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Foreword

The 2025 Budget Policy Statement (BPS), which is the third to be prepared under the Kenya
Kwanza Administration, highlights the progress made in the implementation of the strategic
interventions articulated in the Bottom-Up Economic Transformation Agenda (BETA) and
anchored on the Fourth Medium Term Plan of the Vision 2030. BETA is the Government’s
transformation agenda geared towards economic turnaround through a value chain approach.
BETA is about investing the limited capital available where it will create the most jobs at the
bottom of the pyramid. It is a commitment to invest in smallholder agriculture and the informal
sector and end socio-economic exclusion by levelling the playing field for all investors. Great
progress has been realized in the implementation of the core pillars and enablers of BETA over
the last two years. Going forward and over the medium term, the Government will consolidate
the gains realized under the BETA for inclusive green growth with a special focus on the
following six (6) objectives: bringing down the cost of living; eradicating hunger; creating jobs;
expanding the tax base; improving foreign exchange balances; and fostering inclusive growth.
Emphasis will be placed on promoting investment in BETA core pillars and enablers and
harnessing implementation of the targeted interventions through a value chain approach. The
value chain approach targets to enhance production, value addition and market access, and attract
local and foreign investments.

The 2025 BPS has been prepared against a backdrop of stable global and domestic economic
outlook. Global growth is projected at 3.2 percent in 2024 and 3.3 percent in 2025 from 3.3
percent in 2023. The outlook reflects economic recovery in China, Euro area and UK, despite a
slowdown in activity in the USA and Japan. On the domestic front, the Kenyan economy has
remained resilient despite the challenging domestic and external environment. The focused
interventions and structural reforms of the Government under BETA have stabilized the
economy and supported economic recovery to 5.6 percent in 2023 from 4.9 percent in 2022
following a strong rebound in agriculture after two years of severe drought. Additionally,
macroeconomic fundamentals have strongly rebounded and are projected to continue to
strengthen and remain stable. Economic growth is estimated to have slowed down to 4.6 percent
in 2024 from a growth of 5.6 percent in 2023 reflecting deceleration of economic activities in
the first three quarters of 2024 and the slowdown in private sector credit growth to key sectors
of the economy. Growth is expected to pick up to 5.3 percent in 2025 and retain the same
momentum over the medium term largely driven by: enhanced agricultural productivity; resilient
services sector, and ongoing implementation of priorities under BETA.

The Government'’s fiscal policy for the FY 2025/26 and over the medium-term places special
emphasis on fiscal consolidation to reduce public debt vulnerabilities while providing fiscal
space to deliver essential public goods and services. Fiscal consolidation will be supported by
concerted expenditure rationalization and revenue mobilization efforts. This will bring public
debt on downwards path consistent with Kenya’s debt anchor. To boost revenues, emphasis will
be placed on a combination of tax administrative and tax policy reforms that include:
strengthening tax administration for enhanced compliance through expansion of the tax base,
minimizing tax expenditures, leveraging on technology to revolutionize tax processes, sealing
revenue loopholes and enhancing the efficiency of tax system; and, focusing on non-tax revenues
that Ministries, Departments and Agencies can raise through the services they offer to the public.
The Government will also sustain efforts to strengthen accountability, transparency and a
revenue mobilization path guided by the Medium-Term Revenue Strategy — that makes tax
regime more efficient, equitable, and progressive. These deliberate efforts will be put in place to
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strike a right balance between the need to create a stronger and more reliable revenue stream and_
the need to protect the critical masses who have been grossly affected by the prevailing
macroeconomic shocks.

To strengthen expenditure control and improve efficiency and effectiveness in public spending,
the Government will: rationalize and reduce non-essential expenditure; roll out an end-to-end e-
procurement system to maximise value for money and increase transparency in procurement;
operationalize the Public Investment Management Information System to automate public
investment management process; revamp the public service pension administration through
digitization and re-engineering of the pension management system; and expedite governance
reforms targeting state corporations. To strengthen public finance management, the Government
will fast-track the process of transitioning from cash basis to accrual basis of accounting to
improve cash management and enhance financial and fiscal reporting; and entrench the adopted
Zero-Based Budgeting approach while finalizing the FY 2025/26 to re-orient the budgeting and
expenditure framework. The Government will also operationalize the Assets and Inventory
Management Modules in the IFMIS for all MDAs. This will enable the Government have full
visibility of all assets and inventory and facilitate optimal assets utilization and ensure idle and
unserviceable assets are disposed in conformity with the existing legal requirements. To crowd-
in the private sector in the provision of public services, the Government will scale up use of
Public Private Partnerships (PPP) framework for commercially viable projects. The Government
is also piloting a new Human Resource Management System which will be rolled out to all
National Government Ministries and Departments as well as all County Governments in order
to improve the management of the wage bill, including statutory payroll deductions.

In view of the constrained fiscal environment, prioritization during resource allocation will be
critical in ensuring low-priority expenditures are dropped or deferred to give way to high-priority
service-delivery programmes. Ministries, Departments and Agencies (MDAs) are therefore,
required to re-evaluate all the existing or planned activities, projects, and programmes to be
funded in the FY 2025/26 and medium-term budget. Sector Working Groups (SWGs) are
required to eliminate wasteful expenditures and pursue priorities which are aimed at
safeguarding livelihoods, creating jobs, reviving businesses and economic recovery. SWGs
should also ensure that all expenditure items in the FY 2025/26 Budget are justified and emphasis
is placed on allocating the limited resources based on programme efficiency and requirement
rather than incremental budgeting. The hard sector ceilings provided for the FY 2025/26 budget
and the Medium Term will form the basis of allocations.

HON. FCPA JOHN MBADI NG’ONGO, EGH
CABINET SECRETARY
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Acknowledgement

The 2025 Budget Policy Statement is prepared in compliance with the provisions of the Public
Finance Management Act, 2012. It outlines the strategic priorities of the Government, highlights
the current state of the economy, provides macro-fiscal outlook over the medium term together
with a summary of Government spending plans as a basis for the FY 2025/26. The publication
of the 2025 BPS aims to improve the public’s understanding of Kenya’s public finances and
guide public debate on economic and development matters.

The Government is keen on fostering prudent management of public resources in order to support
inclusive green growth and development. Budget implementation in the first quarter of the FY
2024/25 was impeded by: protests that led to a slowdown of economic activities; the withdrawal
of Finance Bill 2024 that was expected to raise an additional revenue amounting to Ksh 344.3
billion; and the implementation of the Collective Bargaining Agreements has continued to put
pressure on the expenditures. Revenue shortfalls and emerging expenditures pressures is
affecting our ability to execute the FY 2024/25 budget in a timely manner leading to cash flow
challenges and associated build-up in unpaid bills. To ensure seamless implementation of the FY
2024/25 budget and safeguard the fiscal consolidation plan, the fiscal framework for FY 2024/25
budget was revised downwards through the Supplementary Estimates No. I taking into account
the lower base effect following the preliminary actual outcome for FY 2023/24. Additionally,
while preparing this budget, all proposed Ministries, Departments and Agencies (MDAs) budgets
for FY 2025/26 have been scrutinized carefully to ensure quality and, alignment to the
Government’s Bottom - Up Economic Transformation Agenda as outlined in this BPS and the
Fourth Medium Term Plan and other strategic interventions of national interest.

The policy measures outlined in the 2025 BPS are expected to improve economy-wide
efficiencies, create an enabling environment that supports growth in businesses and investment,
reduce the cost of living as well as enhance the wellbeing of all Kenyans. The tight fiscal stance
is expected to reduce debt vulnerabilities through implementation of reforms to broaden the
domestic tax base and improve tax compliance. Expenditure rationalization will continue to
focus on enhanced efficiency of public investments, better targeting of subsidies and transfers,
addressing weakness in state corporations, and digital delivery of public services. Social safety
nets and fiscal risk management framework will be enhanced.

The completion of this policy statement was as a result of collective effort by various MDAs
who provided valuable information. We are grateful for their contributions. We are also grateful
for the inputs we received while preparing this document from the Macro Working Group;
stakeholders and the general public during the Public Sector Hearings from 20" to 22"
November, 2024. A dedicated team in the National Treasury spent substantial amount of time
putting together this BPS. We are particularly grateful to them for their tireless efforts and
dedication.

DR. S KIPTOO, CBS
PRINCIPAL SECRETARY/THE NATIONAL TREASURY
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About the Budget Policy Siatement

The Budget Policy Statement (BPS) is a Government policy document that sets out the broad -
strategic priorities and policy goals to guide the National Government and the County
Governments in preparing their budgets for the subsequent financial year and over the medium
term. In the document, adherence to the fiscal responsibility principles demonstrates prudent and
transparent management of public resources in line with the Constitution and the Public Finance
Management (PFM) Act, 2012.

Section 25 of the PFM Act, 2012, provides that the National Treasury shall prepare and submit
to the Cabinet the BPS for approval. Subsequently, the approved BPS is submitted to the
Parliament, by the 15" of February each year. Parliament shall, not later than 14 days after the
BPS is submitted, table and discuss a report containing its recommendations and pass a resolution
to adopt it with or without amendments. The Cabinet Secretary, the National Treasury and
Economic Planning shall take into account resolutions passed by Parliament in finalizing the
budget for the FY 2025/26 and the medium term.

The Budget Policy Statement contains:

(2) an assessment of the current state of the economy, including macroeconomic forecasts as
well as the priorities of the Government current pillars of growth and strategic directions;

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

(c) the proposed expenditure ceilings for the National Government, including those of
Parliament and the Judiciary and indicative transfers to County Governments;

(d) the fiscal responsibility principles and financial objectives over the medium-term including
limits on total annual debt; and

(e) Statement of Specific Fiscal Risks.

The preparation of the BPS is a consultative process that involves seeking and taking into account
the current Government priorities and challenges in economic management and the views of:
The Commission on Revenue Allocation; County Governments; Controller of Budget;
Parliamentary Service Commission; Judicial Service Commission: Ministries, Departments and
Agencies; the public and any other interested persons or groups.
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I. CONSOLIDATING GAINS UNDER BOTTOM-UP
ECONOMIC TRANSFORMATION AGENDA FOR
INCLUSIVE GREEN GROWTH

1.1 Overview

1.  The 2025 Budget Policy Statement (BPS), which is the third to be prepared under the Kenya
Kwanza Administration, highlights the progress made in the implementation of the strategic
interventions articulated in the Bottom-Up Economic Transformation Agenda (BETA) and
anchored on the Fourth Medium Term Plan of the Kenya Vision 2030. BETA is the
Government’s transformation agenda geared towards economic turnaround through a value
chain approach. BETA is about investing the limited capital available where it will create the
most jobs at the bottom of the pyramid. It is a commitment to invest in smallholder agriculture
and the informal sector and end socio-economic exclusion by levelling the playing field for all
investors.

2. Despite the challenging domestic and external environment, significant success has been
registered following the various interventions rolled out by the Government during the past two
years. The focused interventions and structural reforms of the Government under BETA have
stabilized the economy and supported economic recovery to 5.6 percent in 2023 from 4.9 percent
in 2022 following a strong rebound in agriculture after two years of severe drought. Economic
growth is estimated to have slowed down to 4.6 percent in 2024 reflecting deceleration of
economic activities in the first three quarters of 2024 and the slowdown in private sector credit
growth to key sectors of the economy. Growth is expected to pick up to 5.3 percent in 2025 and
2026 and retain the same momentum over the medium term largely driven by: enhanced

agricultural productivity; resilient services sector, and ongoing implementation of priorities
under BETA.

3. Additionally, macroeconomic fundamentals have strongly rebounded and are projected to
continue to strengthen and remain stable. In particular:

1) Inflation has significantly declined from a peak 9.6 percent in October 2022 to 3.0 percent in
December 2024 reflecting the effectiveness of the Government’s tight monetary policy and
pass-through effects of the strengthening exchange rate that have eased food and energy
prices;

ii) The Kenya Shilling to the US dollar has stabilized in the Ksh 128-130 range since January
2024. The exchange rate appreciated from an average of Ksh 160.8 in January 2024 to Ksh
129.4 in December 2024, an appreciation of 19 percent. The recovery has restored confidence
in financial markets and significantly reduced the cost of servicing external debt, creating
vital fiscal space for development imperatives;

iii) The foreign exchange reserves have grown to US dollar 10.1 billion in December 2024 from
US dollar 7.3 billion in December 2023, providing 5.1 months of import cover. The resilience
shields the country from external shocks in the global economy and restores investor
confidence;

iv) Interest rates have begun to decline as a result of the easing of the monetary policy, reducing
borrowing costs and freeing up fiscal space for growth-enhancing initiatives by businesses.
Interbank rate declined to 11.4 percent in December 2024 from 11.7 percent in December
2023 in line with the easing of the monetary policy. The 91-day Treasury Bills rate declined
to 10.0 percent in December 2024 from 15.7 percent in December 2023.
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v) Tax revenues have grown by 11.5 percent in the year to June 2024, reflecting the success of
the Government’s tax base expansion measures.

4. Great progress has also been realized in the core pillars of the Bottom-Up Economic
Transformation Agenda. Key achievements include:

i) To ensure food security in the country and reduce the cost of living, the Government has
continued to roll out fertilizer and seeds subsidies to farmers across the country enabling
them to increase the key food value chains and revamp underperforming/collapsed export
crops. Since February 2024, the Government has distributed subsidised fertiliser to 6.45
million registered farmers in 45 counties, under the Fertilizer Subsidy Programme, as well
as animal feed and certified seeds, enabling them to increase their yields. Additionally, maize
production doubled to 61 million bags of maize in 2023 compared to the 30 million bags that
was harvested in 2022. The achievement was made possible through leveraging on
technology, utilizing an integrated digital platform that registered over 6 million farmers;

ii) To support livelihood and businesses, the Government disbursed Ksh 60.0 billion through
the Financial Inclusion Fund, or the ‘Hustler Fund’ by end of November 2024 providing
access to affordable credit to over 24.6 million customers with a repeat customers’ base of
8.5 million beneficiaries and a repayment rate of 79 percent. Additionally, in keeping up with
the BETA policy to inculcate a culture of saving for posterity, the Fund has successfully
mobilized Ksh 3.3 billion in savings. Additionally, through the Credit Guarantee Scheme
(CGS), a cumulative value of approximately Ksh 6.34 billion was disbursed to 4,147 MSMEs
across 46 counties and 12 sectors of the economy as at 30 September 2024;

iif) To promote achievement of the universal health coverage, the Government has replaced the
National Health Insurance Fund with Taifa Care and established the Social Health Authority
(SHA), which administer three essential funds - Primary Healthcare Fund; the Social Health
Insurance Fund (SHIF) and the Emergency, Chronic and Critical Illness Fund in a way that
ensures every Kenyan, especially the most vulnerable, can access quality healthcare services
when they need them most. The newly established SHIF empowers citizens to contribute
towards accessing a broad range of healthcare benefits:

iv) To facilitate delivery of affordable houses and enable low-cost housing mortgages, the
Government has facilitated construction of 124,000 housing units which are at different
stages of completion across 75 sites in 37 counties. Already, 4,888 housing units are set for
completion across 21 social housing projects and will soon be launched; and

v) To foster digital transformation, the Government has expanded last-mile fibre-optic
connectivity using the extensive Kenya Power transmission lines network to the most remote
and underserved areas of our country, and made significant strides to establish digital and
ICT hubs. In 2023, the Government had laid 13,712 kilometers of fibre cable and increased
the number of Public-Wi-Fi hot spots from 40 in 2022 to 1,222 in 2023, giving a total of
1,262 public Wi-Fi spots.

5. Over the medium term, the Government will consolidate the gains realized under the BETA
for inclusive green growth with a special focus on the following six (6) objectives: bringing down
the cost of living; eradicating hunger; creating jobs; expanding the tax base; improving foreign
exchange balances; and inclusive growth. Emphasis will be placed on promoting investment in
BETA core pillars and enablers and harnessing implementation of the targeted interventions
through a value chain approach. The five core pillars are: Agricultural Transformation; Micro,
Small and Medium Enterprise (MSME) Economy; Housing and Settlement; Healthcare; and
Digital Superhighway and Creative Economy.

6. A value chain describes the production-to-market linkages generating added benefit for the
customer. The value chain approach targets to enhance production, value addition and market
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access, and attract local and foreign investments. The priority BETA value chains are: (i) Leather
and leather products; (ii) Textile and apparel; (iii) Dairy; (iv) Edible oils (sunflower, canola,
-palm oil, coconut, soya); (v) Tea; (vi) Rice; (vii) Blue economy; (viii) Minerals including
forestry; and (ix) Construction/building materials. Other value chains include: (i) Maize; (ii)
Potatoes; (iii) Pyrethrum; (iv) Beef; (v) Coffee; (vi) Apiculture (bees); and (vii) Indigenous
poultry.

7. The Government will also build on the solid foundation already built over the last two years
by entrenching structural reforms, enhancing governance, transparency and accountability, and
promoting responsibility for the use of public resources. Key reforms will include: entrenching
of the zero-based budgeting to re-orient the budgeting and expenditure framework of the
Government; migrating from cash basis to accrual basis of accounting; implementing the
Treasury Single Account to improve cash management; implementing a unified Personal
Identification system for all personnel working across all the arms of Government; and exploiting
the power of Information and Communication Technology to radically diminish opportunities
for corruption, conflict of interest, and abuse of office by digitizing procurement and making it
open and transparent.

1.2 Core Pillars

1.2.1 Agricultural Transformation for Inclusive Green Growth

8. Agriculture remains a core pillar for the realization of the Bottom-Up Economic
Transformation Agenda’s aspiration for inclusive green growth given that more than two-thirds
of Kenyans derive livelihoods directly or indirectly from agriculture, which has the highest
employment multiplier effect and consists of crucial value chains with the highest impact on job
creation for economically excluded segments of the population. Given the critical role the
agricultural sector plays in providing livelihoods, the Government embarked on implementation
of interventions and boosted investments intended to transform the sector by raising productivity
of key value chains in the sector that includes: fisheries and aquaculture, horticulture, food crops
like maize, rice, edible oils, livestock, beekeeping, and rangeland development.

9.  The interventions were aimed at: i) transforming poor farmers from food deficit to surplus
producers through making inputs, especially fertilizer, more accessible and affordable, and
providing intensive agricultural extension support; ii) raising the productivity of key food value
chains, and reduce post-harvest losses; iii) reducing dependence on basic food imports by 30
percent; revamp underperforming or collapsed export crops and expand emerging ones; iv)
boosting coffee and tea value chains; and v) providing adequate and affordable working capital
to farmers through cooperative societies and deploy modern agricultural risk management
instruments that ensure farming is profitable and income is predictable.

10. Implementation of these interventions over the last two years has borne fruits. Maize
production in the country doubled to 61 million bags of maize in 2023 compared to the 30 million
bags that was harvested in 2022. The achievement was made possible through leveraging on
technology, utilizing the Kenya Integrated Agriculture Information System — an integrated
digital platform that registered over 6 million farmers. Through the platform, farmers accessed
fertilizer using mobile phone vouchers, made payments, and received collection notifications at
nearby Government storage facilities. Additionally, more land has been put under cultivation,
with each acre yielding higher production given the availability and affordability of fertilizer.
Notably, since February 2024, the Government has distributed subsidised fertiliser to 6.45
million registered farmers in 45 counties, under the Fertilizer Subsidy Programme, as well as
animal feed and certified seeds more easily and affordably, enabling them to increase their yields.
Further, the Government in 2024 has procured and through e-vouchers distributed 7 million bags
of both planting and top-dressing fertilizer to boost food production across the country. The
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intervention is projected to further increase maize production to 74 million 90 kg bags. The
Government has also concluded long-term agreements with eleven suppliers of assorted fertiliser
S0 as to make this commodity available all year round. Fertiliser for the long rains season will
be stocked in outlets nationwide, ensuring our farmers are ready to plant, grow and produce. This
will not only increase agricultural output, but also reduce reliance on costly food imports,
securing a more self-reliant and prosperous Kenya.

I'1. The dairy sector remains a vital value chain with a quick turnaround impact on households
and the economy. To support the sub-sector, the Government has released Ksh 3 billion to
modernise the New KCC, ensure farmers are paid on time, and maintain a high price of Ksh 50
per litre. As a result, milk intake to KCC has increased from 100,000 litres to 220,000 litres a
day. Other strategic interventions include: the extension of duty-free imports for feed
manufacturing raw materials; subsidised artificial insemination services; and the reduction of
sexed semen costs from Ksh 7,000 to Ksh 2,900 through the Kenya Animal Genetic Resource
Center. These measures have led to a 14 percent increase in milk production, from 4.6 billion
litres in 2022 to 5.2 billion litres in 2023, with projections exceeding 6 billion litres this year. In
addition, the value of exported dairy products has nearly doubled, rising from Ksh 4.8 billion in
2022 to Ksh 7.2 billion in 2023.

12, To revitalize the coffee sub-sector, the Government has raised disbursements through the
Cherry Advance Fund from Ksh 2.7 billion to Ksh 6 billion, complemented by an additional
disbursement of Ksh 1.5 billion by the Commodities Fund. The Government also allocated
320,000 bags of fertilizer specifically for the coffee sector as part of its overall goal of providing
600,000 seedlings and 15,000 metric tons of subsidized fertilizer and modernization of coffee
cooperative factories. The measures were geared towards boosting coffee productivity from 2
kilogram to 10 kilogram, and increasing smallholder farmer earnings from Ksh 300,000 to Ksh
500,000 per acre annually by the end 0of 2027. In FY 2023/24, the country produced and exported
48,000 metric tonnes, earning farmers Ksh 25 billion. The Government is on track to increase
exports from 51,000 metric tonnes to 150,000 metric tonnes by 2027.

13. To facilitate the holistic development of the livestock sector and anchor all its value chains
in a sustainable strategic platform, the Government is implementing several policies and
legislative reforms and improvements to transform the livestock sector, guide training
institutions and provide a predictable environment to attract investments. These frameworks
include the Veterinary Policy, Livestock Policy, Livestock Bill, Livestock Masterplan, Food
Safety Policy, and Food Safety Coordination Bill. All these are at various stages of consideration
by the Cabinet and Parliament.

14. The Government's interventions in the livestock value chain are robust and have led to an
8.6 percent increase in meat exports from 15,000 metric tonnes, valued at Ksh 9 billion in 2022,
to 16,000 metric tonnes valued at Ksh 10 billion. There has also been a 42 percent growth in the
export of live animals from 33,000 animals in 2022 to 47,000 animals in 2023. The Government
plans to increase annual red meat production by an additional 108,500 metric tonnes valued at
Ksh 54 billion. To sustain high livestock performance, several interventions have been
undertaken with the aim of improving genetics and eliminating feed-water supply constraints,
diseases, and barriers to market access. Key actions include the implementation of a countrywide
breed improvement programme in collaboration with the counties and to upgrading of dairy and
beef breeds. In 2023, the Kenya Animal Genetic Resource Centre provided farmers with 900,000
doses of bull semen with the aim of increasing production and productivity. To enhance livestock
disease and pest management, the Government plans to launch a National Vaccination
Programme to eradicate the Peste des Petits Ruminants (PPR) disease and control the Foot and
Mouth Disease. Under this programme, more than 22 million cattle will be vaccinated against
foot and mouth disease, while 50 million goats will be vaccinated through a collaborative
nationwide exercise.

4 SE c R ET 2025 Budget Policy Statement




'S CRET

15. In an effort to increase food production and expand economic opportunities for the youth,
the Government commissioned and trained 18,000 agripreneurs across the country. The
agripreneurs will work through National Agricultural Value Chain Development Project
(NAVCDP) to guide farmers on best agricultural practices, pest management, and irrigation
techniques. The programme will also connect farmers with suppliers for quality inputs and link
them to markets to secure fair prices. The agripreneurs will assist farmers in accessing financial
services, support loan applications, and connect them with providers of farm and mechanization
services. The agriprenuer model will regularly track progress, provide feedback for
improvement, and maintain accurate records to inform decision-making and planning. To
enhance the Government’s capacity to coordinate agricultural production and deliver services to
the sector more efficiently, the Government is developing and integrating a farmers’ and
agripreneurs database into the Kenya Integrated Agriculture Information System.

16. Over the medium term, the Government will consolidate the gains made in the agricultural
sector by aligning policy and regulatory framework under the sector towards increasing food
production, boosting smallholder productivity and reducing the cost of food and reducing the
number of food insecure Kenyans. Overall, the strategies will be geared towards: addressing the
cost, quality and availability of inputs such as fertilizer for increased production and
productivity; support towards revitalization of coffee, tea, sugar, cotton, edible oil crops and
horticulture value chains; developing of irrigation infrastructure especially in ASALs; increasing
access to affordable credit and agricultural extension services through the Agriprenuer model;
creating direct and indirect jobs, increasing average daily income of farmers as well as foreign
exchange earnings; agro-processing through construction of County Aggregation and Industrial
Parks (CAIPs); and strengthening of farmer cooperatives.

1.2.2 Transforming the Micro, Small and Medium Enterprise (MSME) Economy

17. The Micro, Small and Medium Enterprise (MSME) sector remains a vital sector of the
Bottom-Up Economic Transformation Agenda as it serves as an engine for inclusive green
growth and transformation by providing jobs and income opportunities for economically
excluded segments of the population, including youth, women, persons with disabilities and low-
skilled persons. The sector, however faces challenges in accessing finance, inadequate
infrastructure, regulatory and compliance constraints, limited market access and competition,
skills and capacity gaps, weak institutional support and networking. To address these challenges
and transform the MSME economy, the Government initiated a number of reforms including:
establishment and strengthening of the Financial Inclusion Fund, popularly known as Hustler
Fund to provide access to affordable credit; capacity building; and linkage to markets; and
strengthen the capacity of MSMEs to venture into economic activities in building and

construction value chains and ring-fencing certain components of low-cost housing projects for
MSMEs.

18. Significant progress has been realized in the delivery of these reforms. By the end of
November 2024, the Hustler Fund had disbursed Ksh 60.0 billion benefitting 24.6 million
customers, with a repeat customers’ base of 8.5 million beneficiaries and a repayment rate of 79
percent. Additionally, in keeping up with the BETA policy to inculcate a culture of saving for
posterity, the Fund has successfully mobilized Ksh 3.3 billion in savings. Building on the gains
made, the Government will roll out a third product offering, specifically tailored to the Small
and Medium Enterprises (SME) sector. The new product will initially target the 2 million
beneficiaries who have demonstrated a strong credit history with the Fund. The ground breaking
initiative aims to create a pathway for the SME entrepreneurs to transition into the formal
banking system, thereby deepening financial inclusion and strengthening the SME sector.

19. To further address the challenges facing the MSMEs, the Government has embarked on the
review of the Micro, Small Enterprise (MSE) 2020 Policy. The review is aimed at pulling down
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the barriers in the MSME sector that stifle business growth and development. The new policy
that will be developed will unlock and improve access to finance, reduce regulatory burden,
enhance market access and upgrade MSME infrastructure as well as nurture a supportive MSME
ecosystems.

1.7.3 Housing and Settlement

20. The Constitution of Kenya provides that every person has the right to accessible and
adequate housing. As a core pillar of BETA, the Affordable Housing Programme provides an
avenue to ensure the development of quality and affordable houses for Kenyans. The Affordable
Housing Programme is expected to increase the supply of affordable houses from the current 2
percent to 50 percent, by facilitating the delivery of 200,000 housing units annually. In addition,
the Programme aims to tackle the housing deficit that has left many Kenyans living in insecure,
unsanitary, and poorly constructed dwellings while also fostering the inclusive green growth and
generating job opportunities across various sectors. To realize these objectives, the Affordable
Housing Programme was designed to increase opportunity for manufacturers, developers and the
Jua Kali industry to produce high quality construction products and provide employment to
different types of professional services and materials, bringing together labourers, masons and
brick layers, artisans, electricians and carpenters, as well as architects, engineers, quantity
surveyors, lawyers and real estate economists.

21. Progress has been made in the delivery of the affordable housing agenda. Notably, the
enactment of the Affordable Housing Act, 2024, provides a long-term solution in financing the
Affordable Housing Programme. The Act is a landmark legislation in Kenya aimed at addressing
the housing deficit and ensuring that every Kenyan has access to affordable, adequate, and decent
housing. The enactment of the Affordable Housing Act gives effect to Article 43(1)(b) of the
Constitution which guarantees every person the right to accessible and adequate housing. This
article delves into the key aspects of the Act, its implications, and how it aims to transform the
housing sector in Kenya. The Act aims to create a framework for the development and access to
affordable housing, emphasizing community engagement, public-private partnerships and
inclusivity.

22. Additionally, after two years of implementing the Affordable Housing Programme, 124,000
housing units are at different stages of completion across 75 sites in 37 counties. The Programme
includes houses for military, police, and correctional services personnel, student
accommodation, and private-sector developments. In addition, on the online portal platform,
Boma Yangu, over 547,000 have registered, of which 52,000 have collectively saved more than
Ksh 2.3 billion towards homeownership. The Affordable Housing Programme has created over
164,000 jobs through the housing value chain. Already, 4,888 housing units are set for
completion across 21 social housing projects and will soon be launched. The units, comprise of
studios, one-bedroom, two- bedroom, and three-bedroom homes, and are tailored to meet the
needs of Kenyans, offering 1,041 social housing units, 2,133 affordable housing units, and 1,714
affordable middle-class housing units in 24 counties.

1.2.3.1 Urban Housing

23. The rapid pace of urbanization has outpaced the development of necessary infrastructure
leading to over 10 million people living in the informal settlement and 60 percent living in slum
areas. To improve urban housing, the Government will scale-up implementation of the Kenya
Urban Settlement Program Phase I that will strengthen the capacities of urban municipalities to
improve delivery and resilience of urban infrastructure and services. In addition, the Program
will enhance the contribution of the private sector in urban planning and development and
support the transition of refugee camps into integrated host communities and refugee settlements.
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Through the Kenya Informal Settlement Improvement Project Phase 11, the Government will also
fast track land tenure regularization, upgrade infrastructure, improve access to basic services,
and strengthen institutional capacity development for slum upgrading in informal settlements in
33 counties.

1.2.3.2 Rural Housing and Settlement

24. Rural housing is affected by rapid urbanization, rural-urban migration, and a lack of
affordable housing. In the rural areas, the quality of housing is below the standard requirement
and lack basic sanitation requirement. To support rural housing and settlement, the Government
will continue to ensure that urbanization is planned and controlled through integrated land use
planning and development programme that we are implementing throughout the country, in
every county. Key initiatives will include supporting construction of affordable housing projects
using local materials, supporting planned rural settlements with essential infrastructure, and
promoting climate-resilient housing designs to foster inclusive green growth and bridge the
urban-rural divide.

1.2.4 Healthcare

25. The right to the highest quality of health is enshrined in the Constitution of Kenya. The
Medium-Term Plan IV of Vision 2030 and Bottom-Up Economic Transformation Agenda
prioritizes provision of equitable, accessible, affordable and quality healthcare. Despite recent
strong economic growth in the country, many Kenyans face financial barriers in accessing
healthcare and only 20 percent of Kenya’s population have health insurance, with most of them
being employed in the formal sector. In order to achieve Universal Health Coverage by 2030,
the Government’s BETA focuses on various interventions to: i) provision of a fully public
financed primary health care system, an emergency care fund and a health insurance fund that
will cover all Kenyans, ii) installation of digital health management information system, iii) set
up of a Fund for improving health facilities; iv) set up of an Emergency Medical Treatment Fund,
iv) establishment of a National Insurance Fund that covers all Kenyans, and v) availing of
medical staff who would deliver Universal Health Coverage.

26. Significant milestones have been realized in the implementation of these interventions. To
accelerate the implementation of the Universal Health Coverage, the Government enacted the
Social Health Insurance Act, 2023; ii) Primary Health Care Act, 2023, iii) Facility Improvement
Financing Act, 2023; and iv) Digital Health Act, 2023. The Social Health Insurance Actreplaced
the National Health Insurance Fund and established the Social Health Authority (SHA), which
administer three essential funds namely: Primary Healthcare Fund; the Social Health Insurance
Fund (SHIF); and the Emergency, Chronic and Critical Illness Fund in a way that ensures every
Kenyan, especially the most vulnerable, can access quality healthcare services when they need
them most. The shift from the National Health Insurance Fund model to Taifa Care is
fundamental and radical in both scale and character. NHIF served a few salaried Kenyans and
those who could pay, but Taifa Care covers every Kenyan regardless of their employment status.
Secondly, despite serving a limited class of citizens, NHIF nevertheless accumulated billions of
shillings of debt because of misalignment between contributions and the actual cost of
healthcare. Taifa Care has undertaken an accurate costing of all healthcare-related goods and
services, in order to provide timely, effective and efficient service to everyone. Additionally, the
NHIF had a waiting period, lasting between registration and eligibility for services. Under Taifa
Care, citizens are eligible for all services upon registration.

27. To date, over 15 million Kenyans have enrolled in Taifa Care and more than 60 percent of
employers have successfully transitioned into its framework. The newly established Social
Health Insurance Fund (SHIF) empowers citizens to contribute towards accessing a broad range

"_l SEc R Efﬁ Budget Policy Statement




S CRET

of healthcare benefits. This represents a seismic shift from the old, reactive healthcare model to
a forward-looking system that prioritises prevention and preparedness. Once the transition from
NHIF is complete and SHIF becomes fully operational, Kenya will have a healthcare system that
guarantees dignity, peace of mind and equitable access for every citizen. Under the Digital Health
Act, the Government will continue to enhance the efficiency and transparency provided by
technology in the provision of healthcare services to eliminate fraud and fake claims.

28. Asastart, free primary healthcare is increasingly becoming available at dispensaries, health
centres and hospitals. Ambulance and emergency services are also slowly but surely being made
available at no fee. Under Taifa Care, we have introduced a comprehensive benefits package that
brings specialised care, such as cardiothoracic surgery, within reach for many Kenyans, without
the burden of financial strain. Through the Digital Health Act, the Government has
revolutionized healthcare delivery process including registration, eligibility checks, as well as
claims. By eliminating unnecessary human interaction, the Government is tackling corruption,
reducing inefficiencies and ensuring that resources are used where they are needed most.

29. Building on the gains made, the Government through the Facility Improvement Fund (FIF)
will ensure that hospitals are equipped with the tools they need including: medicine, equipment
and other resources necessary to provide quality care, while involving citizens in decision
making at every facility. To start of the process, the Government is clearing decade-old debts,
and ensuring access to medicine and equipment. Already, the Government has paid disbursed
Ksh 8.7 billion to settle historical debts owed to public, private and faith-based medical facilities,
and will continve to clear the remaining balances in a phased-out approach over the coming
months. This underscores the Government’s commitment to ensuring uninterrupted delivery of
healthcare services.

30. To increase availability of human capital in the public health sector, the Government will
continue to implement programmes like Afya Bora Mashinani that has engaged over 100,000
community health promoters who provide direct care in households across the country. In
addition, the Government will implement institutional and strategic measures to extend the
impact of Universal Health Coverage by developing the biomedical, pharmaceutical, and
medical supplies production industries.

31. Over the medium term, the Government will continue to implement strong institutional and
strategic measures to extend the impact of Universal Health Coverage by developing the
biomedical, pharmaceutical, and medical supplies production industries. To enhance healthcare
delivery and ensure the security of medical supplies, the Government will improve the overall
supply chain. starting with capacity upgrades and the establishment of Kenya Medical Supplies
Agency (KEMSA) regional distribution centres in Kisumu, Embakasi, and Mombasa. Further,
the Government will scale up the scope of existing programmes such as Edu Afya to encompass
all school-going children, extending beyond its current focus on secondary school students. In
addition to covering prenatal care, the Linda Mama Programme will be enhanced to provide
comprehensive postnatal care ensuring a holistic approach to maternal and child health.

1.2.5 Digital Superhighway and Creative Economy
1.2.5.1 Digital Superhighway

32. The digital economy has undergone rapid changes both globally and domestically in recent
years, with the COVID-19 pandemic accelerating the shift towards digital technologies. In order
to entrench Kenya'’s lead in digital economy, the Government under the BETA committed to: 1)
promote investment in the digital superhighway and the creative economy which provides
tremendous potential for the country in employing hundreds of thousands of young people and
generating immense wealth if the young people are facilitated to plug into the global digital
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