent while the364-day Tieasury Biils rate also
increased to 8.1 percent from 7.g percent.

27 ' The improved liquidity in the money market has resulted in stable commercial
bank rates. The average lending rate remained stable at l2-lpercent in September
2021 compared to I 1.8 percent in septemb er 2020 while trr"'uu.iug" d;;;;;"
declined from 6.4 percent to 6.3 percent over the same period. This led to an
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inclease in the average interest rate spread by 0.5 percentage points over the leview-

period (Figure 1.8).

re 1.8: Commercial Bank Percent

Ksh

Source ofData: Central Bank of KenYa

Source of Data: Centt'al Bank of Kenya

Money and Credit

2g. Broad money supply (M3) moderated to a growth of 8.7 percent in the year

to Septemb er 2021""'ripi"a to a glowth of 10.7percent in the year to September

2020 (Table 1.4). This reflected aielatively lowei Net Foreign Assets QFa) Ta
reduced growth in the net lending to Government component of the Net Domestic

Assets (NDA).

29. Net Foreign Assets o{FA) of the banking system in the year to September

2021 contacted by 11.7 percent, compared to a contraction of 10'3 percent i" 9"
year to September 2oz}.The decline in NFA of the centrai Bank was largely due

to scheduled debt service and other central bank operations. The NFA of

commercial banks also declined during the review period as a result of a decrease

in deposits abroad.

Table 1.4: Money and credit Developments (12 Months to september202l

I
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1.9: Private Sector Credit

Source of Data: Central Bank of Kenya
32. Additionally, the Credit Guarantee Scheme for the Micro , Small and Medium
Enterprises (MSMEs) that was launched in October 2020, continues to de-risk
lending by commercial banks and is

External S ector Developments

critical to increasing credit flow to the sector

J

30' The Net Dornestic Assets CNDA) registered a glorvth of 13.6 percent in theyear to Septernber 2021, a decline compared to a giowth of 17.3 percent over asirnilar peri odin2020. This moderation mainly reflelted a slowdown in net lendi,g
to govemment resulting fiorn a reduced utilization of Government deposits at the
Central Bank of Kenya. Net credit flows to the private sector and other public
sectors improved during the review period.

Private Sector Credit

3 l ' Private sector credit improved to a glowth of 7 .7 percent in the 12 months to
Septernber 2021 compared to a growth ofu .epercent initre year to Septernber 2020(Figure r.9). All economic sectors, .*..pi Mi,i,g and euarrying, registeredpositive credit growth rates reflecting impioved deirand as economic activitiespicked up in the first three quart.rr of zbzt. Strong credit growth was mainly
observed in consumer durables (17.6 perce,t); rilr*"" urd I.rr** ce (1r.7percent); Transport and communication (10.9 percent); Manufacturing'(9.g
percent) and Business services (7.6 percent).

33' The overall balance olpaymentposition declined to a deficit of USD l,4gg.gmif]lon (1.4 percent of G_Dp) in September 2021from a surplus of uSD t',4s7.5million (l-5 percent of GDp) in september 2020 (Figure r.r0). This was mainly
*::]:,1,0::l*. r: receipts from services despite * i-].or"*ent inthe capital andilnanclal accounts.
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re 1.10: Balance of P ent ofG

Source of Data: Central Bank of KenYa

34. The current account remained fairly stable in the year to Septembet2021'.The

current account deficit was at USD 5,989.3 million (5 5 percent of GDP) m

September 2021 comPared to USD 4,938.2 miilion (5 0 percent of GDP) 1n

September 2020. The current account balance was supported by an improvement

in the net Primary income and net secondary income balance'

10[

35. The balance in the merchandise account reduced by USD 1,449'0 million to

a deficit of USD disg s million in September -2O2l 
mainly due to increased

payments on imports despite an improvement in the export earnings (fable 1'5)'

In Septemb er ZOZ1, expoi gt"* tV 
1.2 

percent primarily driven by increased

receipts from export "ii"tai"rrt"e 
and manufactured goods' On the other hand'

imports of goods increased by L2.9 percent in septemb er 2021mainly reflecting

incieases in imports of oil and other intermediate goods'

36. Net receipts on the services account declined by USD 538'9 million to USD

87.3 million in Septemb er Z}Z|compared to USD 626'3 million in a similar period

la,z[zL.This was mainly on account of lower receipts from transport an-! tavel

services. The balance on the primary account improvedby USD 130'7 million to a

deficit of USD l,4ll.6 mililion in Septembet 2021, due to lower reinvestnent

related outflows. Net secondary income remained resilient and increased by usD

306.0millionduringthereviewperiodsupportedbyremittaaces.

3T.ThecapitalaccountbalanceimprovedbyUSDzs?lmillionregisteringa
surplus of USD 43g.2mi11ion in septemb ", 

iozl (Table f.5). The net financial

inflows also increas"a to usp 6,zig.q milion in september 2021compared to

USD 3,907.7 mi[i; in Septemb et 2020. This was on account of externa] debt in

the form of other i"[rt ""rts, 
portfolio investnents and financial derivatives'

Direct [nvestnent. 
[""ia.i n"i in*"ial oufflows driring the same period'
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Table 1.5: Balance of P ents Million

l9 T" banking sy_stem's foreign ex^change holdings remained strong at usD14,089.1 million in Septemb", i\zl rrom Lsl D,SL;.O million in September2020' The official foreign exchange reserves held by the central Bank increased tousD 9,632.2 million (5.g months of import 
"or"rj 

in septemb er 2l2lcomparedto USD 8,765.1million (5.4 months of import 
"o*rj in Septemb er 2020 (Figure1.1r).

39' The official reserves met the requirement to maintain reserves at minimum of4'0 months of import cover to provide adequate brffr;;"i"rt short term shocks inthe foreign exchange market-. co--ercial banks h;iftr increased to USD4,457.0 million in september202r from USD 3,grg.g-ililoo in septemb er 2020.

Source of Data: Central Bank of Kenya

Foreign Exchange Reserves

1.11: Ofricial X' Reserves

Source of Data: Central Bank of Kenya
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1.12: Performance of the Nairobi Securities

C apitat Mar k ets D evel oP maew t

40. Activity in the capital maikets improved in October' 2021 corttpaled to

October. ZOZO,with equity sha'e prices increasing as shown by the NSE ?q,S-hare

Index. The NSE 20 Share Index itood at 1,96i points by en{ of October 2021' an

increase compaled to l,784points by end of Oitober 2020' Malket capitalization

also increased to Ksh2,777 billion fi'om Ksh 2,i50 billion over the same period'

indicating increased trading activities (Figure 1'12)'

e

Source of Data: Nairobi Securities Exchange

1.3 Fiscal Performance

41. Budget execution in the first four months of FY 2021122 progressed well'

Revenues recorded positive growth rates reflecting improvement in business

environment, impact of ,"r"rrul of some tax relief measures effected in January

2L21,tax policy measures and enhanced revenue administration by the Kenya

Revenue Authority. Revenues are expected to improve in the rest of the fiscal year

fotiowing the reopening of the .conolIly and the increased demand for imports as

weil as improved dom-estic sales. Revenue targets for the FY 202t122 are also

exfected to be acnieved considering the perfonnance in the first four months'

42. Overall expenditures were within progmmme target underpinned by good

revenue p"fo'mu'"t and adequate liquidit5tin the government securities market'

However, ministerial expenditure targets were not firlly met partly due to low

uUrorptio" of foreign financed projects and lower than projected disbursement to

Counties.

Revenue Performance

43. Revenue collection to October 2021 grew by 29.3 p_ercent compared to a

contraction of 9.6 p"r"*t in october 2oao. This growth is attributed to the

improved business environment following the reopening^9Ih" economy and ease

on measures put in piace to contain the spread of the COVID-19 pandemic' As.at

end October 2021.', the cumulative tttal levenue inclusive of Ministerial
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Appropriation in Aid (A-i-A) w'as Ksh 653.6 billion against atargetof Ksh 635.0
billion. This perfonnance was Ksh 1g.6 billio, above iir" ,.t target.

44. ordinary revenue to octobet 202r recorded a growth of 25.g percent
compared to a contraction of 10.8 pelcent in October 2020. This growih was
recorded in all bload categories ofordinary revenue. Specifically, Ilcoire tax grew
by 27.8 pelcent, value Added rax (vAT) by 39.9 percent, Excise taxes by 22.2
percent, and Lnporl duty by 1 1.9 percent. In nominal temrs, ordilary ,.u"ru"
collection to October 2021 was Ksh 576.6 billion against a target of Ksh 560.0billio,. This perfonnance was Ksh l6.6 billion abovJthe target.

45. Ministerial A-i-A inclusive of the Railway Development Levy was Ksh 77.0billion against a target of Ksh 75.0 billion reflecting iimety reporting of Semi-
Autonomous Goveurment Agencies (SAGAs) A-i-A. Ministeriaj A-i-I revenue,
recorded 63.6 percent growth for the period ending October 2021 compared to a
growth of 4.0 percent over a similar period in2)20.
Expenditure Performance

!6' Total expenditure and net lending for the period ending October 2021 was
Ksh 854.2 billion which was below the projected amount of Ksh 904.2 billion.
Recurrent spending amounted to Ksh 612.8 biltion while development 

"rp"rrait 
r.

amounted to Ksh 148.9 billion. Transfer to County Govemments amounted to Ksh
92.5 billion

47 ' Recurrent spending was below the projected target by Ksh 7.6 billion mainly
on account of lower than targeted expenditure on operation and maintenance as
well as pensions.

!8, Development expenditure was below targetby Ksh 17.3 billion on accognt of
below target disbursements to foreign financid piogr*.s by Ksh 30.2 billion
signaling continued challenges with absorption of ertemally financed projects aswell as the effects of the COVID-19 pandemic. Disbursements to domestically
financed progftrrnmes, on the other hand, was above target by Ksh 13.7 billion
reflecting accelerated absorption in the first four months oitt. financial ye;
49' Fiscal operations of the Govemment by end of october 2021 resulted in an
overall deficit including grants of Ksh 193.7 billion against a projected deficit of
Ksh 253.7 billion. This deficit was financed through-net domestic borrowing of
Ksh 214.9 billion and net foreign repayment of rshlg.s bitlion.

1.4 Fiscal Poticy

50' Going forward into the medium term, the Government will continue with its
revenue mobilizatiol -d expenditure prioritization policy geared towards
economic recovery. This will support sustained, rapid and inclusive economicgrowt[ safeguard livelihoods and continue the fiscat consolidation programme,
thus creating a fiscal space for 1fos implementation of the ..Big Four,, agJnaa ana
other priority programmes in the medium temr. This will curtail gro*tiio public
expendifures to ensure it attains its fiscal consolidation path over the medium term
and strengthen management of public debt to ,rirri-ir. cost and risks of theportfolio, while accessing external concessional funding to finance development

t
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projects. The fiscal deficit is projected to decline fi'om 8.2 pelcent of GDP in F\

2O2ll22to 6.0 percent of GDP in FY 2022123 and fui1her- to 3'9 percent of GDP

by FY 2024125.

51. To achieve this ta:'get, the Government will continue to restrict grorvth in

recurrent spending and iouble its effolt in domestic resouloe mobilization' The

Governrnent has also been cutting down on non-priority expenditures such as

lrospitality, training, travel arrd fleezing of employment in rron-priority sectors in

ordel to manage the public wage bill'

52. Fufiher, Public Itrvestment Management (PIM) Unit at the National Tleasury

continues to play ; e;"; role in eihancing efficiency i, identification and

implernentation of Otf"tC social and economic investment projects' This takes

into account the Gor"rrr.rt's efforts to increase efficiency, effectiveness'

transparency and accountability of public spending In particular, the

implernentation of plrra r"g"r"tions undeithe PFVI Oy,r:^r, will streamline the

initiation, execution *a aiiu..y of public investment projects' It will also curtail

runaway project costs, eliminatodupLications and improve working synergy among

implernentationactorsfortimelydeliveryofdevelopmentprojects.

53. In order to ease the burden of pension payments in.future, the Goverrrment

will continue with i*f1"**ration of the Super Annuation Scheme for all civil

servants below the age of 45 yeats rolled out in January 2021' In addition' to

support devolution *"a,o ..rr*" quality services are offered by devolved units' the

equitable share has been retained at Ksh 370'0 biltion in the FY 2022123 in line

*ith tt . fiscal consolidation plan'

54, In this regard, expenditures aS a share of GDP are projected to de-cline from

25.0 percent in the pi ZOZ\:ZZ to 23.7 percent r1 the FY 2022123 and fi'rther to

22.2 percentin the FY 2024125. on the other hand, Ievenues as a share of GDP are

projected to increase from 16.3 percenl in the FY 2021122 to 17 '4 percent in the

ryzozztz3andfurthertoiS.lpercentintheFY2024125.

55. Revenue performance will be underpinned by the on-going 1f'Tt^:j*
policy and revenue administration. In addition, the economic recovery occasioned

[y #pf.*entation of priority prcgprilnes under the Economic Recovery Strategy'

the ..Big Four" Ag;;'d; [,j ithJr priority programmes.outlined in MTP III are

expected to Uoori-i.r.n r.. Th; Government continues to minimize tax

.ri.rrait*". and io.r"ase predictability in the tax system that will boost revenue

performance.

56. The Govemment is in the process of developing a National Tax Policy

Framework that will enhance administrative efficieniy of the tax system' prwide

consistency *d ;;;, in tax legislation and management of tax expenditure'

The administrative ,.fo.-, witi ue geared towards tax base expansion,

strengtheniog "o*pti*r" 
and enforcenient functions, smart intelligence and

invesiigation, and integrated border management'

57. The tax base expansion programmes will be implemented through enhancing

compliance from the informal sector, simpliffing tax-processes, enhancing tax

payff education, "r, "r Geographic I#ormation System (GIS) for Biock

ManagementSystem,increasecompliancebyHigh-Net-Worthlndividuals
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(HNWI), taxation of the digital economy, and strategic collaboratio, andpartnerships for revenue mobilization. The compliance and enforcemelt functionaims to ensure a holistic approach through centralized comrnand and timelyutilization of smart intelligence, which tiitt u. paramount in enhancing taxcompiiance and curbing comrption, fraud and tax evasion.
58' In order to adopt a comprehensive approach for undertaking effective taxsystem reforms for boosting tax revenr.r *d irnproving the tax slstem over themedium tenn, the Government intends to develop a-Medium_Term RevenueStrategy (MTRS)I. with a four-year time horizon io undertake comprehensive
I.j9*r of tax policy and revenue administration for eliminating t* gup uv rv2029130 to mobilize adequate resources for financing development needs. TheMTRS, together with pubiic expenditures rationalization will supporl fiscalconsolidation' It will also outline among others the tax reforms priorities aimed atincreasing revenue to a level that will racititate f**ring of the expenditure needsoutlined in MTPs of the Vision 2030. The MTRS is iso expected to galvanize
across.board support of the governrnent and government agencies, th"e private
sector including the civil society and the general public towards domestic resourcemobilization in order-to sustainabry funJ the growing gou"*-ent neods and theachievements of development goals.

59- Given the commitment to contain expenditures and revenue recovery
Teaswes put in place, fiscal deficit inclusive oigrants is projected to decline fromKsh 1,029.3 billion (8.2 percent of GDP) in thely zozitzzto Ksh 846.1 billion(6'0 percent of GDP) in the FY 2022/23 and turther to Ksh 670.0 uittion l:.1percent of GDP) in the Fy 2024/25 (Table 1.6). In the medium term, debi isprojected to remain sustainable

i

I A medium-term revenue-stuategy (MTRS) is a high-level multi-year road map of tax system
1efo1n 

in a county--typically, extending over 4 
1o.6 

y9ars. rhe organJing principle is a vision forthe future tax system with a clarity of pirpose which helps to ou"?"o-" well-known problems inthc political economy of tax system ."ior-. Experience poiot, to tn" i*t that erratic, inconsistentefforts at change frequently result in no changi at all-ir in quick reversal. Building a counfy-specific vision requires a government-led effoi and whole-of-glven:ment buy-in and supporg anda broad social and political commi5gal 10 tax system refom. ihus, an MTRS process is a countyendeavor leading to a broadly supported pubric, and transparenitax [rt.- reform.

1str

SECBET

2022 Budget Policy Statement



,
$[f,HTT
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1.5 Economic Outlook

Global Growth Outlook

60. The global economic recovery continues to strengthen, largely suppo.rted by

$adual reopening of economies, r;laxation of COVID-l9 restrictions particularly

in the major economies, ongoing rollout of vaccines, and strong policy measures'

Nevertheless, the o;tlo;k fIr gl,oUal $owth remains highly uncertain, due to the

resurgence of inf;tions, the reintro-duction of containment measures' and the

uneven pace of vaccinations across the globe. As such, global gowth is projected

to grow at 5.g pe;nt tn zoz1, modJrating to 4.9 percent n 2022 from the

contraction of 3.1 percent tn2O2,O. Global giwth is expected to moderate to 3'3

plr"""t over the medium term reflecting further poliq support. The- emerging

market economies and low-income develiping countries. have been hit harder and

*. ."p.o.d to suffer more significant losses in the medium-term losses'

61. The sub-Saharan African region has not been spared the negative efFects-of

the pandemic with * *-fu estitated to have contracted by 1'7 percent 162020'

Consistent with forecast in other regions, economic glowth in the region is

expected to ...orr., i o 3.7 percefi n ,021 and 3.8 percent in 2022 suppofied by

improved exports *a 
"o*rodity 

prices along with a recovery in both private

"orrro-ption-and 
investment. However, per capita output is not expected to retum

to2019levels until after 2022'

PROJECTIOXS
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Donrcstic Growth Outlook

62' Like the rest of the world, the domestic economy was not spared frorn the
adverse impact of the pandemic and estimated to have iontracted to 0.3 percent in
2020' The economy is expected to rebound to 6.0 percent in202l, attributed a pick-
up of activities after the reopening of the ..orro*y. This also in part reflecti thelower base in 2020 when most serice sectors especially acconllodation and
restaurant, education as well transport and storage iervices contracted in second
and third quarters of 2020 with huge margins.

63. In terms of fiscal years, the economy is projected to expan dby 2.gpercent in
the FY 2020/21,5'9 percent in FY 2021122 *i O.t percent in Fy 2025126. This
outlook will be reinforced by the prevailing stable -u.ro.roromic environment
and the ongoing implementation ofthe strategic priorities ofthe Government under
the "Big Four" Agenda and Economic Recovery Strategy. Weather conditions are
expected to be favorable_supporting agricultural output. Is aresult, export of goods
and services will expand as global demand normalLes. These faciors will pu"sh upconsumer demand and increase both public and private sector investment
reinforcing the projected growth. The economic growth projections over the
medium term are aligned to those of the Third Medirin Terrnplan (201g-2022) of
the Vision 2030 (Table 1.7 and Annex Tabte l).
64' The Government is currently focusing on the implementation of the
Economic Recovery strategies that aims at restoring the economy to a stronggrowth path, creating jobs and economic opportunitils across all iegions of the
country with a view to tackling social and inCome inequalities. It is elpecteJthat
the successful implementation of the Economic Recovery Strategy which is also
aligned to the "Big Four" Agenda will promote inclusive $owth and transform the
lives of Kenyans.
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Tahle 1".7: Macroecononni c Framework

Source ofData: The National TreasurY

1.6 Risks to the Economic Outlook

65. There are risks to this macloeconomic outlook emanating from dgl::'i" -*
well as external sources. On the domestic front, the emergence of new COVID-19

variants that may ,.lrir" broader reinstatement of containment measures, in the

;;uy and its ilra;i,g prrtrers, could lead to renewed disruptions to trade and

tourism. other rists rletate to lower agricutturat output due to potential adverse

weather conditions and continued desert locust infestation in the northern region

of the country, which could potentially reduce production of food crops and animal

feeds. Additionally, io.r"ur"d public Lxpenditure pressures, particularly wage and

other recurrent expenditures, would put a strain to the fiscal space.

66. The upside risk to the domestic economy relate to faster than projected

rebound in economic activities that would result in higher Government revenues

providing fiscal space that would support faster reduction in fiscal deficit and debt

accumulation. AddiiiooAty, potentiai lower oil prices in the intemational market

would result in improved tenns of trade'

67. on the extemal side, risks will depend on how the world responds to the

health crisis, including whether the new COVID-l9 strains ale respollsive to

vaccines. Additionalyigrowth would be weaker than projected if logistical hurdles

in procuring and airtliU"ti"g vaccines especiaily in emerging market and
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developing economies will be slow. The delays would allow the new variants to
spread, with possibly higher risks of infections among the unvaccinated
populations. World economies will be shaped by policies takin to limit persistent
economic disruptions, the evolution of financiaf conditions and commodity prices
especially oil in the intemational market and the adjustment capacity of tir.
economies.

68' On the upside, better global cooperation on vaccines could help prevent
renewed waves of infection and the emergence of new variants, end the healthcrisis sooner than assumed, and allow for faster normalization of activity,particularly arnong emerging market and developing economies. The Kenyan
Government continues to monitor the domestic and external environment and wiiltale appropriate policy measures to safeguard the economy against the adverse
effects of the risks if they were to materialize.
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ACCELERATING ECONOMIC RECOVERV
FOR IMPRO\TED LIVELIHOOD

I

BET

Roll out the third Economic Stimulus Programme for sustainable growth;

Accelerate implementation of the "Big Four" Agenda;

Maintain macroeconomic stability and enhance secudty of Kenyans and

their properties to foster a secure and conducive business environment;

Scale up development of critical infrastructure in the country such as

roads, ,*i1, ,rrrgy and water to reduce the cost of doing business and ease

movement of people and goods as well as promote competitiveness;

Enhance investment in key sectors of MTP III for broad based sustainable

recovery by promoting agricultural transforrration, growth in
manufacturing, environmental conservation and water supply,

stimulating tourism recovery, and sustainable land use and management;

Expand ur""r, to quality social services in health, education and

apiropriate social safety nets for the vulnerable population;

S*p,i* the youth, women and persons living with disability through

Govemment funded empowennent programmes;

Support County Governments through tuansfer of sharable revenues to

strengtt en theii systems and capacity in service delivery;

IrnplJment various policy, legal and institutional refonns to enhance

efficiency of public service delivery; and

Continue implementing the Economic Recovery Strategy'

NT

2.1 Overview

69. The covlD-l9 pandemic has magnified the irnpor-taflce a:rd the urgency to

ilstitute policy ,n.urri", to strengthen economic resilience and cushion Kenyans

and businesses from the adverse effects that result from economic shocks. Frort

the outset of the pandemic, the Goverunent took decisive actions to respond to the

adverse effects of the pandemic by irnplementing the Economic Stimulus

Programme (ESP). The objective of the ESP was to cushion businesses and

vulnerable Kenyans, incleaie demand fo1 local goods and sewices, and create

employment and increase incomes. The ESP created over 200,000 jobs for the

yorth,'.rlranced liquidity by supporting credit access to businesses and enhanced

Lash tr.ansfers to the r,'ullerable-and the emerging urban vulnerable as a result of

the pandernic.

70. Building on the gains made, the 2022 BPS articulates priority economic

policies and shuctualleforms as well as sectoral expenditure programs to be
'implemented under the MTEF for FY 2022123 - 2024125. This will create an

"rrubtiog 
environrnent critical to accelerate economic Iecovery and return the

."ororriy back to long term growth for improved iivelihoods' Towards this end' the

Government wiil unJefiake the following strategic interventions anchored in MTP

III:

v

i.
ii.
iii.

iv.

vl.

vii.

viii.

ix.

x.

20
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2.2 Economic Stimulus Programme
7I. The first and the second ESP were designed to ensure that the Kenyan
economy endures the shocks occasioned by the lockdown measures implemented
in the early stages of the COVID-19 pandemic.

72. With significant progress registered in the containment of COVID-I9, the
Governrnent has shifted focus from survival to co-existing with the disease. In this
regard, the Government will roll out the third phase of ESP to accelerate the pace
of economic gro*th and sustain the gains already made. The third phase of thebsp
targets key productive and serice sectors in thirteen strategic interventions that
cover: agriculture, health, education, drought response, policy, infrastrucfure,
financial inclusion, energy, and environmental conservation. The interventions
include supporting:

i. small scale tea fanners with fertilizer subsidy of Ksh 1.0 billion;
ii. Livelihoods of farmers within the nation's sugar belt by allocating an

additional Ksh 1.5 billion towards factory maintenance and payment of
farmers'arears;

iii. Completion of ongoing targeted interventions in the Coffee Sub-Sector by
allocating Ksh 1.0 billion;

iv. Communities afiflected by the ongoing drought especially in ASAL corurties
as part of National Livestock Ofl-take Programme by allocating Ksh 1.5
billion;

v- Reduction of prices of animat feeds by issuing a framework that will
facilitate the reduction of cost of animal and chicken feeds;

vi. Adequately prepare the education sector the next phase of the curriculum
reforrns where approximately one million students are to transition to jgnior
secondary school inJanuary 2023by allocating Ksh 8.0 billion forthe CBC
infrastructure expansion prograrnme for the construction of over 10,000
classrooms;

vii. Construction of additional 50 New Level 3 Hospitals in non-covered areas
and densely populated aretm across the nation to enhance access to medical
coverage through allocation of Ksh 3.2 billion;

viii. Roll out of the third phase of the "Kazi Mtaani,, programme to create
employment for over 200,000 youths across the country through an
allocation of Ksh 10.0 billion;

ix. Development of a framework for stabilization of petroleum prices by
December 2021 and full implementation of the Report of the Presidential
Taskforce on Review of Power Purchase Agreements that establishes a
pathway for the reduction of electricity prices by 30 percent. This will
cushion Kenyans against the turbulence caused by the volatility in fuel
pnces;

x. Implementation of the Anti-Money Laundering (AML) and combating
Financing of Terrorism (CFT) frameworks stipulated by the Proceeds of

I
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crime and arti-Money Laundering Act (POCAMLA) to better track and

trace illicit flows of tnoney. To boost growlh of MSMEs' the Govemrnent

rvill revise upwards the cash transactions repolting tlleshold from the

cu*ent mark of Ksh l million applicable to both w'ithdrarvals and deposits

by customers;

xi. MSMEs and bomowers with loans less than Ksh 5 rnillion by effecting a

moratorium of listing in CRBs for a peliod of 12 months to end September

2022.

xii. Small scale traders and households at lalge to access financial services by

engaging all digital payrnent providers with an aii]] of deepening and

expanding the use of digital payment chanlels; and

xiii. Operationalizattott of the Kenya Biovax Limited to 'form and fi|l' and

eventual manufacture of COVID-19 vaccine by Easter of 2022'

2.3 Accelerating Implementation of the "Big Four" Agenda

73. The..Big Four" Agenda was initiated four years ago by the Govemment to

foster socio-economic dlvelopment and provide solutions to the various problems

facing Kenyans. Since initiation, the Government has continued to implement

frogr"ur-"s under each pillar of the "Big Four" Agenda, by formulating enabling

poli"cies and enhancing iesource allocaiion. These efforts have borne fruits in

improving livelihoods ihrough creation ofjobs and poverty reduction-

2.3.1 Supporting Growth of Manufacturing for Job creation

74. Lnplementation of appropriate policies coupled with enhanced investments in

the manufacturing sector has ied to creation of a conducive business environment

for industrial growth, creation ofjobs and improved livelihoods.

75. In the textile sector, the Government has made great strides in developing a

textile Hub at Athi Rivei Export Processing Zone (EPZ)' This has been achieved

tt rough provision of industrial warehouses, sheds and basic infrastructure facilities

that ie^key in atfracting and retaining investors in textile value addition and

creating *or" 
"-pioy*"Irt 

opportunities at the EPZ. Consequently, the.level of

exports'from the ipi fn t hai increased. Plans to provide a railway siding, from

the SGR to Athi River witl be fast-track to improve logistics for raw materials and

finished goods to and from Athi River, respectively'

76. The Government also modemized RIVATEX East Africa Limited leading to

increased textile and apparel production, and creation ofjob opportunities through

linkages with cotton 
^farmers. 

Further, through the cotton value addition and

exten-sion subsidy, the Government expanded cotton production through provisron

of farm inputs (seeds and fertilizers), capacity building to fanners and revival of

the ginneries for processing of cotton that feed into the modernized RIVATEX

ilil. i; uaaiton, other Ltegrated textile mills such as Thika Clothing Mills

iihtk") and Sunflag (Nairobifhave expanded and modemized their plant and

machinery to off-take the locally grown cotton'

)7
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77. In the leather industty, the Govermnent has irnproved infi-astructure at
Kinanie Leather Industrial Park, developed the Kenya National Leather
Development Policy and provided tax incentives in order to spur growth in the
sector to meet the growing dornestic and external dernand. The Govenlnent has
also operationalized a leather laboratory at the Kisumu Kenya Industrial Research
Development Institute (KIRDI).

78. On local assembly of motor vehicle and motorcycles, the Govemment has
provided various tax incentives including removal of excise duty o1 locally
assembled motor vehicles, duty-free importation of completely knockld down kits
and reduction of corporate tax from 30 to 15 percentlor tlie fir-st five years of
operation. This attracted thirteen motor vehicle and seventeen motor cycle
assemblers by the end of FY 202ol2t leading to employment creation. Building o1
these gains, the Government is developing a frarnewort to support the assembly of
affordable passenger vehicles and instituting compreirensire policy and
administrative reforms to fully entrench local assembly of motor 1refriclls and
motor cycles.

79. In order to increase productivity and boost value addition, the Govemment
will continue to enhance agro-processing of major cash crops, meat, dairy, fruits,
nuts and oils. This will be achieved through operationaliziig of various ibctories
such as the mangovalue chain factory located in Eldoret, integrated fruit and honey
processing plant in Mombasa, gums arabic and raisins factory in wajir, and
construction of a 

_tomato processing factory in Kajiado. tn additior, frusitifty
study is on-going for the establishment of an integraied agro-processing industrial
park in Nyamira.

80. The Government will continue to develop industrial parks across the country
and Special Economic Zones inNaivasha Dongo Kundu in Mombasa and Miwani
in Kisumu. This will promote local industrial activities and unlock additional
employment opportunities. Towards this end, the special Economic Zones
Authority will be firlly operationalized to provide Jne-stop-shop facility to
investors. In addition, the Goven:ment will upgrade and modernize the Foundry
Plant at the Numerical Machining Complex to increase production of steel products
and machinery.

81. In order to enhance skills development, the Govemment will continue to
transfonn the Kenya Industrial Training Lrstitute (KITI) to a centre of excellence
tlat provides quality programmes that resonate well with the evolving industries,
skills. This will create a pool of necessary skills and expertise ,"qoii"d to boost
manufacturing activities in the country. Teaching, leaming, accommodation and
recreation facilities at the institute are being expanded t order to provide a
conducive environment for skills development. Further, the Govemment will
continue to equip laboratories at the Nairobi KIRDI in order to promote industrial
research and product development.

82- To support implementation of these initiatives in the manufacturing sector,
the Govenment will continue to institute policy, legal and institutional rJorms to
provide an enabling environment for industrial development. In this regard, the
Government will enhance protection of industrial deveiopment, innovatLns and
intellectual property rights. The Govemment will also sustain the fight against

23

SECHET

2022 Budget Policy Statement



$KCRET

illicit trade and contrabands, which pose a detrimental impact on the substaltial

growth of legitimate business in the country'

2.3.2 Food and Nutrition Securify to all Kenyans

83. The airn of the Govemment in this pillal is to achieve food and nutrition

security fo1 all Kenyans. In order to achieve this, the Government targeted to

,rppo., large scale pioduction of staple food, expand irigation schemes, increase

access to agricultulul inprt, and implement plogramrnes to support smallholder'

farmers to zustainably produce and rnarket various commodities.

84. Since the onset of "Big FouI" Agenda, the Govemment has irnplernented

deliberate efforls includini Agricultuial Sector Transformation and Growth

Strategy, and Agricultural inpuls Subsidy Programrne for farm inputs such as

ferlllizer and seeds. This has irnproved pr:oduction of main crops such as rnaize'

rice, coffe e, tea, wheat among others itl]ough the provision of the subsidized

fertilizer and seeds. This has enabled farmers to earn more incotnes and make

Kenya more food secure.

85. In order to support rice production and value addition in rice and rice by-

products, the Governiaent has promoted use of improved production technologies'
^irrt 

oa1rr"a high yielding rice varieties, and improved knowledge and skilis on

harvest and postharvest"handling. fuce productrnn.was.boosted following the

expansion of M*.u Irrigation Scheme, io*". Nzoia Irrigation Project and the

Lower Kuja Inigation Developrnent Project'

86. The Govemment has undertaken various reforms to stimulate lecovery in the

tea and coffee sector. In the tea sector, flre restructure of KenyaTea Development

eg"""V G(TDA) has steamlined and improved operations in the sector' This has

seith"-p.i"e of tea on an upward trajectory. In the 9offe9-s-ector, 
the Government

has revitalized the Kenya pl*t"r, -Cooperative 
Union (KPCID bringing healthy

competition irto "or..'-illing 
activities. This, among other reforms' has resulted

to an increase in farmers' earnings'

87. The Government has supported local value addition for beef by reviving the

Kenya Meat Commission (KtviC)' Tqt has provid:d ? fud, market for-livestock

with farmerc a.fir.ri"g livestock to the fMC paid within 72 hours at the rate of

Ksh 185 Per kilo.

88. In order to promote smallholder farming to produce affordable and nutritious

food, the Government has implemented the Small-Scale Irigation and Value

eaaitioo Project (srvAP) and supported establishment of the Kitchen Gardens

Initiative. Further, the Governm.of tt* supported implementation of the Kenya

Climate Smart Agriculture Project (KCSAP) and the National Agricultural and

Rural Inclusive Crowtfr Projeci OlAnfAp) to increase agricultutal productivity

and enhance resilience to climate change risks in the targeted smallholder farming

and pastoral communities.

g9. Moreover, the Government through the National Expanded Irrigation

p;ogrr-r"e has increased food production through construction and rehabilitation

of iiigation schemes across cognties, and construction of water pans in arid areas

for domestic and animal consumption, and irrigation in greenhouses' Other specific
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projects that have increased land under irrigation are expansion of Galana Kulalufarm acreage fi'om 52,0a0 to 100,000; Low-er Nzoia Irrigation project; and therehabilitation of Bura Irrigation Scheme.

2.3.3 Universal Health Coverage to all Kenyans
90' The Government has rnade strategic investments that have propelled thecountry towards attainment of Universal Health Coverage (UHC) and strlngthened
the 

-health 
care system to respond to pandemics and Jthei gtoual health securitychallenges. Following the successful iollout of the UrrC frogranune pilot phase,utilization of health services across the country increased, with over 1.6 rnillio,additional hospital visits made during the l2-month period of the pilot phase.

Further, the pilot phase provided the Government with critical leaming points thathave enhanced health policy priorities ahead of the full roll out of the programme.
9l' The Government has also provided health insurance cover for the elderly andseverely disabled in society under the Hearth Insurance Subsidy rrog.uor-. *alaunched the biometric registration for the LIFIC scheme to capture the biometric
data' Further, the Government instituted reforms at NHIF to create a national socialhealth insurer to meet the needs of Kenyans. Moreover, to improve health
outcomes, the Govemment has operationalized the Kenyatta University Teaching,
Research, and Referral Hospital and othaya National Teaching and ReferralHospital, which have enhanced health service delivery.
92' In order to address the challenges caused by mental health, the Govemment
established an office in the Ministry of Health, with the full responsibility ofspearheading the national response to the disruption rur"a by mental illness. TheGovemment also elevated Mathari National reachi"t and Referra uorpit ito usemi-autonomous specialized hospital to. offer"4rid and research in psychiatry,
specialized and forensic psychiatric services, child ani adolescent mental services
and substance abuse related and addictive disorders treatment and rehabilitation
servlces.

93. To address the challenges caused by covlD-r9 pandemic, the Govenrment
increased ICU bed capacity from l0g to 651 *a rfp*red oxygen generation
capacity in public health facilities from three million litres per day in March2020to 32 million litres per day in october 202I. Further, tl" cor"*-ent increased thenumber of testing laboratories for covlD-lg from one in March 2020 to 95 nOctober 2021.

94' ln order to bridge the gap in human resources for health, the Govemment hasprogressively recruited additional healthcare workers, wt i"n has seen the totalpublic workforce increase to stand at75,000in october'2l2l.The Govemmenthas
also expanded the capacity of Kenya Medical rrui"ing Colr"g", (KMTC) to-trainmid-level healthcare workers who play a critical rotJ in neattl service deliverythroughout all the revels of healthcare. This has seen the n,mber of KMTCinstitutions increase from 2g campuses :m2013 t" 7l ;;;uses spread across 44counties.

95' The Govenrment will continue to improve health outcomes and the reach ofhealthcare services 
T t!" country by fighting H[V/AIDS, malaria and tuberculosis.

The Govemment will also continu.io iirprove maternal, new-born and child health
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setryices, enhance early diagnosis and managelnent of calcer tluough acquiring

Cyber Klife Radiotheiapy fquipment for Kenyatta University Teaching, Referral

urd R.r"urch Hospital. The Govetlrnent will faciiitate establistnnent of a cancer

centre in Melu a1d Kakamega to reduce the burden of can'cer treatment among

Kenyans.

2.3.4 Affordable and Decent Housing

96. The Govemment embarked on a plan to provide affordable and decent houses

to Kenya:rs. This was envisaged to cleate additional jobs, provide market for'

manufacturels as well as ,rpfli.r, and raise the contribution of real estate and

construction sectors to GDP. To achieve this, the Goverrrment has been

implementing policy and administlative refonns targeted at lowering the cost of

constructio" ura improving access to affordable housing finance.

97 . To facilitate provision of affordable houses, the Government has focused on

raising low-cost funds from public and private sectors for investment in large-scale

housiig under the Affordalle Housing Scheme through the National Housing

Develo"pment Fund and the various public-private partnerships. The iryo-ryo1at]on

and capitalization of the Kenya Mortgage Refinance company (KMRC) has

provided long tenn firnds to primary house mortgage providers. This has reduced

the cost of mortgages, incriased ihe number of borrowers, and expanded the

primary mortgage market in KenYa'

98. Resources mobilized by the Government have supported construction of

I,370 affordable housing uniis; 462 socialhousing,nits; 540 National Police and

prisons Services housinf 
"oits; 

and 670 civil servants' houses while a total of 846

civil servants benefited from mortgage. A total of 20 Appropriate Building

Materials and Technologies (ABMTtCLntres were constructed and equippedwith

the aim of promotiogl rrrsiuioable low-cost housing building materials and

technologies. Going foiward, construction of 25,965 affordable housing units in

Starehe (1,:001, Sirauri Moyo (4,470), Kibera Zone B (4,435) and Mukuru'

Meteorological site (13,700) is set for commencement'

gg. In order to improve access to land for housing, the Government has issued

over 4.5 million titGs under the National Land Titling Programme- Some County

Govemments have provided free land for construction of affordable housing units

while others lite Nakuru and Kisumu having started construction' Further, the

Govemment has digitized land records, improved land titling, enhanced sgcqty

of land records and"reduced the cost of land transactions. In particular,-the :rydhi
Sasa' digital system rolled out inNairobi Land Registry reduced time taken in land

transactions.

2.4 Conducive Business Environment for Employment creation

100. The Government has continued to implement various initiatives aimed at

fostering a stable macroeconomic environment; supporting business recovery and

reducin[ the cost of doing business in the country which is critical for economic

growttr.-ffre Goven:m"rii, also enhancing security to altract both domestic and

international investors, and promoting trade that is geared towards job creation'

Despite the adverse effects olth" COVID-19 pandemic, the business environment

has iemained resilient and business recovery has been on a positive trajectory.

,[GHT I

26
l

QENRTT

2022 Budget PolicY Statement



STCHET
2.4.1 Stable Macroeconomic Environm ent
101. The Government continues to maintain macroeconomic stabiliry by pursing
prudent fiscal and monetary policies that support strong economic growth, Uusiness
and industrial recovery and job creation. In particular,Inflation rate remains within
the policy target range of 5t2.5 percent while interest rates remain fairly low and
stable to support credit access. The Government has also strived to promoie a stable
and competitive exchange rate and to ensure sufficient exchange reserves as a
cushion from external shocks. The Govemment will sustain this commitnent over
the medium term.

102' To complement the monetary policy, the Government continues to sustainfiscal consolidation efforts through revenue mobilization, expenditure
rationalization and management of public debt. The fiscal deficit is projected to
*glh. from 8.2 percent of GDp in Fy 2021122 to 6.0 percent or"cop in
FY2022123 and turther to 3.9 percent of GDP in FY 2024/i5. This will reduce
growth in public debt and cleate fiscal space for implementation of the ,,Big Four,,
Agend4 ERS and other priority programmes as outlined in the MTp III 1i'igure2.1).

2.1: f iscal Consolidation p Fiscal Deficit a t of GDP

Source of Data: National Treasury

2.4.2 Deficit Financing poticy

103. Govemment borrowing needs witl be met tlrough extemal and domestic
flrnding soruces. On extemal financing, the Goven:ment-will continue to maximize
conhacting loans on concessional terms while non-concessional and commercial
extemal borrowing will be limited to development projects with high financial and
economic retums. The Goven:ment will also continue to diverJify its firnding
sources and maintain presence in the intemational and domestic 

"upitrt 
markets

including exploring green and climate change financing options. tn^adaition, tne
Govenrment will implement reforms in the domesti-c debt market aimed at
deepening and improving efficiency to reduce costs and yields on domestic debt
and make credit aflordable to all sectors.

104. Despite the impact of covlD-19 pandemic on the economy, the Goven:ment
remains committed to fiscal discipline and consolidation to reduce fiscal deficits
and tame debt accumulation. This will progressively reduce the debt service over
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the medium tenn. In addition, the Govemment is r','orking on debt porlfolio re-

profiling rryith an aiil] to retaining debt on a sustainable path.

2.4"3 Business Regulatory Reforms

105. The Goverrunent's business legulatory refotms and infi'astructure

investments over the years have impror'.d K.nyu's competitiveness and ease of

Jomg business. The Government has accelerated infi'astructure investrnent'

,.arJ"a regulatory burdens and the number of trade facilitation agencies involved

in the clearance of goods at the pot1, enhanced customer relations and provision of

credit to MSMEs. Notably, the Government commissioned a Transit Shed at the

Kenya Railways, Nairobi, in2o2o to serye as a clearing point for cargo irnporled

into the country. This Transit Shed will contlibute to lower financial cost among

srnall tradels due to considerable reduction in time taken to clea] trade wares'

106. The Govemment will continue making Kenya an attractive destination for

investments that ale critical for acceleratingiconomic recovery, creating jobs and

the attainment of the "Big Four" Agenda. iowards this end, the Govemment w-ill

develop and implement r,Lious business regulatory reforms aimed at reducing the

cost of doing business and .r"orrugiog private sector innovation and

entrepreneurship. Particular focus will include cutting downthe number of licenses

at both national and county levels as well as the processing times of licenses and

permits and automating business registration processes'

2.4.4 Enhancing National SecuritY

107. A safe and secure society provides an enabling environment for sustaining

economic recovery, attaining 
^the "Big Four" Agenda and other priority

prograrnmes as outiined in me Ufp 11I. For this reason, the Govemment has

continued to invest significant resources and implement a wide range of reforms to

i-pro". the capacity"of the security forces to protect Kenyans and theil properly

uguiott intemal and external aggressions'

10g. The reforms that the Government is implementing include: police

modernizatio, progru**e; construction and equipping of national forensic lab;

trri"i"g for the nati-onal forensic lab, training of iecurity-offtcers, and construction

*J 
"p"gruaing 

of potir. stations. In particul., the Govenrment upgraded the

luf*auiu, St-ation in Lamu into a full military base to provide security to counter-

t"rrorir- and provide maritime security. The Government has also invested in the

welfare of those 
"t 

*ged with security personnel, by reviewing their remgneration

benefits, *a otfr", utTo**".r, opgtudiog of housing, provision of insurance and

increasing tfre cupacity of tire^ f,ealth-facilities by building four additional

hospitals.

109. Over the medium term, the Govenrment will heighten invesfinent in the

security agencies *J tt ."gtien implementation of reforms' These will include:

enhancing of crime surveillince at both the national and county level, acqrrisition

of modem s".*ity equipment, enhancing criminal investigation, enhancing

forensic crimes' #A,ril La equipping oi forensic laboratory, and enhancing

human capacity in the police serviCe. F-urther, the Government wiil expand and

modemize police ffiastructure to ensure that police office-rs have adequate access

to advanced facilities and offices for efficient iendering of services to the people'
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2.5 Infrastructure Development for Inclusive Growth
I l0' The infrastructure development is critical in facilitating and accelerating
socio-economic developrnent for job creation and the achievernent of the ..Big
Four" Agenda and other Govenment priolities as detailed in the ERS and the MTpIII' Therefore, the Govenlnent has invested in roads, rails, marine, air and seaporls,
energy and ICT to enable Kenyans benefit from expanded infrastructure urr"ir.
2.5.1 Expansion of the Road Network
I I 1' Gleat strides have been made in construction of new roads, rehabilitation and
maintenance of existing roads. Notably, from the Fy 201 8/19 toFy 2020/Zl,the
Government has constructed 4,795 km of new roads, rehabilitate a r"", iiit r, *o
maintained 108,343 km of roads across the country. Over the rnediurn term, the
strategy is to expand, rnodemize andmaintain the ioad transport in order to have
an effective, efficient and secure road network. In this regard, the Government
targets to construct 6,107 km of new roads, rehabilitate 3g5 km and maintain
150,788 km of roads over the medium term.

ll2' The Govemment will also focus on developing urban roads to decongest cities
and major towns key among them the Nairobi brp"."r.*uy. The Government will
fast-track completion of the Nairobi Expressway Project to decongest Nairobi city,
reduce the cost of doing business and promote competitiveness. ln order to boost
regional trade, the Government will fast-track implementation of LApSSET roadproject, as well as the construction of major .oud, under the East African and
Transport Facilitation Programs and the South Sudan - East African Regional
Transport, Trade and Development Facilitation program.

2.5.2 RaiI, Marine and Air Transport

Railway

I l3' The Government remains committed to developing and managing an efficient
3nd safe railway transport. Notably, the construction of 120 km Stanaara GaugeRailway (SGR) phase 2A from Nairobi to Naivasha together with an Intand
container Depot (ICD) in Naivasha was completed. The SGR has presented a
modern and efficienl transport system that is saie, comfortable, and affordable for
passengers and freight. The Nairobi Commuter Rail Services was revitalized
through refurbishment ofNairobi Central ftation, acquisition of 1 1 Dieset rraUtipte

-Engines, 
(DIWJS) and rehabilitation of 168.6 km of track. The rehabilitation ofMeter Gauge Rail (MGR) corridors which include Thika-Nanyuki (1g0 km),

Nakuru-Kisumu Ql7 km),Kisumu-Butere (69 km) and Gilgil-Nyahururu (7g ili
lines were completed.

Airports

114' Air transport is one of the sectors that was adversely affected by COVID-19
pandemic due to the travel restriction put in place to 

"*b it, .pr"ud. To cushion
the sector and boost air transport, th; Govemment implemented a number of
measrues including wliving landing and parking fees. over the medium term, the
Government will continue to repair, expand and moderni ze aviationfacilities to
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maintain their cotnpetitive edge in the region' The Govenrment will also fast track

rehabilitation of airstrtp, u.rol the coffi, rehabilitatio^n of the runway at the Moi

International Airport and the construction of the Cargo Shed at Isiolo Airport'

Seaports

115. The Governrnent has made good progress on refotms and modernization of

key seaportr, 
"rp""iutty 

ir.rprrrLn of thJcontainel tenninals and cargo handling

and storage, which frut tig*n.antly reduced the time taken to clear calgo' Notably'

the Goverrun"n, "orrpt"ila 
inrruttirrg the Likoni Automated Floating Bridge which

has decongested fen! t*rrrport at tLe Likoni Channel. The Government has also

made tremendous stiides in ttre construction of the Second Container Tenninal

phase II at the Mombasa Pofi and has completed and operationalized the first berth

at the Lamu Por1.

ll6.Buildingontheproglessmade,tlreGovernmentwillfasttrackthe
a"r"foprorrrt"of Kirrrru'Poi Phase II, which will enhance inter-county transport

andtradeamongEastAfricanCountries(EAC)aroundLakeVictoria.The
Government wi1 ulso husten the completion of the two remaining berths at Lamu

port, relocation orrip"r" oil Terminal and various ports and harbours across the

cogntry including cfnstruction of tire first berth- of Dongo Kundu Special

Economic Zone.Further, the Govemment will construct permanent landing ramps

on island *a *uir-,f*Jrid.r, and rehabilitate ferries to ensure safety of passengers'

2.5.3 Adequate' Affordable and Reliable Energy Supply

1 i7. The realization ofthe country's development agendawill be feasible if quality

energy services are availed in a sustaioable, competitive, cost effective and

affordable manner. Signif,rcant progress has been attained in this endeavour with

525 MW .f".t i"ity iaJJ to ihe-National grid in the last three fiscal years'

significantly increasing powel connectivity. 
-cunently, more than 8'3 million

households have been connected to power'

11g. Over the medium term, the Govemment has programmed to boost power

generation fuom3,OZ4MW to over 6,700 MW by 
"od 

of FY 2024125 with major

sources being r"rr"*Ji. geothermal, wind and solar' This will expand access to

reliable and clean enelgy to all households in line with Govemment's target of

attaining full transitio, io ttt'"*able energy by 2030'

119. To improve system reliability and stability and reduce electricity losses' the

Govemment wiII lonstruct an additional 524.5 km of transmission lines' six

transmission substations, 520 km of distribution lines and 11 distribution

substations in trre rv zozztzl. The Government will also install street lighting

points in designat.a *.u, and provide electricity connectivity to public facilities'

inctuding s"noot, t uiirg ".rt "r, 
health centres, water points and administrative

offices. The Govemm"r,i *itt furth., install and maintain solar photovoltaic

systems in public institutions; support construction of domestic household biogas

digesters; and disseminate clean cooking units'

120. To improve access to competitive, reliable and secure supply of petroleum

products, the Government will enhance commercializationof discoveries' develop

the requisit. ,kilr, *Jinfrastructure for production of oil, gas and other minerals'

30

$TGRET

2022 Budget PolicY Statement



$t'{:RI i

2.6 Sectoral Transformation for Broad
Economic Growth

In this regard, over the next tlrree fiscal years, the Government will strengthenimplementation of extractive poricies io, oil, gu, 
-ura 

minilg sub-sectors;marketing of petrolel:n blocks and gazettement of a new Block Map; finalize theField Development Plan for the Sou"th Lokichar oil Field development to informFinal Investment Decision (FID); drilling_of on. 
"rpto.utory 

and 200 developrnentwells; and distribution of 300,000 - six k[ liquefied;.;;;i;*, gas cyrinders to low_incorne households.

2.5-4 Promoting the use of Information, communication andTechnology

121. Information, communication and Technology (ICT) is an integral componentof today's digital economy and has a strong potential to accelerate economicrecovery and irnprove livelihoods. The Govemment has continued to invest incritical infrastructure including the National optic Fibre Backbone Infrastructure
across the counties; Constituency Irurovation Hubs; Internet Based 4000 Network;the Basic voice Infrastructur e in 67 sub-locatio.r. in ,rr.*ed areas in order tofacilitate intemet corurectivity and access to information. Additionally, theGovernment has invested in KonzaTechnopolis SpeciaiEconomic Zone in orderto promote investment and growth in the ICl sectoi.
722' over the medium term, the Govemment will improve ICT in-frastrucfure byexpanding the National optic Fibre Backbone (NoFgD Br""ouand to gnderserved
and unserved areas, and connect all State Departments to a unified Governmentcommunications System. The Government will also enhance ICT skills andinnovation through scaling up of the Digitar iir".".v programme, AjiraProgramme and the presidential Digitar TJ;ra p;;;r--.. Furrher, rheGovemment will put appropriate measures to curb cybercrime as well as finalizethe development of Nationar Spectrum policy ara ine Natiorat Film poricy toimprove regulatory and business environment in the sector.

Based Sustainable

2.6.1 Environmental Conservation and Water Supply
123' Environmental conservation and access to adequate supply of clean water isfundamental for the achievement of the ,o"io'-""orro-i" development asenvis.ioned by the Kenya Vision 2030. Towards this end, the Gove,mentprioritized implementation of environmental conservation programs includingconservation of water catchment areas and completion oiil *ut". supply projects.This has seen an additional 1.5 million people having access to clean, secure andadequate water.

124' The Govenrment also completed the construction of the Northem connectortunnel while associated workJ are at. 90 perceni 
"ompr.t". rni, *iii-il:".tadditional 140,000 cubic meters of water p". duy into Nairobi city. In order toincrease sanitation infrastructure coverage, th" do,,r"-*ent has constructed 56sanitation projects in inforrnal seulements.and rural 
^igiaired areas enablingover 200,000 people to access basic sanitation.
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125. Over the iledium telm, the Govenrment will prioritize sustainable

exploitation, utilization, managemeirt aud consewation of the euvirotunent as well

as pr.otection of water catchment afeas. In this regard, the Govenllent will

coltilue to sensitize the public on envilonrnental justice awafeness' inctease

ground security patrtls in par.ks, aryar-d best practices o11,g1""1,i*o:utioT,ld

i"nstall Airporl weather observing Systems (AWOS) with intelligent sensors 111

Kisumu, Eldoret, a,d Nairobi. To addresi water shortage and floods, the

Governrnent will fast{rack completion of 57 \arye dams and 500 small datns'

2.6.2StimulatingTourismRecovery,sports,Culture'andArts

126. The Government continues to implement initiatives to suppott spotts

development, prorroi" Kenya as the prefened toulism destination thlough Magical

Kenya, support growth in the film industry, pleselve Kenya's natulal heritage and

cultural identity, and nurhrre talents and afis'

127. Thetourism was one of the worst hit sector in Kenya following the outbreak

of COVID-19 pandemic and the resultant containment measures including travel

restrictions. Nevertlteiess, the sector is expected to recover-gradually following the

ease of travel restrictions, implementation of protocols for rnanagement of

restaurants and eateries, executiln of Magical Kenya Tourism and Travel health

and safety protocols ani subsequent'Safe*Travels' Stamp endorsements and Safer

Tourism Seal. The Government has enhanced vaccination against covlD-19

which is expected to boost recovery in the sector'

128. To support sports development in the country, the Government is embracing

sportstourism*u*uyofmarketingmagicalK.,'ylaspreferredqlvgitip
destination. Hosting international sports-events such as the World Under-20 IAAF

and F6d6ration Iitemationale d; I'Automobile (FIA) world Safari Rally

ChampionshipinK.,,yusupportedsportsdevelopmentandboostedtowism.
Additionally, the Gore.nmenf is upgrading varioui tlo{t stadia for events and

tournaments in a bid position Kenya * u tpottiog destination and a tourism hub'

129. Over the medium term, the Govemment working in partnership with key

stakeholders, will, among other measures: continue supporting the development

and performao"" ofmrsii dra-a, and dance; exhibition of works of art and crafts;

and fostered discussions of matteis of literacy, historical, scientific' and education

,ifif :t: t i

importance.

2.6.3 Sustainable Management

Development

of Land for Socio-Economic

130. Sustainable management of land is vital for the attainment of national

development goals u, .r'po,rrta inthe MTP III. The Govemment has continued to

scale-up investment towLds policies and programmes covering land use' security

oit"r*", access to land titles, transparent and secure land registration system'

131. Tremendous progress has been reabzed in the lands sector including:

development of the Naiional Land Value Index; development of the National Land

Use Policy, pro..rrirrt *a registration of title deeds; review of the Sectional

pr"p"rri"r'R.egulation JZOzO anJ Physical Planning Regulations; and development

ofNatural Resources lnventory. As part of land reforms, the Govemment launched
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the National Land Infomation Management Systern 'A.r"dhi Sasa, which has
digitized land records in Nairobi Land Registry which has streamliled land
transactions and owrership to eliminate fi-aud, corruption and ,rarriprlatlol or
critical land records.

132. Building on the progress ntade, the Govermnent will roll out ,Ardhi Sasa, to
the rest of the country by end of 2022 and fast-track processing and registration oftitle deeds' The Governrnent will also continue to strengthen implerientatio, of
National Spatial PIan (NSP) and National Land Use policy Q.JLUir); construction
and renovation of land offices; enhancement of land'survey uy a..r"lopirrg
topographical and thematic maps and geo-referencing land pur."tr; and fast-
tracking irnplernentation of the Public Land Informat]on Management Syste,r
(PLrM).

2.7 Expand Access to euality Social Serwices
133' In order to foster sustainable economic recovery, reduce the burden of
economic shocks on households and enhance access to services by all Keryu.rs,
the Government will continue to invest in quaiity and relevant education, scale up
social safety net programmes as well as strengthen implementation of initiatives to
empower the vulnerable groups of the society including women and youth.
2.7.1Quality and Relevant Education for aII Kenyans
134' The Government has continued to allocate significant resources to the
education sector and implement key reforms to imprire quality of education aswell as spur recovery of the sector from the adveise effects of the COVID-l9
pandemic. As a result, access to education at all levels has improved substantially
as evidenced by increased enrolment in the basic and tertiary institutions. The
Government has improved infrastructure including ICT infrastructure in leaminginstitutions thereby enhancing ICT integratioi in teaching and leaming
experiences. Further, the Government enhanced book student ratio of l:l in
targeted primary and secondary subjects; increased candidature in both KCpE and
KCSE examinatio"j T{ enhanced capacity including increasing nunber of iplcial
Needs Education (SNE) teachers.

135. on curriculum deveropment, the competence Based curriculum (cBC)
launched :m2019 has siguificantly brought more gains fy instiling 

"r.utiuityarrainnovativeness amongst learners which *. ,."!rrary for emerging industrial
needs' CBC has been rolled out up to Grade 5; curricium aesigns roi Grade l-9
developed; curriculum support materials developed and diJseminated; built
capacity of teachers on CBC; developed curriculum support materials for SNE
leamers; and developed competence based Education *l t uiriog (cBEj for
Technical, vocation and Education Training (TVET) institutions.
136. To improve education outcomes, the Government wiil strengthen
implementation of various reforms in the sector including: construction,
rehabilitation and equipping of classrooms and laboratories 6r primu.y *asecondary schools; provision of desks to primary and secondary ,"iloJr;
recruitment of additional teachers and interns toaddress the 100 p....r]o*Jtilr,;
and expansion, rehabilitation and equipping of TVET institutions. Further, the
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Govenulent will enliance training of teachers on CBC; scale-up development of
curiculum desigls for Grade 10-12; scale up the development of learting guides;

progressive roli out of CBC refonns; procure and distribute text books in all

i.urlri"g areas aligned to cBC for Grade 1-5; and provide ICT equipment in schools

to enable them acconlnodate the shift to CBC.

I37 . To ilrprove skills developrnent and cornpetencies of leamers to match the

fast-growing global job market, the Government will frnalize development of the

National Skills Developrnent Policy; National Career Guidance and Counselling

Policy and the National Skills Development Bill.

2.7.2 Strengthening the Social Safety Nets

138. Social Safety Nets provided by the Government to cushion r'Trlnerable

members of the society lemain vital. In view of this, the Government continues to

support vulnerable members through the Social Safety Nets Programmes (Inua

Jarnii), the Hunger Safety Net Prograrnme and the National Council for Persons

Living with pisabilities Fund. Since the onset of the COVID-19 pandemic in2020,

the Govemment has provided significant resources to cushion the vulnerable

members of the society through cash transfers and tax reliefs. To mitigate impact

of the current drouglt and famine in the northern part of the country, the

Government has provided Ksh 500 million to contain effects of drought in

Turkana, Marsabit, Wajir and Mandera counties.

139. Over the medium term, the Government will continue to extend cash transfers

to the vulnerable groups and develop a financing plan for the Hunger Safety Net
programme. Further, the Govemment will establish an institutional framework to

coordinate social protection in the country.

Z.7.3umpowering Youth and women for Employment creation

140. Youth unemployment remains to be a great challenge to the country. To

mitigate the challengl of youth unemployment, the Government has consistently

alloCated resources for 
"*po*erment 

of the youth, women and vulnerable groups

such as: Kenya Youth Empowerment and Oppornrnities Project, National Youth

Service, Youth Enterprise Development Fund (YEDF), the Women Enterprise

Fund (WEF), Uwezo Fund and establishment of Youth Empowerrnent Centers

(YECs) across the countrY.

141. To cushion and support the youths during the COVID-l9 pandemio period,

the Government is implementing initiatives including "Kazi Mtaani" Programme

to provide youth with income generating opportunities as well as equip them with

life and entepreneurship skills. So far, the Government has disbursed over Ksh

16.0 billion under the 'iKazi Mtaani" Programme which has seen over 200,000

youths provided with short term employment opporqnities and trained on

Lntrepreneurship, financing for business, financial savings skills, life skills,

citizenship and national ,ul res. The Government has also implemented the Ajira

Digital Programme where about 1.2 million young people are working online and

eaming a living.

l4Z. Overthe medium term, the Government will leverage on the partnership with

stakeholders in the private sector and business owners to create job opporfunities
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for the youths througli offering intemships, rnentorship and apprenticeship
progranunes as well as priolitizing the youtli in offering themjob opportunities and
tenders. The Government will commit additional resources to different youth
empowernent programmes including scaling up the "Kazi Mtaani,'programme to
Ksh 10 billion to benefit 200,000 additional youth. Further, the Goverrunent will
provide supportive ICT infiastructure to the Ajira Prograrnme tll-ough the
installation of free Wi-Fi in the elnpowernent centres.

2.8 Enhancing Service Delivery through Devolution
143.In line with Article 203 (2) of the Constitution, the National Government has
since the advent of devolution disbursed atotal of Ksh 2.2tillionas equitable shar-e
to the 47 Cotxtty Govemments which is often more than 15 percent of all annual
revenue raised nationally. The National Goverrment has also disbursed Ksh 86.6
billion as conditional grants to County Governments. Further, County
Governments have received a total of Ksh 131.7 billion from proceed.s of loans and
grants from development partners between 20l3l14 md 2020/21.

144. optimum collection of own Source Revenue (osR) by the county
Governments will play a critical role in providing additional financial resources to
fund the budget and improve service delivery to the citizens. In this regard, the
Government will fast-track implementation of the National Policy to Support
Enhancement of County Govemments' OSR to address challenges of revenue
collection and administration. The National Govemment will continue to build the
capacity of the County Governments on public financial management and finalize
development of the National Rating BiIl202l on Property Ratei to guide valuation
of rateable properfy in the counties and enable County Governments to maximize
properfy related revenues.

2.9 Entrenching Structural Reforms to Facilitate Business and
Employment Growth
2.9.1 strengthening Governance and the Fight against Corruption
145. The Govenrment has scaled up the fight against comrption through
strengthening accountability at all stages of public finance management and
providing resources to various Government Agencies involved in the fight against
comrption. As a result, progress has been realized over the last three fiscal-years
including: investigation of 170 corruption and economic crime cases and 83 ethical
breaches; aversion of Ksh 6.2 billion of loss to comrption; and recovery of Ksh 8.0
billion of comrptly acquired assets.

146. To strengthen admifislalion of justice, the Govemment has enhanced
capacity of the Judiciary through recruitment and training of judges, judicial
officers and judicial staff; and operationalization of the Judiciil funa-ana its
Regulations. To expedite justice, the Govenrment has expanded infrastructure by
establishing new courts, automation of court registries and digitization ofjudicial
process by embracing technology.

147. To expand access to justice, the Government operationalized Small Claims
Courts (SCC); entrenched ADR initiatives; decentralized tribunal services; and
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promoted use of rnobile courts to setve far flung and undelserued regions' The

Govenllent lias also adopted vifiual hearing of ploceedings which have proved

beneficial and effective in ensuring that justice continues to be delivered legardless

of prevailing challenges like the COVID-19 pandemic'

148. To further.irnprorre governance, the Government will continue to strengthen

institutions mandated to hght against comuption and plotl1ote prudent use of

resources in all public instituiions. The Govemment will continue expanding coutts

infrastructure a-nd automation of court registlies and enhance human resouLce to

improve access and administration of justice. The Gov-enrment will also avail

resoulces to the Independent Electoral and Boundaries Commission (IEBC) and

otlrer institutions to bl able to manage the2022 general eiections in a fiee and fair'

malmer.

2.9.2 Deepening Public Financial Management Reforms

149. prudent public financial management is critical for the achievement of the

country's development aspiration ut d"tuil.d in the MTP III and prioritized in the

"Big Four" Agenda. Progress has been made in improving the efficiency of
institutions and resourc. irrrug"*ent including rolling out of additional IFMIS

Modules to all counties; building capacily of institutions implementing public

financial management reiorms; and in implementation of e-Procurement platform'

150. Building on the progless made, the Government will strengthen the

institutional capacity of tne pf'U oversight agencies; tighten implementation of

framework, gor..ning public procurement; expand the use of e-Procurement

platform to all Gove"ilr""t opeiations; and promote timely audit of use of public

i"ro*"., at both levels of Government. Government will also strengthen

expenditure control and improve the efficiency of public spending throu.eh

exiendit"re prioritization, imilementation of cost-cutting measgres and prioritize

completion of ongoing projects. Portfolio of extemally funded projects will be

restructured and ,e-Ailrrea *ith the Government priority prograrnmes; and State

corporations will be restructured to promote efficiency in service delivery'

151. Further, the Govemment will implement Public Finance Management (Public

Investment Management) Regulations 2021 aimed at streamlining initiation,

execution and delivery of public investment projects. The Public lnvestment

Management @IM) Unit wiil be strengthened to review the existing portfolio of

projeJs and determine relevance and viability of new public investment projects'

2.9.3 Fostering Financial sector Developments and Reform

152. The Government continues to implement measures and reforms aimed at

further deepening financial markets, enhancing access to financial services and

improving.m"i.r.y while maintaining financial stability. Kenya's banking sector

remains ,t Ut" and rlsilient despite the adverse effects of the COVID-19 pandemic'

To foster financial stability, the Govemment will continue to monitor and regulate

commercial banks and other financial institutions to ensure that unethical practices

are eradicated. This will enhance economic stabiiity that will attract both foreign

and local investors to invest in various sectors of the economy.

;riIRl i
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153' To catalyse the growlh in digital finance, the Govenunelt irnplerlented
measures to reduce the cost of mobile transactions and internet banking and
enhance cashless payments. To fuither exploit Kenya's established lead i1 Jigital
finance, the Govemment iryill fast-track development of a policy on digital fina[ce,
and amendment of Central Bank of Kenya Act (Cap. a9[ to regulatelhe business
of digital lenders and safeguard the interests of consum".r of digital lending
products.

154. The domestic capital markets remained resilient amid the COVID-I9
Pandemic, supported by the positive investor sentiments and measu.res
implemented by the Govemment to improve business environment and stimulate
sustainable economic recovery. Overthe medium term, the Government will install
a new Central Securities Depository System to support reforms in secondary
trading on govefllment bonds and issuance of retail bonds. To deepen capital
markets, the Govermnent wiil review legal and regulatory frameworkto ad&ess
aspects on collective investment schemes and investnent-based crowd funding.
155. To enhance access to credit, the Government established the MSMEs Credit
Guarantee Scheme (CGS) to promote enterprise development through access to
quality and affordable credit to MSMEs. As at 30fl', Jun;, 2021, the Scheme had
guaranteed 334 credit facilities amounting to Ksh 634.5 million. The Scheme has
seven Participating Financial Intermediaries (PFIs) who issued the credit facilities
to enterprises in 36 different counties representing 77 percent county coverage.
Over the medium term, the Government intends to adop a sustainable model for
the Scheme, bring on-board additional PFIs and engugi development partners to
increase the capital from Ksh 4 billion to Ksh 10 billion in ordir to enhance the
coverage of the Scheme.

f
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ilX. BUDGET FOR. F'Y 2022123 AND THE MEDIUIW

TERM

3.tr Fiscal Framework SurnmarY

156. The FyZOZzlz3 budget and the Medium-Tenl Budget Framework builds on

the Governments effort to support economic l:ecovery and rnitigate against the

adverse effects of the COVID-I9 pandemic. This will be done by prioritizilg

irnplementation of proglams outlined in the Third Mediurn Term Plan (MTP III)

of ifre Vision 2030, Econornic Recovery Strategy and the "Big Fout" Agenda' The

Government will also continue with the fiscal consolidation plan by lationalizing

expenditures and enhancing levenue firobilization. In this regard, MDAs wi1lbe

enfouraged to adopt efficiency in allocation of resources to reduce non-priority

spendinf. This witl be achieved tll'ough budget costing, and reviewing the

portfolio of extemally funded projects to re-align with the Governrnent policy

priorities and macloeconomic policy framework'

Revenue Projections

I57.Inthe Fy Z02Zl23 revenue collection including Appropriation-in-Aid (A.i.A)

is projected to increase to Ksh 2,431.4 billion (17.4 percent of GDP) up from the

proi""t"a Ksh 2,063.1 billion (16.3 percent of GDP) in the FY 2021122. Revenue

p"rm.-*"e will be underpinned by the on-going reforms in tax policy and

i"r"r,r" administration. Ordinary revenues will amount to Ksh 2,141.6 billion

(15.3 percent of GDp) in FY 2022123 fromthe estimated Ksh 1,800.0 billion (14.3

percent of GDP) in FY 2021122.

Expenditure Proj ections

158. The Government expendihre as a share of GDP for FY 2022123 is projected

to decline to 23.7 p".""nt, the overall nominal expenditure and net lending is

projected at Ksh 3',324.4 biltion from the projected Ksh 3,154.3 billion (25.0

percent of GDp) in the FY z}2tlz2budget. The expenditures comprise of recunent

of f rf, 2,201 .0 Uittioo ( i 5 .7 percent of GDP) and development of Ksh 7 1 1 . 8 billion

(5.1 percent of GDP).

Deficit Financing

159. Reflecting the projected expenditures and levenues, the fiscal deficit

(including graits), is proJected at Ksh 846.1 billion (6.0 percent of GDP) in FY

)OZZ1ZZ against th" 
"rti-uted 

overall fiscal balance of Ksh 1,029-3 biilion (8.2

percent of"CUf; in Fy 2o2ll22.This fiscal deficit will be financed by net external

tonowing of Ksh 275.g billion (2.0 percent of GDP) and net domestic borrowing

of Ksh 570.2 billion (4.0 percent of GDP).

3.2 FY 2022t23 and Medium-Term Budget Priorities

160. The FY 2022123 is the final year of MTP III of the vision 2030. The

achievements of MTp III will be used as building blocks as the Govemmelt transits

to MTp fV over the medium term. The Government through the Medium-Term

Expenditure Framework QfaTEF) will implement priority plogrammes under the
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Vision 2030 to accelerate economic recovery and enhance service delivery. Thiswill be achieved tluough strong linkages between policy, budgeting,
implementation and rnonitoring of plamed outcomes. The Government w-ill strive
to ensure that public spending remains affordable within a sustainable framework.
161. In this regald, public spending will be directed towards the most cr-itical needs
of the country witli the aim of achieving quality outputs and outcomes with
optimum utilization of resources. Furthel, the Goverrur-rent will ensure MDAs,
requests for resources take into account the resource constraints in light ofthe fiscal
consolidation policy.

3.3 Budgetary Allocations for the Fy2022123 and the Medium-
Term

162. The total budget for FY 2022123 is projected at Ksh 3,309.1 billion. The
allocations to the three arms of government including sharable revenues to the
County Governments is summarized in Table 3.1.

Table 3.1: Summary Budget Allocations for the 8y2022123 - 202412s (Ksh
Million

1.0

9/o Share in AII

Nofes.r
+ Consolidated Fund Services(CFS)is cotlposed ofclomestic interest,foreign interest and pension
* * cott nEt. Governrnent allocati otr is cotnposed of sharable allocati ott

Source of Data: National Treasury

Criteria for Resource Allocation

163- The following criteria guided the allocation of resources within the three arms
of government and among MDAs for Fy 2022123 and over the medium term:

i. Linkage of Programmes to post-covlD-l9 Economic stimulus
Programme (PC-ESP);

ii. Linkage of Programmes to the 'Big Four' Plan either as drivers or enablers;

3efl

Finarrcial
rrpProveo
Original
Budget BPS Proiect5on

s/No- Details

zo"t/2? 2022/23 2023/24 zo24/25
National Government 1,9+2,008.8 2.O75.O7+.6 2.792.370.O 2.306.+27.9

Ei-ecutive 1.8A6.207.9 2,077.653.3 2,132,+L).3 2,2+2,698.A
Parliament 37,882.8 38.176-6 39.883-9 17.319.4
fudician' 77.91A.2 18.88+.7 20,073.A 22,373.7

2.O Consolidated Fund Services 718.3r6.8 864.125.O 908.80+.O
Count!' Gorrentmeut 370,O00.o 370,O00.o 375,O00.o 380."20-O
Total ---..-..- --. -....--Kshs. 3.O30.325-6 3.309.139-6 3.476.1,74.O 3,669.161,.9

63-1 62.9Governrrrent
E.recutive 62-2 6l.o 67.3 61.1
Parliameut 1.3 1.2 7.7 1-1
ludiciarv o-6 o.6 o.5 o.6

Consolidated Fund Sen'ices 23-7 26.7
"6.7

26.4
72.2 11.2 10.8 10.4
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iii. Linkage of the progranxne rvith the objectives of Third Medium-Term Plan

of Vision 2030;

iv. Degree to which the progranure is addressing the core rnandate of the

MDAs;

v. Cost effectiveness and sustainability of the programrne; and

vi. Requirements for furtherance and irnplernentation of the Constitution.

164. The baseline estimates reflect the current ministerial spending levels in sector

programmes. In the recurrent expenditure calegory,non-discretionary expenditures

take first charge. These include payment of public debts and interest therein,

salaries for Constitutional office holders and pensions.

165. Development expenditures have been allocated on the basis of the flagship

projects in Vision 203o,the "Big Four" Agenda, Economic Recovery Strategy and

the MTP IiI priorities. The foltowing criteria was used in apportioning capital

budget:

a. On-going projects: emphasis was given to completion of on-going capital

projects and in particular infrastructure projects with high impact on
poverty reduction, equity and employment creation;

b. Coun.terpart funds: priority was also given to adequate allocations for
donor counterpart funds which is the portion that the Govenment must

finance in support of the projects financed by development partners;

c. Post COVID-|9 Recovery: Consideration was further given to
interventions supporting Post COVID-19 recovery; and

d. Strategic policy interventions: fi.rther priority was given to policy
interventions covering the entire nation, regional integration, social equity

and environmental conservation.

3.4 Details of Sector Priorities

166. Table 3.2 provides the projected baseline ceilings for the FY2022123 and the

medium-temr, classified by sector. The BPS Sector ceilings were enhanced on

account of additional programmes, completion of ongoing projects and additional

expenditures tied to A-i-A revenue collection.
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Table 3.2: Summarl,of Budget Allocations for the FY2022123 -2024125 (Ksh
Million )

Applorerl

Budget

Estinrates

D

9'oShare Iu Total ittiuisterial

Code Seclor BPS Ceil

0r0

Source of Data: National Treasury

Agriculture Rural and Urban Development Sector

167. The Agriculture, Rural and Urban Development (ARITD) Sector plays a
major role in socio-economic development of the country contributing 18.9 percent
to the GDP in 2018, 19.4 percent n2019 and2l percent :*.2020. Real GDP in
absolute terms for the Sector amounted to Ksh 1,491 billion in 2018, Ksh 1,535
billion n 2019 and Ksh 1,616 billion tn 2020, representing growth rate of 5.4
percent n2020 compared to the gowth rate of 3.0 percent n20I9.
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2021tl? 2022t23 2023t2+ 1021t?5 !021t22 2022t23 2023121

iGRICUITURE, RiJf,{L .\ iiRB.J.\ DE\'ELOP]'IE)iT

r.{Ri;Dt Sub Total i5,7?3,9 63,897.9 l0,0bJ.) 66:61.6 3.9 3.1 2.6 2.9

Rec Gross t{,8.r7 l 15,i5r,9 18.7ii.5 i l.):.t. / t.0 !.u i.0 1,0

Dev Gros 50.878.5 i7,5;5,0 t7,952,0 i{,919.9 1,6 5,1 J.l +.6

EN ERGY, I]iIRiSIRUCTURE.I\D ICT Sub Total 335,812.3 368,300.0 36+,i89.0 370,539.0 17.3 1l.i 16.6 16.1

Rec Gross 8$.52{,6 r07.807.0 11"1,650.0 li0,{35.0 7.0 $.0 7,9 8.5

Der Gioss 1.17,167.6 :60,.i93.0 2{9,659.0 2+0,101.0 t7,0 35.7 JJ.* J l.+

GEi\-ER{t EColi0}ilC.$D Coirl}lERCIAL.{FF.{lRS

IGECAi Sub Total 20.583.1 2{,8i0.0 25,967.9 28,380.7 1.1 1.2 1.1 LZ

Rec Gross 1.1,000,7 r8,395.8 18,593.9 t0,10+.2 1,1 1.{ l,i 13

Det' Gross 6,582,{ 6.473.2 6,3i{.0 8,276,5 1.0 0.9 0,9 1.1

HE{tTH Sub Total 121,090.3 116,353.0 140,605.0 155,0,10.0 6.2 6.1 6.{ b.l

Rec Gross 61,870.7 70,i73,0 76.721.0 83,068.0 5.1 5,1 5.3 5.+

Der Gios 56.219.5 55,979.0 63,879,0 71,972.0
otu.t 17 8.5 9.+

EDUC{TION Sub Total 503.971.1 s?5,949.5 539,906.5 558,423.5 26.0 25.3 24.1 23.6

Rec Gmss {82,595.,1 501,.1.19.5 5r2,83{,5 538,518.5 3i.9 35.9 35.4 35.0

Der,Grts i1,3i5.7 2{.500.0 27,072.0 19,S95.0 3.2 1.2 l.l 0.9

Go\|ERlf.{icE, tuSTlcE, L{![A]iD oRDER t0[01 Sub Total 217.318.9 231,930.4 220,275.5 131,896.7 11.2 11.2 10.0 10,1

Rec Gross 205,319.+ 221,351.1 207,39?.3 215.732.3 16.1 16.5 t{.4 r,r.0

Der Gross 10,999.5 10.579.3 12.883.2 16,161,{ 1.6 l.{ 1,7 2.1

PUBUC.{DIfl ]ilSTR{Tt0)i.{iD IITERX.{TIoN.{t

UL{TIOI(SIPAIR] Sub Total 332,524.t 346,998.1 413,589,2 448.215.4 t7.t 16.7 18.9 19.4

Rec Oross 17t,121.7 r62,158.1 2!8,176.8 25i558.2 13.4 12.t 15.8 16.5

Dev Gnss 16r.399.1 r84,8{0.0 185,112.1 193,557,2 2{.1 :5.3 2{.8 25.3

NATIOIT4ISECURIIT Sub Total 152,202.7 203,097.0 230,601,5 218.423.8 8.4 9.8 10.5 95

Pcc Oross 157,122.1 170,713.0 182.716.5 188,208.8 12.3 12,7 12.6 12,2

Dev Gross 5.080.0 32,35{0 {7,885.0 30,215.0 0,8 {.{ 6.4 3,9

IOCL4I PROTECTION, CULTURIilID RTCREATION Sub Tohl 72,19+.3 72,,89L5 7+,7859 79.027.5 3.7 35 3.4 1,4

Rec Gross 39,635,? {1.293.1 46.003.9 47,519.r 3.1 J.l 3.2 3.1

Deu Gmss 32.559.r 3r,598.5 28,782.0 3t,478.+ 4.9 +,3 3.9 4.1

E}MRONTIENT PROTECl'ION, IfATERAND

NATURAI RESOURCES Sub Total 100,585.9 fl0,728.0 1266830 150,214.0 5.2 5.3 5.8 6.5

21.489.2 24,500.0 29,39{.0 31,523,0 1.9 1.8 2.0 2.0

76,096.7 86,22s.0 97.289.0 118.691.0 11,{ 11.8 13.0 15.5

GRAI{DTOTAI Sub Tohl 1,9{2,008.5 2.075.014.4 2,1n370.0 2,306,+22.2 100.0 100,0 100.0 100.0

Rec Gross r,273.629,9 t,314.+21.4 1,U5.t82.+ 1,5{1.0{8.9 65.5 64.8 55.9 66.8

Dev 0ross 568J78.5 730.590.0 747,t87.6 755,373.+ 34.4 35.2 34.1 332
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168. During the 2018119-2020121 Medium-Term period, the Sectol implemented

10 pr-ogr-a111es and achieved the follorving: processed 1.24 million title deeds;

fuly aigitized land records in Nairobi registry; developed 14 rnaritime tnaps to

support the blue economy; settled 22,777 households (squatters and landless);

..iolu"d 500 long outstanding laird disputes through Altemative Dispute

Resolution and Traditional Dispute Resolution mechanisrns; processed 16

compulsory land acquisitions for govemment flagship projects; installed 210 bulk

milk cooters; produ-ed and distributed 133.38 million doses of assorted animal

vaccines; insuied 90,060 Tropical Livestock Units; provided crop insurance for

1.32 million farmers in 37 counties; distlibuted 32,239 MT of subsidized fertilizer

to 60,000 fanners; supporled 74,046 fanners with assotted hputs worth Ksh 912

nrillion ttu.ough the e-voucher; and distributed 427,950 litles of pesticides fol
control of pesti (Desert Locusts, Fall Aimy Wotm, Quelea quelea). The Sectol also

supported 2,290 farmers with fish farming inputs; established Liwatoni Fishing

Iniustries Corporation and operationalized Liwatoni Fish Porl; established fish

quality control laboratories in Nairobi, Mombasa and Kisumu; restocked water

bodies with 25,000 fish brooders and two million fingerlings; established a

monitoring, control and surveillance center for marine resources; established a Ksh

3 bitlion Coffee Cherry Advance Revolving Fund; facilitated recovery of
outstanding SACCOs remittances amounting to Ksh 3.1 billion; automated 225 co'

operative 
"off". 

factories; and modernized New KCC factories at Kiganjo, Eldoret,

Sttik, Kitale, Nyahururu, Kericho, Nakuru and set up a new plant in Nyambene'

169. In the MTEF period 2022123-2024125, the Sector will implement 11

prograrnmes intended to facilitate attainment of food nutrition and security through

it5i* sub-sectors. Key interventions during this period include: registration and

issuance of 1.15 million title deeds; settlement of 30,000 landless households;

digitization of land records in 54 land offices; development ofNational Land Value

Index in 14 counties; geo-referencing of 240,000land parcels; acquisition of land

for government flagship projects; vesting of compulsorily acquired public land;

,.ro-l.rtioo of historical land injustice claims; production of 149 million doses of
assorted animal vaccines; establishment of Livestock Export Zone in Lamu;

completion of infrastructure works at Kenya Leather Park in Kenanie and Kenya

Dairy Laboratory Complex; equipping of Bio-Safety Level III laboratory;

insurance of at least 50,000 Tropical Livestock Units annually in 8 counties; and

provision of a50Yo subsidy crop insurance cover to 1.45 million farmers. The
^sector 

will also support 688,808 registered farmers in 40 counties to access

assorted agriculturaLrnputs t}rough e-voucher system; distribute 120,000 litres of
pesticides for the management of pests (Fall Army Worm and Quelea quelea);

production of 3.65 mitlion doses of bull semen and establishment of goat semen

production facility; development of 11 modern fish landing sites in the Lake

Vi"toriu and coastal region; development ofNational Mariculture Resource Center

at Shimoni, Kwale County; establishment of Liwatoni Ultra-modern Fish Hub and

Lamu fish processing plant; development of marine spatial plan; modernization

and expansion of New KCC plants; and modernization of cof[ee co-operative

factories and cotton co-operative ginneries.
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170. The Sector has budgetary allocations of Ksh 63.9 billion in FY 2022123,Ksh
56'7 billion in FY 2023/24 and Ksh 66.3 billion in FY 2O24l25,for implernenration
of the programmes.

Energy, Infrastructure and ICT Sector

171. The Energy, Infrastructure and ICT (EII) Sector plays a significant role as a
driver and an enabler in the implernentation of the "Big Four" Agenda. The Sector
aims at providing efficient, affordable and reliable infrastructure. This is critical
for socio-economic transformation underscored in the MTp III.
772. During FY 2018119-2020121, the Sector made rnajor achievements which
include: completion of Nairobi to Naivasha Standard Gauge Railway (SGR) line;
construction of 4,795 km of new roads; maintenance of 1 10,625 km of roads;
completion of second Container Terminal at the Port of Mombasa; completion of
Berth one of Lamu Port and completed rehabilitation of Kisumu port. A new ferry
- MV Safari - was acquired and rehabilitation of Moi and Isiolo airports was
completed. In addition, a total of 7,370 affordable housing units, 540 National
Police and Kenya Prison Services housing units and 670 Civil Servants housing
units were constructed. A total of2,500 Km of fibre optic cable was laid connecting
sub-counties, hospitals and police stations across various parts of the country and
the Konza National Data Centre was equipped ru-rder ICT infrastructural
investments. The country's electricity generation capacity increased by 525MW
and an additional 1,655,729 customers were connected to the national grid during
the same period. Regarding exploitation of the oil, gas and mineral reJources, 63
petroleum blocks were reviewed, and 415,032 barrels of crude oil were delivered
to Kenya Petroleum Refineries Limited (KpRL) storage terminal.

173. With the resources available for the FY 2022123-2024125 MTEF Period, the
Sector intends to: construct 4,540 Km of roads; generate an additional g5.7MW
from geothennal; construct 524.5I<mand520 Km oftransmission and distribution
lines respectively; connect 750,000 new customers to electricity; modemize the
Jomo Kenyatta Intemational Airport (JKIA) and Moi Intemational airport as well
as expand the Malindi and Isiolo airports. The Sector will develop a ship
construction and repair yard at Kisumu and equip Bandari Maritime Academy to
effectively train seafarers. To increase intemet speed and coverage, the Sector will
upgrade terrestrial cable from l0 Giga Bytes per Second (GBPS) to 100 GBpS as
well as roll out Kenya Digital Economic Acceleration programme. With regards
to Konza Smart City, the sector will complete the horizontal infrastructure and
operationalize the KonzaDataCentre. The Sector will also construct 38,489 social
and affordable houses, 1,550 police and prison houses and 3,150 Civil Servants
housing rurits in order to provide citizens with decent housing. To decongest
Nairobi City, the Sector will construct 45 Km of Bus Rapid Transport @RT) line,
60 BRT stations and acquire eight new BRT buses. Relating to sustainable
exploitation of oil, gas and mineral resources, the Sector will finalize the Field
Development Plan for the South Lokichar oil filed to inforrn Final Investment
Decision (FID), drill exploratory wells, market petroleum blocks, and undertake
geological assessments of rare earth minerals occurrences, iron ore deposits, coltan
and copper to promote investments.
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I74.To achieve the above, the Sector has been allocated a total budget of Ksh

368.3 billion, Ksh:64.3 biliion and Ksh 370.5 billion in FY 2022123,FY 2023124

and FY202 4125, resPectively'

General Economic and Commercial Affairs Sector

175. The General Econouric and comlrercial Affairs (GECA) Sector is a

significant player in the delivery of the "Big Four" Agettda in terms of

manufacturing, value addition and food and nutrition security' The Sector also

contributes to: employment and wealth creation; pronrotion of industrial

investments, trade #atorrir-; basin-based development; and regional integration'

i76. Duling FY 201 SlIg - 2O2Ol2l MTEF period, the Sectol made remarkable

aclievements, which i,clude: cleation of tiq,ols job opportunities; increase in

total export earnings from Ksh 517 billion to Ksh 642 billion; ref,rbishment of 3 8

Constituen"y nausirial Development Centres (CIDCs); improvement in Kenya's

global 
"ur. 

lf doing ilusin"r, ,ir',ki,g to Position 56 in2019 from 61 in 2018 out

of 190 countries jtoUutty; attainment of 93 percent level of completion of

modernization of the Rivatex Factory. Further, the value of exports from the-EPZs

firms amounted to Ksh 229,545 million and additional investments worth Ksh

llT,S}gmillion were realized. Tourist arrivals grew from 2'03 million in 2018 to

2.04 million in 2019 while eamings increased from Ksh 157'4 billion in 2018 to

Ksh 163.6 billion in2019. During the period under review, one million bamboo

seedlings *"r" p.ofu gated; 2,OOO househotds supplied with clean safe drinking

water; 2,000 toones ofmaize seeds were harvested; 78,000 mango seedlings were

raised; 2,500 ha of catchment conserved; 1,500 ha of land was placed under

inigation; Kenya',s value of exports to the EAC increased from Ksh 130 billion in

2079 to Ksh 158.3 billion :r;,2020'

177. During the FY 2022123 - 2024125 MTEF period, the Sector will continue to

piry 
" 

t"V ,Iot" i, deli,very of the *B_ig Four" Agenda and implement the 2020-2022

Economic n"ror,.ry i iit"gy (ERS). The ERS is designed to mitigate the adv-erse

socio-economic efiects of Ih.'COVID-19 pandemic, facilitate opening up of the

economy, accelerate economic recovery *a uttuio-ent of higher and sustained

economic growth. This will include incrlasing manufacturing contributionto GDP

from 8.4 percent *iOtg to 15 percent by 21i5,undertake targeted investrnents in

manufactffing and ugro-pro".tti"g i"a"ttry, create a conducivs environment for

business, -obilir" rrlo*", for investrnents and industrial development' promote

exports,promotesustainabletourism,deepenEA'Cilteeration,andpromote

"qiituUi" 
i"gional s ocio-economic and basin-based development'

lT8.IntheFY2o22l23andtheMedium-Term,theSectorhasbeenaliocatedKsh
24.9 billion, Ksh zi.o uittion and Ksh 28.4 billion for FY 2022123,FY 2023124

and FY 2024125, resPectivelY'

Ilealth Sector

179. TheHealth Sector is an important contributorto the national economic growth

tfno,rgl, ensuring that all Kenyans are producliYt Td- 11'.t ' healthy life' The

Constitutiorr r-d.rrrores the "right to health" while the Vision 2030, the MTP III
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as well as the "Rig Four" Agenda recognize provision of equitable, accessible andaffordable health care of the highest attainable standards to all Kenyans. TheNational and County Govemments have their specific functiols that are
complementary towalds achievement of the Universal Health Coverage (UHC) as
one of the pillars of the ,,Big Four,,Agenda.

180' Significant achievements were realized during the Fy 2o1g/Ig toFy202O/21
period: HIV and AIDS prevalence reduced from +I8 percent in Fy Zolg/20 to 4.5percent in FY 2020121, with the number of people on Anti-Retroviral Therapy(ART) increasing from 1,r 16,260 in Fy 2}rgirgio r,253,423 in Fy 2020r2r and
a reduced number of new HIV infections from 77 ,648 to 52,7 67 in 20 1 g and 2020
respectively' There was a marked increase in the proportion of successfully treated
drug resistant Tuberculosis (TB) cases from os percent in Fy 2olg/lg to 79 percent
in FY 2020/21, while the incidence of Malaria per thousand population dropped
fronr 86.2 in FY 2018119 to 78.8 in FY 2o20l2t whereas M"1.";;;i."r" ir""a
at 5.6 percent in2020.

18i' The Sector through 'Linda Mama' programme and other health interventions
relating to reproductive health, resulted 

-i, 
i-p.o'r"d skilled birth attendance from67 percent in FY 2018/19 to 78.3 percent ln Fy 2020121. Access to modern

methods of family planning stood at 43 percent in Fy 2020/ZL lmmunization
coverage increased from 8l percent in Ff2018 /19 to 84 percent in Fy 2020/Zl.
Regarding COVID-i9 prevention and management, vaccination against COV1O-
19 began in March 2021 achteving a coverage of fully vaccinated adults of 2.7percent by the end of the financial year and conductedthree rapid health facilifyCOVID-I9 assessments that informed the status of in-frastructure for COVID-I9
management. The diagnostic capacity for COVID-19 was established and
maintained at 3S.public and private laboratories in 12 counties with 523,99g
samples tested in the FY 202012L A total of 7 ,411 isolation beds and 3 I 9 ICU beds
were installed across the 47 counties in Fy 2020/21.
182' Kenyatta National Hospital (KM, conducted several specialized surgeries
including reattachment of a severely chaffed hand and specialized minimally
Tlasive surgeries jncluding heart surgeries, expanded the critical care unit from79 beds to 82 beds_that saw in-patient admissions increase from 4,139 in Fy20rgl19 to 5,278 in FY 202ol2l and established a tissue typing tauoratory. KNH-othaya installed a burk oxygen prant wrth a capacity of i,ooo litres per minute,
yhich offlered o4y_g?l_t9 an average of 35 patients per day. Moi reaching and
lttfa Hospital (MTRTD continued to provide specializedand excelle"rqiurity
health care in the region through instailation and operationalization of Linear
Accelerator and Brachytherapy Equipment, pressuri swing Adsorption p-ant
qfl)/ovgen generating plant (ocp) producing 2,000 [Les per 

^minute. 
rnaddition, 31 bed capacity COVID-19 isoiation facililties and 32 intensive care units

were commissioned. Kenyatta University Teaching Referral ?nd Researcn ftospital(I(UTRRI, procured highly specialized surgicJ equipment that ensured faster
recovery of patients with minimal scarring, istablishei a comprehensive cancer
care center with 180 patients seen daily in the outpatient unit, 7d patients r"."ir"a
radiotherapy and 30 received chemotherapy.

f
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183. Towards achievement of UHC, KenyaN{edical Supplies Authority (KEMSA)

procur-ed Health Products and Teciliologies (HPTs) worlh Ksh 35'84 billion, a1d

health facilities rnanaged to draw down 97 percent of these cornmodities'

Additionally, Kenya trriedicai Research lnstitute (KEMRI) is at an advanced stage

of establishing a -enter of Excellence for Stem Ce|l Research' This is aimed at

developing teJlrnologies for tissue regenelation, skin replacerrent and formulations

of indigenous technologies for tnanufacture of niche herbal remedies. KEMRI also

,f"urnJua.d clinical trLls and develop,rent of imovative locally p'oduced ,apid

test kits, notably malaria fin support of Afri"u Leaders Malaria Alliance (ALMA)],

HIV and COVID-l9 PCR kit.

i84. The key Sector programme priorities for the FY 702212023 -FY 2024125

ilclude: Pleventive, Piomotive arld Reproductive, Matemal, Newbotn, Child and

Adolescent Health (RMNCAH) Services; National Referral ar1d Specialized

Services; Health Resealch and Developinent; General Administration and Support

Services; and Health Policy, Standards and Regulations. The prioritized

prograrnmes and projects aim at achieving improved accessibility, affordability of

ir"ith services, ,ea.r.tio.t of health inequalities and optimal utilization of health

services across the sector. Additionally, ,h. programmes aim to revitalize and

sustain the aspirations of UHC.

185. During the MTEF period FY 2022123- FY 2024125, the Sector has been

allocated rtt, De .q bilion, Ksh 140.6 billion and Ksh 155.0 billion for the FY

2022123,FY 2023124 and FY 2024125, respectively'

Education Sector

186. The Sector envisions attaining quality and inclusive education, training and

research for sustainable developm*t. fn. Sector is committed to the provision of

quality education, training, ,"i*r", tecbnology, research and skills development

tt all'Kenyans, in an effort to contribute to the buiiding of a just and cohesive

society that enjoys inclusive and equitable social-economic deveiopment' In this

;;g;,i the Secroi focused on achieving the objects ofthe Kenya Constitution, with

relard to Education and Training and national priorities as envisaged in the Kenya

vision 2030, the "Big Four" Agenda, Post C9VID-19 Economic Recovery

Strategy (ERS), and other international commitments'

187. The gross enrolment rate (GER) in primaty schools improved from 104'4

percent iniOrS to 100.2 percent ,rr-2}lg andthen reduced to99.6 percent in2020-
'Enrolment of special needs pupils increased from 121,392 n FY 2018/19 to

136,081 in FY ZOtgtzobut droppe dto 132,466 in FY 2020121. A total of 8,592,810

prrpit, received capitation 
"rra.t 

the free primary education pro$arnme in FY

)O;ZOtZt. The number of students enrolled in public secondary schools increased

tuom 2,954,330 in FY 2018/19 to 3,289,885 in FY 2020121. The GER for

secondary education increased from 70.3 percent in 2018 to 77'2 percent :m2019'

188. Enrobnent in public Technical and vocational Education and Training

ffVBfl institutions increased from 162,071 in FY 2018/19 to 235,607 in FY

)OZOtZt.In addition, enrolment in special needs TVET institutions increased from

1,757 inFy 20lgl1g to 3,301 in FY 2020121. The number of public and private

46

$tcfirT
2022 Budget PolicY Statement



I

.$E[R,[ i
TVET institutions rose from 2,028 in 201 8 to 2,191 in20l9 and further. to 2,379 in
2020- Enrohnent of students pursuing university education rose by o1e iercentfi'om 542,005 in FY 2018119 to 547,133 in FY z}lgl}}and fui1her by tluee percent
to 566,042 in FY 202A121. Tlie Sector provided 297,703 university studeirts a1d
65,813 trainees in TVET institutions with loans while 104 students were awarded
postgraduate scholarships. The Sector developed the education, training and
research framework, whi,ch was adopted by Parliament (Sessional paper No."Ot of
2019). A number of policy documents were developed including ihe National
Curriculum Policy, National Education Sector Strategic plan 201 g-2022 and
ECDE Policy and Service Standards Guidelines

189. The pupil teacher ratio was maintained at 40:1 through recruitment of 15,000
additional teachers on permanent and pensionable terms and engagement of 10,300
and 12,000 interns in FY 20l9l2o and FY 2O20l21on a one-year contract period,
respectively. In addition, the Sector trained all primary school teachers ior the
implementation of competence Based curriculum for Grade 1 to Grade 5.

190. In order to promote irrnovativeness and popularize research, technology and
innovation in industry and leaming institutionr, tt. Sector f,rnded 3g4 rJsearch
projects, registered six research institutions and issued 5,843 research permits of
which 5,585 were issued to Kenyans/East Africans and 25g tonon-Kenyans.
191' The Sector is undergoing reforms in order to enhance access and inclusivity
as well as improve quality and relevance. This will ensure that the education system
promotes innovativeness and lifelong learning. These reforms require addiiional
investments in order to meet the expectations of the citizens througL improvement
of education outcomes.

192. To implement the progrrmmes in the MTEF period, the sector has been
allocated Ksh 525.9 billion, Ksh 539.9 billion ana fsn 558.4 billion in the Fy
2022123, FY 2023 I 24 and Fy 2024 I 25, respectively.

Governance, Justice, Law and Order Sector

193. The Sector is anchored on the political pillar of the Vision 2030 andplays a
pivotal role in the maintenance of law, order and social cohesion thereby .r"iiog
an enabling environment for economic, social and political prosperity of the
country.

194. During the MTEF review period, 2018/19-2020121, the sector recorded
achievements in various programmes and activities notably: acquisition of modem
assorted security equipment; establishment and operationi :u:a,|1inof the Integrated
Command and Control Centre (IC3) in Nairobi and Mombasa; and trained],t32
police recruits. The Sector also completed the construction of the forensic
Bbol{ov and equip_ping is 35yo compreie; issued 5,32r,g0g D,s,7,402,543 Bkd
certificates, 926,570 passports, 972,800 visas, 56r,7gl work penni ts, 2,523,g40
Police clearance certificates ,506,165 smart Driving Licenses, an d Sog,lis Death
Certificates; and registered over 37 million Kenyans in the National Integrated
}!o"{ion Management System (NIIMS). The Sector also produced and i-ssued
7'5 Million Huduma Cards; registered and issued citizenship to 1,6D6 stateless
persons and connected of 64 agencies to Integrated Population itegistration System

I
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(IPRS) and euhanced conuptiotl preveution measules. Fufiher, the Sector:

concluded 3,575 cases dismissing liability rvofih Ksh 131 .7 billion; provided 2,908

legal advisolies and opinions; r'etted 208 procurement contracts for MDAs;

su"ccessfully identified, tlaced and seized assets worlh Ksh 5.7 billion; preserued

assets worlh Ksh 685 biilion; forfeited Ksh267 million to the State frorn proceeds

of crime; subjected 595 disputes to ADR mechanism; and arnicably settled 308

disputes. In addition, 13,109 estates aird tlust files were finalized and 12,216

colrplaint files were digitized. Other notable achievements include provision of

online Govemance, Law and Order public selices, conducted 34 by-elections,

reviewed and developed various sectoral policies, provided protection to witnesses

and promotion of hurnan rights.

195. The Sector intelds to continue implementation of projects in the following

bload areas: police modemization prograrnme with an aim to reduce Crirne Index

per- population of 100,000 fi'om 180 to 120; equipping the National Forensic

iufoiutory and train forensic experts; secure Key/vital Installations & boundaries;

train 16,i91 Lawsecurity Enforcernent Agents; Issue 1.5 Miilion smafi driving

licences; Inspect 1.5 motor vehicles; Produce and issue 6 million Identity cards; 4

million gktf Certificates; 20 miltion Huduma e-cards; Connecting agencies to the

Integrated Population Registration system (IPRS); undertake the 2022 general

elefion; decentralization of the functions of the Attorney General to Counties; and

the roll out of national legal aid services to indigent persons, among others'

196. To implement the programmes in the MTEF period, the Sector has been

allocated fsn Z: 1.9 billion, Ksh220.3 billion and Ksh 231.9 billion in FY 2022123,

FY 2023124 and FY 2}24l25,respectively.

Public Administration and International Relations

197. Thepublic Administration and Intemational Relations (PAIR) Sector plays a

pivotal role in the economy by: providing leadership for national prosperity;

Lnsuring effective and efrrcient public finance management and accountabiliry;

promotirg devolution; ensuring an effective and efficient public service;

promotin! foreign relations and youth empowerment and their mainstreaming in

all aspects of national development.

19g. During the MTEF period FY 2018/19 - 2020121, the Sector: successfully

conducted the20t9 Kenya Population and Housing Census (KPHC); stengthened

the national planning function through operationalization of 17 national plarrning

offices in the Countiis; tracked implementation of the Kenya Vision 2030 flagship

projects, MTP III, SDGs and "Big Four" Agenda; supported, through NG-CDF,

infrastmctural development for education and security sectors through

constructio n of 27,446 and 2,859 facilities respectively, and awarded bursaries to

1,385,988 beneficiaries. The Sector also developed ADR Regulations and resolved

14 intergovernmental disputes using ADR mechanism; supported all County

Governments to respond 6 COVID-l9 pandemic to the tune of Ksh 1.4 billion;

and compl eted 82 
-investrnent 

projects under the Kenya Devolution Support

Programme (KDSP).
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199. The Sector enhanced foreign relations and diplomacy tllough:
operationalizing four new missions in Accra-Ghana, Dakar-Senegal, blibouti and
Bern-Switzerland; conducted 27 Joint Commissions for Cooperatioi sessions,
signed 94 agteements/MoUs and hosted Country Agreements covering various
sectors of the economy; successfully lobbied for 25 individual anJ country
candidatures including the LrN Security Council; hosted l3 i,te,rational
conferences; and co-hosted the 9ft Sunrmit of the Africa Caribbean and pacific
(ACP) Heads of State and Governrnent, and the International Conference on
Population and Development (ICPD25) Nairobi Sumrnit. The Sector also:
reviewed and developed 16 human resource management policies, guidelines and
fiameworks to guide the public service; developed a master plal for scarce and
high priority skills under the "Big Four" Agenda; undertook guidance and
counselling to 14,274 offrcers; recruited 27,740 people for paramilitary training
and trained 10,048 youth in specialized skills.

200' To promote youth empowerrnent, the Sector disbursed Ksh 1.4 billion to
youth enterprises for business staffups and expansion creating employment
opportunities for 106,156 youth; operationalized 109 youth Empowerment
Centres CYEC) in various constituencies; trained 55,253 youth in life and core
business skills; engaged 49,350 youth in leadership and governance; and 135,53i
youth enrolled and participated in character building development programme;
engaged 9,760 young university graduates as intems under lt " 

prUfJService
Internship Programme and deployed them to MDAs. For efficient public finance
management and oversight, the Sector: injected Ksh 3 biition toward.s
operationalization of flre Credit Guarantee Scheme; public service delivery was
improved where the Sector served over 26 million people and addressed over 1l
million service requests through Huduma centris, Huduma Mashinani and
Huduma Contact Centre, respectively; resolved 93 percent of public complaints
on maladministration and enhanced transparency and accountability through
issuance of 6 policy guldglines on implementationof Access to lnformation Act,
2016. The Sector provided food and non-food assistance to 3.5 million food
insecure and disaster stricken persons and facilitat ed, 526,174 clients with
agriculture loans under the microfinance sector support and development; and
ensured smooth implementation ofNairobi County Government functions through
the Nairobi Metropolitan Services.

201. In the MTEF period, FY 2022123 - 2024125, the Sector will continue to
shengthen administration ofpublic services at all levels of Govemment to enhance
effective and efficient implementation of programmes under the MTp III and the
"Big Four" Agenda to promote dynamic, inclusive and sustainable development.

202- Irlthe MTEF period FY2022/23 to FY 2024/25,the Sector has been allocated
Ksh 347.0 billion, Ksh 413.6 billion and Ksh 448.2bil1ion for the Fy 2022/23, Fy
2023 /24 and FY 2024125, respectively.

National Security

203. The Sector is key in facilitating a secure and conducive environment for
socio-economic and political development. The sector entails promoting a
cohesive, egalitarian, technologically efficient and progressive societ! with a glod
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quality of life. It is therefore a critical enabler in the realization of the "Big Four

Agenda.

204. The Sector will continue to address conternporary and emerging ttueats to

r-rational seculity that undennine peace and development. These include terrorism,
radicaltzation, ltuntan and dlug trafficking, money laundering, cyber'-crirne and

other socio-economic and political challenges. The Sector will also work on

modalities to strengthen security and safety of public schools. tediary training
institutions and universities.

205. In ordel to in-rplement the plioritized progranlnes and minirnize the above

mentioned threats, the Sector has been allocated Ksh 203.1 billion, Ksh 230.6

billion and Ksh 218.4 billion in FY 2022123, FY 2023124 and FY 2024125,

respectively.

Social Protection, Culture and Recreation Sector

206. The Sector plays a critical lole towards the achievement of MTP III and the

"Big Four" Agenda plogrammes and projects. Major achievements during the

MTEF period FY 2018119 - 2020121 iriclude: establishment of alternative

livelihood enterprises; development and solarization of boreholes on selected

strategic sites; production and dissernination of drought early warning information;
supporting the wlnerable and drought affected households through cash transfers

and food for assets; capacity building of stakeholders on gender and leadership

skills; supporting groups through grants for socio-economic development;

provision of sanitary towels to school girls, supporting women, youth and People

Living With Disabitities (P\\D) through the affrmative action firnds; accelerated

the fight on eradication of Female Genital Mutilation (FGM) and campaign against

Gender Based Violence (GBV); facilitated placement of job seekers in
employment through the public employment services; enhanced labour migration
and protection of Kenyan migrant workers; and developed the National Policy on

Labour Migration.

207. Fwther, the Sector provided cash transfers to Orphan and Vulnerable

Children (OVCs), pelsons with severe disability and the elderly; supported OVCs

with education scholarship through the Presidential Secondary School Bursary

Fund; provided PWDs with assistive and supportive devices and services;

completed the construction of the ultra-modern national library; established

COVID-I9 testing and research centre at the Institute of Primate Research (IPR);

established the National Heroes Council; presented teams in regional and

intemational sports competitions; constructed the Kenya Academy of Sports; and

developed sporting infrastructure to international standards.

208. In the FY 2022123 toFY2024l25,the Sector will prioritize the following key

strategic interventions: cash transfers to vulnerable persons; continue the fight
towards eradication of FGM and GBV; skin care for persons with albinism;

Presidential Bursary for OVCs; implement Kenya Social Economic lnclusion
Project (KSEIP); implement Govemment Affirmative Programmes (National

Government Affirmative-Action Fund (NGAAF), Women Enterprise Fund (WEF)

and UWEZO Fund); and Sports, Arts and Social Development Fund (SASDF) to
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prolnote and develop spods, afis and social developrnent including UHC. The
Sector will aiso prioritise: plomotion of hannonious industrial relations; provision
of skilled manpower fol the industry: implovement of youth employability;
conseruation of lieritage and facilities; generation of natural products-based and
nerv biomedical knoivledge for priority diseases includirig COVID-19; build
resilience of ASAL communities and cushion drought-prone vulnerable
households; irnprove social and econornic arnenities for lefugee host cornrnunities;
irnplementation of inter-county and cross border peace dividend projects; talent
development in the areas of sporls, music and arts; developrnent of sports
infi'astructure to intemational standards; and establishment and operationalization
of Govemment-run shelters for victims of human trafficking.

209. To implement the programmes in the MTEF fol the FY 2022123 - 2024125,
tlre Sector has been allocated Ksh 72.9 billion, Ksh 74.8 billion and Ksh 79.0
billion in the FY 2022123, FY 2023124 and FY 2024125, respectively.

Environment Protection, Water and Natural Resources Sector

210. The Sector plays a critical role in Kenya's economy by securing, stewarding
and sustaining the environment and natural capital of the country. During the
MTEF period FY 2018/19 to FY 2020/21, the Sector achieved the following:
irnplemented the National Climate Change Action Plan, the Green Economy
Strategy and Implementation Plan and the National Adaptation Plan; initiated
review of three legal documents in the FY 2020121(Environmental Management
and Coordination Act (EMCA),2015; the Forest Conservation and Management
Act, 2076; ftnahzed the Extended Producer Responsibility (EPR) Regulations);
reviewed the National Forestry Policy; and developed the code of conduct for
doing business for the Climate Change Council.

21 1. There was 85 percent reduction in use of carrier plastics in the environment
was realized through enforcement of plastic ban, a total of 8,100 environmental
audit reports were reviewed and all environmental cases presented were prosecuted
during the period under review. $imilarly, 14,500 participants were sensitized on
environmental justice while 82 best practices on green innovation were recognized
and awarded. The Sector implemented pollution control strategy for the Nairobi
River Basin from Ondiri Swamp to Athi River and identified 23-point sources of
pollution; carried out quarterly ai, quality monitoring in Nairobi and Mombasa;
updated the map for pollution sources in Nairobi River Basin, Eldoret and Kisumu;
assessed water quality in Athi and Tana River basins; sensitized all sectors under
schedule one ofthe EPRRegulations; implemented E-waste management strategy;
and undertook mapping of dumpsites in Nairobi, Mombas4 Kisumu and Eldoret
urban areas.

212. The Meteorological Department services were modemized by installing three
Airport Weather Observing System (AWOS) with intelligent sensors in Kisumu,
Eldoret and Nafuobi. In the sector, a total of 6,573 H4 12,474 Ha and 70 Ha of
forest, farm forest and woodlots, respectively were established while 58,581.4Ha
were gazzetled. Additionally, 196.8 million tree seedlings were produced;
protected 588,393 Ha of degraded critical indigenous forest, restored 7,000 Ha of
degraded mangrove ecosystems, ffid established 1,100 Ha of bamboo forest.
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During the review pedod, tire Sector developed 66 folest rese.arch teclmologies and

proarI"A n7,920 Kg of high-quality tree seeds; rehabilitated 7,216 Ha; and

protected 17,101Ha of the rvater toureLs'

213. The Sector-developed the National water and National Inigation Policjes and

four sets of r-egulations'namely; water Resources, water Harvesting and Storage

and, Watel Services and hrigation. These Regulations are.rneant to operationalize

the implementation of the w*er Act.2O16 and the h'rigation Act,2079'

214. Access to w'ater sen,ices increased from 62.9 percent iii FY 20l8l19 to 65'5

;;r;; in Fy Zo21l2L Urban sewerage services increased ftom26 percent to 27 '7

percent while the national sanitation coverage increased from 68 percent to 78

percent during Ur. f"rioa under review. Further, 187 schools were corurected to

clean water. The total area under iffigation grew frotn 504,800 acres in FY 2018/19

to5gg,860acresinFY2o2ol2t.tnaaaition,tlresectorincollaborationwitlrother
sectors put in place measures to contain the spread of COVID-19 which included

drilling of 193 boreholes and installation of water service infi'astructure within

Nairobi Metropolitan Area that benefitted 620,000 people living in the infolmal

settlements.

215. Under wildlife conservation; there was a reduction in elephant poaching,

increased response rate to Human Wildlife ConJlicts cases, construction of 136'5

km and maintenance of 2,011 km of fences, rehabilitation of 115'8 km and

maintenance of 7,000 km ofaccess park roads. Under Economic Stimulus Program

(ESP);5,500communityscoutswererecruitedandengagedtosupportKwS
[rru,iorrr, and 2,020 wildlife _,and Environment conservation awareness

programmes were conducted. The Wildlife Conservation Trust Fund Regulations

*"r1" fo.-,rlated towards the establishment of the Fund'

216. TheSector intends to achieve the following in the MTEF period FY 2022123'

to FY2024125: develop and implement six environmental policies; enhance waste

manageme ntin 47 Co'unties; support 30 green innovations; install 300 Automatic

Weather Stations (AWS); construct two Airport Observatories systems; produce

351 million tree ,e.dlirg*; protect 142,000 Ha of forest plantations against

poaching, diseases *a nrJti 
"rtublith 

27,000 Ha of forest plantations; rehabilitate

24,400Ha of degraded natural forest, gazette30,000 Ha of forest; rehabiiitate 400

Ha of degraded areas in the ASAL and 8,000 Ha of degraded manglove forest;

produceisg,400Kgofquality^treeseeds;developl05forestresearch
technologies; protect SSO,OOO Ua of water towers; fence 160 km of Maasai Mau

water tower; rehabilitate 3,000 Ha of degraded landscapes, establish 11 bamboo

demo-sites, and prodrrce t,i50,000 bamioo seedlings for stock enhancement in

water towers ecosYstems.

217. The sector anticipates that by the end of FY 2024125,85 percent 9f m"

population will have uJ".r, to safe drinking water, access to improved sanitation

will increase from 72 percentto 90 percent, sewerage coverage in urban areas will

increase froml7 .7 percent to 40 percent while actea1eunder irrigation will expand

Uy AO,OOO u"..r,hr'oogh completion of dams and construction ofvarious sewerage

and sanitation infrastircture. The Sector aims to reduce poaching to zero; fully

respond to human witdlife cases; develop 30 wildlife research innovations; settle

all pending human wildlife conflict compensation claims; and construct'
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relrabilitate and maintain 362 Krn. 494 Krn and 5.1 05 Iftn of fences, respectively;
establish three sanctuaries; construct and rehabilitate 472 and 200 .rrg., houses
respectively; undertake rvildlife census; conduct l6 disease surveiiiance and
outbleaks; and develop six wildlife technologies. Further, the Sector rvill: nap sixwildlife corridors and dispersal areas; construct four research and tr-aining centers;
renovate research training facility in Naivasha; construct research and traini,g
conferencing facility in Naivasha; establish /renovate six wildlife resource centers;
and review the wildlife conservation and Manageme,t Act.
218' To successfully implement programmes, projects and activities in the MTEF
period FY 2022123 - 2024125, the Sector has been allocated Ksh 1 10.7 billion, Ksh
126-7 billion and Ksh 150.2 billion for the FY 2022123, Fy 2023124 and Fy
2024/25, respectively.

Programme Performance Information for Fy 2022/23 - Fy 20z4rz5MTEF
Period

219' Annex Table 4a provides a suinmary of expenditures by programmes for theFY 2022123- 2024125 period. Annex Table 4b provides i detalea reporr withinformation on prograrnmes outputs, key perfofinance indicators, and the set
targets for the FY 2022/23 - 2024125 period.

3'5 Public Participation/ Sector Hearings and Involvement of Stakeholders
220. P]ublic participation and involvement of stakeholders in the medium-term
budget process is a constitutional requirement. In fulfilment of this requirement,
Sector working Groups (SwGs) w.r. 

"o.rrened 
to develop the sector ,"po.tr,

yE"h were subjected to public hearings for the Fy 2022113 and medium-term
budget were held between i3ft and l5ebctober,20zL Annex Tabre 5 provides a
summary of policy_is^sue_s_raised during the Public Hearings and the responses. In
addition, the draft 2_92?BPS was uploaded onto the Natioial Treasury website on
1 1tr November,202l inviting the public and stakeholders to share comments. The
comments were considered in finalizing this document.

221' The document was further reviewed and finalized during a retreat of the
Macro working Group held in Naivasha from l ltr to 19tr November, 2021. The
retreat brought together thirry two offrcers of the Macro working Group from thefollowing institutions: various Departments of the National freasury, the State
Deparfunent of Planning, centrar Bank_ of Keny4 Kenya Revenue Authority,
Kenya National Bureau of Statistics; e Kenya tnsiitute of public policy Research
Analysis and Commission on Revenue Allocation. Annex Table 6 provides a listof officers from the lvlacro Working who attended the retreat. A summary of the
comments received from the Macro Working Group, various stakeholders and thepublic and the actions taken are summariz.a i" a"".x Table 7.
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IV.COUNTYFINA,NCIALMANAGEMENTAND
DIVISION OF REVENUE

4.1 County Governments' compliance with Fiscal Responsibilify

Principles

4.1.1 Compliance with the Requirement on Development spending

Allocations

222. Section lo7 (2) (b) of the PFMA, 2012provides that county Govemments

should allocate a rninimurn of 30 percent of their budget over the medium-term to

development expenditure. All the County Governments- except Nairobi City

corrrray compliei with this legal requirement and allocated at least 30 percent of

tt .i, upproved budget to deveiopment in FY 2020121(Figure 4.1).

Figure 4.1: FY 2020t21Budgeted Development Expenditure as a Percentage

of Total Expgqditule
50.o

50.0

{0.0

30.0

20.0

100

- 

lnomPllanewithPFMA,zolz

- 

Notin @mPli.nowithPFMA"2012

.,i .1 id
Eqrd,

!a s*++*:iM qgNdddoa6--sEHs55ssssfififiHfii
ulo

O6tsNOd**rHssFl$riss*;;;

E C=; 
g 

EEEE EE'
EEIEEZELE*:E3EEEE- s -,€E?- S =-a

-F

gE E 
=s€=*s= EE ; E E E E 

E 
=:!-E5q .=' 

=E =,;iF r*
5 i ,z
?
E

€
z

Source of Data: Controller of Budget

223. ln terms of actual development expenditure for the FY 2020121, only 2l

County Governments were abte to utilize at least 30 percent of their total

"r,p""aitor 
oo dw.lopment. rhe -coyntr 

Government of Marsabit spett 47'7

pri""r,t, Mombasa +i.i percent and Mandera 38.0 percent. On the other hand, a

total of 26County Governments spent less than 30 percent on development in FY

zL2)lzl.Narok county Government had the lowest expenditure at 73'l percent

while Nairobi city and Baringo counties spent 18.7 percent and 19'3 percent

respectively @igure 4.2).
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Figure 4.2: FY 2020121Actuar Deveropment Bxpenditures as a percentage of
Total Expenditure
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4.1.2 compliance with the Requirement on Expenditure on wages and
Benefits

224. Regulation 25(1) o) ofthe pFM (county Governments) Regurations,20r5
requires that County Governments' expenditure on wages and benefits shall not
exceed 35 percent of their total revenue. The counfu Govemment,s Budget
knplementation Review Report (CBIRR) for Fy 2020/21 shows that only 13
County Government's expenditure on wages and benefits were within the iegal
threshold. The County Government of West Pokot had the lowest expenditure on
wages and benefits at 16.7 percent followed by Wajir and Vihiga Counties at27.0
and 28.1 percent respectivery. The report further reveared that 34 county
G-ovemments spent beyond the legal threshold. Baringo County Govenrment spent
57.4 percent followed by Bomet at 55.1 percent uia n*goma at 53.4 percent
@igure 4.3). In this regard, ail the county Govemments should put in place
measures to contain the wage bill in compliance with the law and to free up
resources for development and improve service delivery.
tr'igure 4.3: FY 2020lzl county Governments'Actual Expenditures on wages
and Benefits as a Percentage of Total Actual Revenue
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4.2 Enbaneernent of c ou nty Govern ments' owm- so u nce-Revenu e

225. County Govelrulents collected a total of Ksh 34'4 billion in Own Source

Revenue (OSR) against an annual target of Ksh 53'7 billion in the FY 2020121

inigo.u +.+;. rrris ,.epresents 64.1 pelcent of the annual oSR target in FY 2020121 '

brrt"y nr" County Govemments were able to collect more than one hundled petcent

of iheiL annual OSR target in FY 2O2Ol2t These County Govemments are

Turkana, Tana fuver, Uasin Gishu, Lamu and Migori'

Figure 4.4: FY 2020l21Actual Revenue collected by the counfy Governments
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Source of Data: Controller of Budget

226. Despite the COVID-l9 pandemic, OSR collections of Ksh 34'4 billion for

FY 2020121 did not deviate much from the collections in FY 2019120 which was

Ksh 35.8 billion. Available data from the Controller of Budget (CoB) over.the

years, reveals that a number of county Govemments have continued to miss their

.*"rrr. targets *t ict, may be an indication of unrealistic OSR projections or

failure to put efficient fiscal effort in revenue collection' This is indicative of the

need for more capacity building on aleas of tax analysis and revenue forecasting

as well as address gorlrr*"" iisues that negatively affect OSR collections'

22T.Irrthisregard,theNationalTreasurythroughaMulti-AgencyTeam
a"r"top"a the Nat-ional Policy to Support Enhancement of County Govemments'

OSR and the County Govemments (Revenue Raising Process) Bill 2018- The

policy proposes str#gies to address ciallenges in collecliol *d administration of

decentralized taxes, 
"fe"s 

and charges. TLe Bill, which is currently before

parliament for legislation, will regulate the malllfer in which counties

introduce/v*y f".r'*d charges. The legislation once passed will address the

;;;;b- of multiplicity of f."J*d charges within and across counties in line with

irai"t" 209(5) oi tt " Constitution. Thi Constitution provides that the County

Governments revenue raising powers should not prejudice national economic

folicies, economic activities across county boundaries or the national mobility of

goods, services, caPital or labor'

228. In order to support implementation of the Policy, a range of national level

legislative reforms have been proposed. To this end, the National Treasury in
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collaboration with the Ministry of Lands and Physical Flanning is i1the process of
developing the National Rating Bill 2021to replace the outdated Valuation fbr
Rating Act (cap. 266) and Rating Act (cap. zefi. rheproposed Bill is expected
to guide valuation for rating and imposition of rates on raieable property in the
County Govemments.

229' In addition, the Commission on Revenue Allocation (CRA) in collaboratiol
with the National Treasury and other stakeholders is in the process of developi,g
a model tariffs and pricing policy. The County Govemunents are expected to
customize this model policy to develop their respective tariffs and pricing policy
in line with Section l2O of the County Government Act, 2012. The tariffs a,dprici,g policy will form the basis for revying fees and char.ges by the corrty
Governments.

4.3 Prudent Management of Fiscal Risks

4.3.1 Pending Bilts

230' The PFMA, 2072, provides for mechanisms to assess and determine
financial problems encountered by National Government entities and County
Governrnents. Section 94 (l) (a) of the PFMA, 2}I2,identifies as a material breach
failure to make any payments as and when due by a State organ or a public entity.
Article 225 of the Constitution read together witl Section 96 of the bpv7^, zotzgives the Cabinet Secretary responsible for Finance powers to stop transfer offlrnds to the concemed State organ found to be il material breach. County
Governments have accumulated pending bills over the last seven years of
devolution.

231' The Offrce of the Auditor General (OAG) conducted a special audit toveri& the stock ofpending bills by counry Govemments as at 30*i;;r0i. Th"
special audit indicated that out of a total of Ksh 88.9 billion pending bills presented
for audit, bills amounting to Ksh 51.2 billion were report"d * puyuye while tcsh
37 '7 billionlacked suf[rcient documentations to r,rppo.t services rendered or work
done and therefore were not recommended for payment.

?12, A report by the CoB indicates that by 30ft Jvne2)2l,counties had paid Ksh
40-5 billion (79.1!:19:"t of the eligible pending bills) leaving an outstanding
balance of Ksh 10.8 billion (Table 4.i).
233.- The Intergolernmental Budget and Economic council (IBEC) through aresolution of 18tr June 2019 instructed all County Govemments to establish anTreligible Pending Bills Committee to verifu the bills that lacked sufficient
documentations. As at 30ft June 2021, County bou".o-"nts had verified anJ faidKsh 6.9 billion of th; ineligible pending Uitts. aaaitionally, the National treasury
is awaiting the OAG special audit of the County Govenrments' pending bills for
the FYs 2018119 and2019120 which was conducted in May 202lat the iequest of
the National Treasury.

234. In order to ensure that pending bills are paid on time, the following
mechanisms have been put in place:
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a) All counties ar.e to regularly report on pending bills in accordance with the

financial r-eporting ternplate by the Public Service Accounting Standards

Board (PSASB). Couirties are required to disclose in their financial

staternents, details of all pending bills, including the date, beneficiary,

description and amount and the reason why the arnount was not settled by

the due date;

b) The CoB to pr.ovide regular updates on the plogless made on settlement of
eligibte pending bills to the National Treasury and Parliament;

c) County Govemments to budget for the outstanding pending bills and

submit payment plans and status reports to the CoB, with a copy to the

Cabinet Secretary, the National Treasury and Planning; and

d) County Governrnents to settle pending bills on a First-In First-Out basis.

Table 4.1: P ent of2018 Pen Bills

OF BILLS A THE AIIDIT

Governm ents as at 30th Jane 2021

ON PA BY COI]NT}' 3om
OAG AND

OveraU
Outstandiry

Pendiug
Bills (IGh)

21,7t9,172

24t,518,322

I 10,481,633

41,848,55,

754,484,047

877,593,41\

268,206,644,

r,380,926,807

643,421,415

278,162,041

\774,084

462,458,288

625,907,8?9

244,608,239

966,6s8,929

10E,049,051

607,272,521

566,669,432

1,691,897,5r3

9u,905,209

27,084,302

531,593,490

Outstanding
Eligible
Pending

Bills (IGh)

Total Pending
Bills Paid

CIGb)

Ineligible
Pending
Bills Paid

(IGh)

Eligible
Pending Bills
Prid (IGh)

Eligible
Pending

Bills as per
the OAG
Special

Audit (Ksh)

Ioeligible
Pending Bills

as per the
OAG Special
Report (Ksb)

Bills
Presented to

OAG By
Counties for
Special Audit

(Ksh)

Bills
Presented to

CoB By
Counties as

of30th Jong
20lE (IGh)

Count5'

H:C-EG:E+FFEC DBA
24,046,826 0024,046,82621,719,1724s,765,998 24,046,82663,600,000Baringo

190,789,2s',112,154,239 r,012,032,859999,878,62063,383,3M1,190,161,877r,155,4'73,480 1,253,551,181Bomet
13,254,596490,999,8't4362,774,19'7 128.2?5,677225,442,'114376,038,793601,481,507326,39t,974Bungoma

1.251,277971,644,606040,597,280 9'11,644,606972,895,8831,013,493,163993,600,000Busia
0654,195,2i3428,978,838225,216,395225,216.39s 683.462,880908,679,2'15136,750,039Elgeyo Marakwet

485,365,381 050,250,949435,114,432927,844,3601,362,958,192 435,114,432t,278,735,548Embu
2L388,84s0 \z8s,r4L,s622,285,t41,562245,817,7952,307,530,407980,059,238 2,553,348,202Garissa

0282,3i8,803241,a'7\18340,447,O2040,441,020 1,622,798,590L,663,245,6101,332,41',1,888HomaBay
69t,253,320 567,1 19,383069t,253,32076,302,092t,334,6?4,795 1,258,372,103101,330,098Isiolo

88,191,509 008E,191,6092'7E,162,041366,353,650 88,191,609769,805,900Kajiado
08,082,8,10 591,t'16,292583,093,45210,856,924583,093,452593,950,376634,742,603Kakamega
0632,012,68'7490.184,743 141,82'1,944604,286,232490,184,7431,094,4'10,975t,255,284,413Kericho

238,585,9351,686,851,652i,593,032,095 93,819,557481,141,5011,83 1,61E,0302,312,759,531185,758,702Kiambu

01,132,403,79216,360,?34260,968,473 1,1 16,043,5581,1 16,043,558t,3't'1,012,031L,?24,706,197Kilifi
421,640,212361,800,63442,359,8835E7,378,500 319,440,751741,080,9631,328,459,563250,092,562Kirinyaga
t5,763,7851,306,055,57Er21,245,4442t3,530,',110 1,184,8i0,134t,200,573,9191,4r4,104,629865,075,580Kisii

1,868,,149,604 3,750,00019,999,52'11,788,450,077683,522,0482,475,772,125 1,792200,0772,047,603,022Kisumu
876,342,209 0304.308,790572,033,419870,978,2221,/143,01 1,641 5?2,033,4191,167,092,734Kitui
809,734,393 0809,734,3931,691,897,5132,501,63r,905 809,734,3931.830,121,075Kwale

00 77,539,'1087'1,539,7089t1,90s,20977,539,708'160,611,928 989,444,9t7Laikipia
0t$,sls,zzi85,050,899 3t,s28,32358,612,62585,0s0,899179,490,878 143,663,524Lamu

r89,430,916752,932,691752,932,691 0344,162,5'.14942,363,6071,286,s26,151975,461,203Machakos

033,0 1E,202033,0r8,20233,018,202 1,884,53034.902,13233,571,164Makueni

s8i
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A OF THE AUDIT OAGAND STA AY]\MNTSBY GO\/ERNII,IENTS

Source of Data: Ofice of the Auditoi General and Controller of Budget

4.3.2 Statutory Remittances

235- Review of the CBIRR for the half-year period which ended 3l't December,
2020 by the CoB, indicates that County Govemments have not been remitting
retirement contributions to the various Retirement Benefits Schemes (the Local
Authorities Provident Fund (LAPFUND), the Local Authorities pension Trust
(LAPTRUST), and the county Pension Fund (cFp) that serve employees of
county Governments and affiliated entities. As at 31rt December,-2020, the
trnremitted contributions stood at Ksh 52.5 billion. In this regard, county
Govemments should provide for outstanding retirement contributions in

20i

Overall
Outstandil

Peoding
Bills (IGh

202,103,74

48, l5 1,28

322,958,44

322,840,37

3,385,064,27

I 17,489,89

t7,226,484.66

2,1 10,583,38:

505,539,76,

274,039,70:

123,328,99:

524,064.12i

61,686,53 l

l32,tt5,t1t

18 1,827, l0t

61,013,15i

695,596,7s:

430,42E,95:

420,826,788

1,390,692,563.

97,976,238

1,151,697,024

251,688,769

703215.461

41,61 1,13E,656

seI

County

Bills
PreseDted to

CoB By
Counties as

of3Oth June,
20lE (IGh)

Bills
Presetrted to

OAG By
Counties for

Special Audit
(IGb)

Eligible
Peoding

Bills as per
the OAG
Special

Audit (Ksh)

lneligible
Pending Bills

as per the
OAG Special
Report (Ksh)

Eligible
Pending Bills
Paid (IGh)

Ineligible
Pending

Bills Paid
(Ksb)

Total Pending
Bills Paid

(rGb)

Outstanding
Eligible
Pending

Bills (Ksh)

A B C D E F G:E+F H{.E
Mandera 107,580,050 552,t3'1,062 349,453,313 202,103,749 .349,433,5 I 3 0 349,433,3 l3 0

Marsabit
799,153,8 14 776,4t1,| 1 '128,259,831 48, r5 1.280 728,259,83t 0 728,259,831 0

Meru
2,000,925,093 2,265,u2,69'l 1,845,545, I 78 419,567,513 1,193,635,7t6 148,5 I 8,534 1,942,154,250 st,909,462

Migori 290,942,340 1,275,250,208 1,007,373,410 26't,876,?98 750, I 78,806 202,231,030 952,409,836 257,194,604
Mombasa 3,705,503,765 5,347,186,393 3,545,800,427 1,801,985,966 1,962,722,1t6 0 1,962,722,t16 1,583.078.3 I 1

Murang'a 469,48s,623 2,038,04'1,918 1,53 1.778.008 506,269,910 1,53 1,778,008 388,780,0 l9 r,920,558.027 0

Nairobi City 64,802,987,771 23,139,794,063 il,'183,829,072 I t,355,964,991 5,',766,868,'120 146,440,6'76 5,913,309,396 6,016,960.3s2
Nakuru

2,379,815,709 2,504,561,905 420,t64,604 2,084,39230 I 393,978,523 0 393,978,523 26,186,081
Nandi

1,394,228,985 t,447,847,605 942,307,841 505,s39,764 942,307,E41 0 942,307,841 0
Narok

1,725,444,405 2,056,439,795 1,980,736,070 75,703,125 1,754,79t,016 21,609,0'16 1,?82,400,092 22s,945,054

Nyamim 1,349,s87,238 43s,328,993 275,698.127 r59.630.865 27s,698,127 36,301,873 312,000,000 0

Nyardarua 906,921,152 I,138, r59,128 297,078,779 84 1,080,349 29'.1,078,779 317,016.227 6r 4,095,006 0

Nyeri 1,411,372,489 360,535.590 152,196,769 208,338,821 1s2,196,'769 146,652,290 298.849.059 0
Samburu

792,663,564 846,492,795 762,579,174 83,913,62 I '1t4,37't,693 0 714,377,693 48,20t,481
Siaya

614,s07,285 709,7'70,23E 63'1,3t0,697 72,459,541 527,943,130 0 527,943,130 109,367,567
Taib/Taveta 239,653,602 451,282,264 390,269,1t2 61,013,ts2 390,269,1t2 0 390,269,fiz 0

Tala fuver 946,O29,550 1202,6793a6 507,082,631 695,s96,755 507,08a63r 0 507,082,63I 0
Tharaka

260,776,492 1,112,6s2-892 701,E71,919 410,780,973 682,723,937 0 682,223,937 19,647,982

Trans Nzoia 78t,57\410 1,079,983,912 666,M7,6t4 413,936,298 659,157,t24 0 659,t57,124 6,890,490

633,660,494 s,6@29s,7s7 1,815,400,453 3,843,895,304 t,570,376,862 2,699,226,332 4,269,603,194 246,923,591
Gishu 3t9,347,197 366,3U,594 76,566,231 289,818,363 60,435,232 207,973,124 26ry'o8,3s6 16,t30,999

Vihiga 1,rE4,8I0,000 \037,052,29r 1,151,148,52 885,903,769 729,179,?06 156,175,561 8t5,355,267 421,968,816

Wajir 7,619,575,06t 2,357,t71,365 \039,742,167 3t7,429,t98 \039,742.t67 65,740,429 2,105,482,596 0
West Pokot

113,054,409 t,725,540.240 483,053,261 1,242,486,979 3U,982,834 637,341,945 1,022,324,779 98,070,427

Total 10E,,997,374,724 8E,985,930,500 51,284,E30,12S 37,7O1,10[,,375 40,493,770,70t 6,6t1,021,143 47,371,791,844 t0,79t,0s9A24
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compliance with the PFMA 2012 to avoid inconveniencing exiting employees of

County Govenirnents and the corurected entities when accessing their benefits.

4.4 Division of Revenue between the National and County

Governments

4.4.1 Performance of Shareable Revenue

236. Ordinary revenue collected in FY 2O2Ol2l was Ksh 1,562 billion against a

target of Ksh t,SSO Uilhon. This represents a shortfall of Ksh 294blllion as shown

in [Figrr. l.Sj. ft is evident that over the years, the ordinary revenue has been

,*d.r{..torming resulting in revenue shortfalls that calls for fiscal consolidation

by Uoitr levels of gor.*-ent. For FY 2o2tl22 and FY 2022123, ordinary revenues

are projected at Ksh !,775.6 billion and Ksh 2,141.6 billion respectively'

Figure 4.5: Estimates of ordinary Revenue vs. Actual Revenue (Kq.! tlillion)
1.aa 1-85

1.34

1.56

L.37

2OL7/la

rOrdinary Rev {DORA}

L.77

1--57
1q

2O7A/A9 20L9/20

r Actua/Prel. Estimates of Ord- Rev-

1.56

2A2O/21

1.31

2O76/77

Source of Data: National Treasury

4.4.zDiision of Revenue for FY 2022123

237. Based on a revenue projection of Ksh 2,147.6 billion in FY 2022123,Ksh

I,764.5 billion has been allocated to National Government, Ksh 370.0 billion to

County Governments as equitable revenue shares and Ksh 7.1 billion to the

Equalization Fund. The retention in county Governments' equitablb revenue share

at Ksh 370.0 billion as in FY 2021122 is infonned by the following prevailing

circumstances:

a) the budget for FY 2022123 is fomrulated at a time of COVID-l9 which has

affected revenue mobilization and brought with it significant uncertainty in

revenue performance. With this environment, it would be unrealistic to raise

county equitable share taking into account the fact that unlike the National

Govenrment's allocations that are reviewed downwards when projected

revenues are not realtzed, allocations and transfers to County Goven:ments as

equitable share are guaranteed under Article 219 of the Constitufion;

60!
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b) the Govenrment is implementing a fiscal consolidation plan, which is expected

to be shared by the two levels of govemment, so as to lower the fiscal deficit
and slow down debt accumulation. To reflect ftis fiscal tightening, the National
Government recurrent ceiling glowth has been restricted, declining from a
growth of 10.3 percent in FY 2017ll8 to I .2 percent in FY 2022123. The fact
that the growth in recurrent ceiling is below growth in wages, implies that the
National Goverament is reducing its operation budget significantlyl and

c) the Consolidated Fund Services (CFS) budget for FY 2022123 has been revised
upwards by Ksh 46.9 billion and therefore in order to retain the deficit at the
2021 BPS level, the National Govemment ceiling has already been revised
downwards by Ksh i5.0 billion rvhile rnaintaining the county equitable share
at the same level. However, to accommodate higher interest payments and
allow for additional support to some state-owned enterprises facing financial
difficulties, the deficit has been eased slightly from 5.7 percent of GDp in202t
BPS to 6.0 percent of GDP in2022BpS.

238. Based on the proposal on the division of revenue, County Governments
will therefore receive a total of Ksh 370.0 billion in FY 2022/23 as equitable share
of revenue raised nationally (T*le 4.2).

Table 4.2: Coun Governments'E ble Revenue Share

Source of Data: Notional Treasury

239. In addition to their proposed equitable share of revenue, county
Govemments will receive the following additional conditional allocations:

t From the National Goven:ments' equitable revenue share, conditional
allocations amounting to Ksh 5.7 bilfion for leasing of medical equipment
and construction of County headquarters (Table 4.3);

o Equalization Fund to the marginalized areas amounting to Ksh 7.1 billion;
and

. Ksh 31.4 billion from proceeds of extemal loans and grants.

61 I

Budget item 2018n9 2019t20 2020t21 202U22 2022t23

Baseline 302.000 314,000 3r6.500 316,500 370.000

I 12-000 2.500 36.100

2. Revenue share (RMLF, kttel-S Hospital Groi,
Compensation for foregone wer fees mtd Rehabilitation

t7.400

rcvetrue sharc allocation 314.000 316,500 316,500 370,000 370,000
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T'able 4.3: Division of lReveuue lRaisecl Nationally fon' tr{Ys 2Al9D0 - 2022123

Million

240. Table 4.4 shows the disaggregation of total proposed transfers to the

Counties.

Table 4.4: of Coun Governments' Allocation Million

4.5 Horizontal Allocation of Revenue among the County
Governments FY 2022123

241. Horizontal allocation of revenue among the County Govemments for FY
2022123 is based on the Thfud Basis, which was considered and approved by

Parliament in Septemb er, 2020- The third basis takes into account the following
parameters: Population (18 percent); Health Index (17 percent); Agriculture Index
(10 percent); Urban lndex (5 percent); Poverly lndex (14 percent); Land Area

fra"" (8 percent); Roads Index (8 percent); and Basic Share Index (20 percent).

242. The Third Basis for revenue sharing has a baseline allocation to each

county equivalent to 50 percent of a county's actual allocation for FY 2019120-

Based on an allocation of Ksh 370.0 billion for FY 2022123, Ksh 158.3 billion is

therefore shared based on the FY 2019120 county allocation index and the balance

of Ksh 211.8 billion shared using the approved Third Basis. The County

Governments equitable shares for FY 2022123 are as shown in Table 4.5.

62il

2022t232A$DA 2020121 2021122Tvpe/Level of allocation
1.764.5161.s33,700 I,398,7991,554,916National Governrnent

lticlt
5.2006.205 6.205 7.205Aledical

454300 300
Supplenrcnt for constntctiotx of Cow't4'

Headquarters
7.0686.5 00 6,82s5,760Eaualization Fwtd

3 70.000 3 70,0003 16.500 3i6,500shareCo
2,14 1,5851,856,700 1,775,5871,877,176Total Shareable revenue

202212320$nl 2020121 20nn1201 8/19Iwe/level of allocrtion

370,0003 I 6,500 3 i 6,500 370,0003 14,000Countyequitable share

Addihnal cnnditional alhcations, of u,hich:

5,2006,205 6,205 1,2059,400Leasnrg of mednal equrpment

454300 300
at4))/605Supplement I or nnsfi'uction of counQ headquart u s

31,38239,090 30,204 32,31433,242,4llo catrons t'r oru lo ans and g ant s

407,036369,868 409,87131/2,1/41,9
y8,305

Iotal County Allocations
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4.6 Intergovernmental F isaal T'ransfers

243. Arlicle 202 (2) of the Constitution provides that County Govemments may

be given additional allocations fi'om the National Govenrment's share of Levenue,

eifir conditionally or unconditionally. Management of intergovenrmental fiscal

transfers is provided in the PFMA 2012, its Regulations and National Treasury

Circular-No. S of 2011 on "Guidelines for the Management of Intergovernmental

Fiscal Transfers in Kenya". To ensure efficiency, accountability and impact of
programs and services fuirded through grants, all grants to counties shall be

cooidinated by the line ministries. The rninistries are responsible for development

of grant frameworks and conditions to be met by counties. The Accounting

Officers in the respective ministries have the sole autholity for the approval of
funds, review urd upproral of financial and non-financial leports prior to
submission to the National Treasury.

4.6.1 Conditional Grants

244. In FY 2022123,the National Tleasury proposes to allocate Ksh 37.0 billion

as additional allocations to County Governments. This comprises additional

conditional allocations from the National Government share of revenue in line with

Article ZO2 (2) and conditional allocation from proceeds of external loans and

grants. ttie aaditional conditional allocations are meant to support specific national

policy objectives to be implemented by County Governments'

245. The conditional grants were previously allocated through Division of
Revenue Act and administered pursuant to provisions of Regulation 129- 1 3 5 of the

Public Finance Management Q.{ational Government) Regulations, 2015 and the

Treasury Circular No. 8 of 2017 .

246. However, the High Court Ruling on PetitionNo. 252 of 2016 in December,

2020 drected that the conditional or non-conditional allocations are not items to

be provided for in the DoRA and consequenfly the Senate approved the Divfs.t-o-n

of 
'Reverue Bill @oRB), 2O2l wtthout the conditional grants for FY 2027122.

Subsequently, the DoRB, 2022 shall not contain the proposed additional

conditional allocations to counties.

247. The Court also directed the development of an alternative mechanism for

disbursement of conditional grants to counties. In this regard, the Senate developed

the County Govemments Grants Blll,202l which has been passed by the ["ryre
and is currently before the National Assembly for their consideration- The Bill is
expected to provide mechanisms for disbursing, accounting and oversight for the

additional conditional allocations to counties going forward.

248. The proposed additional conditional allocations shall be disbursed to

counties Uasia on the objectives, criteria for selecting beneficiary counties and

distribution mechanisms detemrined in the Project Appraisal Documents and
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respective financing agreements behveen the National Treasury and developnlent
partners.

4.6.2 Equalisation Fu nd

249. The Equalisation Fund is established under Article 204 of the Constitution
with an allocation of one-half percent of all revenue collected by the National
Govemment each year on the basis of most recently audited accounts of revenue
received as approved by the National Assembly. The Frurd was operationalised
using guidelineson administration of Equalisation Fund published in gazette notice
No. 17ll of 13th March 2015. However, the High Court ruling on petition No.
27212016 on 5th November, 2019 quashed the guidelines. This in effect disbanded
the Equalisation Fund Advisory Board (EFAB) and stopped any firther
expenditures from the Equalisation Fund.

250. The National Treasury was directed to develop a statutory instrument on
the administration of the Equalisation Fund and it is on this basis that a multi-
agency committee comprising of representatives from National Treasury, National
Assembly, Senate, council of Govemors (coG), cRA and CoB was put in place
to develop a new Equalisation Fund statutory instrument. This team developed the
PFM @qualisation Fund Administration) Regulations202I which were approved
by Parliament in October 2021.

251. The Regulations provide for: (i) guidance on the administration and
management of the Equalisation Fund; (ii) the completion of ongoing projects
under the first policy; and (iii) implementation of new projects under the selond
policy and subsequent policies.

252. The National Treasury is in the process of constituting the Equalisation
Fund Advisory Board. Accordingly, the National Treasury has requested for
nominations for appoinfinent to the Board from the CoG, the Senate and the
National Assembly, in accordance with Regulations 4 and 5 of the pFM
(Equalisation Fund Administration) Regulations 2021. Further, the National
Treasury is in consultation with the State Deparhent for Pubtic Service on
development of a Human Resource Instrument that will forrn the basis for terrns of
service for the Board and the Secretariat of the Fund.

253. The appointuent of the Board and establishment of a Secretariat will
operationalizethe Fund and ensure completion of projects as identified by the first
poficy and the implementation of prograrnmes in the second and subsequent
policies. The Board will also oversee the preparation of operational guidelines,
strengthening of public participation, deliberately targeting minorities within
margtnalized areas and efficient utilization of firnds.

4.7 Emerging Issues and Policy Interyentions

4.7.1 Transfer of Functions and Cooperation between National and
County Governments

254. Articles 187 and 189 of the Constitution provides for the transfer of
functions and powers between levels of Govenrment as well as cooperation
between the National and County Govemments. To operationalize these
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p1ovisiorls, Parliament enacted the intergovenmental Relations Act (IGRA),201,2

to establish a fi'amework fol coirsultation and coopelation betrveen the National

a1d County Govenlnents and amongst County Govemrnents. The IGRA also

provides the mechanisms fol the resolution of intergovetnrnental disputes pursuant

to Arlicles 6 and 189 of the constitution, and for comected purposes.

255. Pursuant to Article 187 of the Constitution as read together with Section 26

of tlre IGRA, 2012, the Nairobi City County Government Q'JCCG) on 25tr'

February, 2020, transfened four of its fuirctions to the National Government. The

transfer was legally effected tluough a mutual Deed Agreement vide Gazette

Notice No. 1609. The National Treasury was mandated in the Deed of Transfer as

u,ell as in the Addendum to the Deed of Transfer to develop an appropriate

frarnework to ensule that the resources necessary fol the perfonnance of the

transferred functions are transferred from NCCG to the National Govemment.

256. However, during implementation ofthe Deed of Transfer of fuirctions from

the NCCG to the National Governrnent, it emerged that PFMA 2012 and IGRA

2012 do not provide for a f,rnancing fi'amework for transferred functions. In view

of the identified gaps, the National Treasury has constituted an Inter-Agency

Taskforce to develop a legislation for operationalization of Articles 187 and 189.

In addition, the National Treasury in collaboration with other stakeholders will
develop the relevant policy to anchor the legislation.

257. Once the new legislation is in place, it will facilitate the financing of
transferred functions and cooperation between the two levels of governments. It
will also provide for cooperation among counties that intend to implement inter-

county projects.

4.7.2 Anatysis of County Governments Fiscal Documents

258. The National Government has the responsibility to enhance county

capacities. In this regard, the National Treasury is analyzing fiscal documents from

the County Governments to identify their taining needs. This analysis entails

assessing the quality of the fiscal documents, their compliance with the

requirements in the PFMA 2Tl2,their correctness, relevance and alignment to the

naiional and county policies. The training needs analysis will inform capacity

building progmrnmes for the counties.

4.7.3 Coanty Governments own source Revenue Potential

259. CRA in collaboration with the National Treasury and Planning, County

Governments, and other stakeholders are currently undertaking a comprehensive

Corinty OSR Potential and Tax Gap Study. The main objective of the study is to

produce robust and reliable estimates on County Governments revenue potentials.

1t " revenue potential wilt guide future decision making by the County

Governments on where to put more effiort in a bid to enhance their OSR.

4,7 .4 lntegrated County Governments Revenue Management System

260. County Governments continue to use unintegrated revenue management

systems with high administrative costs and revenue leakages. The National

Treasury and Planning constituted a Multi-Agency taskforce to evaluate and

recommend a single integrated revenue management system for County

,1
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Govenments in line rvith the Presidential directive of February 2019. The
Taskforce has identified and prepared a report on viable integiated revenue
management systems for consideration by the Steering committee.

4.7.5 Sharing of Mineral Royalty Revenue with county Governments
and Communities

261. Following the Presidential directive on sharing of mineral royalty revenues
amongst the National Govemment, beneficiary counties and cornmunities, the
National Treasury put in place a taskforce constituting representatives frorn: theNational Treasury; Ministry of petroleum *J Mining; Ministry of
Industrialization, Trade and Enterprise Development; cRA; state Law office; and
CoG. The Taskforce prepared a report which has been submitted to the Steering
Committee for consideration.

4.7.6 Capacity Building of Boards and Secretariat of the Urban Areas
and Cities

262. Section 12 of the Urban Areas and Cities Act, 2011 provides that the
management of a city and municipality shall be vested in the County Govemment
and administered on its behatf by a board. A number of County Govemments have
constituted the Boards and established Secretariats. In a bid to ensure that these
boards and secretariats are managed in accordance with the law, the National
Govemment endeavors to develop their capacity on prudent financii management.

4.7.7 Delineation of Disaster Management Function
263- The Inter-Governmental Relations Technical Committee (IGRTC) through
a Legal Notice No. 86 of 2"d March 2027, delineated the disaster management
function between the National Government and county GovemmenJ. The
delineation was guided by the National Disaster Risk Management policy. The
Legal Notice provides that disaster occrurence and effects are sector specific and
that the responsibility fol managing sector related disaster is guidied by the
fi.urctional assignment of both levels of govemment as specified in the Fourth
Schedule to the Constitution.

4.7.8 rmplementation of the Transfer of the Library tr'unction
264. IGRTC in consultation with sector stakeholders finalized the modalities to
transfer the library function to the County Govenrments. The Legal Notice No. 142
of August 2019 delineated the functions and dishibution of S9 libraries across 33
counties with effect from l't July 2020. This has not materialized. since the
attendant resources were not provided for in the financial year 2OzOl2l.In this
regard, the Ministry of Culture and Heritage should prioritize resources for the
transferred firnction to be channeled to the respective County Governments as a
conditional grant for the management of the devolved libiary firnction in Fy
2022/23.

4.7.9 Hosting of the 9th Edition of Africities conferetrce in2022
265. The 9e Edition of the Africities Conference will be held in May 2022 n
Kisumu City. This is a Pan-African event that is held every three years in one of
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the five regions of Africa. As per the rotationai calendar, it is the opportunity for
East Africa to host the 9a' Edition of Africities.
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ANNEX 1: ADHEREI{CB TO FISCAL RESPONSIBILITY
PRTNCIPLES

1. In line with the Constitution, the Public Finance Management (PFM) Act,2012,
the PFM National Government Regulations, 2015 and in keeping with prudent and
transparent management of public resources, the Government has adhered to the
fiscal responsibility principles as set out in the statute as follows:

a) A minimum of 30 percent of the national government's budget allocated
to the development expenditure over the medium term.

Consistent with the requirements of the law, the National Govenrment's allocation
to development expenditures has been above the 30 percent of its Ministerial
expenditures. In the FY 2020121, development expenditures as a total expenditure
was 33.0 percent meeting the set threshold. In the fiscal outlays presented in this
BPS, the National Government continues to observe this requirernent. The
allocation to development expenditures is projected to increase to 36.0 percent in
the FY 2022123 and remain above the recommended threshold over the medium
term as shown in Table I and Figure 1.

Table l: Performance of Fiscal Responsibility indicators

Source: The National Treasury
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IJigure 1: Developmrem',u Expemelifures as a Fercent of Total Nationan

Goven"nment Budget
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b) The National Government's expenditure on wages and benefits for its

employees not to exceed 35 percent of the national government equitable

share of the revenue.

The law requires that the National Government's expenditure on the compensation

of employees (including benefits and allowances) shall not exceed 35 percent of

the National Govemmelnt's equitable share of the revenue raised nationally plus

other revenues generated by the National Govemment pursuart to Article 209 (4)

of the Constitution. In conformity to this regulation, the National Government

share of wages and benefits to revenues was 34.3 pelcent in the FY 2020121, and

is projectedio decline to 31.1 percent inthe FY 2021122, and further to23 '3 percent

by FY 2024125 (Figure 2).
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c) Over the medium term, the National Government's borrowings shall be

used only for the purpose of financing development expenditure and not
for recurrent expenditure.

The Govenrment is comrnitted and continues to adhere to the principle as per the
PFM Act section 15(2) (c) which requires that national goverrulent's bonowed
resources be used only for purposes of financing developrnent and not for-recwrent
expenditure. In the FY 2020121, a totar of Ksh 553.9 billion was spent on
development expenditure. In the FY 2021122, this amount is projected to increase
to Ksh 667.7 billion and fuither increase to Ksh 962.8 billion over the mediurn
tenn.

d) Public debt and obligations shall be maintained at a sustainable level as
approved by Parliament for National Government

The PFM Act also requires that public debt and obligations remain at sustainable
levels- The Government is committed to adhering to this at all times by complying
with the set debt ceiling of Ksh 9.0 trillion ur r.iby Parliament Further borrowing
is carried out within the context of the Medium-Term Debt Strategy (MTDs)
approved by Parliament.

e) Fiscal risks shall be managed prudently

Kenya's risk remains high in the context of the ongoing global COVID-19 shock.
However, the impact of the pandemic on the 

"rorro*y 
is expected to ease with the

global and domestic vaccinations efforts. In addition, the Government will
continue with the fiscal consolidation prograrnme which is expected to reduce debt
vulnerabilities and ensure a stronger debt sustainability position going forward. To
manage fiscal risks prudently as required, the Government Las 

-improved 
its

macroeconomic forecasts and regularly reviews the impact of macr6economic
projections and their implications on the budget. Potentiaifiscal risks arising from
contingent liabilities, including from Public Private Partnership projects iror,g
others are taken into account and a contingency provision made to cushion the
economy from unforeseeable shocks.

D A reasonable degree of predictability with respect to the level of tax rates
and tax bases shall be maintained, taking into account any tax reforms
that may be made in the future

On the principle of maintaining a reasonable degree of predictability with respect
to the level of tax rates and tax bases, the Govemment is in the process of
developing National Tax Policy to ensure certainty in taxation. Firther, the
Government continues to carry out tax reforms through modernizing and
simplifuing tax laws in order to lock in predictability and enhance 

"offi*""with;n the tax system.

The Government is in the process of developing a Medium-Tenn Revenue Strategy
(MTRS) that outlines the tax policy measures and strategies for sustainably raisiig
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revenues over the medium term that will ensure certainty continues to maintain tax

rates at stable levels tluough valious policy documents.

The Government will continue to rnaintain stable tax rates and build confidence in
flre Kenyan tax system, enhance compliance and improve predictability while
improving tax administration. The Govemment will also use tax poiicy initiatives

to address areas where the tax base has been eroded, to strengthen revenue

mobilization.
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ANNEX 2: STATEMENT OF SPECIFIC FISCAI, RISKS

Introduction

1. Kenya's ecouotnic grou,th has remained strong and resilient amidst emerging
global challenges, unfavourable weather conditions and elevated public
expenditure pressures coupled by revenue underperfonnance. However, the
economy is prone to both domestic and external shocks. For prudent management
of risks, the PFM Act, 2012 requires the preparation of a "statement of Fiscal
Risks.

2. This section provides an assessment of fiscal risks that the Kenyan economy
is exposed to that may affect the achievernent of the macroeconomic targets and
objectives detailed in this BPS. The fiscal risks arise from assumptions that
underlie fiscal projections, the dynarnics of public debt, and operations of state
corporations, contingent liabilities, financial sector vulnerabilities and natural
risks. Emergence of these risks could make it difficult for the Government to
actualize and sustain macroeconomic policies detailed in this BPS. Thus, this
section also details the measures flrat the Government is implementing to mitigate
such risks.

Risk in Changes in Macroeconomic Assumptions

3. Macroeconomic variables play a key role in the formulation of the budget.
Kenya's economy contracted by 0.3 percent n 2020 on account of COVID-l9
pandemic and is expected to rebound to 6.0 percent in 2021. ln terms of fiscal
years, economic growth slowed to 2.9 percent in the FY 2020121. The economy is
expected to pick up to a growth of 5.9 percent in FY 2021122,5.8 percent in FY
2022123 and 6.1 percent in FY 2025l26.Inflation rate is expected to remain within
the Govenrment target range. The Kenyan economy is expected to remain
competitive in the external market with the exchange rate again5t major currencies
remaining stable even amid COVID-19 pandemic. Due to the uncertainties in the
economy since the onset of the pandemic, and having the year 2022 an election
year, the unexpected changes in these outcomes may pose risks to both revenue
and expenditure projected as projected. Table 1 sunmarizes the likely impact of
changes in the 2022 outcomes on the fiscal projections

Table 1: Fiscal Sensitivity to Key Macroeconomic Variables, FY 2022123 -
2025t26 billion

Source of Data: National Treasury
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4. Stress test (Table L) shorvs that if the projected reai GDP grow1h rn2022was

to reduce by one percent (from 5.8 percent to 4.8 percent), revenues would decline

by 9.2 billion mole than the decline in expenditure by Ksli 5.6 billion resulting to

arr increase in fiscal deficit of 3.5 billion iri FY 2022123. Going forward, this shock

would result to a decline in revenues and expenditures of Ksh 10.2 billion and Ksh

6.3 billion in FY 2023124, Ksh l 1.3 billion and Ksh 7.0 billion in FY 2024125 and

Ksh 12.5 billion and Ksh 7.0 billion in FY 2025126,respectively. The fiscal deficit

would worsen as we move from FY 2022123 towards FY 2025126

5. A slrock of a one percent increase in the proj ected inflation rate for 2022, ftom

5 percent to 6 percent, would result in an increase in revenues and expenditures by

fsh q.Z billion and Ksh 6.1 billion respectively in FY 2022123, reducing the

projected fiscal deficit by 3.2 percent. Revenues and expenditures would aso

ir,.i"ur. by Ksh 10.3 billion and Ksh 6.8 billion in FY 2023124, Ksh l I '4 billion

and Ksh 7.5 billion in FY 2024125 and Ksh 12.7 billion and Ksh 7.5 billion in FY

2125l26,respectively. This would f,nther decline the fiscal deficit by 4.0 percent

in FY 2025126

6. A 10 percent depreciation of the Kenya shilling to the dollar would increase

revenues and expenditures by Ksh 16.4 billion and Ksh 3.8 billion respectively in

FY 2022123 thereby reducing the projected fiscal deficit by 12.7 billion'

Subsequently in FY 2023124, FY 2024125 and FY 2025126 revenues would

increase by ksh 18.2 billion, Ksh 20.1 billion and Ksh 22.3 blllion respectively

while expenditures would increase by Ksh 4.3 billion, Ksh 4.9 billion and Ksh 4.9

billion respectively. Fiscal deficit would reduce by Ksh 13.9 billion, Ksh 15'2

bitlion and Ksh 14.1 billion over the same period.

7. A shock of 10 percent increase in the value of imported goods would increase

revenues by Ksh 9.4 billion in FY 2022123, and a decline of Ksh 0.7 billion, Ksh

0.8 billion and Ksh 0.9 billion in FY 2023124, FY 2024125 and FY 2025126

respectively. The shock would not significantly affect expenditures in the outer

years.

8. Overall, if all the four shocks were to hit the economy concurrently, revenues

would increase by Ksh 26.8 biltion, Ksh 17.5 biltion, Ksh 19.3 billion and Ksh

21.4 billion rrFY 2022123,FY 2023124,FY 2024125 andFY 2025126 respectively.

On the other hand, expenditure would increase by Ksh 4.2 billion, Ksh 4.8 billion,

Ksh 5.4 billion and Ksh 5.4 billion over the same period. The combined shocks

reduces the fiscal deficit more in the FY 2022123 and dissipates progressively over

the medium term. In this respect, on net basis, the fiscal deficit would decline of
Ksh 12.3 billion cumulatively over the medium term.

Assessment of Past Forecast Accuracy of Underlying Assumptions and

Budgetary Aggregates

g. Overall, the macroeconomic assumptions underlying the recent budgets and

actual budget outhrn have generally been below targetwith minimal deviations as

shown in Figure 1.
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1: Deviations in Macroeconomic and Fiscal

Source: National Treasury

10. Over the period 20171l8-2020l2l,the average deviation between the assumed
and provisional actual real GDP growth rates was -1.2 percentage point with a
standard deviation of 1.3 percentage point. With respect to inflation ussumptions,
the standard deviation was at 0.4 percentage point over the four years, *ith th.
largest deviation being recorded in FY 2020121at 0.8 percent. Despite the advent
of COVID-19 pandemic that has threatened the stability of the dornestic currency,
the Government has strived to promote a stable and competitive exchange rate to
support extemal trade. The Kenya Shilling to USD exchange rate was 107.6 in FY
2020121compared to 104.2 in FY 2019120.

11- The actual performance of fiscal aggregates againsl their targets was mainly
below target. Total revenue between FY 2017/18 and FY 2O2Ol2l fell short of its
target by un aYerage of Ksh 215.0 billion mainly on account of underperfonnance
in ordinary revenue which was below target by an average of Ksh 193.6 billion.
The average deviation of total expenditure and net lending between Fy 2017/IB
and FY 2020121 was an underspending of Ksh 160.9 billion. This shortfall was
mainly due to lower absorption in development expenditures by Ksh 99.7 billion.
12. The lower-than-projected spending on development expenditure poses a risk
to the fiscal progrrm, going forward. In order to prevent this risk from
materializing and improve effrciency of public investnents, the National Treasury
froze initiation of new capital projects until the completion of the ongoing ones.
The National Treasury has also established the Public Investrnent Management
Unit which is responsible for ensuring that all capital projects are planned,
appraised and evaluated before funds *" noAty 
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Table 2: Deviations in Macroeconomic and Fiscal A

Source: National Treasury

13. The outbreak and spread of the covlD-lg Pandemic and the ensuing

containment measures slowed the economic activities. As a result, real GDP was

at2.9 percent in FY 2O2Ol2l. The economy is projected to rebound to a growth of
5.9 peicent 116 9y111ll22witha 95 percent conlidence level ranging between 8.4

percent and 3.4 percent at 1.3 percent standard deviation. This will decline

marginally to a growft of 5.8 percent FY 2022123 and at a growth lange of around

8.3 
-percent *J g.: percent using the same standard deviation at 95 percent

confidence interval (Figure 2).

14. There is a 95 percent chance that the forecasted total revenue of Ksh 2,063.7

billion in Fy Z)2llzzwill be within the actual revenue range of Ksh 2,542.8 billion

and Ksh 1,583.4 billion and a 50 percent possibitity between Ksh2,229.5 billion

and Ksh t,8g6.7 billion with a standard deviation of Ksh 244.7 billion. The

projected revenue of 2,405.3 billion for FY 2022123 will fall at an actual range of
fstr ZggS.O billion and Ksh 1g25.6bi11ion at 95 percent con-fidence interval.

15. The forecasted expenditure of Ksh 3,154.3 billion in FY 202112022 has a 90

percent chance to rangl befween Ksh3,427.7 bitlion and Ksh 2,881.0 billion with

al66.2billion standard deviation. The expenditure is projected to increase further

in FY 2022123 at Ksh 3298.3 billion and to rangs between Ksh3623.9 and Ksh

2,972.6 billion at 95 percent confidence interval. The fiscal deficit at a standard

dlviation of 120.7 biliion, will therefore fall between Ksh 1,082.7 billion and Ksh

609.5 bitlion in FY 2022123 ata95 percent confidence interval.
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2: Confidence fntervals

Total revenue(exc Grants)
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SPECIFIC F'ISCAL RISKS

16. This section covers specific fiscal risk that Kenya faces and elevates the
importance of effective risk management. The specific fiscal risks include:

a) Fiscal fusks Associated with public Debt;
b) Crystallization of Contingenr Liabilities;
c) Fiscal Risks Related to Devolution; and
d) Other fiscal risks.

a) Fiscal Risk Associated with Public Debt

17. High debt service levels associated with past high fiscal deficits expose the
fiscal plan to risks arising from market shocks. Debt markets instability both
domestic and international may lead to increased cost of debt through eievated
interest rates. To cushion the country against the downside risks emaiating from
the global sphere, the Govemment is deepening reforrns in the domesti*c debt
market to ensure a stable and strong financial system in Kenya capable of funding
a significant share of the fiscal deficit.

18. About 52 percent of Kenya's debt is held in foreign currencies and this poses
a fiscal risk in the event of depreciation of the Kenya shilling. Exchange rate
depreciation could lead to increase in debt service beyond what is budgeteJ for in
the Consolidated Fund Services (CFS). To ensure the stability ofthe exclrrge rate,
prudent macroeconomic management will be maintained.

19. To ensure Kenya's debt sustainability there is need for prudent
macroeconomic management including reduced fiscal deficits and edhanced
growth in. export tbrough product and process innovation. The ongoing fiscal
consolidation commitrnent by the Govenrment will reduce fiscal deficit ihereby
improving debt sustainability.
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b) Crystallization of Contingent n-iahilities

20. Contingent liabilities are potential liabilities that may occur depending ou the

outcorne oiuncertain future events. They are not reflected in the BPS financial

position, but are adequately disclosed. However, a contingent liability is only

iecor.ded in the hnancial statements if the contingency is probable and the amount

of the liability can reasonably be estirnated. Contingent liability can be explicit or

irnplicit. Explicit contingent liabilities are specific goverrlment obligations

established by law o1 a coltract authorized by larv. The govenrment is legally

mandated to settle such a1 obligation when it becomes due. On the other hand,

implicit contingent liabilities replesent a moral obligation or expected burden for

the govegrment not in the legal sense, but based on public expectations and

political intervention.

21. Contingent liabilities are frequently not recorded directly in the budget and

thus *. ,ot subjected to budgetary oversight. These could lead to poor

quantification of Contingent Liabilities and the possibility of large unplanned

&penditures if the guarantee crystallizes. The Govemment will monitor these

contingent liabilities io avoid fiscal difficulties in the budget year in the event they

materialize.

i. State Corporations/State Owned Enterprises (SOEs)

22. IJnder the State Corporations Act, State Corporations have legal capacity to

contract debts and other liabilities to finance their requirements. Approval to

procure such loans however, must be obtained from the Parent Ministry with the

"orrrr..rrrre 
of the National Treasury. Government Loans to State Corporations

are either d"irect or on-lent. Direct loans refer to loans that the Government lends

to State Corporations from exchequer resources while on-lent refer to those loans

that the government borrows on behalf of the SOEs

23. While Government has a stake in state owned enterprises and other

Government investrnents in public companies, its contractual obligations may be

limited. However, due to thastrategic nature of those state-owned enterprises and

public companies in view of the national interest and the overall impact of their

iuit*" to the economy, the Government may be morally obligated to bail out those

state-owned enterprises and public companies in financial distress. This may pose

serious fiscal risk and challenge to budget implementation as The National

Treasury has to provide budgetary resotuces to bail out these state-owned

enterprises and public companis5 in the course of the budget year. In FY 2021122

the Govemment is in the process of establishing a High-Level Fiscal Risk

Cornmittee (FRC) with a view of identifying, evaluating, and reporting and to a

deeper extent propose strategies of mitigating and tackling the same'

Governance

24- The Government has continued to strengthen corporate govemance of State

Corporations t}rough the Mwongozo guidelines and subsequent trainings in the

area of gor.-*"". Further, the Government recommended establishment and

7sI
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operationalization of audit comrnittees and risk management frameworks for-
Govemment entities including State Corporations. The Public Finalce
Management Act and the Public Audit Act were geared towards enhancing
effective financial management and oversight for efficient delivery of strategic
objectives by State Corporations. In addition, the Capital Market Authority issued
Regulations under the Capital Market Act (Cap 485) on code of governance
requirements to be observed by companies listed at the NSE. This *ill .rllr*..
accountability, transparency and full disclosure by Companies listed in NSE which
include Government-linked entities.

Restructuring of state corporutions/state owned Enterprises (soEs)

24. The presidential taskfolce constituted in2014 had restructuring and reforms
of State Corporations as one of its key recommendations. In line wiflr these
recofilmendations the process for merging of Industrial and Commercial
Development corporation (ICDC), Industrial Development Bank (IDB) Capital,
and Tourism Finance Corporation (TFC) is at an advanced stage. The merging of
ICDC, IDB and the TFC to create the Kenya Development Corporation witt
enhance capacity to meet the financing requirements of key sectors of the economy
at below commercial rates and long tenure debt financing.

25. The merging of Export Promotion Council and Brand Kenya was completed
n2018 to form the Kenya Export Promotion and Branding Agency (KEPROBA).
Further, merging of KEPROBA on one hand with Kenya lnvestment Authority,
Kenya Tourism Board (KTB) and Kenya Year Book on the other hand to form
Promotion Kenya Agency is at an advanced stage.

26. On pivatization, the Government Privatization Programme remains on
course. The Privatization objective aims at unlocking the potential of the identified
!"stitutions to capacity expension, modernization, performance and efgrciency
improvement, mobilization of private capital, improved competitiveness and
reduced reliance on public financing. Due to the challenges the privatization of
sugar companiss has faced over the years, a decision has been reached to proceed
withprivatizationof these companies by way of long-terrn lease model which will
transfer the Rights of Use (RO[J) of each factory to the lessor for development and
operation.

National Government Loans and Guarantees to state corporations

27. T\eNational Treasury has guaranteed anumbr. sf lsans to State Corporations
and Govemment linked Corporations mainly to undertake strategic projects and
investments. The total outstanding Government guaranteed debt-was ;gsh 157.2
billion in June, 2021 fromKsh 165.2 billion in June 2020. The decrease was mainly
due to repayment of the guaranteed loans by the SOEs.

Fiscol risk analysis of State Corporations

28. State Corporations can be a major source of fiscal risk to public finances if
they underperform financially. In FY 2021122 fiscal risk analysis was performed

7el
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on a sample of eighteen State Corporations. The leport identified and disclosed the

hscal risk exposure to Govemment arising from these State Corporations.

29. In the eighteen rnajor state corporations, detailed financial evaluations and the

assessment highlighted a number of fiscal risks that could rnaterialize. These stem

plimarily frorn liquidity challenges resulting fiom unfavorable revenue and

economic perfonnance. They also reflected a high liquidity risk demonstrated by
their quick ratios being less than one implying theil inability to service short term

obligations when they fall due. Subsequently, 14 SCs were found to have

accumulated sizable alrears. These SCs were chosen, given their size and strategic

irnportance to the economy and society, thus holding a liigh irnplicit risk to
government in that many of thern are too strategic to fail.

30. A summary of their financial statistics in Table 3 below estimates a maximum
fiscal exposure of Ksh 1.3 trillion, which equates to 13.6 percent of GDP. This

creates a high degree of fiscal risk for Governrnent through potentially stepping in
for the repayment of on lent loans (Ksh 664 billion.), potential bailouts for
guaranteed and non-guaranteed commercial loans (Ksh 343 billion.), other

contingent liabilities such as pending court cases (Ksh 109 billion) and potential

liquidity injections for the clearance of arrears (Ksh 211 billion).

Table 3: Summ of Fiscal Risks Associated to State tions

Source: The Nattonal Treasury

31. The evaluation further assessed agencies projected cash flows for the period

FY 202112022 -202412025 and contingent liabilities which may crystalize to the

National Budget. It was deduced that the estimated liquidity gap over the next five
year period is Ksh 382 billion taking cognizant of the effects of COVID -19

pandemic and that no further budgetary support nor borrowing will be availed.

32. Debt stricken state corporations constitute a potential source of fiscal risk.

However, the govemment is cautious in issuance of guarantees and other support

measures to state corporations upon such requests. However, as the principal ov\ner

of all State Corporations the Government is the natural underwriter of that the risks

they face.

80[

Ksh millious
Arrears Quick

ratlo
Guaranteed
Debt

Commercial
debt (non-

suaranteed)

Contingent
liabilities

Group Operatiag
profit/loss

On ]ent
loans

55,340 3,200 1.s495,809 96,343 42,703Profitable
Stategic

30,683

132,500 0.5651,900 53,800 7,100Unprofitable
Stateeic

-12,356 543,000

42,694 33,800 0.32-5,250 0 91,500 I 720Marginal
Statesic Role

0.774.847 3.418 47,523-5.276 25,23t 0Service Provider
103.070 108,552 211,0237.E01 664.040 239,743Total

1.1 aa 0.86.8 2.5 1.1Percent of GDP 0.1
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ii. Public Private Partnerships (PPP) Projects

33. The Govemment enacted the Public Private Partnerships (PPPs) Act in 2013
to prioritize PPPs as a mechanisrn to address major infrastructure funding gap in a
time of constrained fiscal space, competing development pressures, particularly in
the social sectors, and rising public expenditure demands frorn the national and
devolved structure. Kenya has now gained traction with its PPP Programme, rvith
a total of 45 projects under implementation or in active operation (6 being roads
projects, totaling 639 km under the Roads Amuity and Tolling Programmes, and
39 electricity generation projects both renewable and thermal energy projects,
totaling 3,034 MW of installed capacity). To accelerate and sustain the pace of
inrplernentation of PPPs, Governrnent has in 2021 completely reviewed the legal
and institutional frarnework supporting PPPs through enacting a new
comprehensive and highly efficient PPP law, that strengthens PPP institutions and
reduces implementation bureaucracy, improves governance, focuses execution
strategies, and promotes the framework for balancing risk with affordability and
value for money, while guaranteeing rapid service delivery through cutting down
execution timelines, and promoting local content for greater national value capture
in PPPs.

34. The new PPP Directorate will be at the centre of PPP prograrnme design and
implementation going forward, and will play a central role in public investment
programming and design, alongside the Public lnveshnent Management fi.rnction
at the National Treasury. This centralized coordination of all public investment
prograrnmes will directly contribute to budget efficiency while promoting private
sector participation in public service delivery.

Priority Sectors for PPP Projects in Kenya

35. As part of driving the economic recovery of the country and enhance
sustainable development, the Govemment has re-priontized the PPP project
pipeline. The key priority sectors now include Ports, Roads, Power Transmission,
Urban Development Resilience and Mobility, Health, Housing, Affordable Real
Estate, Water and Sanitation and the Blue Economy. The PPP targets to unlock at
least Ksh 350 billion in the next 12 months in new development capital for priority
projects in these sectors. Climate proofiag of the PPP projects portfolio is
additionally at the centre of PPP project design, with the view to promoting
govemment's commitment to environmental aud social sustainability.

Government Support Measures and Termination Termsfor PPP Projects

36. The Government has issued Government Support Measures (GSMs) to various
PPP projects, details of which GSMs are listed in the Table 4 below:

slil
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e) Fiscal Risks Related to Devolution

37. County Treasuries are required under Section 107 of the PFM, Act2012to
manage their public finairces in accordance with the principles of fiscal
responsibility. Among the fiscal responsibility principles set out in Section 107 (2)
is the requirement for the County Treasury to manage its fiscal risks prudently. A
number of fiscal risks that require pludence in its management by the County
Governments are as follows;

i. High expenditule on personnel emoluments contrary to Regulation 25 (1)
(b) ofthe Public Finance Management (County Govemrnents) Regulations,
2015 that sets the lirnit of the County Government's expenditure on wages
and benefits at 35 percent of the County's total revenue.

ii. Below target Own Source Revenue Collections that results to unfunded
budget deficits and accumulation of pending bills negatively affecting
service delivery to the citizens

iii. Corurty Govemments continue to report high levels of pending bills that
remain unpaid and have a negative impact on the business community as

well as the economy in general.

iv. Low actual development expenditure which is not in line with the County
Governments approved budgets and contrary to Section 107(2) (b) of the
Public Finance Management (PFM) Act,2012, that provides that over the
medium term, a minimum of thirfy percent of the County Govemment
budget shall be spent on the development expenditure.

d) Other Fiscal Risks

i. Natural Disasters and Man-made Hazards

38. In the recent past, Kenya has been exposed to multiple disasters ranging from
floods, desert locust invasion, COVID-l9 and drought. The compounding efflects
of these disasters have had severe impact on lives, livelihoods and the economy.
While there exist several interventions to address these disasters, more needs to be
done to further strengthen the country's disaster risk management frameworks. The
Govemment will fast track the enactrrent of the Disaster Risk Management Policy
and Bill, and finalize the Disaster Risk Management Strategy, as critical tools for
disaster risk management in the county.

39. To increase the financial capacity for disaster preparedness, mitigation,
response and recovery, the Govemment will capitalize and operationalize the

e7l
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National Drought Ernergency Fund Q.JDEF), and fust tlack the finalization of the

Public Finance Management (Disaster Malagement Fund 2021) Regulations. The

Govemrnent will also revierv and update the Disaster Risk Financing Strategy in
order to further increase the ability of the National and County Govetrulents to
respond effectively to disasters, thereby protecting the developnr"ent goals, fiscal

stability and wellbeing of its citizens.

40. To enhance sectolal resilience. the Govemrnent will fast track the finalization
of tlre National Building Code that rvill incorporate Multi HazardResilient Design

Standards in ordel to secure the country's-built envirorunent. In addition, the

Governrnent will fast track the updating of the National Physical and Land Use

Planning Handbook to incorporate clirnate change adaptation, rnitigation and

disaster risk management. The Government will also fast track the development of
Ulban Resilience Strategies to en-hance city managernent. In addition, the

Government will continue to support crop ald livestock Insurance Programs, and

cash transfer Programs in order to protect crop and livestock farmers, and the

vulnerable communities against climate and disaster shocks.

4i. To further strength Disaster Risk Management capacity at the County Level,

the Govemment will upscale the development of County Emergency Operations

Plans and County Multi Hazard Risk Profiles in a phased manner to cover all the

47 Counties.

ii. Climate Change Related Fiscal Risks to the Economy

42. Climate change occasioned by increased human activities continues to cause

global warming that pose significant risks to Kenya's development goals. These

risks cause changes in precipitation pattems, rise in sea level, more intense and

frequent extreme weather events, and increased prevalence of catastrophic events,

such as prolonged droughts and flooding in many Counties as well as vector-bome

diseases and pests as wibressed by the invasion of desert locusts in the country and

Horn of Africa.

43. The twin globat challenges of COVID-l9 and climate change has increased

the debt burden and directly affected the fiscal capacities through their impact on

tax bases and spending programs and use of fiscal instruments to respond to climate

change related effects so as to limit the damage.

44. Inrecognition of the serious threats posed by climate change, the Govenment
will deliver on the climate agenda through a focus on interventions in the FY
2022123:

i. Implement the Kenya Financing Locally Led Climate Action Program

which aims to stengthen local communities' resilience to the impact of
climate change, natural hazards and other shocks;

ii. Development of a National Policy Framework on Green Fiscal Incentives

to guide and provide modalities for promoting private sector investment in
green projects and programmes;

iii. Tapping into green frnancing by issuing the fust Sovereign Green Bond to

finance green and climate related projects and programmes;

e8 I
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ir,. Development of a Long Terrn Stlategy for climate change;
v. Development of the 3rd National Climate Change Action Plan (2022-27);

and

vi. Review the National Policy on Climate Finance and develop the Clirnate
Finance Strategy.

45. To enhance environmental sustainability, the Government will continue to
implement the Green Economy Strategy. Notably, over the last tluee years, the
Governrnent in collaboration with key stakeholders locally and internationally has
been developing the green bonds market with a view to mobilize adequate
resources to support the implementation of climate and environmental actions in
the country. The Green Bonds Regulatory Framework, which includes Capital
Markets Authority's Policy Guidance Note for Issuance of Green Bonds, sets the
foundation for the development of a Gleen Bond Market for fmancing green
projects and programmes in Kenya. In addition, the National Treasury has
developed a Kenya Sovereign Green Bond Framework.

46. Further, in order to increase mobilization to finance climate from the Green
Climate Fund (GCF), the National Treasury in its role as the National Designated
Authority will spearhead an accelerated development of bankable funding
proposals and accreditation of entities.

iii. Evolving Acts of Terrorism (Violent Extremism)

47. Tenorism remains one of the biggest threats to our security and economic
growth and development not just in Keny4 but arorurd the World. Terrorists'
attacks lead to the destruction of property, closure of businesses, loss of lives,
reduced foreign and domestic investuent and increased government expenditure
to counter the same. Al-Shabaab terror group has been one of the main groups that
have consistently been a tlreat to our national security especially in areas such as
Mandera, Gariss4 Wajir and Lamu counties. Fire outbreaks that have constantly
evolved in the Gikomba market of Nairobi County have posed a threat to the
economic well-being ofthousands of self-employed traders. In the past decade, the
Gikomba market has reported cases of fire outbreaks that have ionstantly been
linked to arson attacks as opposed to natural occurrences. In 2021, the market
reported an incidence of the fire outbreak that saw the Govemment take initiatives
to prevent such occurrences. Some ofthe measures the Govemment is undertaking
to curb these incidences include the establishment of a call centre to collect
sufficient intelligence that will assist in apprehending the perpetrators of the act;
installation of high mast CCTV cameras for real-time surveillance in the market;
drilling of a borehole and provide a 100, 000-litre steel tank to provide running
water in case of fue emergencies.

48. Coing fonrvard, the Government will continue to immensely invest in the progressive
upgrading of security infrastructure, deployment of personnel, and improvement of
intelligence-gathering mechanisms in areas prone to terror attacks. The Government will
also pursue reforms that will enhance security and sustain a conducive environment that
will attract investors. These reforms include counter-terrorism strategies that involve
partnership between the public and the security agencies, enhance training in gathering
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and use of intelligence information, acquisition of modern security equipment and raising

awareness on terrorism.

iv. Technological Risk

49. Infonnation, Communication and Tecluology play a revolutionary role in
improving ways of doing business, expanding access to financial services as well
as playing a critical role in achieving "the Big Four" Agenda ald other priority
progralilnes as outlined in the Third Medium Tenl of the Vision 2030.

Technological advancement continues to evolve in the country especially in the

provision of essential services and financial sector where most of the transactions

are carried out on a digital platfom.

50. Tlre emergence of the COVID-l9 in 2020 and the resultant containment

rreasures have accelerated the use of technology in the country in the provision of
essential services. The drive towards digitization continues to thrive and the

Government has continued to put more focus on digitizing records and transactions

to enhance transparency in public serice delivery. The rollout of the e-citizen
platform has improved and made it easier to access Govemment services. Since its

launch, in August of 2014,350 government services have been migrated to the e-

Citizenplatform. Consequently, the platform has in 7 years since its inception,

served 2i7.2 mlllion unique customeri and has collected over Ksh 87.1 billibn in
revenues for the government. Other digital piatfonns created by the govemment

include IFMIS, GHRIS, IPPD, i-Tax and e-procurement portal.

51. However, with every technological and digital advancement, there is potential

security risk. Cybercriminals continue to take advantage of the high uptake and

usage of internet to lodge cyber-attacks. ln the quarter ending lwre 2021,
cybercrime rose by 37.8 percent to 38.7 million. Majority of these threats were

malware attacks which recorded the highest j,r-p of 6.9 percent to stand at 23

million. Given the importance of the ICT and the extensive application in service

delivery and business transactions, challenges such as cybercrime, fraud and

system breakdown continue to pose risks that deter the smooth operation of the

digital platforms and leads to loss in govemment revenue, data comrption and loss,

reduced customer deposits in the financial sector and loss of confidence in digital
processes by the public.

52. Ifr, order to mitigate against these threats, the Government through the Kenya

Computer Incidence Response Team together with other stakeholders is sensitizing

all users of digital platforms on the importance of enhancing cyber security. To

promote data security in the digital platforms, the Government developed a Data

Protection Act in 2019 and subsequently established the Office of the Data

Protection Commissioner. The commissioner is mandated to to establish the legal

and institutional mechanism to protect personal data and provide data subjects with
rights and remedies to protect illegal usage of their data.

53. The Govenrment has also developed policies and regulatory framework to

ensure that data protection is enhanced through the Central Bank of Kenya

amendment Act,202l,that gives CBK the power to suspend or revoke the licenses

of digital lenders that breach the conditions of the Data Protection Act or the

1oo I
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Consumer Protection Act. Furthel, the Governrnent has enhanced Goverrulent
Common Core Network (GCCN) security, deployed firewall at all the gateways,
and has implemented cyber security policies to secure the use of ICT in
government.

54. The use of technology in learning institutions has exposed childlen to a wealth
of benefits and opportunities, but also a host of risks including access to hannful
content, sexual exploitation, abuse and cyber bullying. To mitigate these risks, the
Government has launched the Child Online Protection (COP) Phase II awaleness
campaign to protect children and their digital footprint, and promote social
awareness on benefits and vulnerabilities in the cyber space.

v. Money Laundering

55. In compliance with the international standards on Anti-Money Laundering and
Combating the Financing of Terrorism (AML/CFT), Kenya is currently
undergoing the second mutual evaluation by the Eastem and Southem Africa Anti-
Money Laundering Group (ESAAMLG) from September 2021 to January 2022.
This evaluation will amongst others focus on; the effectiveness of the country's
AML/CFT framework, country's status on applying a risk-based approach in
addressing money laundering and terrorism financing (ML/TF), the risks posed by
financial inclusion products like M-Pesa and status on on-boarding the AML/CFT
responsibility on legal professionals.

56. Kenya was first evaluated on its AML/CFT regime in 2010, and the report
revealed signifi cant deficiencies, including non-designation of advocates, notaries
and other legal professionals as reporting entities under the Proceeds of Crime and
Anti-Money Laundering Act,2009 (POCAMLA). The Govemment is therefore in
the process of enacting the Proceeds of Crime and Anti-Money Laundering
(Amendment) Bill, 2021 arnong others, to provide a legal basis for designating
lawyers as reporting entities under POCAMLA.
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Annex Table 1: Macroeconomic Indicators

S ource : National Treas ury
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Annex Table 2: Government Fiscal O erations Ksh Billion
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Annex Table 3: Government Fiscal O tion Percent of GDP
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