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Foreword
The 2023 Budget Policy Statement (BPS), which is the irrst to be prepared under the new
Administration, the Kenya Kwanza Govemment, is based on the framework of Bouom-up
Economic Transformation Agenda (BETA). It sets oul the Administration's priority
programs, policies and reforms to be implemented in the Medium-Term Expenditure
Framework (MTEF). The 2O23 BPS comes at I time when the Govemment is finalising the
prcparation of the Fourth Medium-Term Plaul. (2023-2027) of the Kenya Vision 2030 that
will prioritize implementation of economic recovery strategies of the new Administration to
re-position the economy on a steady, inclusive and sustainable growth trajectory.

The BPS is framed against a backdrop of global economic slowdown underpinned by the
ongoing Russia-Ukraine conflict, elevated global inflation, the lingering effects of the
COVID-19 pandemic, and persistent supply chain disruptions and the drought effects that
have created urgency on food security and climate change effects. This urgency allows us to
refocus investments on mitigation, adaptation and hrm resilience. As the effects of COVID-
19 pandemic started to fade away, the Kenyan economy bounced back recording a GDP
gmwth rate of 75 percent in 2021, pmpelled by heavy public investments in public
infrastructure. However, the momentum has been slowed again by the Russia-Ukraine
conflict that has disrupted global trade through incrcased fuel, fertiliser and food prices. For
the first time in five years, inflation rate in Kenya is above lhe Government target range
mainly driven by supply side constraints occasioned by the external shocks as well as the
drought effects. In addition, the drought impacts in the economy has created a strong focus on
food security and climate change. These effects will become dominant in economic
management and focussing on its quality and stnrcture. We have witnessed how it has
reversed efforts in poverry reduction and inequality, but above all promoted social conflicts.
These effects are compounded and amplified by declining manufacturing productivity;
skewed access to finance for business and development; rigidities in business regulatory
frarnewort; weak govemance; and fiscal risks including pension's liabilities, stalled public
projects, payment arrears; and high debt service that has hindered the economy from
achieving its full potential.

The need to address these constraints and bolster resilience forms the basis of the Kenya
Kwanza Govemment's Bouom-Up Economic Transformation Agenda (BETA). The Agenda
is geared towards economic tumaround and inclusive growth, and aims to increase
investsnents in at least five sectors envisaged to have the largest impact and linkages to the
economy as well as on household welfare. These include: Agricultural Transformation;
Micr,o, Small and Medium Enterprise (MSME); Housing and Settlementi Healthcare; Digital
Superhighway and Creative Industry. Special focus will be placed on increased employment,
more equitable distribution of income, social security while also expanding the tax revenue
base, and increased foreign exchange eamings. The implementation of these interventions is
expected to stimulate economic rccovery to 6.1 percent gmwth in 2023 from the estimated
55 percent in 2O22. But more importantly improve the quality of growth from public sector
investnent led growth to a dynamic private sector led growth.

The fiscal policy stance over the medium term aims at supporting the Bottom - Up Economic
Transformation Agenda of the Govemment through a growth friendly fiscal consolidation
plan designed to slow down the annual growth in public debt and implement an effective
liability management strategy without compromising service delivery to citizens. This is
expected to boost the country's debt sustainability position and ensure that Kenya's
development agenda honours the principle of inter-generational equity.

As part of the economic tumaround plan, the Govemment will scale up rcvenue collection
efforts by the Kenya Revenue Authority (KRA) to KSh. 3.0 trillion in the FY 2023t24 and
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KSh. 4.0 trillion over the medium term. In order to achieve this, tlre Goveroment will
undertake a combination of both tax administrative and tax policy rcforms. The KRA will
implement among others, the following measures: reduction of Value Added Tax (VAT) gap

from 38.9 percent to 19.8 percent of the potential by fully rolling out electronic Tax lnvoice
Management System (eTMS)l reduction of Corporate Income Tax (CfD gap fmm 322
percent to 30.0 percent of the potential as envisaged in the KRA Corporate Plan; intcgration
of KRA tax system with the Telecommunication companies (Telcos); tax base expansion in
the informal sector; implementation of rental income tax measures by mapping rcntal
properties; roll out of measur€s at the Customs and Border Control leveraging on t€chnology
and enhanced data analytics to enhance nevenue per unit; and, up scaling the technical
capacity of KRA thmugh skills, technology and additional staffing.

On the tax policy, the Government will implement various tax policy measurcs to further
boost rcvenue collection. In addition, to further strcngthen rcvenue mobilization efforts, the
Govemment will finalise the development of the National Tax Policy and the Mcdium-Term
Revenue Strategy. The National Tax Policy Framework will enhance the adminisrradve
efficiency of the tax system, provide consistency and entsench predictsbility in tar
legislations and management of tax expenditure. But morc importantly, build confideoce aod

compliancc in the tax system. Taxation should not distort domestic me*€ts'p,rices and

inveitrnent decisions. The Medium-Term Revenue Strategy will provide a compclrensive
approach of undertaking effective tax system reforms for boosting tax rcventEs end

improving the tax system over the medium term. Additionally, thc Governmeot will continue
to improve efficiency in public spending to ensure value for money by eliminating noo-
priority expenditures; retiring expensive and unsustainable consumEim sbsidies; rcdring
cax exemptions; scaling up the use of Public hivate Partnerships financing fa cocrarercidly
viable projects; rolling out an end-to-end e-procurcment systern; and strcamlining tlrc
initiation, execution, delivery and sustainability of public investrnent proirts.

In light of the above fiscal consolidation plan, the expenditure eilings io this Budget Folicy
Statement have been revised to reflect emerging realities. All proposed Minigries'
Departments and Agencies (MDAs) budgets for FY 2023124 have been scrutinized cerefully
to ensurc quality and alignment to the Governmenl's Bottom-Up Economic Transforrretion
Agenda as outlined in this BPS and the Fourth MTP and other stmtegic interveotions of
national interest.

The budgeting process for the priority prograslmes will be developed through a vaft.rc chain
approach under five clusters: i) Finance and Production Economy; ii) Infrastnrcule; iii) L:n<t
and Natural Resourcei iv) Social Sectors; and v) Govemance and Public Administratim. This
process ensurcs there is no break in the value chain cycle in the resource allocatioos. Thc
process also ensures adequate nesources are allocated to all the components along tlre valrc
chain and helps to eliminate duplication of roles and efficient budgeting of availebk
r€sources.

In this rcgard, all Sector Working Groups and MDAs are expocl€d to prcp8rt dteir hdgcts
consistent with the hard sector ceilings and adopt the va.lue chain epgoech un&r the frve
clusters to faciliote the finalization of the FY 2023124 and the medium-term hrdga
proposals.

PROF. NJUGUNA S. NDUNG'U, C.BS.
CABINET SECRETARY
NATIONAL TREASURY AND ECONOMIC PLANNING
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About the Budget Polby Statemcnt

The Budget Policy Statement (BPS) is a Govemment policy document that sets out the broad
strategic priorities and policy goals to guide the National Govemment and the County
Govemments 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
transparcnt management of public resources in line with the Constitution and the Public
Finance Management (PFM) Act,2Ol2.

Section 25 of the PFM Act, 2012, provides that tlte National Treasury shall prcpare and
submit to the Cabinet the BPS for approval. Subsequently, the approved BPS is submined to
the Parliament, by the 156 of Febnrary 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 Secrctary, the National
Trcasury and Economic Planning shall take into account rcsolutions passed by Parliament in
finalizing the budget for the FY 2023124 and the medium term.

The Budget Policy Statement contains:

(a) an assessment of the curr€nt stat€ of the economy, including macroeconomic forecasts
as well as the priorities of the Govemment curent pillars of growth and strategic
directions;

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

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

(d) the fiscal responsibility principles and financial objectives over (he 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 cunent 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 per$ns or groups.
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I. THE BOTTOM - UP ECONOMIC TRANSFORMATION
AGENDA FOR INCLUSIVE GROWTH

1.1 Overview

l. The 2023 Budget Policy Statement is the f,rst to be prepared under the Kenya Kwanza
Government and sets out the priority programs, policies and reforms of the Administration
that will be implemented in the Medium-Term Expenditure Framework (MTEF). It presents

the Bottom-Up Economic Transformation Agenda geared towards economic tumaround and
inclusive growth. The document is framed against a backdrop of global economic slowdown
occasioned by the ongoing Russia-Ukraine conflict, elevated global inflation, lingering
effects of the COVID- 19 pandemic, persistent supply chain disruptions and the food security
and climate effecLs.

2. In the context of these challenging times, Kenya's economy remains resilient with an
impressive economic performance of 7.5 percent in 2021 largely on rebound from negative
growth the previous year on account of bold economic policies and stnrctural reforms as well
as sound economic management implemented overtime. However, the momentum has been
slowed again by the Russia-Ukraine conflict that has disrupted global trade through increased
fuel, fertiliser and food prices. For the hrst time in five years, inflation rate in Kenya is above
the Government target range mainly driven by supply side constraints occasioned by external
shocks. Aside from these shocks, the Kenyan economy is confronted by various bottlenecks
including: recurent drought affecting agricultural productivity; declining manufacturing
productivity; skewed access to finance for business and development; rigidities in business
regulatory framework; weak govemance; and Frscal risks including pension's liabilities,
stalled public pmjects, pending bills; and high debt service that has hindered lhe economy
from achieving its full potential.

3. The need to address these challenges, bolster resilience while building on successes

rcalized overtinre forms the basis of the Kenya Kwanza Government's Bottom-Up Economic
Transformation Agenda. The Agenda is geared towards economic tumarcund and inclusive
growth. Special focus will be placed on increased employment, more equitable distribution of
income, social security while also expanding the tax revenue base, and increased foreign
exchange eamings.

4. The priority programmes are classified under two categories; core pillars and the
enablers which aim at creation of a conducive business environment for socio-economic
transformation. Under the core pillars, the Government seeks to increase investments in five
sectors envisaged to have the biggest impact on the economy as well as on household
welfale. These include: Agriculrural Transformation; Micro, Small and Medium Enterprise
(MSME) Economy; Housing and Settlement; Healthcare; and Digital Superhighway and
Creative Industry. To make these programmes feasible, the Government will implement
strategic interventions under the following key enablers: Infrastructurc; Manufacturing; Blue
Economy; the Services Economy, Environment and Climate Change; Education and
Training; Women Agenda; Youth Empowerment and Development Agenda; Social
Protection; Sports, Culture and Arts; and Governance.

5. The budgeting process for the priority programmes will be done through a value chain
approach under five clusters: i) Finance and Production Economy; ii) Infrastructure; iii) Land
and Natural Resource; iv) Social Secton; and v) Govemance and Public Administration. This
pnocess ensunes there is no break in the cycle in the resource allocations for a value chain.
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The process also ensures adequate resources are allocated to any entity along the value chain

and helps to eliminate duplication of roles and budgeting of resources.

6. The priority programmes will be implemented through a value chain approach under

five clusters: i) Finance and Production Economy; ii) Infrastructure; iii) Land and Narural

Resourcei iv) Social Sectors; and v) Govemance and Public Administration. This will ensure

no break in the cycle either by not allocating requisite resources to any entity along the value

chain and also eliminate duplication of allocations and roles.

7. Through the various priority economic policies, structural reforms, fiscal consolidation
plan and sectoral expenditurc pmgrams outlined in this 2023 BPS, the Government is taking
determined steps to address these challenges, bolster resilience to shock as part of the strategy

for socio-economic trsnsformation and inclusive growth. Over the medium term, the

Government through the Fourth Medium-Term Plan (2O23-2O2'l) will prioritize
implementation of economic recovery strategies to re-position the economy on a steady and

sustainable growth trajectory.

12 Core Thematic Areas

8. The Government will implement policies and structural reforms and promote

investment in l-rve core thematic areas that arc expected to have the highest impact at the

bottom of the economy. These are: Agricultural Transformation; Micro, Small and Medium
Enterprise (MSME) Economy; Housing and Settlement; Healthcare; and Digital
Superhighway and Creative Economy.

1.2.1 Agriculturrl Trrnsformstion rnd Incluslve Growth

9. The Kenyan economy remains highly dependent on the agriculrure sector, contributing
on average 21.4 percent of the GDP directly, forming approximately 65 percent of Kenya's
total exports and has the highest employment multiplier in lhe economy. However,
agricultural productivity in the country has been declining largely occasioned by the

pmlonged drought as a rcsult of failed rain and high global fertiliser prices rcsulting in severe

food shorrage. The spread of the COVID-I9 pandemic worsened the siruation with world
fertiliser prices having more than doubled in the past two years, affecting productivity of
Kenyan farmers.

10. The Govemment's initial interventions involved stepping up food supply in northem

Kenya and other regions and enhanced coordination between National and County
Govemments, private sector and development partners thmugh the National Steering

Committee on Drought Response to cushion communities affected by drought, especially in
the wont-hit arid and semi-arid (ASAL) counties. To make fertilizer available and improve
productivity in counties and regions that plant in the short rain season, the Government
imported 1.5 million 50 kg bags of fertilizers and distributed them at a lower cost of KSh'
3500. The Govemmenl working with the private sector has also made arrangements to make

another 6 million bags of various types of fertiliser available for the long rains season. To
support dairy farmen, the Government has taken immediate steps to reinstate the stalled milk
coolers' programme and the distribution of 650 milk coolers.

I l. Investing in agriculture as the sector that will lead the economic recovery is predicated

on seven factors.

r Quick turnaround. Fint, agriculture offers the quickest payback period for
investsnents. This is because, in many cases, there is no new capital investment required.

Increasing production only requires addressing the cost, quality and availability of
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inputs and providing farmers with the working capital to buy adequate supply of the
inputs as well as other direct production expenses such as ploughing of land and labour.

. Cost of living. The cost of living can only be resolved by raising agricultural
productivity. The battle is between farmen needing higher incomes and consumers who
want low prices. Food accounts for 54 percent of household expenditures but poor
households spend more than 60 percent.

. Foreign exchange: Dependence on food imports has grown considerably in recent
years. Three food commodities: edible oils, wheat and rice are consuming an equivalent
of 25 percent of goods' export earnings. Kenya has the capacity to produce a bigger
share of its consumption of edible oils and rice competitively. Agriculture is also the
sector that the Country is most globally competitive in, bo& in traditional exports such
as tea, coffee, cut flowers and vegetables as well as emerging export crops such as

avocado and macadamia nuts. However, several export cops have collapsed, notably
pyrethnrm, cashew nuts and bixa.

r Jobs: Agriculture has the highest employment multiplier effect, owing to its strong
forward and backward linkages to other sectors of the economy. Research conducted by
Kenya Institute for hrblic Policy Research and Analysis (KIPPRA) shows that four of
the five value chains with the highest job creating impact are agricultural. They are
livestock (cattle, sheep and goats), hotels and restaurants, poultry, vegetables and rice.

. Incomes. Two thirds of Kenyans derive all or part of their incomes from agriculrure.
Thus agriculture-led growth will put more money in people's pockets directly than any
other sector. This also means that agriculrural incomes have the highest income
multiplier effect, that is, when farmers have money, they buy consumer goods and
services from other sectors. Moreover, given the large share of food in household
expenditures, savings on food costs have a very large multiplier effect on other sectors.

r EndinS poverty: Extreme poverty and vulnerability is also an agricultural phenomenon.
Support to farmers to raise productivity would not only enable them to feed themselves,
but also generate a surplus thal contributes to national food security and the economy.

r 1n{ustt'irlisetiol: The manufacturing sector is largely agriculture-based, with food
processing and beverage manufacturing contributing 40 percent and 48 percent of
manufacturing employment and GDP rcspectively. When non-food agro-processing is
added, agro-processing becomes more than half of the manufacturing sector. Mor€over,
the manufacturing that is not agro-based is highly dependent on imported raw materials
such as metals, chemicals and plastics.

12. Over the medium term, the Government will develop policy, legal and institutional
reforms to provide an enabling environment for agricultural productivity. In particular, the
Covernment will:

i. Pnovide adequate affordable working capital to farmers through well-managed farmer
organisations;

ii. Deploy modem agricultural risk management instruments that ensure farming is
profitable and income is predictable, such as was provided for scheduled crops by the
Guaranteed Minimum Retums (GMR) Scheme in the 1970s. These instruments include
cmp and livestock insurance schemes, commodity market instruments such as forward
contracts, futwes contracts and price stabilisation schemes.
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iii. Transform two million poor farmers from food delicit to surplus producers through
input finance and intensive agricultural extension support, with a target to generate a

minimum productivity target of KSh. 50,000 revenues an acre;

iv. Raise productivity of key value food chains and other value chains (maize 8 - 15 bags an

acre, dairy 2.5kg- 7.5kg a cow a day, beef carcass weight from t lOkg - l50kg); Support
dairy farmers by supplying feeds to lower cost of milk production;

v. Reduce dependence on basic food imports by 30 percent (domestic oil crops production
from 5 percent to 25 percent, rice from 18 percent to 4O percent);

vi. Revamp underperforming and collapsed export crops while expanding emerging ones
(coffee , cashew nuts, pyrethrum, avocado, macadamia nuts);

vii. Avail high yielding cotton seeds to increase productivity per acre from 0.25 bales to 2.7

bales per acre by 2027;

viii. Boost tea value chain (blending & branding).

1.2.2 Transforming the Mlcro, Small and Medlum Enterprise (MSME) Economy

13. The Micm, Small and Medium Enterprise (MSME) Economy contribute very
significantly to the economy, employing about 85 percent of non-farm jobs. Access to credit
is a stimulant that enhance growrh in the MSME economy. However, high interest rates

cmwd out the private sector and the MSMEs. The Government is committed to ensure

Kenyans access affordable credit.

14. As part of the process, the Government initiated the Hustlers Fund as an intervention to

correct marftet failure problems at the bottom of the pyramid and to cushion the MSMEs
against high cost of credit. This program aims to lift those at the bttom of the pyramid
through structured products in personal finance that includes savings, credit, insurance and

investrnent.

15. Other interventions by the Government will include:

i. End criminalisation of work by enacting a right lo work law, and making trading
licences and provision of a trading location an entitlement to every citizen who applies.
The Govemment will work with County Govemments to provide one-street trading
premises for every 50 urb&n residents, with a view to increasing average daily income of
informal traden by KSh. 200;

ii. Regressive taxation, bureaucracy and regulatory compliance costs: the Governmenl will
review and rationalise all business licences, cap total licences at 1.5 percent of tumover
and enact administrative burden law (similar to US Reduction of Paper Work Act)
ensuring no business spends more than 4 person hours a month on tax and regulatory
compliance;

iii. Access to finance: The Government will commit KSh. 50 billion a year to Provide
MSMEs with 100 percent access to affordable finance through SACCOs, venrure
capital, equity funds and long-term debt for start-ups and growth-oriented SMEs;

iv. Infrastructure & Capacity Building: The Govemment will establish MSME Business

Development Centre in every ward, and an industrial park and business incubation
centre in every TVET institution.
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1.23 Housing end Settlement

16. The cost of housing is a heavy burden to majority of Kenyans and is the major factor
driving the proliferation of slums.

123.1 Urban Housing

17. The Government plans to close the housing gap by facilitating delivery of 250,000
houses per year. To realize this, the Govemment will implement policies and administrative
reforms to lower the cost of construction and improve access to affordable housing finance
while creating jobs and entrepreneurial opportunities to all Kenyans. In this regard, the

Govemment will not only pmvide land and bulk infrastrucrure, but also implement measur€s
to unlock the challenges that inhibit investment in the housing sector.

18. As part of the process, the Government will restructure affordable long-term housing
finance scheme, including a National Housing Fund and Cooperative Social Housing
Schemes that will gusrantee off take of houses from developers. This is expected to grow the
number of mortgages fiom 3OO00 to l,fi)0,000 by enabling low+ost mortgages of KSh.
10,0fi) and below. This plan is expected to create quality jobs for 100,000 youths, employing
graduates from TVETS, directly in construction sector and indirectly thrcugh manufacturing
of building products every year.

19. The Covemment will also implement policies to strengthen the Jua Kali sector by
building its capacity to produce high quality construction materials such as doors, windows,
gates and hinges. As part of the process, The Government will upgrade and support Jua Kali
by linking it with technical and vocational education institutions. This will see enterprises
that produce housing products emerge or expand, crcate jobs and wealth for hustlers, making
housing plan truly transformational fmm the bottom up.

lJ32 Rural Housing and Sctdemmt

20. The Govemment will establish a Settlement Fund similar to the one that was used to
acquire land from settler farmers after independence. To stop land fragmentation, the land
purchased by the scheme will be subject to land use planning wherc beneficiaries will own
transferable residential plots in planned settlement, and right to lease non-transferable
agricultura I lald.

1.2.4 Healthcere

21. Access to quality and affordable healthcare is critical for socio-economic development.
It is estimated that Kenyan families spend a total of KSh. 150 billion in out-of-pocket
expenditures on health services a year. For this rcason, the Government will continue to
implement the Universal Health Care plan that will lift this punitive burden from the
shoulders of Kenyans and their businesses. The strategy will involve revitalisation of prirnary
healthcare by emphasising on prcventive and promotive strategies. Many critical health
illnesses, including cancer, heart complications, kidney failure and hypertension, can be
detected and addressed at this level without the need for a hospital visit or admission.

22. As part of the health sector interventions, the Govemment will reform the National
Health Insurance Fund (NHIF) &s a necessary imperative. Progress has been made in
enrolling more members into the insurance scheme. In the past l0 years, 12 million Kenyans
have joined the Fund. The challenge, however, is that the NHIF is an occupational scheme
for salaried people on payroll in the public and private sectors, and not the social insurance
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scheme it ought to be. The Covernment will thus change the contribution structure from an
individual contributory scheme to a household contribution model.

23. The Govemment will promote investment to expand existing health infrastruchrre and
improve procurement of medical supplies. Pharmaceuticals and consumable medical supplies
account for an estimated 20 percent of total health expendirures with more than 70 percent of
pharmaceutical products being imported. Domestic pharmaceutical manufacturers have the
capacity to manufacture bigger share competitively, but a.ne hampered by the high cost of
production and punitive tax regime. The Government will work towards entrenching Kenya
as regional pharmaceutical manufacturing hub by reviewing the tax regime and cost of doing
business in the country, and leveraging on Universal Health Care and human capital to
identify and scale up domestic manufacturing of pharmaceutical products and other essential
supplies.

24. To improve health ourcomes and reach of healthcare services, the Govemment will
leverage on information technology to drive responsiveness, efficiency, seamlessness

between providers, transpa.rency and fraud prcvention. The strategy will involve deployment
of an integrated state-of-the-art health information system that will enable every Kenyan to
own and control access to their health record.

25. In order to build a better human nesource for healthcare, the Govemment will work with
County Govemments to build a centralised system of Human Resource management similar
to that of teachers. Measures will be put in place to address the challenge of inadequate
human rcsources in the public hospitals and the poor industrial relations between health
pmfessionals. This will address the in-equitability in distribution of health professional and
will enable doctors get equal treatment in capacity building, and solve the shorrage in health
specialists in the county health sewices. The Govemment will also mainstream community
health worters and make them the foundation of the country's healthcare system in
partnership with County Governmenls.

26. Other commitrnents of the Government to ensur€ a Universal Health Coverage (UHC)
system include:

i. Employment 8nd initistion of payment for community health workers who shall form
part of the Primary Health Care system;

ii. Prioritization of employment of 20,000 healthcare workers- doctors, nurses, clinical
officers, laboratory technologists, physiotherapists, among others, to bridge the gap

according to WHO recommendations of 23 HC per 10,0fi) populations;

iii. Set up of an emergency medical reatment fund to cater for emergency, cancer treatment
and rcferrals;

iv. Setting aside of KSh. 50 billion for Kenya Association of Retired Officen medical
schemes;

v. Integration of preventive and promotive services/ establish MDT (a primary healthcare
approach) as envisioned in the Afya Bora Mashinanit

vi. Setting aside of seed deposit amount of KSh. 100 billion into co-funding the strategic
programs for HIV, tuberculosis, blood transfusion, malaria, family planning and
reproduc tive health;

vii. Ring-fencing funds for healthcare from facility improvement funds to allocations liom
the Treasury in collaboration with County Governments; and

viii. Building up supply chain management system (KEMSA) to ensurE efficiency and
accountability in the medical supplies to all health facilities.
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1.2.5 Digitel Superhighway and Creative Economy

f 2.5.f Digitsl Superhighway

27. Kenya is a strong leader in the Information, Communication and Technology space.
Appropriate policy framework, constitutionally protected freedoms of expression, media,
information and communication has cemented the country's position as a regional and
continental hub of innovation overtime. Despite this feat, there is tremendous potential for the
country to become a global leader, employing hundreds of thousands of young people and
generating immense wealth if the young people are facilitated to plug into the global digitat
economy. For this reason, the Govemment will promote investment in the digital
superhighway and the creative economy in order to further enhance productivity and overall
competitiveness.

28. Over the next 5 years, the Govemment will support extension of National Optic Fibre
Backbone infrastructure work to ensure universal bmadband availability. The laying out ofan
additional 100,000 km of the national fibre-optic network is expected to deliver this target.

29. Government will also digitize and automate all critical Govemment processes
throughout the country, with a view to bringing at least 80 percent of all Government services
online for greater convenience lo citizens. To achieve this, the Government will revamp
Huduma Centre Infrastructure to enable end to end physical and digital access to Government
services under the one-stop-shop platforms. Moreover, the Govemment will undertake
measures to bring down the cost of calls and data in order to bring more Kenyans, especially
the youth online for businesses, learning, entertainment and socialisation. This initiative
converges with the efforts to boost the crcative economy and scale up cultural production and
the ans industry. As more services are digitized, the Govemment plans to strengthen its cyber
security capacity in order to pmtect against potential cyber-attacks.

30. To further entrench Kenya's lead in the digital economy, the Govemment wilt establish
a Presidential Advisory Council on Science and Technology Policy thal will ensure a
wholesome Government approach to technological development and use and build necessary
capacities across Government. The Govemment will also promote investment in Konza
Technopolis to bring together industry, academic instirutions and other innovators to co-
invest in emerging technologies to crcate high-quality jobs that leverage on artificial
intelligence, robotics and other technologies and thus enhance regional and global
competitiveness. The establishment of the Africa Regional Hub and pmmotion of the
development of software for export will cement Kenya's position as a digital leader.

1252 Creative Economy

31. Kenya has a highly talented youth in a divene spectrum of creative work which
includes music, theatre, graphic design, digital animation, fashion and craft, among others.
The digital revolution, reinforced by good connectivity has opened up opportunities for this
sector to be a significant economic actor in its own right. Additionally, the creative industry
can add value to Kenya's expo(s such as fashion, leather products and craft industries that
can employ millions of Kenyan youths. To realize these benefits, the Govemment will:
i. Work with stakeholders to expand the space for creativity, including freedom of

expression and protection of intellecrual property rights;

:

I

I

I

I
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ii. Mainstream arts and culture infrastructure (theaues, music halls, art galleries) into the

infrastructure development programme, and identify dedicated streams of resources for

their development;

iii. Work with stakeholders to identify the incentives, capacity building and other support

required from the State to scale up culrural production and the creative economy; and

iv. Mainstream the creative economy in Brand Kenya and commercial diplomacy,

including appointing accomplished Kenyan artistes and creative sector personalities as

cultural ambassadors.

13 Enablers

32. The Government's Bottom - Up Economic Transformation Agenda will be underpinned

by sound and innovative policy and strucnrral reforms targeted at all socio-economic sectors,

Uuining efficient infrastructure, clirnate{hange mitigation mechanisms, as well as foster

strict compliance with the Constitution and the rule of law.

1.3.1 Infrestructure

33. The Government will intensify national connectivity through water, road, rail, pott,

energy and fibre-optic infrastructure to foster an enabling envimnment for economic rccovery

and 
-inclusive growth. The Government is finalising a framework for centralisation of

rcsources to deal with all stalled infrastnrcrure projects'

13.1.1 Water

34. Two-thirds of Kenya's agricultural land rcquires irrigation, against only 4 Percent that is

irrigated. Irrigation is the single most imPortant game changer in agriculture. To enhance

u""is to safq waler for domestic and industrial use, the Government has planned to construct

small and medium dams, water pans, borcholes and large scale dams under "Water 10,(m

Program" and connection of water to 1,000,000 households. This will be done by: Shifting

focus from large dams to household/community water projects, with emphasis on harvesting

and recycling; Where large reservoirs are viable, adopt PPP model (using IPP model); Using

modern technologies on desalination, develop Turkana aquifers using PPP model (potential

to irrigate a million acres of land)l Deploy climate smart agriculture technologies (micro-

irrigation, precision irrigation, hydro and aquaponics technologies).

13.12 Roads

35. Roads are the most important infrastructure in the country. Ovenime, the Government

has pursued ambitious projects that have doubled the number of paved mads. This has aeen

achiived by adopting the 16w Volume Sealed Roads (LVSR) programme resulting in 6O00

kilometres compieted with another 3,800 kilometres under constnrction. The adoption of the

LVSR standard has reduced cost of paving low traflic roads substantially.

36. However, the need for roads remains immense as one third of classi{ied roads need

either reconstruction or rehabilitation. Over the medium term, the Govemment will continue

to invest in road infrastructure by completing all roads under construction. The Govemment

will also prioritize upgrading and maintaining rural access roads as well as improve mad

infrastructue in urban informal settlement and critical national and regional trunk roads that

have the highest immediate economic impact.
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13.13 Electricity

37. Electricity is a vital economic and social good critical for production of consumer goods

and provision of essential services such as health and security. While generation capacity and

lotal electricity connections have increased considerably in the recent years, electricity in the
country remains expensive and unreliable. One of the key contributors to both the cost and
quality of power is the aging transmission and distribution network. The investment required
to upgrade the networt is considerable, nrcre so in the diflicult hnancial situation that the
country is in,

38. To improve reliabilily and bring down the cost of power, the Govemment will:

i. Mobilise the resources needed to revamp the transmission and distribution network and
accelerate geothermal resources development;

ii. Develop Liquified Narural Gas (LNG) storage facility in Mombasa, with a view to
phasing out heavy fuel oil (HFO) from the power generation portfolio. This will also
contribute to meeting Kenya's emission reduction commitments; and

iii. Enforce transparcncy and public accountability of the electricity sector requiring the
Energy & Petloleum Regulatory Authority (EPRA) to publish quarterly system,
linancial and operational performance reports.

39. Further, the Govemment will delink development initiatives fmm the Kenya Power and
let the company to operate on commercial principle. A policy, regulatory and linancing
framework for off-grid community-owned development projects (mini and micro.grids) will
be instituted.

13.1.4 Petroleum and E-mobility

40. Petroleum is the largest import in terms of volume and price in the country, and will
remain an important component for several decades. Price volatility in this commodity is a
challenge for consumers and economic stability. In particular, the recent fuel price escalation
as a result of global price shock has severely affected Kenyans with significant fiscal
implications. In order to stabilize consumer prices against unpredictable swings in global oil
prices, the Government will set up a legal framework to ring-fence the Fuel Stabilization
Fund.

41. The Government will also mll out electric vehicle (EV) charging infrastructure in all
urban areas and along the highways and create incentives for adoption of electric mass transit
systems in all cities and towns; provide financial and tax incentives for public service
vehicles and commercial transporters to convert to electric vehicles; leverage the financial
support thal will be provided to the bodaboda sector through the Hustler Fund, to develop the
nascent electrical vehicle (EV) and motorcycle assembly industry. Accelerating transition to
electric vehicles is a win-win pmposition in terms of contributing lo Kenya's emission
reduction commitrnent, cheaper transport, and leveraging on the large local and regional
motorcycle market to build an electric vehicle industry.

13.2 Manufacturing Sector

42. The manufacturing sector has been declining as a percent of GDP in the recent years. To
improve productivity in the sector, the Govemment has adopted a value chain approach

through the Bottom-Up initiative that will address the bottlenecks that impede the growth of
manufacturing sector and enhance the country's competitiveness. The value chain adopted

I

9 2023 Budget Policy Statement



enables analysis of the economy on a competitiveness angle and to addrcss the bonlenecks
that impede the growth of the manufacturing sector in a deliberate llulnner. The value chains
highlighted below are examples and are by no means the only ones:

13J.1 Lcather end l-cather Products

43. Kenya has a big potential to develop its leather sector given the available market in
uniformed services and schools. Key challenges in the sector arise from: poor quality of hides
and skins, lack of skills, and limited leather factories in the country. As part of the economic
tumaround strategy, the Government will support value chains in the leather sector in order to
incrcase recovery and enhance quality of hides and skins to enable crcation of 100,000 jobs
per year. Towards this end, the Government will:

i. Reinstate hides and skins buyers, exporters and importers licenses in the Hide, Skin and
[-eather Trade Act (Cap 359);

ii. Facilitate colleclion, preservation and delivery of hides and skins to taDtreries;

iii. Map out existing MSMEs in the value chain in Narok, Athi-River, Isiolo & Wajir;

iv. Complete development of Kenya [rather Industrial Park (KLIP), Kenanie through
provision of industrial power sub-station, storage, reticulation of water; ICT
infrastructure, and security; and upgrading and completion of road networks;

v. Complete construction of Common Effluent Treament Plant (CETP);

vi. Optimize Ewaso Nyiro tannery to produce up to finished leather;

vii. Support establishment of processing clusters in Isiolo, Wajir, Narok, Ewaso Ng'iro;

viii. Facilitate local production of accessories for footwear and leather articles;

ix. Link MSMEs with uniformed forces, schools and other instirutons to provide a martet
for locally made leather wears; and enhance market linkages for finished leather goods

& products for export; and

x. Sensitize MSMEs & create public awareness on commercial opportunities in the value
chain within the cluster areas.

1322 Buildlng and Construction Materlals

zl4. Building producs arc cufiently one of Kenya's leading manufactured exports to
neighbouring countries. To support building and construction value chains, the Govemment
will:

I

a

ll

ul.

lv.

vl.

Initiate the establishment of industrial park for construction materials;

Enhance manufacture of construction materials (clinker, cement, cabms, prefabs)
locally;

Complete the modemization of kiln and installation of new moulds for cabros and
prefabs;

Pmmote use of Jua Kali products (mass fittings);

Pmmote local production of electrical &electronics fittings, cables and products;

Strengthen capacity of Jua Kali MSMEs to produce high quality products for
construction through skills development, access to technology and certilication;

Enhance testing of construction materials, accreditation of inspections for ongoing
construction, use of professional personnel registered by accredited CABs;

vll.
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viii. Promote use of alternative building materials for construction (soil, plants); and

ix. Ring fence certain components of the low cost housing project for MSMES.

1323 Garments and Textiles

45. Garments and textiles exports is Kenya's third largest componenl at KSh.60 billion and
employing 50,000 people. The sector is however confionted by numerous challenges
including high cost of labour and low agricultural productivity that hampers the
competitiveness of Kenya's garment export. In order to support locally manufacturcd textiles,
the Government will:

ll.

Promote modernization of cotton ginneries, textiles mills and attraction of new
investrnents in integrated textile mills and cotton ginneries;

Launch Luanda Farmers' Cotton Ginnery;

Complete construction of Athi Textile Hub; Textiles Value Addition Centen (Nyando,
Kieni); Naivasha SEZ administration block, access roads, boundary wallsi

Attract investment in manufacrure of garments & apparels;

Capacity building on fashion and design ofclothing & textiles products; and

Promote linkage of MSMEs (tailors) with schools, instirutions to provide a market for
uniforms.

l[.

tv.

vi.

132.4 Dairy Products

46. Dairy and livestock economy are sub-sectors with the quickest economic tumaround
time and they will become key drivers in improving food security, creating jobs and boosting
exports. However, dairy farmers in Kenya struggle with lhe high cost of feed and challenges
of storage, prcservation of milk and access to markets. To supporr value chains under lhe
dairy sub-sector, the Govemment will:

i. Establish cottage industries for animal feeds, in particular, promote animal feeds
production at the Nas€wa Industrial park;

ii. Customize, modemize and equip CIDCs and link with TVETs to promote value addition
of animal feeds;

iii. Supply and installation of dairy mechanization and value addition equipment including:
bulk milk coolers; liquid nitrogen plants; embryo transfer facility; milking parlor; lab
equipment; and feeds equipment; andModemize new KCC plants; fabricate dairy
products machinery and equipment; and pmmote investment in the cold chains.

1325 Edible and Crop Olls

47. Edible oils, primarily palm oil, is Kenya's second largest import after petroleum, on
which the country is spending approximately KSh.60 billion a year beforc the recent price
surge, which pushed the import bill to over KSh. 90 billion. As pafl of ils economic
tumamund plan, the Govemment targets to increase domestic oil crops production from 5
percent to 25 percent thereby reducing importation of edible oil raw materials. Towards this
end, the Government will attract investment to support oil cottage industries; provision of
CMFs and processing machinery for small industries; and expand processing capacity of
existing industries.
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132.6 Tea Sub-sector

48. Tea sub-sector provides livelihoods to millions of Kenyans. Despite is contribution to
foreign exchange eamings, the r€turns to farmers have been declining due to low
productivity, high input costs, low levels of value addition and weak regulatory and
instiotional framework. To enhance productivity and improve competitiveness of the sub-
sector, the Governmenl will undertake the following interventions:

i. Provision of processing equipment to tea cooperatives;

ii. Establishment of tea value addition hub and promote investments into the hub;

iii. Export market development and export promotion including market diversification,
legal and regulatory refomr; and

iv. Pr,ovision of f,rscal incentivei and establishment of warehouse for value added tea in key
development markets.

1.33 Blue Economy

49. Sustainable use of ocean and blue economy lesources remains a key socio-economic
development priority for the Government as a means to end hunger, reduce poverty, create
jobs and spur economic gmwth. Building on the historic 2018 Sustainable Blue Economy
Conference in Nairobi, the Govemment will review the National Blue Economy Strategy to
strengthen community strucores in parricipatory managemenl of freshwater, coastal and
marine resources and ecosystems. The srategy is expected to contribute to socio-economic
development through food and nutrition security, coastal and rural development and income
incrcases along the aquaculrurr value chains, maritime transport and tourism,

1.3.4 The Services Economy

I 3.4.1 Financid Services

50. Kenya is a global leader in financial innovation with access to formal financial s€rvices
standing at 83.7 percent in 2021 largely attributed to the progress made by Kenya to expand
financial access through various channels including mobile money financial platforms. The
Govemment is currently implementing the MSMEs Credit Guarantee Scheme (CGS) to
promote enterprise development through access to quality and affordable credit to MSMEs.
Despite the recent improvements in the Credit Information Sharing (CIS) framework, some

concems persist about its use. This relates largely to the use of adverse credit reports issued
by credit Reference Bureaus, which are used to deny borrowers credit ('blacklisting').
Additionally, continued over reliance on domestic debt poses risk of crowding out 0le private
sector.

5 I . The Govemment will implement targeted interventions to strengthen the financial
services seclor's role in driving the Government's Bottom - Up Economic Transformation
Agenda, cement Kenya's position as the region's financial and technological hub and help
millions of ordinary citizens overcome pressing economic challenges and achieve prosperity.
In particular, the Government will; deploy a credible macroeconomic framework and growth
strategy to strengthen extemal creditworthiness, enabling Government to borrow cheaply
extemally and end crowding out of private sector from the domestic cr€dit market; leverage
on Kenya's well advanced SACCO system to develop a tier thrce financial system that will
facilitate disbursement of affordable credit through the Hustlers Fund to cushion those

affected by the current predatory lending interest rales e.g. rnarket traders, boda boda; and

(

., 2023 Budget Policy Statement



I

)

develop and deploy a robust financial services consumer protertion policy and legal
framework that will protect Kenyans from predatory lenders.

52. To continue leveraging the potential of digital technologies, the Govemment will work
with key agencies such as the Central Bank of Kenya to continue rolling out cost-€ffective
and innovative payment services and protecting wlnerable Kenyans from risks that may arise
from emerging technologies. Over the short-lo medium-term, the Government will be
forurarding and supporting proposals by the Central Bank of Kenya to update the national
payments legal and rcgulatory framework, aimed at strengthening oversight, bolstering
affordability and improve service delivery to Kenyans.

53. To enhance agricultural productivity and support increasing incomes for smallholder
farrners, the Government is implementing the rural Kenya financial inclusion facility pmject
(RK-FINFA) that incentivizes private and public funding for increased rural financial
inclusion and green investnrents by agriculture value chain stakeholden. The project's
intervention will benefit 190,0fi) rural Kenyan households and 4l financial instirutions.
These inter,ventions will stimulate rural employment, especially among the rural youth,
women and wlnerable members of society. The pmject is also contributing to the
Government's focus on using public private pafinerships financing for commercially viable
projects by leveraging development funding to prc-actively stimulate the interest of the
financial institutions to expand the volumes and outreach of their agriculrural and rural
operations.

13,42 Tourism Sector

54. Tourism is a historically important sector for the economy, in terms of forcign exch&nge
earnings and job creation, To support the sector, the Government will focus on a bottom up
job-crcating tourism industry by: i) Nurturing a tourism ecosystem that supports independent
travel particularly for young people, including quality and secure budget hotels and bed and
breakfast facilities, alfordable budget air travel !o all parts of the country and safe road travel;
ii) Diversify Kenya's tourism by promoting niche market products, notably advenrure, sport
and culrural tourism; and iii) Diversify source markets to include African markets.

13.43 Aviation Sector

55. Aviation is a strategic industry for the economy. It is vital for the tourism industry,
exports of frcsh produce and maintcnance of Kenya's position as a regional hub. The Kenya
Airways had demonstrated that Kenya could become a global aviation hub. To support the
aviation industry, the Government will develop a tumaround strategy for Kenya Airways. A
critical plank of this strategy will be a financing plan that does not depend on operational
support from the exchequer beyond December 2023.

13.5 Environment snd Climate Change

56. Environmental conservation and response to the impacts of climate change are at the
centre of the Government's socio-economic transformation agenda. Provision of a cleaner
and safer environment is consistent with the Constitutional obligations and will cement the
country's position as a global leader in environmental protection and sustainable
development. To actualise this, the Government will continue to mainstream issues of
environment conservation, climate change mitigation and adaptation, halt and reversal of
deforestation, biodiversity loss and land degradation, in all Government programmes and
across all levels of Govemment.
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57. Already, the Government has commenced its plan to grow 15 billion trees- across the

country by iO:0. ttre goal is to increase the national tlee cover from the current 12 percent to

30 percent over that period. This will ensure that the counEy athins the Constitutional

mandate of at least l0 percent land area forest cover. The reforestation programme will be

implemented through the Ministry of Environment, Climate Change and Forestry in

collaboration with 
-County 

Governments and other stakeholders both local and foreign

including youth and women gmups, civil societies and religious organisations. To achieve

rhis, thJ Go"".nnl"ot will continue to support efforts by the Kenya Forestry Research

Institute (KEFRI) to produce high quality tree seedlings in the 18 Tree Seeds Centres

countrywide.

58. In pursuit of the climate change agenda, Kenya's commitment is to reduce greenhouse

gas emissions by 32 percent by 2030 as contained in Kenya's Nationally Determined

Lontribution (NOC). Towards this end, the Govemment will adopt a Bottom-Up 3P

solutions (people, planet, profit) whose priority value chains include: biomass enelgy (wood

fuel), agro-forestry and sotid waste management. The strategy will involve modemiz,ing and

"om.e."i"liring 
the charcoal value chain by adopting modem kilns, decriminalize the

charcoal trade, iupporting scaling up of clean cooking technologies and promoting youth-

owned and operated briquette-making enterprises.

59. In solid waste management, the Government working with the private sector has

developed a European model called Extended Producer Responsibility (EPR) based on

household level separation that is unlikely to be practical beyond the urban middle class. The

Govemment will complement EPR system with a Bottom-Up community-based value chain;

organise waste collectors into cooperatives and provide circular economy waste separation

sites.

60. To ensure sustainable funding of climate change action and grcen economy initiatives,

the Govemment will implement Green Financing as a flagship programme to transition to a

low-carbon, climate rcsilient and grcen economy through incorporation of risks and

oppomrnities resulting fiom environment and climate change in the Flnancial sector. This

would be implemented through establishment of Grcen Finance Coordination Framework of
public and private green finance to enhance operational effectiveness, identify common

.h^ll"ng"r, en"our"g" peer learning, and limit duplication of efforts. To further enhance

increasi of financial flows for climate action, the Government will develop and implement

policies and strategies to tap into the global carbon market opportunities, green and climate

hnancing mechanisms such as Green Climate Fund, promote green hnds and debt for

climate swaps among others.

61. In order to deliver locally-led climate resilience actions and strengthen National and

County Govemments' capacity to manage climate risks, the Govemment in collaboration

with ievelopment Partners developed an innovative Financing Locally-led climate.Action
(FLLiCA) Progo.. The Pmgram is designed to encourage cross-agency collaboration and

vertical linkages from community level up to national level in addressing climate change.

The programme is supporting counties to put in place participative climate change policy and

legislative frameworkJ in order to be able to access pooled finance to suPport implementation

of locally-led climate actions.

1.3.6 Educatlon and Tralning

62. Education is the ultimate means of ensuring an equitable society. As part of its

economic tumaround and inclusive growth strategy, the Government will facilitatc

impartation of the necessary skills and competencies to learners from pre-primary to the

I
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tertiary level, rcgardless of background. This will enable leamers to effectively play their part
by contributing to the nation building effort, and partaking of the dividends of shared
prosperity.

63. As part of the process, the Government undertook to review the Competency-Based
Curriculum following the concerns of many stakeholders, especially parcnts and teachers.
This was done under the auspices of the newly set up Presidential Working Party on
Education Reforms. The Frndings and recommendations fmm the Wor{<ing Party shall inform
subsequent necesssry intervention to ensu€ that Kenya delivers the calibre of education,
skills and training needed to successfully pursue sustainable development. In order to
increase the teacher to learner ratio in primary and secondary schools, the Govemment has
provided resources to the Teachers Service Commission to recruit 30,000 teachers.

64. Other reforms in the education sector include:

i. Pay for in-service teacher training initiated by Government and bridge the current
teacher shortage gap of I 16,000;

ii. Establish a Special Service Tariff for all leaming institutions for basic uri[ties such as
water, electricity and Inlemet connection;

iii. Improve capacity of day secondary schools to guarantee access to quality education
and reduce the costs. Currently, 72 percent of learnen in secondary schools are in day
schools, while only 28 percent are in boarding schools;

iv. lrveraging technology in Education through Integrating technology in curriculum
assessment by developing an online assessment system and enhancement of digital
content and crcative industry to have appropriate content accessible in Kenya
Education Cloud;

v. The National Education Management Information Sysrem (NEMIS) reengineering for
leamer tracking and govemance moniloring in the Education Sector and establishment
of NEMIS Steering and Technical Teams to oversee the data management in the
sectoE

vi. Establish a National Skill and Funding Council that amalgamates HELB, TVET and
University Funding Board and increase funding to bridge the current 45 percent gapi

vii. Build a fully equipped Technical Training and Vocational Education Training
Institution (TVET) in the remaining 52 constituencies, equip ICT labs in 218 TVET
institutions with equipment to create digital labs and Establish Science and
Technology Park;

viii. Set up a National Open University to increase access and reduce the cost of university
education while making 100 percent transition to higher education a rcality;

ix. Establish a one-year paid National Internship hogramme for all students graduating
from teachers, technical and medical colleges and universities, by collaborating with
industry players;

x. Increase funding for rcsearch and development from the cunent 0.8 percent to 2
percent of GDP in accordance with the Science and Technology Innovation (ST&I)
Act 2013 as per the bottom-up economic agenda. Additionally, incentivize the private
s€ctor to contribute towards research;

xi. Double the amount of money allocated to the school feeding programme to
immediately raise the numb€r of beneficiaries fmm two million to four millionl and to
provide conditional grants to County Governments to extend the programme and raise
the numbers to 8 million in primary and Early Child Developmenr (ECD) schools; and

)
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xii. Domesticate teacher recruitment and deployment at entry level according to the

UNESCO teacher deployment practice which fieats education as a cultural process

conducted within a people's cultural context at the local level. To deal with the

challenge faced by teachers resulting from delocalization, the Government will replace

rhis poiicy with a nationalization programme which will incentivize teachers who

choose to serve in other parts of the country.

1.3.7 lVomen Agenda

65. The participation of women in key sectors of the economy is minimal, and a vast

majority of U"m remain in low-income jobs or enterprises and endure poor working

"onaitioor. 
Women are also largely excluded from govemance and political institutions. As

part of its inclusive strategy, the Govemmenl will:

i. Provide financial and capacity building support for women through the Hustler Fund

for women-led co-operative societies, 'chamas" merry-go-rounds and table banking

iniriatives and protect them from predatory interest rates charged by unscrupulous

money lenders;

ii. Implement the two-thirds gender rule in elective and appointive positions in the public

secior within 12 months after the elections including 50 percent cabinet positions for
women and increase the number of, and personnel at, gender desks at police stations:

iii. Increase funding for the Anti-Female Genital Mutilation (FGM) Board and fully
implement the anti-FGM law;

iv. Establish a social welfare fund for Kenyan women working abroad to pmvide a safety

net for disuessed diaspora citizens;

v. Ensure availability of clean, safe, environmentally-friendly and affordable cooking

fuels;

vi. Ensure access to education and provide free sanitary towels in all schools and public

washrooms; and

vii. Take administrative measures to ensure 100 percent enforcement of the spousal

consent legal provisions in land transactions to cushion women and childrcn from

dispossession of family land.

1.3.t Social Protection

66. At the heart of the Govemment's development agenda, is the inclusion in society and

employment opportunities for the wlnerable members. The National Social Security Fund

NSSfI payrotl Aeduction system is nor divers€ enough in an economy where 85 percent of
workforie 

-is 
not on formal payrolls. To address this, the Government will establish a

universal social security tyrtim, 
"n"o.passhg 

pension, occupational hazard and

unemployment insurance.

67. The Govemment will also continue to support wlnerable mcmbers of the society

through the Social Safety Nets Programmes (Inua Jamii), the Hunger Safety Net kogramme

and the National Council for Persons Living with Disabilities Fund. To protect the elderly,

the Government will push for attainment of 100 percent NHIF coverage for senior citizens

within rhree years; revamp the cash transfer pmgrammes for elderly and vulnerable

households to improve operational efficiency, prompt payment accountability and coverage;

invest in education and training for caregivers and medical staff to fitl the gap of skills in the

provision of specialised carc for older people.
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68. To protect the welfare of children, the Govemment commits to eradicate malnutrition
within five years; increase access to early stimulation and leaming, and to prioritise an
integrated package of services for children; and improve learning outcomes by connecting all
schools to the intemet.

69. To support people living with disabilities (PWDs), rhe Covernmenr will rarger for l0O
P€rcent NHIF coverage for PWDs; integrate schools to allow children with disabilities to start
interacting with the gener&l public at an early age to restore their confidence and self-esteem;
and merge the National Fund for the Disabled of Kenya (NFDK) with National Council for
Pecons with Disabilities (NCPWD) and ensure parliamenrary oversighr for accountability.
The Govemment will also set aside 15 percent of all public-funded bursaries for pupils with
disabilities; and ring fence adequate percentage of the Hustlers Fund for PWDs.

1.3.9 Sports, Culture snd Arts
70. The Government recognizes sports and the afls as a mega industry that can employ
millions of youth and help grow the economy. Kenya sporting pnowess portends tremendous
opponunity to build a sports economy value chain that includes hosting of international
sporting events, training facilities and manufacturing of sports apparel and equipment.

71. To support the sports industry, the Government has moved with speed to get the
country's football back, pmtect Kenya's athletics pedigree from doping, and sheamline
collection and distribution of royalties ro artists. Through the revolutionary 'TALANTA
HELA' Plan, the Govemment will rebuild and monetise sports and creative industry. As part
of the inclusive gowth plan, the Govemment will champion a grassroots football
development program that will see National Govemment work with County Governments to
invest heavily in youth football. Arrangements are at an advanced stage to launch a Bottom-
up football toumament to be contested by under-19 teams from all 4? Counties.

72. To further hamess the potential of the sports and arts industry, the Government will:
identify sustainable sourres for sports funding and consider setting up of a national lottery,
tax incentives for colporate sponsorship, a dedicated or ring-fenced tax and Public-private
Partnenhip framework for infrastructure development. The Govemment will also review the
Sports Act; and establish and resource adequately a dedicated function within the Tourism
Promotion Council to atE8ct intemational sporting events; and leverage on the country's
international athletics brand to develop a domestic spo(s apparel manufacturing cluster.
Furrher, the Government will expand the National Youth Talent Academy to include all
sports and simultaneously devolve it to County level; introduce County Sports Talent
Academy with the capacity to systemarically identify promising sporting tatent and provide
necessary support through sponsorship to further their skillvtslent.

1.3.10 Youth Empowerment and Developmert Agends

73. Towards lhe realizalion of lhe Govemmenb development agenda, deliberate efforts will
be undertaken to leverage on bmader youth empowerment and development infrastructure
that support various facets of youth Agenda in Kenya. This crilical population cohort will be
hamessed to realize the demographic dividends in various sectors of economic tansformation
to address youth unemployment as one of the key challenges.

74. The Govemment will continue to support hamessing youth talent and innovation;
inculcating entrepreneurial culture among the youth; up-skilling youth for employability;
establish youth innovation and incubation hubs to strengthen capacity for youth talent and
innovations development; establish youth innovation awards; support targeted programmes
for employment creation focusing employment, education and training (NEET); and enhance
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community-based youth social development interventions. To monitor on the efficacy of
youth development interventions, the Government will develop a National Index for Youth

Development and appropriate legislations for youth development in the Country.

1.3.1I Governence

75. The Govemment's commilment for the next five years is to scale up the implementation

of the provisions of the 2010 Constinrtion, strengthen the rule of law, increase access to
justice, ensure respect for human rights and respect the United Nations Sustainable

Development Goal Number 16 on peace, justice and strong institutions. Most imPortantly, the

Government shall endeavour to ensurc zero tolerance to comlption by making all public

servants accountable, and submitting to the oversight of Parliament and other constirutionally

mandated institutions.

76. To strengthen govemance, the Government appointed foul Court of Appeal and two

Environment and t and Court judges, and 20 judges of the High Court. The Government has

also escalated the actualisation of the Judiciary Fund that will increase the allocation of
r€sourrces to match the needs of enhancing access to justice throughout Kenya. Over the

medium term, the Govemment will:

i. Equip the Attorney-General's Office with the resources and ability it needs to safeguard

the public interest in court, legislatinS, negotiating international agr€€ments, and

signing of contracts. This will minimize the needless litigation and costly fines;

ii. Bolster the frnancial and technical capabilities as well as the independence of all

independent (chapter 15) institutions to make sure they are capable of defending the

national intercst and the people's sovereignty;

iii. Institutionalize human rights-based approaches to Counter-Terrorism (CT)' including

strcngthening the Special CT Courts to ensur€ s@y and fair trials;

iv. Strengrhen the office of the Registrar of Political Parties (oRPP) by opening county

officesl

v. End the weaponization and politicization of the anti-comrption efforts by allowing the

relevant institutions to freely exercise the independence given to them by the

Constitution;

vi. Granr financial independence to the Ethics and Anti-comrption commission (EACC)

and the police to end their reliance on the Office of the President; and

vii. Promote accountability and openness in the management of public affairs,

institutionalizing open governance in all State organs and agencies, and publishing an

annual State of Openness RePort.

l3.l 1.1 Public Servic.e Transformation

77 . The quality of the human resource is crucial for social economic development of the

Country. The Gou".nment Transformative Agenda will require highly skilled, agile and

,"sponiir" Public sector workforce well equipped with requisite skills, knowledge attitudes

and competencies.

78. The quality of the human rBsource is crucial for socio-economic development of the

country. The Kenya Kwanza Govemment's Bottom - Up Economic Transformation Agenda

focuses on economic tumaround and inclusive growth. The tumaround will require Kenya to

build a highly skilled, agile and responsive public sector workforce well equipped with

requite skiils, knowledge, attitudes and competencies needed to realize these objectives. The
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public service should &us be innovative, creative, flexible and adaptive to the needs of the
county and by extensions, the needs of the citizens in view of the nation development
priorities.

79. Towards this end, the Government will focus on building human capital consistent with
merit system principles that will include modernizing policies and practices for training and
human development of its staff. As parr of the process, life-long training, education and
development o mold the kind of human resources required to take the country to the next
level of development will be prioritized. This will include putting in place robust policy
mechanism in place to ensurc both scarce and high priority skills are available under the
public service in both the National and County Govemments. To achieve this, the Public
Service will embrace competency based human resource management and development
framework. To achieve this, the Govemment both at the National and County lrvels will
review and implement human rcsource policies, procedures, laws, regulations, strategies and
guidelines to improve and transform service delivery, especially in Agriculrure, MSMEs,
housing and settlement, healthcare, digitat and creative industry sectors.

80. The Government has been advancing citizen-centered public service delivery through a
variety of channels, including deploying digital technology and establishing citizen service
centres across the country. Going forward, Government service delivery through digitation
and automation of Government critical process and in an effort to ensure availability of 80
percent of its service, strategies will be put in place to enhance Govemment E-services, E-
Govemment and Huduma service delivery platforms. In addition, the Govemment will
develop strategies and plans for performance management effectiveness in the public service
through reengineering for the current performanc€ management framework.

81. Further, the Govemment will upgrade the existing GHRIS and developed a 'unified
Human Resource (UHR) System' for the Public Service to ensure the Public Service Human
Resource Data and Wage bill is consolidated in one system for ease of decision-making. The
consolidated Human Resource data and payroll information will eventurtly be linked with
other systems such as the Integrated Financial Management [nformation System (IFMIS),
Kenya Revenue Authority (KRA), iTax system, the National Registration Bureau (NRB),
among others.

82. In order to facilitate the desired consolidation of HR/payroll in the Public Service, each
public servant is required lo have a lifetime unique identification under the Unified Payroll
Number (UPN) Generation/Allocation Module centrally managed by the Ministry responsible
for Public Service. The acquisition of Unif,red Paymll Number (UPNs) is prcrequisite for a
Public Service organization to use the shared Unified HR platform.

83. The Govemment, is commined to build a robust, hardworking and dedicated human
resource in the public service. Towards this end, a framework to guide in development of
carcer management in the Public Service and Generic guidelines on career guidelines for staff
in the counties will be developed. This will go a long way in attracting, motivating and
rctaining suitably qualilied staff in the Service who clearly undentand their well-defined job
descriptions and specifications.

84. In the same spirit, ihe Govemment will ensure that fit for purpose organizational
structures and optimal staffing levels are developed for all Ministrieystate Departments,
Agencies and Counties in line with the Executive Order No. I of 2O23 on the Organization of
the Government of Kenya in order to realign their mandates with the Kenya Kwanza
Manifesto.
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13.112 Strengthening l*adership Accountability and De Pensonalising Politics

85
will:

i.

To strengthen leadership accountability and de-personalising politics, the Government

ll-

Hold an annual State of the Nation Forum as an exlension of the country-wide

consultative economic forums that have been a core component of our campaign, as a

platform for dialogue whose recommendations will inform the State of the Nation

Address to Parliament, and to include appropriate monitoring and evaluation

mechanisms as required by Article 132( I )(c) of the Constirution;

Establish an engagement platform which will recognise and engage micro, small,

medium and large business ownen, civil society, faith-based groups, youth leaders,

women leaders, among others, to address the cohesion and inequality challenges of the

country;

iii. Review the role of the National Cohesion 8nd Integration Commission with a view to
repealing the NCIC Act;

iv. Operationalise the Public Benefits Organisations Act and expand space for

Government-NcO partnerships and collaborations; and

v. lrgislate an affirmative action framework to implement Anicle 56 of the Constitution

rcgarding minorities and marginalised groups.

f 3.f 13 Strengthming Devolution

86. To enhance devolution, the Govemment will: complete transfer of all functions

constitutionally earmarked to counties within six months; and develop a framework for

ensuring that state-owned ftrms carrying out devolved or shared functions adhere to lhe

principGs of govemance and ensure that the principte of funding-follows-functions is

"dh",ed 
to with respect to all devolved functions. The Govemment will also improve county

Governments' capacity to generate their own income and reduce over-reliance on transfers

fnom the National Government; and ensure that shareable revenue is transferred to counties in

a timely snd predictabte manner and in accordance with the law-

f3.fl.4 Security

87. The security sector is critical to long-term sustainable development and poverty

alleviation by ensuring safe and fair systems to enable people to work and business to

operate. Despite steps towards reform, many challenges still exist in effective implementation

oi security sector refotms as is evident in continued cases of political interference, Poor
leadership and dismal performance, comrption, aMuction, torture, disappearance and murder,

extrajudicial killings and a lack of effective oversight and accountability.

88. To reverse this, the Government has successfully engaged security sector stakeholders

to re-orient policing operations. This has ushered in a new policing paradigm geared towards

achieving a high level of security for citizens while observing their rights and fr€edoms to the

greatesl extent. To strengthen policing services, the Government has executed the necessary

instrument to actualise the financial independence of the National Police Senice in the

realisation that this is the substantive enabler of genuine instirutional independence. The

operational independence of the police is necessary for its effrciency, professionalism and

accountability. The Govemment established a taskforce on police reforms in December 2022
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to review the remuneration and terms of all ofhcers in the security sector to be commensurate
with the cost of living.

1.3.12 Foreign Policy end Regional Integration

89. Kenya's significance in world affairs is demonstrated by the fact that it is considered an
anchor State in the Eastern African region. It hosts the only United Nations headquarters in
the Global South (United Nation Environmental Program and HabiraQ, serves as a hub for
intemational organisations, and is a key player in peace and security initiatives in the region.
The Government will promote friendly relations with our neighbours, play a leading role in
regional and pan-African affairs, collaborate with our international partners, and uphold our
commitment to the international community.

90. The Govemment will develop a creative and robust forcign policy whose pillars will be:

13.12.1 Economic and Commercial Diplomacy

91. This entails leveraging our international engagements to crcate opportunities for our
citizens, businesses, and investors. In particular, we aim to expand the market for our
products and services by taking advantage of our membership in regional organisations such
as the East African Community, the Common Market for Eastem and Southern Africa
(COMESA), the African Continental Free Trade Area (AfCTA), and the Intergovernmenral
Authority on Development (IGAD). The administration will also take advantage of Kenya's
status as tech powerhouse to further drive economic interest of the country.

13.122 Anchor State

92. Kenya Kwanza will strengthen Kenya's mle as an anchor State in regional, continental,
and global affain. we will continue to lead efforts to advance regional stability and peace,
aid global initiatives to counteract violent extremism and cooperate with other countries as a
reliable ally or neighbour. Deploy robust, creative and engaging foreign policy to raise
Kenya's profile as a regional anchor State and amplify our parhership with the rest of the
world, including Africa, China, US, Europe, UK and India, among orher parfiers.

13.123 Global cittzenship

93. This entails supporting the work and decisions of intemational organisations that Kenya
has joined or ratified. These include the African Union, the East African community and the
UN and its affiliates. Our foreign policy will be global in scope, but it will have a more pan-
Africanisl stance, placing more focus on causes that improve the welfare of Africans
worldwide. we will not only deepen our bonds with our long-standing intemational and
bilateral partners, but also extend our friendship to anyone with whom we share a mutually
beneficial relationship.

13.12.4 Diaspora

94. About three million Kenyans arc currently living in various parts of the world and
constirurc Kenya's diaspora community. This population continues to form an integral part of
the Kenyan economy and social fabric. The Govemment, therefore, intends to engage the
Kenyan Diaspora in a more constructive and productive manner to unlock and unleash their
full potential. This will be through:
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i. Improving delivery of Government services through decentralising services and

functions of Kenyan missions abroad;

ii. Establishing a diaspora forum which will review progress of national Government

services to the diaspora and make the necessary recommendations;

iii. Establishing new and enhance trade and investment channels in order to Promote
further local invesEnent by Kenyans living in the diaspora;

iv. Facilitating accreditation and endorsement of Kenya's qualifications and skills with

those of ioreign countries for easy access into higher education and foreign jobs by

Kenyans living in the diasPora;

v. Facilitating the portability of knowledge, skills, innovation and technical rcsources

available in the diaspora for national development;

vi. Establishing a social welfare system for Kenyans living in the diaspora, by exploring

and implenrenting the portability of social pmtection;

vii. Engaging our sportsrnen and women and other eminent Kenyans to Promote Patriotism
and social cohesion in Kenya and globally; and

viii. Promoting the Kenyan brand and appoint brand ambassadors who will market Kenyan

sewices and products and equally increase the global market share of these services

and products.
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^ 1.4 Implementation Framework

95. The policy priority areas in the Bottom - Up Economic Transformation Agenda will be
implemented through a framework anchored on three pillars namely; prioritisation,
sequencing and financing.

1.4.1 Prioritlsetion

96. Prioritisation is critical because resources are scarce but also because we do not have the
capacity to do everything at once. Limited rcsources mean that we must chose, but choosing
one Person's preferences over another can crcate winners and losers, thereby undermining the
goodwill needed o have everyone pulling in the same dircction. It is, therefore, imperative
that transparcnt objective criteria are used, and everyone is able to see what is in it for them.

97. The priorities in this plan have been chosen based on the impact on six objectives
which, in our view, hit the most birds with the fewest stones, namely, bringing down the cost
of living, eradicating hunger, creating jobs, expanding the tax base, improving our foreign
exchange balance and inclusive growth. These criteria led us to five sectors that form the core
pillars of this plan. These are: Agriculture Transformation, Micro, Small and Medium
Enteryrise (MSME) Economy, Housing and Settlement, Healthcarc, and Digital
Superhighway and Creative Economy.

1.4.2 Sequencing

98. The imperative to alleviate the suffering that Kenyans are undergoing makes sequencing
critical. In the context of severe resource constraints, interventions that can increase
Govemment rcvenue quickly, making it much easier to finance other things. we also have to
think about those interventions that have long gestation periods but very significant impact in
a few yean', and only if they are initiated in good time. These considerations have led us to
estsblish four timeframes as follows:

r Quic* wins. These are interventions that will have economic impact within six
months. Examples include dairy and seasonal crops and resolution ofpending bills.

. Short 3erm. These arc interventions that will deliver impact within 6 - 18 months.
Examples include establishing feedlots for canle and rehabilitation of crops such as
coffee and cashew nuts.

. Medium term. These are interventions that will deliver impact between l8 - 36
months. Examples include housing programmes, Universal Health Care (UHC),
coffee, fruit and nut trees.

. [.ong terrn. These are interventions whose impact is expected to be felt between 3
and 5 years and beyond, but need to be started in good time.

1.43 Financing Prlnciples end Fremework
99. Fiscel consolidation. The plan musr be financed within a budget deficir targer of 3
percent by financial year 2026127. This will be achieved by (a) Ensuring thst revenue
pmjection will not exceed the average growth in preceding three years and expendirure
growth cap@ at 75 percent of the revenue growth rate, and (b) Budget neutrality. For new
prograrnmes to be financed, the resources must be r€leased by another programme or project
that is either completed or closed.
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lOO. Infrsstructure Fund/Bank. An infrastructure fund will be established with initial

capitalisation from privatisation proceeds, with a view to progressively reducing the

financing of commercially viable infrastructure pmjects fmm the budget.

l0l. Aid nes)unoes. Water, hslth, education and environmenuclimate change will bc

prioritised in the utilisation of grants and concessional loans.

lO2. Pending bitls. To remove pressure of settting pending bills from the annual budget

allocations, a transactions advisor witl be engaged to advise on securitisation of the

outstanding bills subject to verification.

Ddivery: Value Chain APProach

103. Competition for resources among sectors often undermines rational allocation of
resources, and also wastage due to duplication, fragmentation and lack of coordination' To

mitigate this, the Govemment has adopted a value chain approach in budgeting. Under the

prociss, the budgeting for the priority progranunes will be done through a value chain

approach under five clusters: i) Finance and Production Economy; ii) Infrastructure; iii) I-and

ani Natural Resource; iv) Social Sectors; and v) Govemance and Public Administration. This

process ensures there is no break in the cycle in the resource allocations for a value chain-

ih" pro."$ also ensues adequate tesources are allocated to any entity along the value chain

and helps to eliminate duplication of roles and budgeting of resources'

I
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II. RECENT ECONOMIC DEVELOPMENTS AND MEDruM.

TERM OUTLOOK

2.1 Overview

104. The Kenyan economy continued to expand in 2O22, albeit at a slower pace than the 7.5
percent recorded in 2021. Real GDP is expected to have grcwn by 55 percent in 2022
supported by the services sector despite suMued performance in agriculture and weaker
global growth. The economy is projected to rebound to 6.1 percent in 2023, rcinforced by the

Government's Bottom - Up Economic Transformation Agenda geared towards economic
turnaround and inclusive growth.

105. The coordination between monetary and hscal policies continued to support
macroeconomic stability with intercst rates remaining relatively stable. Yesr-on-year overall
inflation rate declined for the third consecutive month in January 2023. lnflation rate eased to
9.0 percent in January 2023 from 9.1 percent in December 2022 and 9 5 percent in November
2O22 due to a decline in food prices following the favourable rains and declining
intemational prices of edible oils. However, this inflation rat€ was higher than the 5.4 percent
recorded in January 2022.

106. The extemal sector has remained slable despite the tight global financial conditions
attributed to strengthening of US Dollar and uncertainties regarding the ongoing Russian-
Ukraine conflict. Due to the stnong dollar, the exchange rate to the Kenya shilling, like all
world currencies, has weakened but strengthened against other major intemational currencies.
The current account deficit was generally stable at 5.2 percent of CDP in the 12 months to
November 2022 compared to 5.4 percent of CDP in November 2O2l on account of impmved
receipts from service exports and resilient remiuances. The ofFrcial foreign exchange rcserves
at 4.2 months of imporr cover in November 2022 continues to provide adequate buffer
against short term shocks in the foreign exchange martet.

107. The fiscal policy continues to pursue gmwth friendly fiscal consolidation to preserve
debt sustainability. This will be achieved thmugh enhancing revenue collection and curtailing
non-core expendinues while prioritizing high impact social and investment expenditure. As
such, fiscal deficit is projected to decline from 5.7 percent of GDP in FY 202U23 to 4.4
percent of GDP inFY 2O23124.

22 Recent Economic l)evelopments

Global and Regional Economb DevelopmcnE

108. Global economic outlook has become more uncertain - reflecting the impact of the
ongoing Russia-Ukraine conflict, elevated global inflation, lingering effects of COVID-19
pandemic, and persistent supply chain disruptions. Global growth is projected to slow down
to 2.9 percent in 2023 from the estimated at 3.4 p€rcent in 2022 milnly driven by sluggish
growth in advanced economies. The advanced economies is projected to decline from the
estimaled 2.7 percent in 2O22 a I 2 percent in 2023 reflecting slowdown in the growth in the
USA, Euro Area and United Kingdom.

109. Growth in the emerging markets and developing economies is projected to rise modestly
to 4.0 percent in 2023 from an estimated 3.9 percent n 2O22 munly &iven by recovery of
activities in China with the full reopening ia2023. China economy is projected to improve to
5.2 percent from 3.0 percent in 2O22 (Table 2.1). In the sub-Saharan Africa region, growth is

I
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Fojectod to remain nroderate at 3.8 percent n 2023. This outlook reflects Nigeria's rising
gowth in 2023 du€ 0o measules io addrcss insecurity issues in the oil sector.

TrHe 2.1: Globd Fmromic Grcwth, Penceot

ol
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ll0. The Kcnyan economy demonstrated remartable rcsilienc,,e and recovery from COVID-
19 shock due to the diversified nature of the economy and the proactive measures by the

Govemrnent 0o support businesses. The economy expanded by 7.5 percent in 2021, a much
sronger level hom a cootsaction of03 pelcent in 2020 Gfgur€ 2.f).

2J: Annual Red GDP Growth rst s

Sowcc of Dau: KcnSla National Bunau of Statistics, Thc Nalional Trcasvry

lll. The growth momenrum cutinued in the first tfuee quafiers of 2022 averaging 5.5
percent despite subdued performancc in agricultue and weakcr global gfowth.The economy

$ew by 6.7 percent in the first quarter and 52 percent in the second quartrr comPared to a
growth of 2.7 percent atrd I I .0 percent in similar quarters tn 2021.

I12. In the third quarter of 2022, the economy gew by 4.7 percent comp8red to I gtowth of
93 percent in the corresponding quarter of 2021. Most sectols posted slower growths owing
to the significantly high Srowth rstes recorded in the third quarter of 2021 that signified
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recovery from the impact of the COVID-I9 pandemic. The growth in the third quarter of
2022 was mainly supported by the service sectors, particularly; Accommodation and Food
Service activities, Wholesale and retail trade, Professional, Administrative and Support
sewices, Education and Financial and Insurance activities. The growth was, however, slowed
by declines in activities of the Agriculrure, Forcstry and Fishing, and Mining and Quarrying
sectors

I13. The agriculture sector recorded a conaaction of 0.6 percent in the third qua;rler of 2022
compared to a growth of 0.6 percent recorded in the corresponding quafier of 2021. The
slowdown in performance of the sector was mainly attributed to unfavorable weather
conditions that prevailed in first three quarlers of 2O22. The decline was reflected in
vegetable exports and milk intake by processors. The sector's performance was cushioned
fiom a steeper contraction by improved production in fnrits, coffee and cane.

114. The performance of the industry sector slowed down to a growth of 3.4 percent in the
third quarter of 2022 compared to a growth of 8.3 percent in the same period in 2021. This
was mainly on account of normalization of activities in the manufacturing sub-sector after the
stmng recovery in 2O21. Manufacturing sub-sector expanded by 2.4 percent in the third
quarter of 2022 compared to 10.2 percent growth recorded in the same period of 2021. The
growth in the industry sector was suppo(ed by positive gmwths in Electricity and Water
Supply sub-sector and construction sub- sector which grew by 4.7 percent and 43 percent,
respectively.

I I 5. The activities in the services sector normalized and r€mained strong in the third quarter
of 2O22 after a strong rccovery in 2021 from the effects of COVID- 19 pandemic. The sector
growth slowed down to 6.1 percent in the third quarrer of 2022 comparcd to a growth of I1.4
percent in the third quarter of 2021. This performance was largely characterized by
substantial growths in accommodation and food services, wholesale and rctail trade,
professional, administrative and support services and education sub-sectors.

Inflitioa Rote

t 16. The year-on-year inflation rate eased for the third consecutive month in January 2023
but was still above the 75 percent upper bound target. Inflation rate eased to 9O percent in
January 2023 from 9.1 percent in December 2022 and 9.5 percent in November 2022 due to a
decline in food prices as a result of favorable rains and lower global commodity prices
particularly for edible oils and wheat with the easing of intemational supply chain disruptions
(Flgure 22). However, this inflation rate was higher than the 5.4 percent recorded in January
2O22. Ovetall annual average inflation increased to 7.9 percent in January 2023 compared to
the 6.1 percent recorded n lantary 2O22.

22: Inflation R.ate, Percent
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Source of Dam: Kenyo National Burcau of Sratistics

ll7. Food inflation remained the main driver of overall year-oo-freu inflarfura ia lanuary
2023, contributing 5.2 percentage points, an incnease, comparod ro a c@trihfi.m of 3.2
percentage points in lauary 2022 (Figure 23). The incrcar was meinly eitlrod to
relatively higher prices key fmd items particularly cowpeas, maize grain (loose), bceas,
potatoes (Irish), green grams, and mangoes.

I18. Fuel inflation also increased to contribute 2.4 percentage points to year-on-yeer ovcnll
inflation in January 2023 from a contribution of 1.4 percentage points in January 4n22. This
was mainly driven by increases in electricity prices due to higher tariffs and incrEssod prices
of kerosene/paraffin, diesel and petrol on account of higher intemational oil pries rnd
s.aling down of the fuel subsidy.

I 19. The contribution of corc (non-fmd non-fuel) inflation to yesr-on-year overall infletiryr
has been low and stable, consistent with the muted demand prcssures in the ooooorny,
supported by prudent monetary policy. The contribution of core inflation to overall infl*im
increased to 13 percentage points in January 2023 comparod to 0.7 perc€ntrSe points
contribution in January 2022.

23: Contributions to Infladon, Points

Sorrcc of Dam: Kcnya National Burcau of Stotistics

120. While inflation has been rising and remains high in most economies, Kenya's inflrtioo
rate at 9.1 percent in December 2022 is much lower than that of sonrc countries in thc Sub-.

Saharan African rcgion lhat have double digits' inflation (Figure 2.4).
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Kcnya Shilling Exclunge Rale

l2l. The foreign exchange martet has largely remained stable despite the tight global
financial conditions attributed to strengthening US Dollar and uncertainties regarding the
ongoing Russian-Ukraine conflict. Due to the strong dollar, the exchange mte to the Kenya
shilling like all world currencies has weakened to exchange at KSh. 123.9 in January 2023
compared to KSh. I13.4 in January 2022 (Hgure 25). Against the Euro, the Kenya shilling
also weakened to KSh. 133.4 from KSh. 128.4 over tlrc same period. The Kenyan Shilling
strengthened againsl the Sterling Pound exchange at KSh. 151.3 in January 2023 compared
KSh. 153.6 in lanuary 2O22.

F 2S: s Exc Rate

Sourcc of Doa: Cental 8an* of Kcnyo

122. In comparison to Sub-Saharan Africa currencies, the depreciation of the Kenya Shilling
exchange rate has remained relatively low at 9.3 percent against the US Dollar in January
2023 (Figure 26). The depreciation rate of the Kenya Shilling was lower than that of
Botswana pula, South African Rand, Namibian Dollar and Malawi Kwacha. The stability in
the Kenya Shilling was supported by increard rcmittances, adequate foreign exchange
reserves and improved exports receipts.
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Inbrcsl Rarcs

123. Monetary policy stance rerrains tight to anchor inllation expoctatioos drrc m the
sustaiaed inflationary pressures, the elevated global risks and their potential impact on the
domestic economy. In this rcgard, the Central Bank Rate was ra.ised from 825 perc€nt to 8.75
percent in November 2022 and retained at the same rate on 306 January 2023. (Itlgure 2.7).

124. The inlerbank rat€ increased to 6.0 percent in January 2023 compared to 4.4 percent in
lannary 2O22 while the 9lday Treasury Bills rate also incressed to 95 perent comparcd to
7.3 percent over the same period due to tight liquidity conditions.

2.7: Short Term Intercst Percent

Sourcc ol Dota: Ceatal Ban* oJ Kcnya

125. Commercial banks' lending rates remained relatively stable in November 2022
supported by the prcvailing monetary policy stance during the period. The average lending
rate was at 12.6 percent in November 2022 from 122 percent in November 2021 while the
average deposit rate incrcased to 7.1 percent from 6.4 percent over the same period.
Consequently, the average intercst rale spread declined to 55 percent in November 2022
fmm 5.7 percent in November 202 I .

Money and Crcdit

126. Broad money supply, M3, grew by ?.2 percent in the year to December 2022 corpared
to a growth of 6.1 percent in the year to December 2021 (Table 221. The growth in
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December 2O22 wrs mainly due to an incrcase in domestic credit particularly net lending to
the private sector. This growth was however curtailed by a decline in the Net Foreign Asses
(NFA).

Teble 22: snd Cr€dit (12 Months to Dccember AlZl KSih. btllion)

Sourcc oJ Daa: Central Baa* oJ Kcnya

127. Net Foreign Asses (NFA) of the banking system in the year to December 2022
contracted by 51.9 percent, compared to a contrac{ion of 21.0 perc:ent in thc year to
December 2021. Tlrc decline in NFA partly reflected a reduction in reserves at the Central
Bank due to scheduled debt service, and the increase in commercial bank's borrowing from
foreign sources.

l2E. Net Domestic Assets (NDA) rcgister€d a growth of 16.7 percent in the year to
Derr,mbrr 2022, an improvement compared to a gowth of 12.4 percent over a similar period
in 2021 . The growth in NDA was mainly supported by resilient growth in credit to the private
sector as business activities impmved. Growth of domestic credit extended by the banking
system to the Govemment moderated to I 1.6 percent in the year to December 2022 compared
to a growth of 28.3 percent in the year to December 2021 . Lrnding to other public sector also
declined during the petiod, mainly due to repayments by County Crovemments 8nd
parastatals .

Prilob Scctor Credit

129. hivate sector credit improved to a growth of 12.5 percent in the 12 months to
December 2022 compared to I growth of 8.6 percent in the year to December 2021 (Figure
2.E). All economic sectors registered positive growth rates reflecting incrcased credit demand
following improved economic activities. Soong credit growth was observed in the following
sectors; mining, transport and communication, agriculture, manufacturing, business services,
trade, and consumer durables. Monthly credit flows (month on month) have also improved
fmm KSh. 24.8 billion in December 2021 peaking at KSh. 28.0 billion in December 2022.

130. The Government has launched the Hustlers Fund, as an intervention to correct msrtet
failure problems that led to predatory lending. This program aims o lift those at the bottom
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of the pyramid through structured products in personnel finance that includes savings, credit,
insurance and investment.

2.E: Private Sec'tor Crcdit

Sonlcc ol Dau: Ccntal Bank ol Kcnya

Etu rtul Secbr Dcve lopmenE

13l. The overall balance of payments position improved to a surplus of USD 2245.4 million
(2.0 percent of GDP) in November 2022 from a deficit of USD 976.8 million (0.9 percent of
GDP) in November 2021 (Figure 29). This was mainly due to an improvement in the capital
account despite a decline in the merchandise account rcflecting increased imports of
petroleum products owing to high intemational crude oil prices.

132. The current account deficit was generally stable at USD 5,771.0 million (5.2 percent of
GDP) in November 2022 compared to USD 5,811.6 million (5.4 percent of GDP) in
November 2O21. The curent account balance was supported by an improvement in the net
rrceipts on the services account and tlre net secondary income balance despite a deterioration
in tlrc net primary income balance and merchandise accourt.

2.ft $qhn66 6; (Percent of GDP)

Souce ol Da,a: C.ntol Bonk of Kenya

133. The balance in the merchandise account declined by USD 1238O million to a deficit of
USD 12,186.7 million in November 2022 mainly due to incrcased payments on imports in
spite of an improvement in the export earnings (Table 23). [n the year to November 2022,
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exports grew by 12.4 percent primarily driven by improved receipts fmm tea and
manufactured goods despite a decline in receipts from horticulture. The increase in receipts
from tea exports reflects improved prices attributed to demand from traditional markets. On
the other hand, imports of goods increased by I1.7 percent in the year to November 2022
mainly due to increases in imports of oil and other intermediate gmds.

TeHe 23: Balance of (USD Million)

Soutcc of Data: Cental Ban* oJ Kenya

134. Net receips on the services account improved by USD I,1043 million to USD 1,678.7
million in November 2022 compared to a similar period in 2021. This was mainly on account
of an increase in receipts from transportation and ourism as intemational travel continues to
improve. Net Secondary income remained resilient and increased by USD 4173 million
during the review period owing to an increase in remittances. The balance on the primary
account widened by USD 243.0 million to a deficit of USD 1592.8 million in November
2O22, from a delicit of USD 1149.8 million in t}te same period last year, reflecting higher
interest r€lated payments on olher investrnents.

135. The capital account balance improved by USD I,190.2 million to register a surplus of
USD 1386.3 million in November 2022 compared to a surplus of USD 196.1 million in the
same period in 2021. Net financial inflows rcmained vibrsnt at USD 6,635.1 million in
November 2022 compared to USD 6,6963 million in November 2021. The net financial
inflows were mainly in the form of other investments, financial derivatives and dhect
investsnents. Portfolio investments rcgistered a net outflow during the period.

F oreign E xc hange Re se rve s

136. The banking system's foreign exchange holdings remained srong at USD I I ,407.7
million in November 2022 from USD 13503.0 million in November 2021. The official
foreign exchange reserves held by the Central Bank stood at USD 7J48.8 million compared
to USD 9,3063 million over the same period (Flgure 2.10). Commercial banks holdings
decreased to USD 3,859.2 million in November 2022 from USD 4,196.8 million in
November 2021.
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137. The official rcserves held by the Central Bank in November 2022 rcpresr,ntd 42
months of import cover as compared to the 5.6 months of import cover in November 2021 . It,
therefore, fulfilled the rcquirement to maintain it at a minimum of 4.0 months of imports
cover to pmvide adequate buffer against short term shocks in the forcign exchange market.

2.lo omdd F Rcscrves (USD Miltloo)

Sotrcc ol Daa: Ccntal Bart ol Kcnya

Bonkiag Secbr

138. The Banking Sector remained stable and rcsilient in 2022. The sector was well
capitalized with core and total capital adequacy ratios of 16.2 percent and 19.0 peroent,
respectively, as at end December 2022. These were above the statutory limit of 105 percent
and 14.5 peraent, rcspectively. To build resilience, 5gverid [gnk5 have consolidated and
combined with notable expansion in the region to exploit emerging opportunities. To stop
predatory lending by the Digital Credit Providers (DCPs), the Central Bank of Kenya (Digital
Credit hoviders) Regulators 2O22 werc approved on May 18,2O22.The regulations provided
for the CBK to liense and oversight previously unregulated Digital Credit Providen by
September 17,2022 or cease operation. As at end December 22, l0 applicants had been
granted licenses. CBK will continue with the focus of building a resilient banking sector with
strong business models and governancc franpworks.

Capilt l Ma*.ts Dcvclopae nt

139. Activity in the capital markets slowed down in December 2022 compared to December
2021 due to the outllow of investors as advanced economies tighteDed their monetary policy
amid recession fears. The NSE 20 Share Index declined to I,676 points in December 2022
compared to 1903 points in December 2021 while Market capialization also declined to
KSh. 1,986 billion from KSh.2J93 billion over the same period (I'igur€ 2.ll).
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2.ll: Performence at the Ndrobi Securities

of
Dau: Nairobi Sccuritics Erhangc

23 Fiscal Performancc

l4O. Budget execution in the first half of FY 2022123 pmgressed well. Revenues continued
to record positive growth albeit below target performance. Revenue performance is expected
to pick up in the second half of FY 202A23 to reflect improvement in business environment,
tax policy measurcs and enhanced rcvenue administration by the Kenya Revenue Authority.

l4l. Overall expenditures werc above pmgrsmme urge underpinned by increased
expenditure commitnents on ac@unt of shordalls recorded in revenue performance and
hadequale liquidity in the Govemment securities market. However, mfuristerial development
expenditure tsrgets wer€ not fully met partly due to low absorption of foreign and domestic
financed pojecrs. Disbursement 0o the counties was also short of the target for the period to
Deoember 2022 (Tlble 2.4s).
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Table 2Ia: Fiscal Ferformance as at 3lst Dccember 422dKSh. biltion)
Ila ,l D-'22
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Revenue Perforrnance

142. Revenue collection to Decembr 2022 grew by I l.I percent compared to a gowrh of
273 percent in December 2021. This decline in rate of growrh is attributed to the fact that the
prcvious FY's growth was anchored on a lower base - a contraction recorded in the FY
2Ol9l2O reflecting the effects of COVID- 19 pandemic. As at end December 2O22, tIrc
cumulative total revenue inclusive of Ministerial Appropriation in Aid (A-i-A) was KSh.
l,l4?.0 billion against a target of KSh. 1,158.2 billion. This performance was KSh. I 12
billion below the set target.

143. As at December 2022, ordinary revenue rccorded a grcwth of 9.1 percent compared to a
growth of 242 prcent in December 2021 . This growth was also recorded in all broad
categories of ordinary rcvenue. Specilically, Income tax grew by I 1.2 percent, Value Added
Tax (VAT) by 5.9 percent, Excise taxes by 5.4 percent, and Imporr duty by 18.2 percent. [n
nominal terms, ordinary revenue collection to December 2022 was KSh.985.0 billion against

a target of KSh. 1028.1 billion. This performance was KSh. 432 billion below the target.

144. Ministerial A-i-A inclusive of the Railway Development [-evy was KSh. 162.1 billion
against a target of KSh. 130.1 billion recording a surplus of KSh.32.0 billion and rccorded a

growlh of 25.0 percent growth for the period ending December 2022.
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yi. Roll out of measures at the Customs and Border Control leveraging on technology

and enhanced data analytics to enhance revenue per unit, and

vii. Upscaling the technical capacity of KRA through skills, technology and additional
staffing.

152. Going forward, KRA will address some of the challenges hampering enhanced tax

compliance as follows:

i. Missing trader phenomenor/nor/under declaration of sales and use of fictitious input
claims through: the full roll out of eTIMS; restriction to eTIMS compliant invoices

for income tax deductions and deployment of big data analytics to drive compliance

interventions:

ii. Unavailability of critical 3rd Pany Data: Lack of information from other Government

Entities to support mobilization of tax revenues through: leveraging on Automation of
systems for all key Government entities; integration of KRA tax systems with critical
Govemment systems lo allow seamless exchange of information for a 360-degree

view of the taxpayers' economic transactions and enhanceorent of KRA capacity on
big data analytics to drive compliance interventions;

iii. Monitoring of Excisable goods factories to ensure proper monitoring of production;

under-declaration of excisable goods to evade taxes through: placement of resident

officers to monitor production; providing strict tirne lines for factories to meet

requirements; establishment of a Production Monitoring Command Cenre to monitor
production in real time; enforce all factories to meet all factory requirements by use of
metering and monitoring tools;

iv. Close monitoring of payments from Government to ensu€ cor€ct tares are declared

and paid;

v. The prevalence of counterfeit excisable pmducts and stamps in the market will be

addressed through: formation of a multi-Agency Team to investigate source of
counterfeits and take necessary action; Data and intelligence driven field operations to

take down counterfeiters; robust and effective market surveillance; regular reviews
and upgrades of the security features of stamps and rolling out new excise stamps

should it be deemed necessary; and

vi. Concealment and declaration of imports and smuggling of excisable goods within the

EAC region caused by the differential excise rates in the EAC region will be

addressed through: increase synergy with the Customs Department on utilisation of
scanners to identify excisable goods and ensure accurate declarations and

harmonization of excise rates across the EAC region.

t 53. On the tax policy, the Government will implement various tax policy measurcs to

furt}ler boost revenue collection. In addition, to further strengthen revenue mobilization
efforts, the Govemment will finalise the development of the National Tax Policy and the

Medium-Term Revenue Strategy (MTRS) for the period FY 2023124 - 2026/27.

154. The National Tax Policy Framework will enhance adminisEative efficiency of the tax

system, provide consistency and certainty in tax legislations and management of tax

expenditure. On the other side, the Medium-Term Revenue Strategy will provide a

comprehensive approach of undertaking effective tax system reforms for boosting tax

revenues and improving lhe tax system over the medium term. The specific objectives for the

MTRS are to:
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Expenditure Perfor, narrce

145. Total expenditure and net lending for the period ending December 2022 was KSh.
I,2168.8 billion, which was above the projected amount of KSh. I ,2K8.9 billion by KSh. 19.9
billion. Recurrent spending amounted to KSh. 1,121.4 billion; development expenditure was
KSh. 206.3 billion while transfer to County Governments was KSh. l4l.l billion.

146. Recurrent spending was above the projected target by KSh. 106.8 billion mainly on
account of above target expendilur€ on operations and maintenance and contribution to civil
servants' superannuation scheme. Development expenditurc was below target by KSh.28.4
billion on account of below target disbursements to both domestic and foreign financed
prcgrsmmes by KSh. I 1.4 billion and KSh. 15.2 billion respectively.

I47. Fiscal operations of the Govemment by end of December 2022 resulted in an overall
deficit including grants of KSh. 219.3 billion against a projected deficit of KSh. 285.I billion.
This deficit was financed through net domestic borrowing of KSh. 124.1 billion and net
foreign hnancing of KSh. 95.2 billion.

2.4 Fiscal Poticy

148. The liscal policy stance over the medium term aims al supporting the Bottom - Up
Economic Transformation Agenda of the Government through a growth friendly fiscal
consolidation plan designed to slow down the annual growth in public debt and implement an
effective liability management strategy, without compromising service delivery to citizens.
This is expected to boost the country's debt sustainability position and ensure that Kenya's
developmenl agenda honours the principle of inter-generational equity.

149. The fiscal policy also indicates a deliberate convergence path towards the fiscal targets
under the East African Community Monetary Union Protocol lhat sets a ceiling of fiscal
deficit including grants of 3.0 percent of GDP and deficit excluding grants of 6.0 percent of
GDP.

150. The fiscal policy will target to grow tax r€venues above 17.8 percent of GDP in the FY
2023124 and above 18.0 percent of GDP over the medium term (Table 2.{b). As part of the
economic hrrnaround plan, the Govemment will scale up revenue collection efforts by the
Kenya Revenue Authority (KRA) to KSh.3.0 trillion in the FY 2023124 and KSh.4.0 trillion
over the medium term. In order to achieve this, the Govemment will undertake a combination
of both tax administrative and tax policy reforms.

l5l. On the tax administration side, KRA will implement among others, the following
measurcs:

i. Reduction of Value Added Tax (VAT) gap fmm 38.9 perrent to 19.8 percent of the
potential by fully rolling out electronic Tax Invoice Management System (eTIMS);

ii. Reduction of Corporate Income Tax (CfD gap from 32.2 percent to 30.0 percent of
the potential as envisaged in the KRA Corporate Plar;

Integration of KRA tax system with the Telecommunication companies (felcos);

Tax base expansion in the informal sector. The potential taxable base of the informal
sector is KSh. 2,800 billion as per the MSME survey;

Implementation of Rental Income Tax Measures by mapping r€ntal properties; This
will be achieved through enhanced field data analysis mopping up, integration of itax
wilh National lands Information Management System and use of a mobile App;

lu.

iv.
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Table 2.4b: Fiscal Framework (KSh. billioo)
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25 Economic Outlook

158. The economy is expected to grow by 55 percent in 2022 md recover in 2023 to 6.1

percent and mainta.in that momentum over the medium-term (in terms of fiscal years the

economic growth is projected at 5.8 percent in the FY 2O2AB and 6.1 percent in the FY
2O23t24). This growth will be supported by a broad-based private sector growth, including
recoveries in agriculrure while the public sector consolidates. From an expenditure
perspective, private consumption is expected to support aggegate demand, supported by the

ongoing labour market recovery, improved consumer confidence, and resilient remittances
(Table 25 atrd Annex Table l).
159. The gmwth outlook will be rcinforced by the Government's development agenda geared

towards economic turnaround and inclusive growth. Special focus will be placed on;

increased employment, more equitable distribution of income, social security while also

expanding the tax revenue base, and increased foreign exchange earnings' The economic

tumarcund progfitrnme will seek to incrcase investments in at least hve sectors envisaged to
have the biggest imp&ct on the economy as well as on household welfare. These include:

i

I

I

I

t
l

I
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i. raise ordinary revenue to GDP from I5.l percent in the FY 2021122 to 25 percent by
FY 2030/3 l;

ii. increase tax compliance rate from 70 percent in the FY 2021122 to 90 percent by FY
20Nt3t;

iii. align the tax policy objectives with other Government objectives such as ease of
doing business, trade policies among others; and

iv. enhance collaboration between the Ministries, Departments and Agencies (MDAs),
County Govemments, private sector, civil society and the general public for
enhancement of the domestic revenue mobilization.

155. On the spending side, total expenditurrs arc projected to decline from 23.7 percent as a
share of GDP in the FY 2021122 to 223 percent as a sharc of GDP in the FY 2O26127.The
Covemment will sustain efforts to impmve efficiency in public spending and ensure value for
money by: eliminating non priority expenditures; rctiring expensive and unsuscainable
consumption subsidies; reducing tax exemptioos; scaling up the use of Public Private
Partnenhips financing for commercially viable projects; and mlling out an end-to-end e-
procwement system. In order to ease the burden of pension payments in future, the
Govemment will continue with implementation of the Super Annuation Scheme for all civil
senr,ants below the age of45 years that was rolled out in January 2021.

156 The Government will also strengthen public investment management by implementing
the Public Investment Management (PM) Regulatio ns,2O22. This will enhance efficiency in
identihcation and implementation of priority social and economic investment projects. This
will further curtail runaway project costs, eliminate duplications and improve working
synergy among implementation actors for timely delivery of development projects. To realize
these benefits, the Government will roll-out and sensitize both the National Govemment and
County Govemments on the Regulations; develop and roll-out the Public Investment
Management lnformation System (PIMIS) which automates the PIM process as outlined in
the Regulations; and institutionalize a joint PIM-PPP planning framework to ensure that only
pmjects with the highest social - economic rctums are undertaken.

157. The above reforms on the revenue and expenditure side, will result in reduction in the
fiscal deficit including grants from KSh. 833.9 billion (5.7 percent of GDP) in the FY
202423 to KSh. 720.1 billion (4.4 percent of GDP) in the F( 2O23124 (Table 2.4 b). This
rcduction will result in reduction in the growth of public debt thercby boosting the country's
debt sustainabi[ty position.

)
I

I

I
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170. Additionally, public spending will be dk€cted towsrds the most critical needs of the

country with the aim of achieving quality outputs and outcomes with optimum utilization of
resources. Furlher, the MDAs will be encouraged to adopt efficiency in allocation of
resourrces through cost budgeting and reviewing the portfolio of externally funded pmjects to

resEucture and re-align with the Government priority programmes and reduce non-priority
spending.

33 Budgetary Allocafions for the FY 202312/ and the Medium'Term

I 7 I . The total budget for FY 2o23124 is projected at KSh . 3 ,628 .8 billion . The allocations to

the three arms of Government including sharable revenues to the County Govemments is

summarized in Teble 3.1.

Teble 3.1: Allocadons for the FY mZStU - &EDA KSh.Mtllion)

Soutcc of Data: National Trcasury

Criteria for Resource Allocatioo

172. The budgeting process for the priority prograrnmes will be done through a value chain

approach under five clusters: i) Finance and Pmduction Economy; ii) Infrastructure; iii) Land

and Natural Resource; iv) Social Sectors; and v) Governance and Public Administration. This
process ensures therc is no brcak in the cycle in the resource allocations for a value chain.
The process also ensures adequate resources are allocated to any entity along the value chain

and helps to eliminate duplication of roles and budgeting of resources.

173. Addition&lly, rhe following criteria guided the allocation of resources within the lhree

arms of Covemment and among MDAs for FY 2O23124 and over the medium term:

i. Linkage of Programmes with the priorities that address Bottom-Up Economic

Transformation Agenda;

i
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III. BUDGET FOR FY 2O23IU AND TIIE MEDIUM TERM

3.1 Fiscal Policy

164. The fiscal framework for the FY2023l24 and the medium-term budget is based on the
Covernment's policy priorities and macroeconomic policy framework set out in Chapter I
and Chapter II. To support the Bottom - Up Economic Transformation Agenda, the
Govemment will continue with the liscal consolidation plan by containing expenditurcs and
enhancing mobilization of revenues in order to slow down growth in public debt without
compmmising service delivery. This is expected to boost the country's debt sustainability
position and ensure that Kenya's development agenda honours the principle of inter-
generation equity.

Revenue kojections

165. In the FY 2023124, revenue collection including Appropriation-in-Aid (A.i.A) is
pmjected to increase to KSh. 2,894.9 billion (17.8 percent of GDP) up from the projected
KSh. 2528.8 billion (17.4 percent of GDP) in the FY 2O22r23. Revenue performance will be
underpinned by the on-going reforms in tax policy and revenue administration measures
geared towards expanding the tax base. Ordinary revenues will amount to KSh. 2571 2
billion (15.8 percent of GDP) a F"{ 2023124 from rhe estimared KSh. 2,192.0 billion (15.1
percent of GDP) inFY 2022123.

Expenditure Projecti,ons

166. Government expenditurc as a share of GDP for F\ 2023124 is projected to decline to
22.5 percent, the overall nominal expenditure and net lending is projected at KSh.3,663.1
billion from the pmicted KSh. 3394.1 billion (23.4 percent of cDP) in rhe FY 2022123
budget. The expendirures comprise of recurrcnt of KSh. 2,4593 billion (15.1 percent of
GDP) and development of KSh. 769.3 billion (4.7 percent of GDP).

Deltcit Finencing

167. Reflecting the projected expenditures and revenues, the fiscal deficit (including grants),
is projected at KSh. 720.1 billion (4.4 percent of CDP) in F\ 2023124 against the estimated
overall fiscal balance of KSh. 833.9 billion (5.7 percent of GDP) in FY 2022123.

168. The fiscal deficit in FY 2023124, will be financed by net external financing of KSh.
198.6 billion (12 percent of GDP), and net domestic bonowing of KSh. 521.5 billion (32
percent of GDP).

32 FY 20232/ and Medium-Term Budget Priorities

169. The FY 2023124 and the Medium Term Budget framework builds up on the
Govemment's efforts to stimulate and sustain economic activity, mitigate the adverse impact
of COVID-I9 pandemic on the economy and re-position the economy on a sustainable and
inclusive growth trajectory. This will be achieved through implementation of a set of
programrnes under the Bottom - Up Economic Transformation Agende to support economic
recovery. The Govemment through the Financial Inclusion Fund will inspire growth and
innovation in the Micro, Small and Medium Enterprises (MSME) sector and bost economic
growth and entrance the saving culrure among Kenyans. These priority programmes aim at
bringing down the cost of living; eradicating hunger; creating jobs; and provide the greater
majority of our citizens with much needed socia.l security while expanding the tax rcvenue
base and improving foreign exchange balance.
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the Russia - Ukraine conflict which could heighten the risk of oil and commodity price

volatility and elevated inllationary pressues; lingering effecS of COVID-l9 (coronavinrs)

pandemics; and global monetary policy tightening, especially in the United States, could
increase volatility in the financial markets.

163. The upside risk to the domestic economy relate !o faster than Pojected rcbound in
economic activities that would result in higher Government trevenues providing fiscal space

thar would sup,port fiscal consolidation. The Kenyan Govemment continues to monitor the

domestic and extemal environment and will take appropriate policy measures to safeguard

the economy against the adverse effects of the risks if they werc to materialize
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Agriculture; Micro, Small and Medium Enterprise (MSME); Housing and Seftlement;
Healthcarc; and Digital Superhighway and Creative Industy.

160. In furtherance of the agenda on inclusive growth and innovation in Micro, Small, and
Medium Enterprises (MSMEs), the Govemment has launched the Hustlers Fund, as an
intervention !o corect market failure p,roblems at the botrom of lhe pyramid. This program
aims to lift those at the bottom of the pyramid though structued products in personnel
finance that includes savings, credit, insurance and investnrent. To address the adverse impact
of the ongoing drought, the Government in partnership with the Development Partners and
the private sector under the auspices of the National Steering Committee on Drought
Response has provided r€sponse to affected persons, rcgions and communities. The
Committee will work with both the National and County Govemments in strengthening the
national capacity for resilient recovery to prctect development gains from recurrent drought.

Table 25: Macrceconomh Framework

Sotrrcc ol Dam: Thc National Treaswy

2.6 Risks to the Economic Outlook

16l. There are down side risks to this macroeconomic outlook emanating from domestic as
well as extemal sources. On the domestic front, risks emanate from climate change resulting
in unfavourable weather conditions. This could affect agriculrural production and result to
domestic infl ationary pressru€s.

162. On the extemal front, uncertainties in the global economic outlook have also increased
which could impact on the domestic economy. These risks include: the possible worsening of
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(LMCCP); Office of the Data Protection Commissioner was established; 8,900 KM fiber
network was laid; Increased digital terrestrial television coverage from 86 percent in 20l9DO
FY to 96 percent in 2O2ll22FY through the Digital Terrestrial Television Broadcast

Infrastructure; 365MW power generation capacity was installed; fourteen (14) geothermal

wells and two (2) coal exploration wells were drilled; 415032 banels of crude oil was

produced and trucked to Kenya PeEoleum Refineries Limited (KPRL) for storage and

24,000 barrels of crude oil were exported under Early Oil Pilot Scheme (EOPS);

Geoscientific (geological and geophysical) data acquisition in Blocks L19A and L16 was

undertaken; Environmental and Social Impact Assessment (ESIA) and FronGEnd

Engineering and Design (FEED) for Lokichar Lamu Crude Oil Pipeline were undertaken;

183. In the medium term period 2O23D4-2O25126, the Sector will implement 26 pmgrammes

that are able to stimulate inclusive growth in line with the Government development agenda

of the Kenya's Vision 2030, Fourth Medium Term Plan and bottom up Agenda.

184. To achieve the implementation of these programmes over the MTEF period 2023124 -

2025126, the Sector has been allocated a total of KSh.422.0 biltion, KSh.422.0 billion and

KSh.434.9 billion for FY 2023124,FY 2023125 and FY 2025/26 respectively. This comprises

of KSh. I13.0 billion, KSh. I18.8 billion and KSh. 124.1 billion for recurrent expenditure
and KSh. 308.9 billion, KSh. 303.2 billion and KSh.3l0.8 billion for development

expendirure for the same period.

Gmeral Economics and Commercial Affairs Sector

185. The General Economic and Commercial Affairs (GECA) sector comprises eight sub-

secton namely; Cooperatives; Trade; Micro, Small and Medium Enterprises (MSMEs)

Development; Industry; lnvestment Promotion; Tourism; East African Community and The

ASALs & Regional Development. The Sector is a signihcant player in the delivery of the

Govemment's Development Agenda in terms of Micro Small and Medium Enterprises,

manufacturing, and Agriculrure. The sector also contributes to: employment and wealth

creation; promotion of industrial investments, trade and tourism; cooperative development

and savings mobilization, unlocking the potential of ASALs for accelerated national

development, basin-based development and regional integration.

186. During the period under review, the following key sectoral outcomes were achieved:

Value of whole sale and retail trade increased by 7.8 percent from KSh. 727.6 billion in 2020

to KSh. ?84.7 billion in 2021 contributing to 7.9 percent of GDP; the value of Kenya's
exports increased by 42.9 percent from KSh.5l7 billion in 2019 to KSh.738.6 billion in
2021; the value of exports to EAC increased by 38.4% from KSh. 139 billion in 2019 to KSh.
l94.4Billion in 2O2l; the number ofjobs created in the sector rose by 6 percent from 620,000

in 2019 to 658, 700 in 2022; and the number of international tourists rose by 503 percent

from 580,000 in 2020 to 871,000 in 2021 recording rcvenue of KSh. 146.5 billion which was

59.8 percent growth from 2020.

187. Specifically, the sector achieved the following outputs; calibrated 441 legal meuology
standards and verified 34 instruments at strategic national installations; 58 Constituency

Industrial Developments Centres (CIDCs) were refurbished and 70,368 jobs were created

through various initiatives implemented by the Kenya Youth Employment and Opportunities
Pmgramme (KYEOP).

188. Additionally, 5055 Micro Small and Medium Enterprises (MSMEs) were trained on
entrepreneurship and business management; the level of operationalization of Kenya

Commodities Exchange (KOMEX) reached 929o; resolved 50 NTBs between Kenya and

trading partners; resolved 853 counterfeit cases, value of Exports from the EPZs reached
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economic development of the country with agriculture contributing 19.4 percent to the GDP
in 2019, 21.0 percent in 2020 and 22.4 percentin 2021.

178. During MTEF period under review 2019120-2021122, the Sector implemented ten (10)
programmes and made significant achievement which some are: registralion and issuance of
1 .3 million title deeds; development of National Land Value Index in 22 counties;
digilization of land records in 2 land oflices; settlement of 24O89 landless households;
insured 90,060 Tropical Livestock Units annually and KSh. 1.2 billion paid out as
compensation to 18,012 pastoralists; provided crop insurance for 1299 363 farmers in 38
counties; distributed 175545 MT of agricultural inputs to 843,820 beneficiaries; trained
2,118 youth in agribusiness skills; incubated 226 SMEs on 28 technologies to increase tlre
level of agricultural mechanization and agro-processing along the value chains; constructed
Sori and Lwanda K'Otieno fishing landing sites to reduce posGharvest losses, restocked
water bodies with 2,720,000 fingerlings to inoease fish production established 36
Aquaponics Systems to entrench fish farming and technology transfer among the youth in
leaming institutions; established 252 smallholder aquaculture groups and supported 4,734
select smallholder farmers with materials for pond construction.

179. During the MTEF perid 2023124-2025126, the Sector has planned to implement ten
( 10) programmes in order to facilitate attainment of food and nutrition security, agro
processing, employment creation and utilization of the blue economy.

180. The Sector has a total allocation of KSh.75.6 billion, KSh. 85.6 billion and KSh. 91.6
billion for FY 2023124, FY 2024125 and, FY 2O25126 respectively. This comprises of KSh.
32.2 billion, KSh. 34.5 billion and KSh. 36.5 billion for recurrent expenditure and KSh. 43.4
billion, KSh. 5l.I billion and KSh.55.0 billion for development expenditurc for the same
period.

Energr, Infrastnucture & ICT Sector

lEl. The Energy, Infrastructurc and ICT sector is comprised of nine sub-secton namely:
Road; Transport; Shipping and Maritime; Housing and Urban Development; Public Works;
Information Communication Technology and Digital Economy; Broadcasting and
Telecommunications; Energy and Petroleum. The Sector plays an impo(ant role as an
enabler of socio- economic development of the country. The sector is also instnrmental in the
realization of international obligations such as Suscainable Development Goals (SDCs) and
Africa Agenda 2063.

182. During the MTEF period 2019/2G2O21122 the sector implemented programmes aimed
at: developing and modemizing infrastrucrure; developing and reviewing of policies, legal
and institutional frameworks to increase productivity and growth; facilitating trade and
connectivity; and promoting economic inclusion in the country. Some of the key
achievements realized by the Sector include; 5,324 Km of roads were added to the existing
road network; 59 new bridges were constructed; 333 Km of existing roads were rehabilitated;
and l20,l44 Km of roads were maintained; Construction of Phase 2A of the Standard Gauge
Railway (SGR) line from Nairobi to Naivasha (l20km); Naivasha Inland Container Depot
(ICD) and enabling infrastructure; Memorandum of Understanding (MoU) with the
Mediterranean Shipping Line was signed resulted in employment of 934 Seafarers; 4289
Seafarers trained; and signed eight (8) MOUs; The National Housing Development Fund
(NHDF) and Kenya Mortgage Refinance Company (KMRC) were established and
operationalized; Kericho Ardhi House and Mathare Nyayo Hospital were completed;
designed, documented and supervised to completion 276 new Government building projects;
660 Government buildings were connecM under the Last Mile County Connectivity Project
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Table 32: Sum ofB Allocatioos for the FV&ZSIU-mZStN (KS,h. MlIIlon)

Sourcc of Doa: Natioaal Trcasury

furicrrlture Rural and Urtan Ikvelopment (ARUD)

177. The Agriculture, Rural and Urban Development (ARUD) Sector comprises five sub-

sectors namely: State Department for Lands and Physical Planning (SDLPP); State

Department for Livestock Development (SDLD); State Department for Blue Economy and

Fisheries (SDBEF); State Department for Crop Development (SDCD); and National Land
Commission (NLC). The Sector is a significant player in the delivery of various national
development agenda namely; the Kenya Vision 2030, The Kenya Kwanza Plan - Bottom-Up
Economic Transformation Agendt (2022-2027), the Sustainable Development Goals (SDGs)

and Agricultural Sector Transformation and Growth Strategy (ASTGS) smong other national
and intemational policies and obligations. The Sector also plays a major role in socio-
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u.

llt,
iv.

vi.

vu.

Linkage of the programme with the priorities of Medium-Term Plan IV of the Vision
2030;

Degree to which a programme addresses job crreation and poverty reduction;
Degree to which a prcgramme addresses the corc mandate of the MDAs;
Cost effectiveness and sustainability of the programme;

Extent to which the Programme seeks to address viable stalled projects and verilied
pending bills; and

Requirements for furtherance and implementation of the Constitution.

174. The baseline estimates r€flect the cu[ent ministerial spending levels in sector
programmes. In the recurrent expendirure category, non-discretionary expendirures take first
charge. These include payment of public debts and intercst therein, salaries for Constitutional
office holders and pensions.

175. Development expenditues have been allocated on the basis of the flagship projects in
Vision 2030, the Bottom - Up Economic Transformation Agenda and the MTP IV priorities.
The following criteria was used in apportioning capital budget:

a. On-going projects: emphasis was given to completion of on-going capital pmjects
and in particular infrastructure projects with high impact on poverty rcduction, equity
and employment crcation;

b. Counterpart funds: prioity was also given to adequate allocations for donor
counlerpart funds which is the portion that the Government must finance in support of
the pmjects financed by development partners;

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

d. Strategic policy interventrons.' further priority was given to policy interventions
covering the entire nation, regional integration, social equity and environmental
conservation .

3.4 Ihtsils of Sec{or Priorltles

176 Table 32 provides the projected baseline ceilings for the FY2O23|24 and the medium-
term, classified by sector. The BPS Sector ceilings were enhanced on account of additional
progmrnmes, completion of ongoing projecs and additional expendirures tied lo A-i-A
revenue collection.
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196. The Sector will also operationalize Warehouse Receipt System Council-WRSC;
upgrade and modemiz€ warehouse-KNTC; operationalize Kenya Trade Remedies Agency;
operationalization of KOMEX; promote Financial Inclusion by easing access to the Financial

lnclusion Fund (Hustler's Fund).

197. For Medium, Small and Micro Enterprises (MSMEs) the sector has prioritized value

addition, Innovation & Incubation for MSME; create employment opportunities through

construction and equipping of CIDCs and KYEOP-MSEA; enhance market access for
MSMEs through exposure to local and EAC markets; advance Industrial credit and provide

business advisory services to SMEs-KIE; pmvide Crcdit facilities to Women, Youth and

PWDs-IJWEZO Fund; capacity building for MSMES including access to modem
management practices.

198. To spur industrial growth and incrcase lhe share of manufacruring to GDP, the Sector
will modemize RMTEX machinery and factory; enhance production of cotton for textile
and apparcl processing-RIVATEX; construction and equipping of Apparel Value Addition
Units (AVAUS)-RIVATEX; modernization of NMC Foundry plant & CNC & Fabrication
worKSh.ops; implerpnt Integrsted Agrclndustrial Parks as a Component of PCP;

development of Dongo Kundu and Naivasha SEZs; development of Athi River Textile Hub,
Railway siding and Indusrial Sheds-EPZA and Improvement of business climate and ease of
doing business.

199. The Sector will accelerate EAC cmss Border Trade through the development of
Jumuiya Cross Border Markets; enhance Free Movement of Persons, goods, services, labour
and capital within EAC; Completion of Mama Ngina Waterfront Phas€ 2- KTB; Execute

Digital Marketing partnerships in 5 High value Source Markets; conduct reassurance

campaign in the traditional and emerging markets-Tourism Development and Promotion

Directorale; cushion drought-prone vulnerable households through cash transfen and Build
resilience of ASAL communities and enhance climate adaptation and resilience.

200. To implement these programnres, the Sector has been allocated KSh. 51.7 billion, KSh.
57.7 billion, and KSh.63.l billion inFY 2O23124,Fy 2O2+t25 andFY 2O25126 rcspectively.
This comprises of KSh. 22.7 billion, KSh. 23.2 billion, and KSh. 23.9 billion for recurrent

expenditure and KSh. 29.1 billion, KSh. 34.5 billion, and KSh. 39.2 billion for development
expendirures for the same period.

Health Sector

201. The Constitution of Kenya guarantees all citizens the right to quality and affordable
healthcare. To ensure that we have a healthy and productive citizenry, the Govemment will
continue to prioritize Projects for the Health Sector as outlined in MTP IV and delivering
Univenal Health Coverage in collaboration with County Govemments and key stakeholders

in order to reduce catastrophic spending on health. This will be built on a fully publicly
financed primary healthcare, and a universal seamless health insurance system that focuses

on the triple burden of diseases, namely; communicable diseases, non-communicable
diseases and injuries.

202. In the FY 20l9l20 to FY 2021122 significant achievements were realized on the health
sector. Some of the achievement realized over the period arc: Human Immunodeficiency
Virus (HIV) prevalence reduced from 4.5 in 2O2O to 4.3 in 2O22 with a viral suppression of
95.5 percent among those on Antiretnoviral Treatment (ART). Kenya is estimated to have

over 1.4 million (1,435271) people living with HIV out of which l2 million (l29l,ll0)
have been identified and initiated on lifelong antiretroviral lreatment (ART) representing 89.9
percent ART coverage; the national immunization coverage improved from 84 percent in FY

I
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KSh.253 billion, the amount of investments both local and foreign &ttracted reached a level
of KSh.270 billion. Amount of industrial credit advanced to SMEs through KIE std at
KSh.3233.7 Million.

189. On Cotton revitalization programme, 134,000 acreage of land was put under cotton
production; 2,415 standards were developed and 56013 products werc certified under
SMEVlarge firms;2332 patents, utility models and industrial designs and 14"358 trademarks
were registered; KITI trained 9,704 students were trained on industrial and entrepreneurial
skills;84 Conformity Assessment Bodies (CABs) Accredited; Equipped three (3) industrial
research laboratories at KIRDI Kisumu;

190. Under Tourism, the number of Intemational Conferences and delegates grew by 4O

percent from 218 in 2019 to 292 in 2021 respectively; conducted 17,712 routine Quality
assurance audits in Enterprises; KSh. 2508.5 million granted to Tourism programmes and
projects.

l9l. Under East African Union,23 NTBS resolved bilaterally between Kenya and Tanzania:
resolved; I Monetary union institution established; 4,870 standards were harmonized;
Namanga and Busia Regional Integration centres were operationaliz€d; 3 public hearings
conducted on EAC Bills; A total of 9 bilateral frameworks for co-operation with EAC partner
states werc negotiated and adopted; operationalized the EAC Single Tourist Visa to promote
EAC as a single tourist destination.

192. In Trade,45 business reforms were done to ensure on ease of doing business in Kenya
has improved; various Technical assistance and Capacity building to Civil Servants of
Govemment of South Sudan were done.

193. The Sector also coordinated the completion and operationalization of the 3 Be(hs of the
Pon of [,amu; constructed Nyakoc Martet lo promote trade; constructed 7 value addition
factories which are at various levels of completion; processed 14,420 liters of mango pulp
and t()000 liters of mango juice and 339933 square feet of {inished leather respectively. In
addition , I 5 irrigation Projects were implemented through which I , I 77 hectares werc put
under irrigation producing; l0 boreholes were drilled and equip@ with solar-powered
systems and 8 water harvesting and storage structures with an approximate capacity of
356,fi)00 cubic meters of water were completed.

194. The Sector's Key objectives for the MTEF Pe,'id 2O23124 - 2025/26 include:
Deployment of a credible macroeconomic frame-work and growth strategy to strengthen
extemal crcditworthiness, enabling Govemment to bormw cheaply extemally and end
crowding out of private sector from the domestic credit market; boosting agriculrural
productivity, enhance market access and value addition; improve the business environment,
access to affordable finance and markets for MSMEs; aggrcgate farmers and MSMEs,
thmugh co-operatives and SACCOS to enhance local and international markets access and
affordable finance; increase contribution of manufacturing sector to GDP; to attract, facilitate
and enable private investrnent capital formation as part of off-balance Covernment financing

195. Under Cooperatives, the specific interventions for implementing the above objectives
will involve modemize New Kenya Co-operatives Creameries (NKCC); participation of Co-
operatives and SACCOs in Financial Inclusion Fund as Intermediaries; implement the coffee
farm input subsidy-NKPCU; enhance production capacity of powdcr milk-NKCC, disburse
affondable and accessible credit to farmers through Coffee Cherry advance revolving fund
(CCARF)-NKPCU and Operationalize the Co+perative management information system
(cMrs).
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209. In the medium-term period, the Sector will prioritize investments towards achieving

Universal Health Coverage by ensuring National Health [nsurance fund coverage for all
Kenyans; investment in primary healthcare system through establishment of stakeholder

managed primary health care funds as strategic purchasers at each level 4 facility; Build up

supply management system; to manage healthcare workforce and harmonize working
conditions and terms. In addition, the sector will invest in health products and technologies,

integpted information communication and technology systems to enharrce telemedicine and

health management information systems; esEblishment and operationalization of emergency
medical fund and establish a fund to bridge the financial gaps in the wake of diminishing
donor funding in support of key programmes including HIV/AIDS, TB, Malaria, RH/FP,
Vaccines and Nutrition.

2t0. The key Sector programme priorities for the FY 202312024 - FY 202526 include:

Preventive, Promotive and Reproductive, Matemal, Newbom, Child and Adolescent Health
(RMNCAH) Services; National Referral and Specialized Services; Health Research and

Development; General Administration and Supporr Services; and Health Policy, Stsndads
and Regulations. The prioritized programmes and projects aim at achieving improved
accessibility, affordability of health services, reduction of health inequalities 8nd oPtimsl
utilization of health services acmss the sector. Additionally, the programmes aim to revitalize
and sustain the aspirations of UHC.

2l l. To implement these programmes, the Sector has been allocated KSh. 154.0 billion, KSh.
164.1 billion, and KSh. 173.8 billion in F\ 2023124, F{ 2024125 and FY 2025126

resp€ctively. This comprises of KSh. 80.4 billion, KSh.835 billion, and KSh. 87.7 billion for
recurrent expenditures and KSh.73.6 billion, KSh.80.6 billion, and KSh.86.0 billion for
development expenditure for the same period.

Education Sec{or

212. Education Sector is comprised of four sub-sectors namely; Basic Education, Technical
Vocational Education and Training, Higher Education and Research, and Teachers Service

Commission. The Sector is a critical player in promoting political, social, and economic
development through education and training to crcate a well-equip@ citizenry.

213. During the period under review, the Sector realized key milestones towards
improvement of education ourcomes. In the Basic Education sub-sector, 9 922,193 srudents

bcnefited from Free Day Secondary Education; 2251 963 leamers benefited from the School
Feeding Programme and all Students in public secondary schools provided with medical
insurance-

214. In the TVET sub-Sector, lg23 TVET institutions accredited and 6,505 trainers

registered in F'( 202112022 a,nd an additional 2,757 trainers recruited; 183 Curricula
developed,28 curriculum support material digitized, 102 trainers trained 133 leaming guides

developed for TVET; 129 technical and Vocational colleges completed, l0l equipped with
training equipment, 60 equipped with basic ICT equipment, 123 equipped with basic

fumiture and Frttings; 4541 assessors and verifiers were capacity built leading to 6515
candidates from 88 institutions to be assessed under CBET.

215. Under Universities, 374597 undergraduates and 347,705 TVET students were placed

over the period; 1,114,650 universities and TVET students were awarded loans, bursaries,

and scholarships, constructed the Wangari Maathai Institute. In addition, sixteen (16) high
impact research projects were identified, evaluated and processed for national up scaling.
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2O2Ol2O2l to 88% in 202112022. The Ministry instituted several interventions in response to
COVID-I9 pandemic including vaccination, enhanced testing, acquisition of more critical
care facilities and oxygen supply. As at the end of review period 2.7 percent of the adult
population had been fully vaccinated against COVID-19.

203. KNH established Centres of excellence for heart surgery, cancer u€atment, diagnostics
and imaging, laboratory medicine, tissue and organ transplsntation, gastroenterology,
diabetes and endocrinology centres. On the patient care front, KNH has established a
diagnostic and reporting centre which incorporates a medica.l teleconfercncing facility and
artilicial intelligence tele-radiology centre which enables relay of radiological images from
referring hospitals. In turn, the images are read, interpreted and reported back timely for
clinical decision making. The KNH completed an Immunogenic Laboratory (HLA kb)
which is a state-of-the-art laboratory for histocompatibility and genetic testing for solid organ
and bone marrow transplantation. The lab is the hrst of its kind in East Africa and will
greatly support organ and tissue transplants by testing donor and recipient matching locally.

204. MTRH invested in a Pnessure Swing Adsorption Plant (PSA)/Oxygen generating Plant
(OGP). [t also operationalized the provision of radiotherapy services after the successful
installation of Linear Accelerator (LINAC) and Brachytherapy machines which have seen
over 15,000 External Beam Radiotherapy Sessions and over 170 Brachytherapy Sessions
done. To support telemedicine telepathology and operational efficiencies in the provision of
healthcare, MTRH established and equipped a state-of-the-art Data Cent € with an advanced
Fuewall for Big Data security, intelligent switches, high-capacity backup infrastructurt as
well as a high availability setup of servers. It also carried out 30 Kidney transplants, done
43,122 Dialysis Sessions and 22 Comeal transplants.

205. KUTRRH launched the Integrated Molecular Imaging Cenre (MIC) and IMIC
Hospitality Crntre in 2021, since its operationalization in January 2022 it has performed
l,[69 successful scans as at 30th June 2022, done 24,181 Sessions of Radiotherapy and
Chemotherapy and conducted 13 open heart surgeries. It also installed a brachytherapy
machine for Eeatrnent of cancer patients and installed a 20O00-liter liquid oxygen tank. The
hospital installed a state-of-the-art cardiovascular diagnosis and treatment facility.

206. KEMRI developed 9 policy briefs on SARS-COV-2 genome variants and on prevalence
of COVID-I9. It also develo@ first locally manufacrured Malaria rapid diagnostic tests
(RDT) & COVID 19 PCR test kits. Singledose HPV vaccine rcsearch findings were
prcsented in Toronto, Canada and the same was adopted for roll out by WHO. A total of 3
million Kenyans benefited with a 2O7o increase in outpatient attendance and access to health
products on average increased from 43% to 70%. A total of LA22P78 households are
currently on social health insurance nested in NHIF paid by the Government to a tune of six
billion Kenyan shillings.

207. Further the has established a cancer center at Kisii level 5 hospital and the establishment
of regional cancer centers in Nakuru, Mombasa and Garissa. The Managed Equipment
System project has been under implementation for the last 7 yean, it has seen selected
hospitals offer a fully integrated and sustainable access to, Theater Services, Central sterile
services, Dialysis, ICU and Radiology services.

208. In line with the changing health care innovation the Ministry has continued to invest in
HPTs. In the FY 2021-2022 KEMSA managed to procurc health products and technologies
(HPTs) worth KSh.29.097 Billion out of which KSh.7.946 Billion being Sales items and
KSh.2l.l5l Billion being program items.

sr I
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rights and welfare of Kenyan migrant workers; Establishment of the Kenya Migrant Workers
Welfare Fund and the National Skills and Funding Council to Promole skills development;
prcmotion of youth Access to Government Procurement OpPortunities (AGPO); youth
innovation and talent development; paramilitary training; National Service and Vocational
Training; enrepreneurship skills, operationalization of community youth SACCOs; cash

transfers to Vulnerable Persons; participation in a number of intemational spo(s competitions
such as the World Rally Championship among others; decentralize Sports and Arts Services

II and Constituency Sports Academies; upgrade the Institute of Primate research; install
mobile shelves at National Archives and establishing an integrated heroes database.

235. To implement these programmes, the Sector has a total allocation of KSh. 69.1 billion,
KSh. 70.3 billion and KSh. 68.8 billion for FY 2023124, Fy 2024125 and FY 2O25126

respectively.

Environment Pro0ection, Water and Nafural Resources Sector

236. Environment Protection, Water and Natural Resources (EPWNR) Sector consists of six
(6) sub-.sectors namely: Environment; Forcstry; Water Sanitation; Irrigation; Wildlife and

Mining. The Sector has twenty-seven (27) Autonomous Agencies and Semi-Autonomous
Govemment Agencies (SACAs). In addition, the sector has the following entities: National
Environmental Complaint Commitlee (NECC); National Environment Tribunal; Hydrologist
Registration Board, and Wildlife Clubs of Kenya (WCK). The Sector plays a critical role in
Kenya's economy in securing, stewarding and sustaining the environment and natural capital

of the country.

237. In the MTEF period under review, 2019120 to 2O21122, the sector made significant
achievements some of which are; finalization of policies and legal frameworks, installation of
automated weather equipment, increased forest and tree cover, improved &ccess to water
services and national sanitation coverage, incrcased arcas under irrigation and reclamation,
improved wildlife managernent and security, and improved mineral revenue collection. These

achievements werc attributed to the Government prioritization of the sector and partnerships
with different stakeholders.

238. In the MTEF period 2023124 - 2025126 the Sector has prioritized programs and sub

progfirms intended to promote sustainable utilization and management of natural tesources

for socio-economic development.

239 The total Allocation for the Sector is KSh. 124.6 billion, KSh. 139.6 billion and KSh.
147.7 billion comprising of KSh.27.9 billion, KSh.3l.2 billion and KSh.3l.48 billion for
recurrent expenditure and KSh. 96.6 billion, KSh. 108.4 billion and KSh. 1162 billion
represent development expenditure allocation for the same period respectively.

Programme Performance Information for FY 202312/ -FY ZON|ZT MTEF Period

240. Annex Table 4a provides a suormary of expenditures by programmes for the FY
2023124- 2026127 period. Annex Table 4b provides a detailed report with information on
prograflrmes outputs, key performance indicators, and the set largets for the FY 2o23124 -
2O26127 p,nod.
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Transformation Agenda; and Fourth Medium Term Plan of Kenya Vision 2030. The
identified prcgrammes and projects are expected to facilitate job creation and poverty
reduction during the 2023124 -2025/26 MTEF Period.

228. To effectively implement the identified priorities, the sector has a total allocation of
KSh. 308.8 billion, KSh. 391.2 billion and KSh. 510.8 billion for FY 2O23124,FY 2024125
and FY 2O25126 rcspectively.

National Security Sector

229. The Sector is key in facilitating a secue and conducive environment for socio-economic
and political development. The Sector entails promoting a cohesive, egalitarian,
technologically efFrcient and progressive society with a good quality of life. It is therefore a
critical enabler in the realization of the "Big Four" Agenda.

230. The Sector will continue to address contemporary and emerging threats to national
security that undermine peace and development. These include terrorism, radicalization,
human and drug trafficking, rnoney laundering, cyber-crime and other socio-economic and
political challenges. The Sector will also work on modalities to strengthen security and safety
of public schools, tertiary raining institutions and universities. Further, digitization of
services within lhe sector especially expansion of the National Integrated Command and
Control Cente (lC3) will enhance security in the Country.

23 I . In order to implement the prioritized programmes and minimize the above mentioned
threats, the Sector has been allocated KSh.219.2 billion, KSh. 242.6 billion and KSh. 228.4
billion in FY 2022123,F\ 2023124 and FY 2024125, respectively. This comprises of KSh.
186.6 billion, KSh. 193.6 billion, and KSh. 198.6 billion for recurrent expenditures and KSh.
32.6 billion, KSh.49.l billion, and KSh.29.8 billion for development expenditure for the
same period.

Social hotection Culturc and Recreation Seclor Report

232. The Sector comprises of six Sub-Sectors namely: Youth Affairs, Sports and the Arts;
Cultue and Heritage; Labour and Skills Development; Social Security and Pmtection; and
Gender and Affirmative Action. The Sector plays a critical role towards the achievement of
the Fourth Medium Term Plan (2023-2027) of the Kenya Vision 2030 and the Govemment
priorities progmmmes and projects. The Sector also contributes !o the fulfilment of various
regional and international obligations including the Sustainable Development Goals (SDGs)
and Africa Union Agenda 2063.

233. The Sector made significant achievements during the MTEF period 2Ol9/2O - 2021122
which include: regimented and trained 86,715 youth in paramilitary and vocational skills;
facilitated 126,643 youth to access loans and grants amounting to KSh. 2.658 billion for
business start-ups, expansion and establishment of cottage industries; developed policy
framework to enhance promotion of safe, orderly and prcductive Labour migration;
developed standards and guidelines for implementation of the Policy on Recognition of Prior
traming (RPL) both in the formal and informal sectors of the economy; provision of cash
Fansfers to 278,945 Orphans and Vulnerable Children (OVCs), 37,023 Persons With Severe
Disabilities and 766,935 Older Persons; suppoaed 22,300 OVCs with education scholarships
through the Presidential Secondary School Bunary Fund; registered 93,080 PWDs in order to
access services.

234. In the medium term period 202312+2025126, the Sector will prioritize implementation
of the following key strategic interventions; engagement of youth in leadership and
governance initiatives; youth empowerment and employment promotion; protection of the

t
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223. During the MTEF review period, 2019120 -2021122, the Sector recorded achievements

in various programmes and activities notably: acquisition and modemization of assorred

security equipment, improved police and prison officers'welfare through provision of
additional housing units, enhanced surveillance system and enhanced cotTuption prevention

measures, police accountability and establishment of the Judiciary Fund. The Sector also

enhanced recovery of proceeds of crime and the fight against money laundering where KSh.

l.l billion worth of assets and cash were forfeited to the state. Contained 53249 offenders in

humane and safe custody, provided 66086 social reports to courts, traced and recovered

public tunds worrh Ksh. 20.74 billion, averted loss of public funds KSh. 20.23 billion.
Besides, cascading e-passport system to 4 local and 6 foreign mission stations, registration of
37 million Kenyans into NIMES,405,868 business entities regislered whilst 3253 cases filed
against the Government were concluded, Prcsecuted 1,122,721 cases with an average

conviction rate of 92.4.k, investigated and finalized 2366 cases on police misconduct,

upgraded integrated political parties' management system to enable the public check, register

and resign as memben of a political pafly, and spearheaded enactment of amended Political

Parties Act,201LThe sector also appointed the chiefjustice and 42 judges and additional 823

judicial staff, processed and resolved 4,941 human righs violations lodged by 5'142

ctmplainants.

224. The Sector priorities during the MTEF period 2023124 - 2025126 will be aligned 0o

prcgnammes and projects as outlined in the fourth draft Medium Term Plan (2O22'2027) ot
the Kenya Vision 2030. ln order to implement the prioritized progranmes, the Seclor has a

rotal allocation of KSh.229.8 billion, KSh.242.6 billion and KSh.253.0 billion for FY
2O23t24, FY 2024/?'5 aad FY 2O25126 respectively. This comprises of KSh. 219.9 billion'
KSh. 229.3 billion and KSh. 238.6 billion for recurrent expenditure and KSh. 9.9 billion'
KSh. l3.l billion and KSh.14.2 billion for development expenditure for tlrc same period.

Public Admlnlstrstion and International Relations Sector Report

225. Public Administration and Intemational Relations sector is comprised of twenty Sub-

Sectors. They include: the Executive Office of the President; Office of the Deputy Prcsident;

State Department for Cabinet Affairs; State Department for Dcvolution; State Depaltment for
Performance and Delivery Management; Stat€ Department for Parliamentary Affairs; State

Department for Foreign Affairs; state Department for Diaspora Affairs; The National

Treasury; Srate Department for Economic Planning; State Department for Public Service;

Parliamentary Service Commission; National Assembly; Parliamentary Joint Services;

Commission on Revenue Allocation; Public Service Commission; Salaries and Remuneration

Commission; Office of the Auditor General; Office of the Controller of Budget; and

Commission on Administrative Justice.

226. During the Medium-Term period 2Ol9l2O - 202ll22, a total of 32 programmes were

implemented within the sector. Key achievements included: local economic development h
15 counties; implementation of investment Projects on Health, Trade' Agriculture, Roads and

Water sectors in 39 Counties; hosting of the 9th Edition of Pan-African conference for local

authorities and sub-regional Govemments (Africities Summit); enhanced access to Public
services to over 30 million Kenyans through the Huduma Kenya Service Delivery Platforms;

First digital Kenya Population and Housing Census ; Consfuction and renovation of 28,712

institutional facilities, awarding of bursary to 2,154,783 beneficiaries; and enhanced public

service performance through implementation of performance management system.

227.In the 2023t24-2025t26 MTEF period, the Sector will implement 4l Programmes and

with corresponding 107 sub-programmes. These programmes are aligned to the Post COVID
19 Fronomic Recovery Stimulus pmgramme (PC-ERS); Bottom Up Economic

I
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216 The Teachers Service Commission recruited 15,000 additional teachers at Secondary
level and 22,3fi) intem teachers. Teachers of Grade I to 5 wer€ trained on competency based
curriculum (CBC), 269,489 teacher's files Digitized and TSC operations automated; 136,703
new teachers were Registered: 47 942 teachers trained on school based teacher support
system (SBTSS) under the SEQIP Project; and lmplemented CBA for teacher 2017 to 2O21 .

217 . The sector has developed key ouputs and performance indicators to guide delivery of
its mandate as well as the realization of its vision in the 2023124-2O25/26 MTEF period.

218. Under Basic Education, the Sector targets to enroll 22018508 srudents in public
primary school and l05l5,l7l in Junior Secondary Schools; enrolment of 345500 SNE
leamers in Primary Schools; Construction of 2,809 classrooms and 1237 laboratories in
Junior Secondary; 9,890,88O students to benefit from the School Feeding Programe;
9530,000 leamers to benefit fmm saritary towels; I 1335,589 students enrolled in Public
Secondary Schools; Construction of 2,835 classrooms and 474 laboratories in Secondary
Schools; Enrolment of 345500 SNE leamen in Secondary Schools; 50 curriculum designs
developed for Grade l0 to 12 and 9l,500 institutions assessed for quality and standards.

219. Under TVET, the sector intends to enroll 345,7M trainees in National Polytechnics;
620,628 trainees to be enrolled in TVCs; I 1535 students to be enrolled in Spocial Needs
TVCs; 7J00 TVET trainers accredited; 50 CBET curriculum developed; 7,000 TVET
trainers recruited and 87 worKSh.ops equipped in the existing TVCs.

220. Under Universities, the sector targets to enroll I,936,895 students in universities; award
loans to I 329,31 I students in Universities and TVET through HELB and support 431
Research pmjects. The Teachers Service Commission plans to recruit 30,00O teachers for
Primary and Secondary Schools and recruit 60,000 intern teachers.

221 . To implement these programmes, the Sector has been allocated KSh. 597.2 billion, KSh.
617.6 billion, and KSh. 639.4 billion in FY 2O23124, Fy 2024125 and FY 2025126
respectively. This comprises of KSh. 562.9 billion, KSh. 591.2 billion, and KSh.6l7.2 billion
for recurrent expenditure and KSh. 343 billion, KSh.26.4 billion, and KSh. 22.2 billion for
development expenditures for the same period.

Governance, Justice, lrw and Order Sector

222. Govemance, Justice, Law and ffier Sector (GJLOS) consists of frfteen (15) sub-
s€ctors, nineteen (19) Semi-Autonomous Govemment Agencies (SAGAs) and several
tribunals, each with specific functions and mandates. The Sector is principally engaged in
maintenance of law and order, expansion and accountability programmes, security
cmrdination, provision of secure Government documents provision of correctional services
to offenders, enhancing the integrity and access to population registration , immigration
services and rcfugee management, installation of surveillance cameras in major cities,
expansion of police training colleges, r€presenting and advising the Govemment on legal
matters, and the roll out of national legal aid services to indigent persons, registration and
rcgulation of political parties, provision of prosecution services, pmtection of witnesses,
hghting corruption and economic crimes, pmmotion and protection of human rights and
fundamental freedoms, conduct of elections and delimitation of electoral boundaries, delivery
of justice, promote and facilitate the independence and accountability of the Judiciary and
transparcnt administration of justice, promotion of gender equality and freedom from
discrimination, monitor and investigate policing operations affecting members of the public
among others.
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42 Enhancement of County Governments' Own'Source'Revenue

247. During the FY 2021122 County Governments were able to raise a total of KSh. 35.9

billion in Own Source Revenue (OSR) against an annual target of KSh. 60.4 billion (Figurc

4/). This rcpresents 59 percent of the annual OSR target n FY 2021122. Only four County

Covemments were able to collect morc than one hundred percent of their annual OSR target

in FY. These County Governments arc Turkana, Migori, Lamu and Vihiga Counties.

Figure 4/: FY mmnl Actual Revenue Collected by the County Goveraments as a
of Annual Revenue

Sourcc of Data: Contollcr of Budga

248. A report of the County Govemments by the Commission on Revenue Allocation on

Comprehensive Own Source Revenue Potential and Tax Gap published in June 2022,

estimates the rcvenue potential of all the 47 County Governments at KSh. 215.6 billion
against the currcnt OSR collections of KSh. 35.9 billion in Fy 202ln2.In order to improve
on their OSR collections, the rspon recommends the adoption of automatic and cashless

payments systems as well as streamlining of tax&tion and fees structurc by the County
Govemments. In addition, the rcport recommends the need to strengthen collaboration and

data sharing between different organizations and departments within and outside the County
Governments in order to enable lhe Counties to monitor their revenue base, evaluate their
rcvenue raising activities and adopt an evidence-based approach to OSR policy decision

making.

249. In order to support the County Governments to enhance their Own Source Revenue'

the National Treasury in consultation with the County Governments and other stakeholders

developed the National Rating Bill and the County Govemments (Revenue Raising Process)'

Bill. The objective of the National Rating Bill is to unlock more r€venues for the County
Govemments from property taxes. On the other hand, the County Govemments (Revenue

Raising Process), Bill outlines the process to be followed by counties in exercising their
power under Articles 209 and 210 of the Constitution to impose, vary or waiver taxes, fees,

levies and other charges.

250. Since the two bills lapsed in the l2th Parliament, the National Rating Bill has been

republished by Parliament while the County Governments (Revenue Raising Process), Bill
has been resubmitted to Cabinet to consider and approve its re-submission to the l3th
Parliament for ensctment into law.
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Figure 42: Fy mAne Actual Development Expendlturcs as a Perceotage of Total

Sourcc of Dau: Contollcr of Budgct

4.1.2 Compllence wlth the Requirement on Etpendlture on Weges and Benellts

246. County Govemments are required under Regulation 25(l) (b) of the PFM (County
Govemments) Regulations, 20 I 5 to ensure that expendirurc on wages and benefits does not
exceed 35 percent of their total r€venue. A rcport by the Controller of Budget on review of
County Government's budget implementation for FY 2o2ll22 shows that only l1 County
Government's expenditure on wages and benefits were within the legal thrcshold. The
County Crovemments of Tana River, Mandera and Isiolo had the lowest expenditure on
wages and benefits st 28% percent. The report further revealed that 36 County Governments
spent beyond the legal threshold. Machakos spent 62 percent followed by Garissa at 60
percent and Kisii at 58 percent (tlgure 43). County Governments are called upon to put in
place measures that can move them towards meeting the legal threshold as provided by law.

Figure 43: Fy m2ttZZ County Governmmts' Actual Expenditures on Wages and
Beneftts as a of Totel Ac'tuel Revenue

Sourcc ol Daa: ControUer of Budga
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IV. COUNTY FINANCIAL MANAGEMENT AND DIVISION
OF REVENUE

4.1 County Governments' Compliancc with Fiscal Responsibility hinciples

4.1.1 Compllence with the Requlrement on Development Spending Allocrtions

244. County Governments are nsqufued to allocate a minimum of 30 percent of their budget

over medium-term oo development expendioue as provided for under Section 107 (2) (b) of
the PFMA,2012. All the County Govemments excep Nairobi Cily County and Kiambu
complied with this legal requirement and allocated at least 30 percent of their approved

budget o development in FY 202ll22 6-igure 4.1).

Figure 4.1: Fy mfiZZ Budgeted Devdopment Expendihrre as a Percentage of Total

Sourcc oJ Doa: Contoller of Budgct

245. Even though most County Govemments allocate a minimum of 3O percent to
development expenditure, a majnrity of them do not meet this rcquirement in terms of actual

expenditure on development. During trc FY 2021122, only 12 County Governments were

able to utilize at least 30 percent of their total expenditure on development. The County
Government of Marsabit spent 41.8 Percent, Uasin Gishu 37.1 perc€nt and Nakuru 35.3
percent. On the other hand, a total of 35 County Govemments spenl less than 3O percent on

development inFY 2021122. Nairobi City Counly Govemment had the lowest expendiuue at

10.7 percent while Narok and Garissa Counties spent 12.6 percent and 12.5 percent

respec tively (Figue 4r).

!ll ll:ili; giiItrisiiilli!iilr irii!i!i ii!!t!il i!
t-a

ItLatlnaTh. hold PFU Raqurafifit 
- 

tot Maanqtha PFlto iqulrixtL(ltt.-

5

I
$t

lot

10i

fifiifiEiifi6trrrf;dfiIrrrr66tttItt6

ifi[fiiittrfi

s8l 2023 Budget Policy Statement



35 Public Participation/ Sector Hearings and Involvement of Stakeholders

241. Public participation and involvement of stakeholders in the medium-term budget
process is a Constitutional requirement. In fulhlment of this requirement, while preparing the
2023 Budget Policy Statement (BPS), the resolutions adopted by Parliament on the previous
Budget Policy Statements were taken into account. Annex 3 explains how the resolutions by
Parliament on the 2021 BPS and 2022 BPS have been taken into account in the 2023 BPS
and the rcasons thereof. Additionally, Sector Working Groups (SWGs) werc convened !o
develop the seclor reports, which were subjected to public hearings for the FY 2023124 and
medium-term budget were held between I ld and 136 January, 2023. Annex Table 5 provides
a summary of policy issues raised during the Public Hearings and the responses.

242. Further, the draft 2023 BPS was uploaded onto the National Treasury website on t86
January,2023 inviting the public and stakeholders to share comments. As required by the
Public Finance Management Act (PFM) Act,20l2, the document was further shared with the
various stakeholders including:

i. Institutions listed in the PFM Act,20l2 which include: the Commission on Revenue

Allocation; County Govemments; Conroller of Budget; Parliamentary Service
Commission and the Judicial Service Commission;

ii. Institutions that constitute the Macro Working Gmup which include: the National
Treasury, State Department of Planning, Central Bank of Kenya, Kenya Revenue

Authority, Kenya National Bureau of Statistics, Kenya Institute of Public Policy
Research and Analysis and Commission on Revenue Allocation;

iii. Cabinet Secretaries and hincipal Secretaries of all Government Ministries and the

Office of the Attomey General; and

iv. Office of the Council of Economic Advisors and Office of Fiscal Affairs and Budget

Policy at the Executive office of the President.

243, The conrments were considered in finalizing this document. A summary of the
comments received from the various stakeholders and the public and the actions taken are
summarized in Annex Table 6.
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There is need for the County Govemments to take stock of all the pension liabilities and

ensur€ proper recording in the stock of County pending bills. In addition, Counties should

prioritize the settling of these liabilities to ensure County staff do not retirc without a pension.

4.4 Division of Revenue between the Natlonal and County Governments

4.4.1 Performrnce of Shareable Revenue

258. Ordinary revenue collected over the years has been below larget excePt for FY
2021122 when the target was surpassed as indicated in Flgure 45.

F 45: Estimatcs of Revmue vs. Achral Revenue (KSh. trillion)

Soutcc of Data: National Trcasury

,1.4.2 Divlsion of Revenue lor FY 202312/

259. Based on ordinary revenue projrxtion of KSh.2571.2 billion in FY 2023124' KSh.

2,177.9 billion has been allocated to Nationd Government, KSh. 385.4 billion to County
Govemments as equitable revenue share to the two levels of Govemment and KSh. 7.9

billion !o the Equalization Fund. The allocation to County Governments' equitable revenue

share of KSh. 385.4 biltion in FY 2O23D4 is informed by the following prevailing

circumstances:

a) The proposal to incrcase the equitable shar€ to KSh. 385.4 billion in the F\ 2O23124 is

equivalent to 245 percent of the last audited accounts (KSh. 1573.42 billion for FY

2OL912O) and as approved by Parlianrent. The proposed allocation thereforc meets the

rcquircment of Article 203(2) of the Constitution. This allocation of KSh. 3854 billion

rcpresents 15.0 percent of the projected revenue in the FY 2O23124 and is higher than the

initial proposal of KSh. 380.4 billion or 14.8 percent of pmjected rcvenue in the FY

2O23t24 and complies with the minimum allocation as per the requirements of Article

203(2) of the Constirution. This therefore implies there could be a resource gap of KSh.

5.0 billion during the disbursemetrt process.

b) High level of debt financing, requirement in the conlest of limited avenue to financing

from domestic and international financial markets.
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Table 4.1: Pa5ment of 30e June, 2020 Audited Pmdtng Bills by County Governments as
et 2lr December xxz

Sourcc of Daa: Offcc ol thc Auditor C.nctal and Controlkr oJ Budgct

4.32 Strtutory Remlttrnces

257 . Most of the County Govemments owe money to the various pension funds
(LAPIRUST, LAPFUND and County Pension Fund) which have accumulated over the
years. Some County Governments ar€ not reflecting these pension liabilities in their pending
bills stock hence posing a geat risk that these liabilities may not be prioritized for payment.
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a) All Counties are to rcgulady report on pending bills in accordance with the financial

Bporting template by the Pubtic Sector Accounting Standards Boad (PSASB). Further to

this, the National Trcasury issued a Circular Ref: AC.3/83/ I /Vol.VU (22) daled I lth May

2O22 to all CECMs for Finance on Year End Closing Procedures for Financial Year

m2lln22. According to this Circular Part 3.15 (ix), County Govemnents arc rcquir€d to

disclose in a note to the financial stat€ments, details of all pending bills ' incltding the

date, beneficiary, descripion and smount and the rcason why the amount was oot settled

by the due date.

b) The CoB will continue to provide regular updates on the prcgrcss made on settlement of
eligible pending bills; and,

c) County Governments are to provide monthly payrnent plans for outstanding peoding bills

which aim at settling the pending bills on a First-In First-Out basis.
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251. Contribution in Lieu of Rates (CILOR) arc rates payablc to the County Govemments
in respect of public land as provided for under the Valuation for Rating Act (Cap 266);
Rating Act (Cap 267) and the Valuation for Rating (Public knd) Rules. Prior to devolution,
the defunct local authorities received CILOR from the Central Govemment for public land
within their jurisdiction. However, since devolution, only Laikipia County Covemment
received CILOR from the National Govemment through a supplementary budget. This is
mainly due to inadequate legal framework for claiming CILOR, widespread lack of up-to-
date valuation rolls !o support imposition of property rates and counties being unfamiliar with
payment of CILOR procedues. The National Treasury together with the other stakeholders
are working on the modalities of how the outstanding CILOR will be paid to the respective
counties.

252. As part of the implementation of the National Policy to Support County Governments
enhance their Own Source Revenue, the Commission on Rcvenue Allocation (CRA) in
collaboration with the National Treasury and other stakeholders is in the process of
developing a model tariffs and pricing policy. The County Govemments are expected to
customize this model policy to develop their rcspective tariffs and pricing policy in line with
Section 120 of the County Government Act,2ol2. The tariffs and pricing policy will form
the basis for levying fees and charges by the County Govemments.

43 hudent Management of Fiscat Risks

4.3.1 Pendlng Bills

253. According to Section 9a (l) (a) of the PFM Act,2ol?, failure to make any payments
as and when due by a State organ or a public entity may be an indicator of a serious materid
breach or a persistent material breach of measures eslablished under the Act. In this context,
Article 225 of the Constirution read together with Section 96 of the PFM Act gives the
Cabinet Secretary rcsponsible for Finance powers to stop transfer of funds to &e concemed
State organ. A special audit by Off,rce of the Auditor General (OAG) verified eligible pending
bills by County Govemments amounting to KSh. 48.1 billion as at 30th June, 2020. In
addition, KSh. 108.1 billion worth of pending bills was found to be ineligible for payment
due to lack of documentation to support services rendered or work done.

254. A report by the Controller of Budget (CoB) indicates that by 2lst December, 2022,
Counties had settled KSh.22.9 billion (47.6% of the eligible pending bills) leaving an
outstanding balance of KSh.25.l billion.

255. In relation to the ineligible pending bills, the lntergovemmental Budget and Economic
Council (IBEC) through a resolution of lSth June 2019 instructed all County Govemments to
establish an Ineligible Pending Bills Committee to verify these bills. Once verified, it was
resolved that the aflcars should be prioritized and paid. As at 2l st December, 2022, a total of
KSh. 1.8 billion of the ineligible pending bills had been paid by the County Govemments,
leaving a balance of KSh. 106.2 billion.

256. In order to control accumulation of pending bills, a number of mechanisms have been
put in place. In a Circular No.2l2O22 daled 24th March 2O22, the National Treasury required
all Govemors and County Executive Committee Members (CECMs) for Finance to urgently
ensue outstanding pending bills are paid as soon as possible so as to comply with the PFM
act and most importantly avoid disrupting the operations and other financial obligations of
the county Govemment due to stoppage of monthly disbursements. Other measures geared at
ensuring that there is no furlher accumulation of pending bills include:
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45 Intergovernmental Fiscal Tranders

261. Article 202 (2) of the Constitution provides that County Govemments may be given

additional allocations from the National Government's share of revenue, either conditionally

or unconditionally. Management of intergovemmental fiscal transfers is provided in the PFM

Act,2Ol2, its Regulations and National Trcasury Circular No. 8 of 2017 on'Guidelines for
the Management of Intergovemmental Fiscal Transfers in Kenya". National Government
ministries are responsible for development of grant frameworks and conditions to be met by

counties. The Accounting Olficers in the respective ministries are rcsponsible for the review
and appmval of financial and non-linancial reports p'rior to submission o the National
Treasury.

4.6.1 Additional Allocrtions

264. In FY 2O23124, the National Treasury proposes to allocate KSh. I l.l billion as

additional allocations (Conditional and Unconditional) fmm the National Govemment sh8re

of revenue and KSh. 33.2 billion as additional allocations from proceeds of loans and grants

to C-ounty Governments. [n order to operstionalize the national govemment's pmgramme on

aggrcgated industrial parks, each county govemment has been allocated KSh. 100 million as

a conditional grant in FX 2O23D4. This new conditional gnnt fmm the National
Government's share of revenue ranslates to KSh. 4.7 billion to all the 47 County
Governments. The additional conditional allocations arE meant to support specific national
policy objectives to be implemented by County Governmens. (Table 4.6).

t
t

I
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Table 45: Revenue Allocatron for Each Count Government

Source oJ Data: National Treasury

a.a <.r-.- r---,
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Table 43: Division of Revenue Raised Nationatly for FYs 202fr121 - n8la (Ksh.
Million)

261. Table 4.4 shows the disaggregation of total pmposed transfers to the counties.

Table 4.4: D tion of Governments' Allocation (KSh. Million)

45 Horizontal Allocation of Revenue among the county Governments FY

20231z

262. Horizontal allocation of revenue among the County Governments for FY 2O23124 is

based on the Third Basis, which was considered and approved by Parliament in September,

2020. The third basis takes inlo account the following parameters: Population (18 percent);

Health Index (17 percent); Agriculture Index (10 Percent); Urban Index (5 percent); Poverry

Index (14 percenri; Land Area Index (8 percent); Roads Index (8 percent); and Basic Share

Index (20 percenr). The County Governments equitable shares for FY 2023124 are as shown

in Table 45.
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c) Incr€ased Govemment expenditure need relating to drought intervention, fertilizer
subsidy and the Hustlers Fund;

d) In the medium lerm, shfiing of resources will be pegged on the financing consrraints and
not on the budget. Availability of resources is key and it should be remembered that
National rreasury did not disburse KSh.29.6 billion to County Govemments in the Fy
2021122 due to financial constraints. This amount was however disbursed to the county
Governments in FY 2022t23; and

e) The fact that the National Govemment continues to solely bear shortfalls in revenue in
any given financial year while county Govemments continue to receive their full
allocation despite the budget cuts affecting the National Govemment entities.

17 . Based on the proposal on the division of revenue, county Govemments will therefore
receive a total of KSh. 385.4 billion in FY 2o23t24 as equitable share of revenue raised
nationally Clable 42).

Table 42: C Governments' uitable Revenue Share . Million

Sourcc of Data: National Trcosury

260. In addition to their pmposed equitable share of rcvenue, counry Govemments will
receive lhe following additional conditional allocations:

' From the National Governments' equitable revenue share, conditional allocations
amounting to KSh. 454 million for constnrction of county headquarters and KSh. 5.9
billion for leasing of medical equipment and KSh. 4.7 billion for the aggregated
Industrial Parks programme (Table 43X. Equalization Fund to the marginalized areas amounting to KSh. ?.9 billion; and. KSh. 33.2 billion from proceeds of external loans and grants.
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Ereline ke o&otbn il dre prehusF'll 34m 316fr ,14y[ ,rqm m,m
L Adjuinen! lor mmue gawdr 1sfr 361m $,m
2 tuteme Shore (RMLF, LaelS lloqltol &onl

Conpawtion lor forEone user lm ond

Rehobfrb VfugePolytdlnb; 17,40

Tnnsluof libmrytuviu 425

C.mtpuhd quidlc eurnrrr 5h& Allooiin 34n ilqs tqm ,rqm 15,16

65 2023 Budget Policy Statement



276. It is against this backdrop that the IBEC Lrgal Committee was tasked with the

responsibility of developing a framework tro enable transfer of funds emanating from court

Iines rclating to county legislation from the exchequer to the County Revenue Funds.

Following the adoption of the framework, the National Treasury wrote to the Attomey

General requesting for gazettement of the approved framework for collection and transfer of
court fines imposed under county legislation fmm the National Government to the County
Govemments.

277. The Attorney General on his part advised that whal the framework envisages to be

achieved can only be done by way of appmpriation or by ensctment of an Act of Parliament

specifically excluding the fines and penalties raised from contravention of county legislation
from Consolidated Fund and Payable to the County Revenue Fund. In this regard, the

National Trcasury is proposing to exclude the court fines emanating from contravention of
County Government legislation from the Consolidated Fund using the County Govemments

Additional Allocations Act. If this proposal is adopted by Parliament, KSh. 108.7 million
enunating from contravention of County Governmenl legislation will be transferred to the

ten County Govemments whose laws were contravened in the FY 2023124. This amount

consists of court fines raised in the FY 2Ol9l20,2O2Ol2l and 2O21122.

4.7.6 County Governments Publlc Finence M.nrgement

278. The National Treasury in the Frnancial year 2O2V2O23 through a Multi-Agency
Taskforce identified challenges faced by County Govemments in the management of public

finance. These challenges include weak linkage benreen planning and budget formulation,
high outstanding pending bills, low development budget absorption, under-performance in

own-source revenue, failure to use the prescribed financial systems (such as IFMIS ' IPPD

among others), non-adherence to fiscal responsibility principles, pilferage of public

resources, inadequate understanding of the Office of the Contloller of Budget's role in
approval of county rcquisitions, high wage bill, weaknesses in human nesource management,

weak ovenight by County Assembly and a weakened intemal sudit function among olhers.

279. The Task Force proposed fileasures to address these challenges including:
development of a national legislation on planning to guide planning at both levels of
Governments; integration of national and county planning; development of a national

resource mobilization strategy; operationalization of all IFMIS modules including pending

bills, accounts receivables; monitoring and evaluation; development of a standardized

framework for assets valuation in counties; fast-tracking the processing of Auditor General's
reports in the County Assemblies and the Senate to strengthen oversi8ht in the management

of public finance functions in counties; customization of human resotrrct policies by the

Ministry of Public Service in consultation with the Public Service Commission , IGRTC and

County Governments; amendment of various Sections of PFMA, 2012 and continuous

capacity building of County Govemments officials on all PFM related areas.

280. Going forward, the National Treasury together with the relevant institutions will
implement the Taskforce's recommendations on County Governments public finance

management with a view to resolving some of these challenges in order to improve public

hnance management in County Govemments to foster and promote success in the devolved

system of govemance in the country.
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4.7.2 Integreted County Governments Revenue Menegement System

271. The County Covemments continue to use unintegrated revenue management systems
with high administrative costs and revenue leakages. There is need therrfore to fast track the
development and implementation of the integrated County Governments revenue
management system to ensure that the County Governments use a uniform system that seals
revenue leakages and provides value for money invested in it.

4.7.3 Shrrlng of Mineral Royrlty Revenue wlth County Governments and
Communities

272. The Mining Act 2016 provides for the sharing of revenues arising from mineral
royalties amongst the National Government, beneficiary counties and communities. Whereas
a framework for sharing of the mineral royalty revenue among the National Govemment,
County Govemments and communities was developed, the Attorney General's office advised
that there was need to develop the regulations to the Act to provide the mechanism for the
transfer of these mineral myalties to the communities.

273. In this rcgard, the Cabinet Secretary, Ministry of Mining, Blue Economy and
Maritime Affairs has already constituted a taskforce to develop the regulations that will
unlock the disbursement of revenue from mineral royalties to the communities as envisaged
by the Mining Act 2016. In addition, the National Treasury is proposing for the allocation
and disbursement of mineral royalties due to the County Govemments to be provided lhrough
&e County Govemments Additional Allocations Act as an unconditional grant.

4.7.4 Transfer of the Llbrary Services Function

274. Even though library is a devolved function, the attendant pay roll of approximately
KSh.425 million has not yet been transferred to the County Governments. Library Services
being a devolved function under the Founh Schedule of the Constitution, the attendant
resources should be disbursed to County Covemments as equitable share. For the first three
FYs, this amount will be included in the equitable share allocation for the 33 County
Govemments starting from FY 2023124 in a phased approach: - 100% for Fy 2023124,75%
for F\ 2O24D5 @alance of 25% to be shared as equitable share) and 25% for FY 2025126
(balance of 75% a be shared as equitable share). However, after the three FYs, the 33
County Governments will be rcquired to integrate the salaries of these staIf into their pay roll,
after which the entire KSh. 425 million will be available for sharing as equirable share among
the 47 County Governments. This is in line with the constitutional principle of transferring
r€sourges to devolved functions.

4.7.5 Revenue from Court Flnes emanating from County Legisletion

275. During its lTth frinary Session held on 3lst May, 2022,lntergovemmental Budget
and Economic Council (IBEC) considered and adopted a report and a framework for sharing
the funds arising from the contravention of county Government legislation. The report
showed that funds raised hom contravention of County lcgislation are retained by the
Judiciary and transferred to the National Treasury. The County Governments had proposed
the sharing of fines and penalties collected by the couts as Own Source Revenue (OSR) for
the County Governments.It was noted however, that the current legal regime requircs that all
revenue collected by the Judiciary be sent to the Consolidated Fund. The Council had
thercforc proposed that such monies arising from County legislation be transferred back to
counties.
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4.6.2 Equelisatlon Fund

265. The Equalisation Fund is esrablished under Article 2(x 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 Fund was initially operationalized using guidelines on

administration of Equalisation Fund published in gazette notice No. l7l I of l3th March

2015. However, the High Cowt ruling on petition No.27212016 on 5th November, 2019

quashed the guidelines. This in effect disbanded the F.qualisation Fund Advisory Board

(EFAB) and stopped any further expenditures from the Equalisation Fund.

266. In line with the High Court ruling, the National Treasury through a multi-agency

committee developed the PFM (Equatisation Fund Adminisration) Regulations 2021 which

were approved by Parliament in October 2021. The Regulations provide for: (i) guidance on

the adminisEation and management of the Equalisation Fund; (ii) the completion of ongoing
projects under the firsr policy; and (iii) implementation of new projecs under the second

policy and subsequent policies.

267. The Equalisation Fund Advisory Board has now been fully constituted in accordance

with Regulations 4 and 5 of the PFM (Equalisation Fund Administration) Regulations 2021.

The Board is currently working to implement the Regulations and ensure completion of
projects as identified by the first policy and the implementation of programmes in the second

and subsequent policies.

4.7 Emerging Issues and Policy Interventions

4.7.1 Transfer of Functions rnd Cooperation between Netional tnd County
Governments

265. Anicles 187 and 189 of the Constitution provides for the transfer of functions and

powers between levels o[ Govemment as well as cooperation between the National and

County Govemments. To operationalize these provisions, Parliament enacted the

Intergovernmental Relations Act (IGRA),2012 to establish a framework for consultation and

cooperation between the National and County Govemments and amongst County

Govemments. The IGRA also provides for the mechanisms for the resolution of
intergovemmental disputes pursuant to Articles 6 and 189 of the Constitution, and for
connected purposes.

269. In order to bring clarity on transfer of functions and cooperation between and amongst

either level of Government, the National Treasury in collaboration with other stakeholders is

in the pnrcess of developing a legislation for operationalization of Articles 187 and 189. The

draft amendment bill to the PFM Act,2012 is currtntly being processed for submission to the

public for comments. In addition to the amendment bill, the National Treasury in
iollaboration with other stakeholders will develop the relevant policy to anchor the

legislation.

Z7O. The enactment of this law by Parliament will facilitate the financing of transferred

functions and cooperation between the two levels of Governments. It will also provide for

cooperation among counlies that intend to implement inter-county projects.

(

70 2023 Budget Policy Statement



Table 46: Additional Allocations to Coun Governmmts for FV nZStU

Source: The National Treasury

Additiooal Uncrnditionsl Allocations fiom the National Goveroment Share of revenue

Additiooal Nlocation Amount in KSh,

Court Fines from County lrgislations 108,660.979
Totd 10E@'979
Additional Coodttional Allocations from the National Government Share of rrvenue

Constnrction of County Headquarters 454,0m,000
Leasing of Medical Equipment 5,862000,000
Aggregated Industrial Parks Programme 4,700000,000
Tot l u,016,0m,000
Additiond Conditional Nlocatio'ns Fimnced fiom prooeeds of lmns and grants hom
Devdopment Partners for Financ-lal Yenr 20231A
Addltional Allocadon Amoutrt In KSh.

IDA (World Bank) credit (National Agricultural and Rural Inclusive
Growth ect (NARIGP)

3,1s0000,000

IDA (World Bank) credit National Agricultural Value Chain
Development Prcject (NAVCDP)

8250000,000

IDA (World Bank) - Kenya Climate Smart Agriculrure Project
(KCSAP)

2,160,000,000

IDA (World Bank) credit: Water & Sanitation Development Project 5,350000,m0

DANIDA Grant - Primary Health Care in Devolved Context 577,500,000

IDA (World Bank) Credit
(Financing Locally- [rd Climate Action (FLLICA) Progmm -County
Climate Institutional Support (CCIS) Crants

517,000,000

IDA (World Bank) Credit
(Financing t ocally- lrd Climate Action (FLLnCA) Program -
County Climate Resilience Inveshent Grant

6,187J00,000

Sweden- Agricultural Sector Development Support Pr,ogramme
P) IIASDS

72,797 2s3

German Development Bank (KfW)- Drought Resilience Programme
in Northem Kenya (DRPNK)

765,000,000

World Bank - Emergency l,ocust Response Project (ELRP) 2,302,630288

World bank - Kenya Informal Settlement Improvement Project
(KISIP U)

326953O,746

Kenya Livestock Commercialization hoject (KELaLOP) 344,300,000

Aquaculture Business Development Project (ABDP) 245,879,t20

TOTAL 33,192137AU7
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e) Fiscal risks shall be msnagd prudently

Kenya's risk remains high duc to volatile international commodity prices, tighter extemal

Iinancing conditions, elevated inflation and continued drought. The Govemment continues to

respond to these adverse impacts through fiscal measures such as fenilizer subsidy and

provision of certified seeds to farmers to enhance agricultural productivity. In addition, the

Govemment will continue with the f-rscal consolidation Programme which is expected to

reduce debt vulnerabilities and ensure a strcnger debt sustainability position going fonrard.
To manage fiscal risks prudently as required, tle Government has improved its
macroeconomic forecasts and regularly reviews the impact of macroeconomic pmjections
and their implications on the budget. Potential fiscal risks arising from contingent liabilities,
including from Public Private Partnership projects among others are taken into account and a

contingency provision made to cushion the economy from unforcseeable shocks. Further, the

recently established Fiscal Risk Committee will play a key role in identification,
quantification and management of fiscal risks going forward.

f) A reasonable degree of prtdic-taHlity with respec-t to the levd of tax retes end tax

bases shall be maintained, taking into acrcount any tax reforrns that may be made in

the futurt

On the principle of maintaining a reasonable degree of prediclability \.vilh rcspect to the level
of tax rates and tax bases, the National Tax Policy that is being finalised will guide tax

reforms and ensure cerlainty in taxation. Further, the Government continues to carry out tax

reforms through modernizing and simplifying tax laws in order to lock in predictability and

enhance compliance within the tax system. Further, the Government is in the process of
developing a Medium-Term Revenue Strategy (MTRS) that will outline revenue-raising tax

policy and administrative reforms to be undertaken over the medium-term.

The Government will continue to maintain stable tax rales and build confidence in the

Kenyan tax system, enhance compliance and improve predictability while impmving tax

administration. The Government will also use tax policy initiatives to address areas wherc the

tax base has been eroded, to strenglhen revenue mobilization.
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c) Over the medium term, the National Government's borrowings shall be uced only for
the purpose of financing devdopment expenditure and not for rcclrrrent
expeoditure.

The Govemment is committed and continues to adhere to the principle as per the PFM Act
section l5(2) (c) which requires that national Governmenf s borrowed resources be used only
for purposes of financing development and not for recurrent expenditurc. In tie FY 2021122,
a total of KSh. 52[().1 billion was spent on development expenditure. This amount is projected
to increase to KSh.605.1 billion in FY 2022123, KSh.769.3 billion in FY 2023124 and KSh.
I,147.7 billion over the medium term.

d) Pnblic debt and obligations ehall be maintained at a srstaineHe levd as approved by
Parllament for Natlond Government

The National Trcasury raises rcsources through borrowing to finance development projects as
appmved by parlianrnt in the National budget as per the PFM Act Section l5(2) (c) principle
of ensuring that the national Govemment's borrowings is used only for purposes of hnancing
development expenditure and nol for recunent expenditue.

The PFM Act requires that the National Trcasury maintains public debt and obligations at
sustainable levels at all times. Kenya's debt remains sustainable but categorized as facing
high risk of debt distsess (IMF Country Report No. 2U383). As shown in Table 2, the
Present Value (PV) of extemal debt-to-export and Public and Publicly Guaranteed (PPG) of
debt-service+o-exports indicators remain above the thresholds over the medium-term
pmjection period. However, compared to the last DSA assessment, the PV of extemal debt to
exports has improved due to faster rccovery of the tourism sector 8nd the boost to exports as

a result of higher export prices in 2022.

Table 2: Extemal Deb,t SustainaHlity Analysis

. Projcction
Sourcc: IMF Country Rcpon No.22/383, Dcccmbr 2022

The PV of total public debt to GDP ratio remains above the 55 percent benchmark until 2025

as shown in Tsble 3.

Table 3: Kenya's Public Debt Sustainabllity

FY ot dcbt-.to€DP rrrh 35 61.6 6t1 600 57.8 55.9 54I)

Sotncc: IMF Country Rcpon No.22/38j, Dccembcr 2022

As the economy recover from global shocks and fiscal consolidation continues, Kenya's debt
indicators arc exp€cted to improve. However, Kenya debt sustainability is vulnerable to
exogenous shocks e.g., export and exchange rate.

PV of dch-ro4DP r'tb ,() 2't .4 26.6 26.8 26.t 25.6 25.t

PV of dcbt-to-cxpofis rEtio 180 256_t 22t5 2086 r95.9 1865 179.8

PPCI Dcbt s(fvicc-tc.xptrts r&lio t5 235 u6 m5 29.6 212 t92
PFG Dcbt scrvbc-tancvcm: ntio l8 15.3 15.7 152 22.3 l6J 152

lndhrlors 'Jhrtsholds 2O2l 21122 20a1, 2O,J, 2Ol<* 2tl .

lndit'nkrrs Btnchmurk 202t 2022 20ar 2021 20lS 2026
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ANNEX I: ADHERENCE TO FISCAL RESPONSIBILITY PRINCIPLES

In line with the Constitution, the Public Finance Management (PFM) Act,2Dl2, the PFM
(National Government) Regulations, 2015 and in keeping with prudent and transparent
management of public resources, the Govemment has adhercd to the fiscal responsibility
principles as set out in the statute as follows (Table l):
Table l: Performance of Fisl Indicators

Sourcc: The Notioaal Trcosury

r) A minimum of 30 percent of the natlooal Government's budget atlocated to the
developmmt expcnditurc over the medium term.

Consistent with the requirements of the law, the National Government's allocation to
development expenditures has been above the 3O percent of its Ministerial expendirures. In
the FY 2O2lD2, development expenditures as a total expendirurc was 32.0 percent meeting
the set threshold. In the fiscal outlays presented in this BPS, the National Govemment
continues to observe this requirement. The allocation to development expenditures is
projected to incrcase to 35.7 percent in the FY 2023124 and remain above the recommended
threshold over the medium term as shown in Flgure I and Table I .
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ANNEX 2: STATEMENT OF SPECIFIC FISCAL RISKS

Introduction

l. The Kenyan economic growth recovered from the effects of COVID-I9 pandemic to
record a growth of 75 percent in 2021 from a contraction of 03 percent in 2020. Gowlh
momentum was disrupted in 2022 by multiple shocks including a severe drought that affected
most parts of the Country and the Russia-Ukraine conflict that has seen disruption in global
trade with increased fuel, ferriliser, and food priccs. The economy is projected to rebound and
gmw by 6.1 percent in 2023 from the estimated growth of 5.5 percent in 2O22. There are

however, downside risks to the macroeconomic outlook envisaged in this 2023 BPS
emanating from domestic as well as extemal shocks.

2. For prudent managenrnl of risks, the PFM Act, 2012 requires the preparation of a

"Statement of Fiscal Risks. Thus, this section provides an assessment of fiscal risks that the
Kenyan economy is exposed to that may affect the achievement of the macroeconomic
targets and objectives detailed in this BPS. The Frscal risks arise from assumptions lhat
underlie fiscal projections, the dynamics of public debt, and operations of stale corporations,
contingent liabilities, financial sector vulnerabilities and natural risks. Emergence of these
risks could make it difficult for the Govemment to actualize and sustain macroeconomic
policies detailed in this BPS. Thus, this section also details the measures that the Govemment
is implementing to mitigate such risks.

Risk in Changes in Macroeconomic Assumptions

3. Macroeconomic variables play a key mle in the formulation of the budget. The Kenyan
economy is estimated to have grown by 55 percent in 2022 and is projected to grow by 6.1
percent in 2O23 and maintain that momentum over the medium-term. Inflation rate is
expected to gradually ease towards the Government target range while the extemal sector is
expected to remain stable despite the tight global financial conditions. The macroeconomic
pmjections in this BPS may be altered by the uncertainties in the economy as a result of the
projected global economic slowdown and volatile financial markets. The unexpected changes
in these outcomes may pose risks to both revenue and expenditure as projected. Table I
summarizes the likely impact of changes in the 2023 BPS outcomes on the fiscal projections.

Table l: Fiscal Sensitivity to Key Macrneconomic VariaHes, FY m;AlU - m%ttn
(KSh. billlon

Sourcc of Data: National Treatury

Irr f,crdlirt! hBILE
avu na$ uar nt nt friN ,ax frm ,llna ,utB txt,l, frfln

.,,? 42
R.dElo l! Ed GDP (1)h 1.0

tFd .lt2 .12., .13.t .lJ.{ {.1 {.8 -1.6 .1.6 .r.l 4.9

h.ta. 6 infldd lll.0, k
I 0'r Pobt ll2 t2.5 lr.8 15.{ 1.8 5.1 5.9 6.5

Dqaalr|lfi u atd0$ rrta

(lch!Sl)h lFr ni 2L6 21.3 21.2

6.1

2.t

7.r

1,0

8.0

l..l

8.0

3..1 li_J 19.6 20.9 23.5

IE !. l! r.lE of 6Fld
aoodr (Lrst) i,r lfr l2.l -13 -tA -1.6 0.0 0.0 0.0 0.0 l2.l .l.l .t.t .1.6

All $oclr Cmltd 33.5 2l.l 22..1 25.1 l.l .l.l 3.1 3.1 10.5 11.7 19.0 21.1
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4. Stress test (Tabte l) shows that if the projected real GDP growth in 2023 was to reduce
by one percent (from 6.1 percent to 5.1 percent), revenues would decline by I 1.2 billion more
than the decline in expenditure by KSh.6.l billion resulting to an increasc in fiscal deficit of
5.1 billion in FY 2023124. Going forward, this shock would result to a decline in revenues

and expenditures of KSh. 12.5 billion and KSh. 6.8 billion inFY 2024125, KSh. 13.8 billion
and KSh. 7.6 billion in F"t 2O25126 and KSh. 15.4 billion and KSh. 7.6 billion in FY
2026127 ,respetively. The fiscal deficit would worsen as we move from FY 2O23124 towards
w 2026t27.

5. A shock of a one percent increase in the projected inflation rate for 2023, from 65
percent to 7 5 percent, would result in an increase in revenues and expendirures by KSh. I I .2

billion and KSh.6.4 billion respectively in FY 2023124, reducing the projected fiscal deficit
by KSh.4.8 billion. Revenues and expenditures would also increase by KSh. 12.5 billion and

KSh. 7.1 billion in F\ 2024125, KSh. 13.8 billion and KSh. 8.0 billion in FY 2025126 and
KSh. 15.4 billion and KSh. 8.0 billion in FY 2026127, respectively. This would further
decline the fira.l deficit by KSh.6.6 billion in FY 202612'7.

6. A l0 percent depreciation of the Kenya shilling to the dollar would increase revenues
and expenditures by KSh. 20.3 billion and KSh. 2.8 billion respectively in FY 2023124
thereby reducing the projected fiscal deficit by KSh. l?.5 billion. Subsequently in FY
2024125, Fy 2O25n6 snd FY 2026127 revenues would increase by KSh. 22.6 billion, KSh.
24.3 billion and KSh.27.2 billion respectively while expenditures would increase by KSh.
3.0 billion, KSh. 3.3 billion and KSh. 3.3 billion respectively. Fiscal deficit would rcduce by
KSh. 19.6 billion, KSh.20.9 billion and KSh.23.5 billion over the same period.

7. A shock of l0 percent increase in the value of imported goods would increase rrevenues

by KSh. l2.l billion in FY 2O23124, and then decline by KSh. 1.3 billion, KSh. 1.4 billion
and KSh. 1.6 billion inFY 2024125,F\ 2025126,andFY 2026127 respectively. The shock

would not significantly affect expenditures in the outer years.

8. Overall, if all the four shocks were to hit the economy concurently, revenues would
increase by KSh. 33.6 billion, KSh. 2l.l billion, KSh. 22.7 billion and KSh. 25.4 billion in
FY 2023124, F"t 2024125, FY 2025126, and FY 2O26127 respectively. On the other hand,

expenditure would increase by KSh.3.l billion, KSh. 3.4 billion, KSh. 3.7 billion and KSh.
3.7 billion over the same period. The combined shocks reduce the fiscal deficit more in the

FY 2023124. On net basis, the fiscal deficit would decline by KSh. 30.5 billion inFY 2O23124

and KSh. 2l .4 billion by F\ 2026127 .

Assessment of Past Forecast Accuracy of Underlying Assumptions and
Budgetary Aggregates

9. Overall, the macroeconomic assumptions underlying the recent budgets and actual

budget outturn have generally been below target with minimal deviations as shown in Figure
l.
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10. Over the period 2018119-2021122, the average deviation between the assumed and
provisional actual real GDP growth rales was {).7 percentage point with a standard deviation
of 0.9 percentage point. With rcspect to inflation arisumptions, the standard deviation was at
0.8 percentage point over the four years, with the largest deviation being rcconded in FY
202ll22 at 1.4 percent mainly due to the unanticipated inflationary prcssues resulting from
the adverse effects of the Russia-Ukraine conflict (Table 2). Due to the strong dollar, the
exchange rate to the Kenya shilling like all world currencies weakened to KSh. ll4.l in FY
N2ll22cnmpard to KSh. 107.6 inFY 2O2Ot2l.

ll. The actual performance of fiscal aggrcgates against their targets was mainly below
target. Total revenue between FY 2018/19 and FY 2O20Dl fell short of its target mainly on
account of underperformance in ordinary rtvenue. However, rEvenues werc ahve target by
KSh. 7.9 billion in Fy 2021n2 with the ordinary rcvenues recording an over performance of
KSh. 66.4 billion. The average deviation of total expendirure and net lending between FY
20l8ll9 and F\ 2O2lD2 was an underspending of KSh. 182.5 billion. This shortfall was
mainly due to lower absorption in development expendirures by KSh. 92.5 billion.

12. The lower-than-projected spending on development expenditure poses a risk to the fiscal
program, going forward. In order to prievent this risk from materializing and improve
efficiency of public investments, the National Treasury froze initiation of new capital projeca
until the completion of the ongoing ones. The hrblic Investnrcnt Management Unit will
ensurc that all capital projects are planned, appraised and evaluated before funds are finally
committed in the budget.
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Table 2: Deviatiom in Macroeconomic 8nd Fiscal tes

Sotucc : Natiorul Trcasury

13. The Kenyan economy recovered hom the effects of COVID-I9 Pandemic to rcgister a
growth of 6.5 percent in .l,e FY 202ll22 from a growth of 3.6 per€€nt in FY 2020/21 . The
economy is projected to slow down !o 5.8 percent in F\ 2022123 with a 95 percent

confidence level ranging between 8.1 percent and 36 percent at 0.9 percent standard
deviation. The slowdown in growth is due to the multiple shocks that affected the economy in
the second half of 2022. The economy is prcjecM to imprcve and grow by 6.1 percent in FY
2O23124 and at I growth rsnge of arcund 8.4 percent and 3.9 percent using the same stflrdard
deviation at 95 percent confidence interval (Ftgurc 2).

14. There is a 95 percent chanc€ that the forecasted total revenue of KSh. 2512.7 billion in
FY 2O2A23 will be within the actual revenue range of KSh.2,990.6 billion end KSh.2034.7
billion and a y) percent possibility between KSh.2,678.5 billion and KSh.2346.9 billion
with a standad deviation of KSh. 2263 billion. The Projected rcvenue of 2,897.7 billion for
FY 2023124 will fall at an actral range of KSh.3375.6 billion and KSh.2,419.8 billion at 95
perc€nt confidence intervd.

15. The forecasted expenditue of KSh. 3390.0 bill.ion in F\ 2O22123 has a 95 percent
chance to range between KSh.3J08.l billion and KSh.3,071.8 billion with a 193.0 billion
standard deviations. The expenditure is projected to incrcase further in FY 2023124 to KSh.
3,641.0 billion and to rsnge between KSh.3859.2 and KSh.3322.8 billion at 95 Percent
confidence interval. The fiscal deficit at a standard deviation of 163.6 billion, will therefore
fall between KSh. 931.8 billion and KSh. 458.6 billion in FY 2023124 at a 95 percent

confidence interval.
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I
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sewer and power to reduce the cost of housing prcduction and to ensure affordability of
houses to the bottom of the pyramid.

c. Roads sector - The Government plans mobilize private sector resources to develop and
expand key trunk networks in the country, in particular, the Mombasa - Nairobi - Malaba
mad corridor. This is intended to alleviate congestion, improve safety and enhance
connectivity to boost trade and investrnenl.

d. Trade and Industry sector - The Govemment plans to use the PPP model to deliver
industrial parks and Special Economic zones across the country. In this arrangement, the

Government will provide the private sector with appropriate land and crcate necessary

incentives, through fiscal tax measures and special power tariffs, to stimulate Private
sector investment into SEZs.

e. Energy Sector - Transmission Lines: The Govemment of Kenya in partnership with
Africa50 through a PPP framework intends to pilot transmission line PPPs by way of the

financing, design, construction, operation and maintenance of the 4O0KV, l65km -

Loosuk - kssos Transmission Line and the 22OKV , 72km - Kisumu-Musaga

Transmission Line. The koject will also incorporate associated infrastructure such as

electricity substations.

There are potential fiscal risks stemming fmm the Public Private Partnership (PPP) Projects

including possible breaching of contract obligations, unfunded additional obligations and

those sternming from movements in inflation and exchange rate. To mitigate these risks, the

Government will reduce implementation buresucracy, strengthens PPP institutions, improve
govemance, promote 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 cap$rc in PPPs. The PPP Directorate

will be at the centre of PPP programme design and implementation going forward, and will
play a central role in public investmenl programming and design, alongside the Public
Investment Management function at the National Treasury.

iit. PensionLiabilities

29. The Covemment has made a sEong commitment to social Protection across the

population. Included in the plan is a pension atrangement that covers the workforce in both
formal and informal payrolls. Of those in formal employment, a majority of them serve in the

public service and their pension is administered under the broad framework of the Public
Service Pension Scheme (PSPS) in the Pensions Department of the National Treasury. The

benefits accrued under the Scheme are therefore budgeted for and drawn directly from the

Consolidated Funds Services (CFS). With the increasing number of retired officers,
dependants, and the increased life expectancy rate, the pension wage bill has been rising
exponentially posing a fiscal risk.

30. In the FY 2021122, the Govemment allocated KSh. 120 billion to the Defined Benefit
Pension Scheme. The Govemment increased the budget allocation to the scheme from KSh.
120 billion to KSh. Izt6 billion in the FY 2O22123 to rcduce the fiscal risk associated with the

unexpected increase in pension payment. The Govemment plans to further increase allocation
to the scheme in the FY 2023124 and over the medium term as shown in Table 3. To further
mitigate the fiscal risk, the Government will ensure timely remittance of the required

contribution to defined contribution schemes to reduce possible litigation costs and encourage

appropriate investment choices.

I
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loans of KSh. 120.8 billion, on-lent foreign loans of KSh. 796.0 billion and Direct
commercial domestic loans of KSh. 165.1 billion, SOEs also had a contingent liability of
KSh. 135.6 billion.

26. Debt stricken state corporations constiruE a potential source of fiscal risk. However, the

Government is cautious in issuance of guarantees and other support measures to state

corporations upon such rcquesls. However, as the principal owner of all State Corporations
the Government is the natural underwriter of the risks they face. During the review period FY
2022123 the stock of risk exposure is estimated to be KSh. 2,751.8 billion, where KSh.
2,661.1 billion is from SOEs, and 90.6 billion is ftom Government linked Corporations
(GL,Cs).

27. In order to mitigate the fiscal risks among the State Corporations or State-Owned
Enerprises, the Government:

i. Has established a High-t-evel Fiscal Risk Commiuee (FRC) at the National Treasury
with a view of identifying, evaluating, and rcporting and to a deeper extent proposing
strategies for mitigating and tackling the same.

ii. Will strengthen corporate govemance of State Corporations through the Mwongozo
guidelines and subsequent training in the area of govemance. This will involve
establishment and operationalization of audit committees and risk management
frameworks for Govemment entities including State Corporations;

iii. Will utilize the Govemment Information Management Information System (GIMIS) to
oversight SOEs by ensuring the Govemment has comprehensive and consolidated data
on SOEs to ensue timely identification, monitoring, mitigation, and reporting of Frscal

risks fmm SOEs. More modules are being inbuilt to have a better chance of arr€sting
fiscal risks in SOEs before they materialize; and

iv. Will resuucture State Corporationystate Owned Enterprises (SOEs) through amendment
to State owned Enterprises (SOE) privatization Act 2005 aimed at reducing demand for
Govemment resources and facilitate privatization of SOEs.

li. Public Private Partnerships (PPP) Projects

2E. The Government has identified a number of key sectors including water, housing, mads,
trade and industry in which it wishes to work with the private sector through the Public
Private Partnenhips framework. The PPP Dircctorate envisages mobilizing KSh.50 billion
within the FY 2023l24,based on the current pmjects in the PPP pipeline. To achieve this, all
projects will be screened for commercial viability as PPPs, before being considered for
implementation within the National Budget. Accordingly, the sectors of focus that the PPP
Directorate will be looking for private capital, are in:

a. The Water sector - The Covemment intends to roll out water and irrigation projects in the
next five years working together with the private sector. The National Treasury in
collaboration with the Ministry of Water, has al-ready identified major dams which will be
launched for procurement through the PPP Model.

b. The Housing sector - There exists a deficit of approximately 2 million units of housing
stock. The Covernment plans to work the private sector to raise production from the
curent rate of 50,000 to 2fi),000 units a year in order to reduce the deficit. In the PPP
arrangement, the Government will provide land and bulk infrastructure such as water,
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19. The risk of continuous increase in the cost of debt service as a result of Kenya Shilling
depreciating against major currencies as 50 percent of the debt portfolio is from extemal
sources. The rising interest rates both in the domestic and extemal market has an implication
on the Govemments' overall debt service. A large proportion of revenue will he used to
service debt while denying Kenyans other priority expenditures. Uncertainty in tl
movement of interest ratcs have led to contraction of new debt on short term maturities $
increasing the refinancing risk.

20. Government's exposur€ to fiscal risks and contingent liabilities arising from Stat

Owned Enterprises are recorded off balance sheet. Materialization of these liabilities ma.

pose severe fiscal difficulties in the budget year. The Covernment will continue monitorinr
the liabilities and will be able to mitigate the risk before they materialize.

b) Crystalltzation of Contingent Liabllities

21. Contingent liabilities are potential liabilities that may occur depending on the outcorne of
uncertain fulure events. They are not reflected in the BPS financial position but are

adequately disclosed. However, a contingent liability is only recorded in the financial
statements if the contingency is probable and the amount of the liability can reasonably be

estimated. Contingent liability can be explicit or implicit. Explicit conthgent Iiabilities are

specific Govemment obligations established by law or a contract authorized by law. The
Govemment is legally mandated to settle such an obligation when it becomes due. On the

other hand, implicit contingent liabilities r€pr€sent a moral obligation or expected burden for
the Govemment not in the legal sense but based on public expectations and political
intervention.

22. Contingent liabilities are frequently not recorded directly in the budget and thus are not
subjected to budgetary oversight. These could lead to poor quantification of Contingent
Liabilities and the possibility of large unplanned expenditures if the guarantee crystallizes.
The Govemment will monitor these contingent liabilities to avoid fiscal difficulties in the

budget year in the event they materialize in State Corporations/State Owned Enterprises
(SOEs)

l. State CorporationVState Owned Ent,erprises (SOEs)

23. State Corporations can be a major source of fiscal risk to public finances if they
underperform financially. While Government has a stake in state-owned enterprises and olher
Govemment investments in public companies, its contraclual obligations may be limitcd.
However, due to the strategic nature of those state-owned enterprises and public companies
given the national intercst and the overall impact of their failure on 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
implemcntation.

24. Further, Government may be required from time to time to pmvide budgetary allocations
for Government of Kenya strategic investments, subscriptions, equity participation and other
financial support. The Government has already received requests from Regional,
Intemational Bodies and other Covernment Linked Corporations for financial support for
GOK strategic investments, subscriptions, equity participation and other financial support.

25. The total outstanding Government guaranteed debt to SOEs and Government linked
entities amounted to KSh. 1081.8 billion as of 30h ltne,2O22. This includes: Direct GoK

I

I
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2: Confidence Intervals

Sowce of Dam: National Trcawry

SPECIFIC FISCAL 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 Risks Associated with Public Debt;

b) Crystallization of Contingent Liabilities;
c) Fiscal Risks Related to Devolution; and

d) Other fiscal risks.

e) Flscal Risk Associated wtth Public Debt

17. Performance of the economy has a direct correlation with the debt sustainabilily. Poor
performance of the economy deteriorates the debt indicaton thus unsustainability while the
reverse is true. However, lhe Government strategy to rcvive the economy and its commitment
to fiscal consolidation will lead to improvement of the debt ratios.

18. Market prcssurcs due to war in Ukraine and the rnonetary tightening in the USA and
Europe have limited access to intemational martet. The inflation rates have led to high
interest rstes and this has hindered the Govemment in performing liability management
operation on its debt portfolio. However, the Govemment will continue to monitor the
financial conditions before performing any liability management operations whose aim is to
lengthen the maturity structue and reduce the refinancing risks in the debt portfolio. Limited
access coupled with illiquid international market may hinder the Government's plan to
refinance lhe 2024 sovereign bond maturities. Govemments to strategize for alternatives to
avoid defaults. The on-going implementation of rcforms in the domestic debt mad(et ar€

aimed at impmving efficiency and deepen the market to cushion the Govemment against the
downsides of the risks stemming from extemal factors.
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Framework to sEengthen data collection and reporting on disaster expenditurts as well as

enhancing fiscal transparency and effrciency in the budgetary process. The Govemment. will
also enhance coordination of disaster risk management and system, and early warnings,

information and knowledge managenrent.

ii. Climstc Chrnge R.eltted Fiscsl Rlsks to the Fronomy

34. Climate change has become a pressing issue globally, and like other economies, the

Kenyan economy is vulnerable to its ravaging impacts. To minimize the economic and fiscal

riski of climate change phenomenon, lhe Govemment will continue to pursue a low carbon-

climat€ rcsilient deveiopment path. Climate financing has emerged as an important means of
implementation for climate change and for promoting sustainable development and financia.l

sector development.

35. To enhance financial flows from the Green Climate Fund (GCF), the Government will
continue to implement the National Green Climate Fulrd Strategy, which provides an

elaborate framework of coordinating and attracting resources from the GCF' The

Government will also implement the Financing tocally-led climate Action (FLt CA)
Program in collaboration with County Govemment and development partners to nranage

climate risks. To further deepen green financing, the Govemment will implement the Green

Finance Programme geared towards transitioning to a low-carton, climate rcsilient and green

economy.

iii. Money Laundering

36. In order to fight money laundering, the Govemment will continue to promote financial

integrity and cyber security surveillance in the financial services sector through improved

capabilities to detect, mitigate, report and respond to cyber threats and Anti Money

Laundering and Combating the Financing of Terrorism (AMUCFD surveillance. This

initiative t itt Ue achieved through: implementation of the AMUCTF National Risk

Assessment Report 2021; the National AMUCFI Strategy and the Muoal Evaluation report

2022; development of sub-sector specific cyber s€curity frameworks in line with National

cyber security Framework.
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Table 3: GoK Contribution 30 PSSS FY m2SlUtoFY XtnDA

3 L In line with the Government policy to avail services online and through mobile
platforms, the Govemment will scale up the modemization of pension s€rvices by amongst
others re-engineering the Pension Management Information System (PMIS) to make it a
modem ERP system with an end-to-end integration with all actors in the public pension
ecosystem including the pensioners themselves. This will enable pensioners to interact with
the Pensions Department through mobile and computer APPS for ease of administration.

c)Fiscsl Rlsks R.etated to Devolutlon

32. County Treasuries are rcquired under Section 107 of the PFM, Act 2012 to manage their
public finances 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 requirc prudence in its
management by lhe County Govemments are as follows;

i. High expenditue on personnel emoluments contrary to Regulation 25 (1) (b) of the
Public Finance Management (County Govemments) Regulations, 2015 that sets the
limit of the County Government's expenditure on wages and benefits at 35 p€rcent 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. County Govemments continue to report high levels of pending bills that rernain unpaid
and have a negalive impact on the business community as well as the economy in
general.

iv. [,ow actual development expenditure which is not in line with the County
Govemments approved budgets and contrary to Section 107(2) O) of the Public
Finance Management (PFM) Act,2012, that provides that over the medium term, a
minimum of thirty p€rcent of the County Covemment budget shall be spent on the
development expenditure.

d) Other Fiscsl Risks

i. Natural Dlsasters and Man-made Hazards

33. In the recent past, Kenya has been exposed to multiple disasters ranging from floods,
desert locust invasion, COVID-19 and drought. The compounding effects of these disasters
have had severe impact on lives, livelihoods and the economy. To strengthen the country's
disaster risk managemenl frameworks, the Govemment will fast track development and
implementation of Disaster Risk Financing Management Framework in line with the PFM
Act, 2012, and establishment of a Disaster Expenditure, Monitoring and Reporting

Financial
Year

PSPS hojected
Payments

(KSh. mlllion)

PSSS Projectd GOK
contrlbutlons
(KSh. million)

Total
(KSh. Millions)

202312024 t6352954$,17'l 28,464,677,993 tgt994224,r'10
2024t2025 179,858290,79s 3l3l l,145,793 2l l,169,436588
2025t2026 183,819,909,875 34,422fi372 218262,170247
202612027 188,413369.604 37,886,486,(}9 226299,856,O13
202'il2028 l9l,008,609.713 4l,675,135050 232,683J44,763
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No. Rcsolution Ac-tion taken

verified pending bills.

Additionally, the National Treasury will
strengthen public investnrent management by
implementing the Public lnvestment
Management (PIM) Regulations, 2022. This
will enhance efficiency in identification and
implementation of priority social and
economic investsnent projects. This will
further curtail runaway project costs, eliminate
duplications and improve working synergy
among implementation actors for timely
delivery of development pmjects. To realize
these benefits, the Government will roll-out
and sensitize bo& the National Government
and County Govemments on the Regulations;
develop and roll-out the Public lnvestment
Management Information System (PIMIS)
which automates the PIM pnocess as outlined
in the Regulations; and institutionalize a joint
PM-PPP planning framework to ensure that
only projects with the highest social -
economic rctums ar€ undertaken,

The National Treasury should
rcstruclu€ State Owned EnterPrises
(SOEs) especially the highly
indebted ones who are unable to
meet thek operational costs with a
view to privatizing some of them in
order to put them on a sound
economic fmting.

ln order to mitigate the fiscal risks among the
State Corporations or State-Owned
Enterprises, the National Treasury will
expedite restructuring of State
CorporationVState Owned Enterprises (SOEs)
through amendment to State owned
Enterprises (SOE) privatization Act, 2005
aimed at reducing demand for Govemment
rcsources and facilitate privatization of SOEs.
Additionally, the National Treasury:

i. Has established a High-tevel Fiscal Risk
Committee (FRC) at the National
Treasury with a view of identifying,
evaluating, and reporting and to a deeper
extent proposing strategies for mitigating
and tackling the same.

ii. Will srengthen corporate govemance of
State Corporations through the
Mwongozo guidelines and subsequent
training in lhe area of govemance. This
will involve establishment and
operationalization of audit committees
and risk management fiameworks for
Govemment entities including State
Corporations; and

iii. Will ulilize the Govemment Information
Management Information System
(GIMIS) to oversight SOEs by ensuring
the Govemment has comprehensive and

,l

I
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ANNEX 3: MEMORANDUM
PARLIAMENT ON PREVIOUS
HAVE BEEN INCOR"BORATED

ON HOW RESOLUTIONS BY
BUDGET POLICY STATEMENTS

Introduction

l. Secdon 25(t) of the Public [lnance Managemmt (PFM) Act,2012 prescribes thar the

Cabinet Secretary for The National Treasury shall take into account resolutions passed by
Parliament in finalizing the budget for a given financial year. The National Assembly
approved the 2021 Budget Policy Statement (BPS), and the 2022 Budget Policy Sratement on

4n March,202l and 24t February, 2022, respectively.

2. Section 3E(l) (iii) of the PFM Ad, ml2 requires the Cabinet Secretary to prcpare a

memorandum explaining how the rcsolutions adopted on the BPS have been taken into
account. In this regard, the following Section provides a brief to Parliament on the extent to
which the resolutions of the House on the 2021 BPS and 2022 BPS have been taken into
account and the reasons thereof.

No. Reolutlon Ac{ion taken

A. Policy Resolutioos on the Z)21 BPS

No. Resolution Ac{ion taken

The National Treasury to develop a
policy to enable the reduction of
unproductive and non-targe0ed tax
waivers and tax breaks in order to
protect revenue,

To address the issue of non-targeted waivers,
the National Treasury has developed a draft
National Tax Policy that will be frnalized by
June 2023. The National Tax Policy
Framework will enhance administrative
efficiency of the cax system, provide
consistency and certainty in tax legislations
and management of tax expendirure.

The National Treasury is also in the process of
developing a draft Medium Term Revenue
Strategy (MTRS) that will be finalized by end
February 2O23. The MTRS will provide a
comprehensive approach of undertaking
effective tax system reforms for boosting tax
revenues and improving the l,ax system over
the rnedium term

The National Treasury to rcview the
compendium of Govemment projects
and considers deferment of new
projects by one financial year while
ensuring adequate counterpart
funding and provision of funds for
stalled projects before finalization of
the budget estimates.

The expenditure ceilings in the 2O23 BPS have
been revised to reflect emerging realities and
ensure quality and alignment to the
Government Bottom - Up Economic
Transformation Agenda. One of the criteria
that guided the allocation of resources within
the three arms of Govemment and among
MDAs was the extent to which the Programme
seeks to address viable stalled Dmiects andI

L

I
I
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No. Resolution Action taken

is finalized.
The National Treasury should
prepare and submit a status report of
the Credit Guarantee Scheme to the
National Assembly. This rePort
should contain details on lhe amount
rcleased and the number of
beneficiaries.

The National Treasury prcpared and submiued
to Parliament an annual performanc€ rcport on
the performance of the Credit Guamntee
Scheme on 30e September, 2022.
In summary, from December 2020 to 3Oo June
m22, CGS disbursed a cumulative valrrc of
approximately KSh. 3.9 billion o 2,490
MSMEs, across 46 Counties and I I secton of
economy as reported by the banks lfuough Ote

Central Bank of Kenya. All the three sizes of
enterprises (micro, small, and medium) have
benefitted from CGS facilities issued where
small enterprises received 1,501, modium
enterprises receivod 381 while micm
enterprises receivod 608. The enterprises
owned by womea, yorth and persoos with
disabilities (PwDs) reeivod 2[96 of the total
number of guaranteod frcilities dtst had been
disbursed. Women beneficiaries werc 327,
youth beneficiaries werc 164, q/hile hvDs
were 9. The beneficirries of tlre CES m far
su a minimum of 13 I

The National Treasury, Kenya
Revenue Authority (KRA),
Commission on Revenue Allocation
(CRA) and the Council of Govemors
should fast-track the developrnent of
an integrated County Revenue
Management system for a unified
revenue collection system for all
counties. The CRA should fast track
the development of model tariffs and
pricing policy to guide counties to
develop their own.

The National Treasrry, KRA, CRA 8trd Ote

Council of Crovemors will fas trrck drc

development and imphmmtatim of the
integrated County Govemments rcve rc
management system to ensure lhat the county
Governments use a uniform system dlat seals

revenue leakages and provides value for
money hvested in it.

For effective and smooth
implementation and management of
this school feeding programme, it
should be fully transferred and
domiciled in the National Council for
Nomadic Education in Kenya
(NACONEK).

The National Treasury has transferred
allocation for School Feeding Programrrc to
the National Council fo Nqnadic E&ration
in Kenya (NACONEK) as rcsolvod by the
National Assembly.

t
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No. Resolution Action talcm

consolidated data on SOEs to ensure
timely identification, monitoring,
mitigation, and reporting of fiscal risks
from SOEs. More modules are being
inbuilt to have a better chance of
arrcsting fiscal risks in SOEs before they
materialize.

The National Trcasury to ensurc that
the borrowing strategies cutained in
the BPS and the MTDS are aligned
in accordance with the provisions of
Section 33 of the PFM Act,20l2.

The National Treasury has ensurcd consistency
between the 2023 Medium Term Debt Strategy
and the 2023 Budget Policy Statement.

During finalization of the budget
estimates, the National Treasury
should take into account the pending
bills and ensure that these are
adequately pmvided for within the
approved expenditure ceilings.

The National Government together with the
County Govemments will continue to
prioritize payment of all pending bills as a first
charge on the FY 2O23124 Budget. One of the
criteria that guided the allocation of resources
within the three arms of Govemment and
among MDAs was the extent to which the
programme seeks to address verilied pending
bills.

B. Policy Resolutions on the Z)22 BPS
The National Treasury ought to
preparc the Budget Policy
Statement in line with rhe debt
ceiling.
The National Treasury ought to
amend the debt ceiling to
enable them implement the
budget as proposed, rationalize
expenditure or implement
revenue enhancing measures.

a The 2023 Budget Policy Statements has been
prepared in line with the debt ceiling of KSh.
10.0 trillion. Public and publicly guaranteed
debt in nominal terms as at end December,
2O22 was KSh.9,145.6 billion compared to the
statutory public debt limit of KSh. 10,000
billion as per the PFM (National Government)
(Amended 2022) Regulations, 20 15.

The rcforms on the revenue and expenditure
side outlined in the 2023 BPS, are expected to
result in the reduction of the f,rscal deficit
including grants from KSh. 833.9 billion (5.7
percent of GDP) in the F\ 2022123 to KSh.
720.1 billion (4.4 percent of GDP) in the FY
2023124 and turther to KSh.826.l billion (3.6
percent of GDP) in the FY 2026/27. This
reduction will result in reduction in the growth
of public debt thereby boosting the country's
debt sustainability position.

The National Treasury expedites the
f,rnalization of the proposed Medium
Term Revenue Stategy (MTRS) and
submits it to the National Assembly
by 30o April,2022.

The National Trcasury has already developed
an action plan to guide the development of the
MTRS and issued a Circular on 306 August,
2022 inviting proposals from Govemment
MDAs and the County Governments for the
development of the MTRS. The draft MTRS
will be developed by end February 2023 and
will be circulated to MDAs for their inputs, as
oart of oublic DarticiDation. b€fore the Strateev

I
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Annex Tabb 3: Govcrnmcnt Fiscal Percent of GDP
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Sector Issues Prop6cd Wey Forwerd/Actlon Teken/Response

Over 40000 youth have bcncfitted through the Government's free

digilal skills learning programme and registration is still ongoing.
The Youth Fund programme continues to be a hugc succcss directly
impacting on the livcs of the Youth.

Mathare Slum which is an informal settlement area

has not bcen selected to benefit in Phase II of the
KISIP Programme and should be considered to
rccss Govcrnmcnt scrvices

The programme is funded by World Bank funds which has conditions that

must bc met in order to bc considcred under the prcgramme. Howcver,
majority of this informal settlement is under private land yet only those

under public land qualify. Going forward, a solution will be sought in
collaboration with Nairobi City County

Emerslnp PHorldcs

Increased lntemet ConncctiYity The Governmenl has rolled out a progra,nmc setting up 25,000 frec Wi-Fi
Hotspots in Markets and centres of learning to supporl the Youth.

Uncertainty on whether the Old council Houses

Projcct in Eastlands is included in the Housing
programme going forward.

The Eastlands Regeneration prcject has already started. The Government
has emphasizcd on public participation in thesc social Housing projects

and communities must be part of this agenda as a priority in or&r to build
trust between thc Governmcnl atrd mcmbers of the public.

0ther Generel Issucs

[-ow absorption levels in somc areas in the period
under rcview

Absorption lcvels were affected by the Covid l9 Pandemic

Pending Bills The scctor is committed 1o settlement of pending bills in line with the

existing Governmcnt policy.

General Economlcs and
Commercigl Afralrs
Scctor

Propccd Intcrvetrdonr

Inclusion of Maralal in Samburu as part of the

Tourism region and why Narok is not considered an

ASAL area.

Samburu is within the olficial tourism circuits
The Sector will find out why Narok is not amongst the ASAL areas.

Concern about the limit of credit issued by the

Hustler Fund - too litlle.
The crcdit limit is slructurcd to grow as one borrows and repays from the

Fund over time.
Difficulty in accessing credit for the young people
due 1o the requiremcnt of having guarantors and

collateral (the upcoming entreprcneurs). Difficulty

A sccond lirrc of credit will be launched in February 2023 under the

Hustler Fund that is expected to sort out this problem.
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S€ctor Issucs Propm€d Wey Forrard./Actlon Trken/Response

will bc anchored on the Kenya Kwanza manifesto-
Other Generrl lrsues

The s€curity of land tenurc is an issue in Kenya
leading to exclusion from planning process and
recognition by the Governmcnt.
The Governmcnt need to enhance ICT
integration and digitalization of titling in the
Ministry of lands. This will help curb coruption.

Digitization of Government services has been given attention and is b€ing
funded to move them 1o digitsl platform.

Energl lEfrostructure
end ICT Sector

Addlttooal Fundlnc Requlrement

Adequate budget should be allocated to the
rcncwablc energy.

92 percent of Kenyan energy is green power generated energy making the
country one of the top in the world in clcan power generation. The
Government will continue to invest in the grecn energy powcr generation
since there is a potential to generste up to 10,000 Mw.

Addilional funding should be gearcd towards the
youth during the transition to the new Governnrent.

The Youth have continued to benefit thmugh Access to Government
Procurcment unities (AGPO) and the programme is still ongoing.

hopoccd hte rvendons

lnsecurity in informal scnlements duc to power
shortages should bc addressed.

Therc is a persistcnt issuc of commercial power losscs of up to 24
pcrcent in informal settlements.
However, bulk power selling to thesc informal scttlemcnts through
Kenya Powcr is an intervention that will bc implemented to mitigate
commcrcial power losses and ensurc reliable power connectivily in
thcse arcas.

The Youth should be involvcd and provided with
opponunities to invest in proposcd Government
projectVprogrammes sincc they generate a lot of
income to the ICT Sector and contribute to the GDP
in the long run.

The Hustler Fund Programme, phasc I has already been a huge
success. Going forward, the Government will invest in sensitization
of the youth in personal finance in the next phase to increasc the
impact it has had in society.
The Government thrcugh an initiative of the ICT Minisrry has

embarked on creaaion of online opportunities through provision of
20000 computers to be utilized by the youth while doing their
online lrbs.

I09 202i Budget Policy Sratement



Annex Table 5: ol the Issncs Raised Du Publlc Partlci

ksucs Propced Way Forward/Actlon Taken/X,erponseS€ctor

Addldond Fundlnq Requlrement
3 percent of the Budget is channelled to Agricultur€. Farming conributc
25 percent of the agriculture value chain. Agriculturc is also sharcd

b€twean National Govcmrnent and Counly Governments.

l0 perccnt of the Budget nccd to be allocated in the
agriculture sector to addrcss the rcsource gap. Parr

of thesc allocation should be channelled to r€viving
the pyr€thrum proccssing company of Kenya.
Involverneot of the private scctor in sector planning
as a way of tapping financing for Agriculturc s€ctor.

The Governmcnt policies and bills have addrcsscd how the

Government will bring on board thc private sactor and it is up to the
private sector players to identify the existing gaps.

Privatc Sector as stakeholders in thc sector arc also invited to
interrogate somc of the Government programmes during thc design
level.
Subsidies will also be channclled to orSanic fenilizer and it will be a
choice of the farmcr with E-voucher to eilher use organic fertilizer or
not.
Most of Government programmes are designed to address climatc
changc. Onc the programmes is the Kenya Climate Smart Agriculture
Programme.

Need to allocate a portion of resources that goes

to fenilizer subsidy to organic fenilizcr.
What is the scctor doing to address the issue of
Climate change?

In the Executive Order No. l, the issue of coffce revitalization has been
given high level attention that will be stecr€d from the off-rcc of the
Deputy President. These includc issucs to dcal with the cherry fund
and coffee reforms.
Coffee research lnstitute is an autonomous research institution and will
receive funding directly from the Ministry.

There is no much budgetary allocation in coffee
scctor. Thc Coffee Rescarch Institutc not funded
properly

Prooced Intervendons

The Ministry has a programme towards privatization of thc pyrethrum
industry. The private sector is also welcomed to fill in thc available
gaps in the pyrctlrum industry.

Privatizition of the pyrethrum growing in Kenya.
The Sector should have a mechanism on disaster
prrparedness .

Thc legislative arm of the Govemment is working to fast track the
alignment of the leflal insEuments.

Agrlculhrre Rural and
Urbrn llevelopment
Sector

l.egal instruments nccd to bc aligned to thc Kenya
Kwanza Manifeslo since the Medium Term Plan lV
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Sector Issucs Propoced Wry Forward/Actlon Taken/Response

lncrcascd number of rcfugees in the Country to
bc addressed .

Operationalizrtion of the Public Benelits
Organization Act, 2013 which repealed the
current NGO Bofid

Addrcss the rising insccurity in Matharc that is

exacerbated by lack of elcctricity, through liaising
with the Mitristry of Energy to ensurc most houscs
arc connected to power.

The State Departrncnt for lnternal Security and National Administration
will beef up security in the area and liaisc with the Ministry of Energy to
ad&rss thc connectivity challengcs.

Publlc Admlnlstndon
and Internatlonal
Reladons

Propced Intfrvcndou

Not enough Huduma Centers h comparison 1o the
numbcr of users who need the serviccs. What is the
plan to build more centers in informal settlement

The Governrncnt is expandhg Huduma centers in all sub.counties in
collaboration with Constituency Development Fund. The Government is

working towards expanding them to all the sub Countics. Target is 22 by
lurc 2O24 . They will also be considerate of the population in those areas .

Emerclns fHorld€s snd Chaltemcs
Govemment needs to have a clear structure where
after youths are donc with the public servicc
internship, they can get absorbed in the Government
agencies

lnternship and Voluoteerism Policy is bcing workcd on by the State
Departmcnt for Public Servicc with a target for having it by Junc, 2023.
Then later bc submitted to the public for public panicipation. The State
Department cannol guarantee all the youths' employment due to the
opportunities available. The purpose of this internship program is to givc
the youths the practical work experiencc to help them gct jobs in thc
public and private sectors after the internship.

The offrce of the Controller of Budget has been
accused in engaging in com-rption by authorizing
transfcrs fund to the Counties for non-cxisting
projects.

The office of the controller of Budget takes the issue of ethics very
strictly. Budgets are prcparcd and rcquisitions arc made based on those
projects. At the point of rEquisitions, budgets are used and cannot be

denied if it was on the work plan after which M & E is done to follow up
on the projects from the ground. The office of the controller of Budget did
conduct a review and madc the rcports to the County and are waiting for a

Droper rcsponse from them.
Reducing or merging foreign missiom to rcduce the
expenditur€.

Kenya has a thin footprint when it c.omcs to foreign missions. The
missions are established based on a clcar criterion that is stratcgic to the

economy of Kenya. There is need to expand the missions.

202j Budget Policlt Stotementil61
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Sector Issues Propoced Wey Forwrrd./Acdon Teken/X.esponse

Governance Jusdca
Law end Order

Addldonrl Fundloq rcoulrement

. Operationaliation of the new Sub-Counties
which have been Gazzancd.

. Improving the welfart of the National
Govcrnment Administration Officers to address
issucs such as dilapidated officcs, mobiliry of the
offrcers etc, to enhancc scrviccs to the public.

Allocation of sdequatc resourcls for Alternative
Dispute Resolution, including mediation to cnsurc
reduction in case backlog.

The Sector to asscss the extent to which these will bc addrcssed by the
allocatcd r€sources and liaise with the National Treasury to cater for the
delicits

Prooced Intervendom

Development Projects negotiated by the World
Bank to bc incorporated in Sector Budget propooals.

The detailed Sector Budget hoposal contains all projects approvcd for
funding, including the ones fundcd by Development Partners.

Grant prosccutorial powers to othcr lndepcndent
Commissions to allow them adequately implement
their mandate.

The Prosccutorial powers arc a prcservc of the Office of thc Director of
Public Prosecution as stipulated in Article 157 of the Constitution.

ln view of the increascd abusc of drugs and other
illicit brews amoog the youth, licensing fecs to
channeled towards incrcasing/maintaining t}e
Rehabilitalion Centcrs

The Ministry of Interior and National Adminisfation has formed a

taskforce to rcview the currcnt state of affair and propose rcforms which
arc expcctcd to also address maners raiscd.

lmprove public scrvices at the National Registration
Bureau and Civil Regisration Burcau and address
the issues of bribcry.

The State Departm€nt for Citizrn Services is in the process of
implemcnting a new system which will ensure that every individual gets a

unique i&ntifier at biflh to Educc the number of documents issued by the
rcspcctive dcpartmcots lo improvc scrvices and reduce human intervention
which results to cascs of bribery. All applications arc to bc donc online

Refomed ex-remandees to b€ properly
rcintcgratcd in the community by offering them
employment opponunities in Government
Institutions or collaborate with the Private Scclor
to provide the same.

The Ministry of Interior and National Administration has formed a

taskforce to rcview thc current state of affairs and propose rcforms which
arr expccted to also addrcss matters raised in the Public Hearing Forum.

il5 2023 Budget Policy Statement



Soctor Issuet Propccd Wry Forward/Acdon Taken/Rerponsc

Funding for Special Necds Education. The Covernment is implementing a top-up policy for Spccial Nceds
learners which is above the normal capitation.

Measurcs the Government is taking to addrcss early
prcgnancy in girls including cstablishment of
childcare facilities ncff schools to takc care of early
prcqnancies.

The Government will consider cstablishing childcare facilities for young
mothers should the rrsources be available.

Government to consi&r m€asures to ensure children
with mental challenges thal cannot transition
develop their potcntial and establishment of
pruduction centcrs to tap into their telent and for
sugainability.

Government to establish incubation crnters in TVET institutions to
produce and market prcducts and explorc partnership with financial
institutiods to provide start-up kits.

Thc dsta providcd in the Scctor Repon are not
gender disaggregatcd including on Free Day
Secondary Education.

The Sector will consider providing disaggregated data where such is
available.

Thc implementation of Junior Secondary school is
not clear including infrastructure needs such as labs.

The Government has allocated resources for infrastructurc &velopment
for schools. In addition, the Ministry will be engaging NG{DF to suppon
some of the infrastructurc necds.

Funding to school feeding programme
continuous thus incrcasing dropout rates.
the stratery to bridgc thc funding gap.

is not
Wlar is

The Government has doubled allocation to school feeding programme to
addrcss thcse challcnges.

How to implement PPP arrangement in thc
Education Sector.

The Governmenl is implementing PPP arrangements especially in highcr
education thmugh construction of hostels for studcnts.

Whal happens to children who don't transition from
Primary to Secondary schools?

The Govemment has cstablished Vocational Training Centcrs to facilitate
acquisition of life skills to addrces this challcngc.

School fceding programme does not consider
private schools.

Thc school feeding programme is cur€ntly bcing implemented for public
schools only.

How has the Ministry considered funding for ABET
(Schools in informal scttlements) schools?

The law only recognizes private and public schools. The Govcrnment will
however assess the need and establish public schools in informal
settlemenB to ad&€ss the challenges identified.

I t-l 2023 Budget Policy Stotement
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Sector Issucs Propced Wey Forrard/Acdon Trken/Response

Lack of public primary schools and only four (4)
Secondary Schools in two wards in Mathare.

Thc Governnrent will assess the capacity gaps in informal scttlcmcnts and
implemcnt measurcs to addrcss any gaps idcntifred through development
of comprehensive schools.

lnvestm€nt in Junior Sccondary should bc
isolated as a Sub.Programme.
Mcasures bcing taken to address high cost of
CBC for learners in informal s€ltlcments.

The hesidential Working party on Edrcation is reviewing thc cost of
implementing CBC and stakcholdcrs r€quested ro await the final report on
thc way forward.

Why funding to schools is not based on pcr unit cost
and how to dctcrmine the cost.

A consuhant was engagcd to work on the unit cost of education. The
rcport of the consultancy is ready and will be considercd for
implemeniation.

Increasc Research allocation by at lcast 2 percent. The Rcscarch Fund is implemcnting measurcs to incr€asc its intcrnally
gencrated resourccs to support rcsearch aaivities.

Consider implementuion of opcn learning to attract
more students.

The Government is implementing open learning initiativcs to improve
acccss to quality education through technology

Othor Gcaerd Issues

The Repon did not irdicatc the number of students
enrolled in Pre-Schools and rnechanisms for
accounting for fiose not transitioninf.

Early Childhood Education (ECD) is a devolved function howcver the
data on effolmeot will be providcd.

The numbcr of basic cducation institutions in the
Country.

There are a total of 35,000 Primary Schools of which 23,0fi) are public
primary schools and 12,0(X) prhary private schools.

The S€ctor to indicatc number of students targcted
for provision of dignity Lits.

The Government will provide sanitary towels to all girls in schools to
improve on thcir rctention and pcrformancc.

The rolc of Civil Socicty Organizations in the
Education Sector.

Civil Society Organizations werc encouraged to etrgage with the
Government on mcasures to irnprove quality of education through
advocacy.

Capitation to schools does not factor inflation A consultant was engaged to work on the unit cosa of education.
rcpon of thc consultancy is ready and will bc considercd
implementation.

The
for

Does a policy on nomadic education exist and the
allocation to it.

The Covernment has establishcd low<ost boarding schools and is
implementing the school feeding programme to support cducation for
nomadic communities.

I 1.1 2023 Budget Policy Statement



Sector Issues Propoccd Wey Forwerd/Acdon Trkcn/Raponsc

with mental issues.
The Ministry of Health is posting Clinical ofiicers and psychologists to
the Counties to support and hclp address mental health issues.

The Ministry of Hcalth is mainstreaming Mcntal Health into the

Primary Hcalth Care.
Mitigation to Challenges brought about by Climate
Change.

The Ministry will continually monitor the challenges and put in place

necessary measurcs to addrcss the sallle.

Reducing support from the development partners. The Government is up scaling allocation to crilical programmes bcing
supported by the devclopment panners.

Other Geoerd lssues
Low level of absorption of funds in the period under
revrew-

The lcvel of absorption was affectcd by COVID - 19 pandcmic

High quantum of pending bills including court
awards.

The Ministry is committed to scttlement of pending bills in line with the

existinq Govemment policy.

Operationalization of Facility lmprovement Fund
(FID.

Guidelines on FIF have bcen developed

Engagement of Community Health Workers Thc County Governmcnt will bc adviscd to prioritize cngagement of
Community Health Workers and Community Health Voluntecrs to

support prcventive and promotive Health Care scrviccs
The National Government has committed to match stipends paid to

Community Health Workers and Community Health Volunteers
recruited by County Govemments

Educrdon Sector Prooccd lnterveadons

The n8lurc of support the Govcrnment can provide
to private schools.

The Govcrnmcnt pays examination fccs for all students including those

in privue schools.
Privatc Schools also acquire books at thc same price as public schools.

Thc Government to $tablish a revolving fund at
concessional rates 1o support infrastructurc
development for private schools.

The Government will follow up with Development Panncrs and thc
Private S€ctor on the establishment of a rrvolving fund to support Private
schools infrastructurc developmcnt.
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S€ctor Isglcs Propficd Wey Forward/Acdon Teken/X.esponsc

in getting guarantors. Sincc rnost young
entrepreneuB do not have adequate funds and they
arc jobless.

Emerylng Horldes .nd Cb.llemca
Karachuonyo - cotton fariners: revival of the cotlon
farming and processing factories.

State Dcpartment for Cooperativqs in parfnership with other stakeholders
has a programme of rcviving all &e cotton ginncries from the traditional
colton growing areas.

Government policy on Mitumba business vis-a-vis
buy Kenya build Kenya initiativc.

Ycs, thc Government is on a mission of popularizing thc consumption of
local products but not intendcd to destabilizc rhose in the mirumba
busincss. Inslead, incentives will be crcated around the local apparel
products for voluntary switch off from mitumba by the traden.

Other Generd Issues

DRC and Somalia joining the EAC - Kenyan
Sccurity concern.

Kenya has not entered tlrc DRC on its own but as pafl of EAC under the
decision of EAC summit where DRC is a membcr Sta(e.

Health S€ctor Addldonal Fundlnq Requlrement

Inadcqualc rcsources for mental health. The Countics Governments have becn rcquested to prioritize on mental
health prqgammes

PropGCd Irtarvendons
Ensure equity and equality in the allocation of
health resources to the Counties.

. The Ministry of Health is commirted ro ensuring equity and equality on
access, financing, infrastructure and Human Resource for Health to all
the 47 Counries.

. The Ministry of Health will ensure allocation of rcsources is done in
linc with the existing legal frameworks.

Create awareness on UHC to indigents and poor
houscholds.

The Ministry of Health will continue to crcate awar€ness on the roll out of
UHC.

Allocate morc resources for Research under KEMRI
and Vaccine Production-

Thc Government has ring fcnced and up scaled rcsearch funding for
KEMRI in the FY 2023124 and the Medium-Term.
The Government is supponing the Kenya Bio Vax Limited to locally
produce Vaccines and othcr Health Products and Technologies.

Emer8lns Horldg rpd Ch.llenrca
Increasc in Mental Health cases Thc County Govcrnments have set up Rchabilitation Centers to deal

lt r 2023 Budget Policy Statement



S€ctor Isnrcs Propced Wry Forwrrd./Acdoo TekeolRccponse

youth in the agribushess and value chain, specifically to identify their
necd and grouping them into Sacco for benefit from incubation,
aggregation, economies of scale

Othe r General ksucs

What the Departmcnt is doing to protect youth
against Female Genital Mutilation, gambling among
other contemporary issues affecting youth.

State dcparlmcnt has full pledged directorate to addre.ss yourh social
development, targeting awareness crcation on effects of FCIM, drug
and substance abusc, crimes among othcrs.

To organizc youth lcaders retreat to help them bond
and complement cach other imtead of competing.

To organiza one in the ncar futur€ under the teadership of National
Youth Council (NYC).

What the Depanm€nt is doing to addrcss youth
skills mis-match and link to market oriented skills.

Kcnya Youth Employmcnt Opporrunities Projcct, vijana vuka ira Afya
offering market specific skills training lo brid$e tho !a9, thus
increasing youth employability.

Whether therc are scholanhips offered to the
vulnerable youth to assist them access training.

Under KYEOP and VIVA prcgramme the state department providc
subsidiz€d trainings.

Childrcn involvement in Govcrnment activities Kcnya Childrcn Asscmbly (KCA) is a forum for children that bring
children together and have them involved in thc budgct procgss and
rcsp€ctivc prograrnmes. Children arc continuously engagcd throulh their
r€pres€ntatives from the respcctive county KCA mcmbers.

MND framcwork. Thc Children Act carne into force in N22, we are stiU in thc process of
&vcloping the nccessary pftrccss€s and frarnework which includc MND
Framcwork.

Violence against childrcn and thc boy child concern. A National parcnting manual is under development by Directoratc of
Social Development which shall bc shared within thc implementstion
timeframc of thc Medium term for inputs.

Envlronment
Protccdon, Wrter cnd
Nehrrd Reourccr

Addldond fundlm rcoulrcment

Increasc allocation for watcr supply in the North
Rift Countics of Baringo, Samburu, West Pokot,

Thc Govcrnmcnt has investcd in construction of various dams in thc North
Rift so as to supply watcr for bolh domcstic usc and production. Thc
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Sector Iscues Propoccd Wey Forrord/Acdon TskedRcponsc

Medium Term and what arc the linkag$ bctwecn
thc S€ctor and the training and research imtitulion
such as Universitics?

capacity building of sports technical personnel. They also promote
rcsearch and talent r€search in spons. This is donc during the medium
term plan. Kcnya Academy of Spotu works with sports federations both
laal and inlemational; developmcnt partners; Universities and rcscarch
institutions to carry out the necessary rcscarch programs.

Gainful Youth engaSemcnt in climatc change
mitigation and adaptation.

Ministry to work closely with the Ministry of environment to ensure youth
gainfully cngagc in climate changc mitigation and adaption efforts

Establishment of 6 fund to facilitatc Community
Based Organizations engaged in youth programrnes
such as mentorship and coaching e.g. to resist drug
and substance abuse; gambling

To ensure that therc is provision of sarne in futurc as well as to link the
CBOS to the SAGAs mandated to deal with the issues.

Gambling and Betting as an emerging issucs facing
thc youth

The Betting industry just like alcohol and cigarctte industries havc a

negative imprt on health or society and are also revenue gencralion
activities. However, the responsibility to instill disciple and give
guidelines on the bening companies is domiciled in the State
Depanment for Interior under the Bctting Licensing Board and the
scc{or through the Slatc Departments for Youth Affairs and Spons and
the Art will collaborate with the State Depaflrnent of lntcrior to make
sure the effects of these activities on youth is captured in their
r€gulations and addressed accordingly.

lnvestmcnt in taLnts scarch, which is to bc
divenificd to include other talents such as filming
among others.

State &partment in collaborotion with other slatc actors and
development parlnen has dcveloged an elaborate scheme/programme
that is all inclusive.

Development of electronic games/sports This will be part of lhe innovation and talent development and
nunuring that encompass all.

Youth involverncnt in climate change mitigation and
adaption actions for job creation

Thcrc are programmes in plre. The Depaflment will work closcly with
0rc Ministry of environment to enhance delivery of the programmes.
Climate change unit has becn established to deal with these issues.

What the Ministry is doing with rcgard to e-sports
development to cnsure youth gainfully engage in it.

The areas is covered within thc innovation and talent identification and
nurturing pmgrammes.

Whether therc are programmes on video- gaming. The areas is covered within thc innovation and talcnt identification and
nunuring programmes.

To enhance agriculturc value addition programming. The dk€ctorate of entrcpreneurship has programm€ to identify and link
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S€ctor Issucs Propced Way Forward/Actlon Teken/Response

Prooced Interverdom

Protection of data for the poor and vulnerable
memben of society.

Under the National Social Protection Secretariet there is MIS thar has data

for the poor and vulnerable households. Anyone rcquiring thc same data

has to sign the Dala sharing protocols that are enshrined in the Data
Protcction Act,2019, for thcm to be ablc lo access the same.

Internal Audit and streamline of office units This is taken positively and necessary action will be takcn to ensul€ that
the limited resources are &st utilized.

Empowerment of PwDs The state departm€nt of Youth Affairs is collaborating and working
closcly with National Council of Persons with Disability. Memben of the
public arc encouraged to ensune that the 30 percent procur€ment

opponunities i.e. AGPO that is mainstreamed across all Governmcnt is

absorbed by Percons living with disabilities.

What the Depanment is doing to address youth
employment

Department is implementing the Kenya Youth Employment Opporlunities
Project, Vijana Vuka na Afya to enable youth acccss jobs. Youth are also

cncouragcd to creatc jobs by acccssing funds for business stattup and

growth from the Hustler Fund, YEDF and othcr afFrmative ac(ion funds

Whether there is a youth talent identification and
nurturing policy

Implem€ntation of Kenya Youth Development Policy, 2019 is ongoing,
however, consideration to formulate the talent identification and nurturing
policy will be made.

Whether there is a documented criteria for
identifying youth talents

Thc state depanment for youth affairs has formulated talent and

inDovation tools for identification and nurturing.
The Government is in thc process of establishinS National youth
imovation and talent awards scherne

There is need o divcrsify lalent search to include
other fields besides spons.

This is being implcmented through implemen(ation of Talanta Hela which
will target diversc talents.

Emerclu FHorldes snd Cballerees

Is the Spons Talent Research to b€ conducted in the The Kenya Academy of Sports' mandate is talent developmenl and
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Scctor Issucs hopced Wey Forrerd./Acdoo Teken/Reeponae

0thcr Geoerd Issucs
What is the usc of thc budgeting and sctting aside
funds for public participation if thc Govcnmpnt
cannot evcn provide tca for thc public participanB?

Austcrity rncasures has hindcrcd thc serving of tea as has been in the past

Soclsl Protccdon
Culturc and Recre.don

Addldonal Fundlnq Reouhement

Ensure equity and equality of Cash transfem to thc
Elderly and Pcrsons with Scvere Disability.

The Statc Department of Social Protection ensurcs equity and equitable
distribution of cash transfers to the Elderly and Persons with Severe
Disability.

Cater for Mental Health issues for p€rsons with
Disability.

Thc Statc Dcpanmcnt of Social hotection is collaborating with Ministry
of Health and UNICEF to addrcss Mental Health issucs for PwDs.

Resourcc Gaps The resourcc gaps are as a result of the tight fiscal framework as a result
of tough economic times following the Post{OVID-I9 shocks and the
Russia-Ukraine War that neccssitate thc limited to resources to be
r€dkccted to e$ential activities and programs. Nonetheless, the Sector
will explore other measurcs to bridge the resource gaps and fulfill its
mandale.

Whether there is a fund to facilitate
organizations dealing with youth progrannrcs

youth The Government works with youth organizations within the normal
budgetiog and programming for synerg;r of effons, however, Depanrncnt
is working on the Youth development indcx to inform investment in youth
maltcrs.
The Dcpanment will explore alternative funding channcls.

Concerns were raised on the minimal funding for
youth programmes and impact.

Departmcnt has embraced collaborations with donon and will scck to
cxplorc Public - Privatc Pannership 1o enhancc youth program
investmcnts and outcomes.

[,ow investment in crime prcvcnlive measures than
in mitigation, that is morc in cducating youth not to
engage in crinre than in the expansion of prisons
(that is to enhance youth social protection).

State department has a fully pledgcd direcloratc to addrcss youth social
development, targcting drug and substancc abusc, crimes among others in
collaboration with other Government agcncies such as NACADA.
However, increase role of private public pannerships (PPP) and donors in
delivery of programmes is encouraged
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PROPIOSAUCOMMENT WAY FORWARD/ASIION TAKEN/R,FSP'ONSE

Paragraph 61. Going forward, thc Governmcnt will commission a

rrview on the remuneration and terms of all officcrs in thc Security

Scctor to be commcnsurate with thc cost of living. A task forcc on

Police rcforms was commissioned in Decembcr 2022. Rcwrile the

paragraph in view of this.

Paragraph amended accordingly

The draft 2023 BPS idcntifics five priority rctors (namely

Agriculture; Micro, Small and Medium Entcrprise (MSME);

Housing and Sct ementi Hcalthcare; Digital Supcthighway and

Creative Industry) to drive economic turnaround an inclusive

growth. While tlr Fourth Mcdium-Term Plan (MTP) is still undcr

dcvelopment, the drafi BPS is silcnt on how lhese priority sectors

arc linked to MTP IV.

The Fourth Medium-Term Plarl. (2023-7J27) of the Kenya

Vision 2030 will prioritize implemcntation of Bottom - Up

Economic Transformation Agenda of the new Administration

highlighted in the 2023 BPS to rc-posilion the economy on a

steady, inclusivc and sustainablc Srowth trajectory. As such,

tllc MTP will provide dctails on the implcmentation of th€

"Fivc Sectors that form thc corc pillars of the Govemmcnt

development agenda.

One of Ley itrterveotions under thc agriculture sector is provision of
subsidized hputs including sceds and fcrtilizer. The Government has

ran the subsidiz-cd fertilizer program for a long time, yet Kcnya

rcmains a food &ficient country. As such, it would bc imponana to

have an impacl evalualion of thesc prcgramme to ensure that there is

value for money. Othcr proposed intcrventions such as increasing

the land under inlgation, milk coolers prograrnme, and building

agriculture re*arch capacity arc not new programmes; thereforc tlre

need to assess their impact to guide thcir design going forward.

Agdcultural productivity in the country has bccn largcly

affected by the unfavourably wealher conditions and the high

cost of inputs. To improvc productivity, the Govcmmcnt has

made fcnilizer available at a lower cost of KSh.35(X). The

Government working with thc priyate s€ctor has also made

arrangements to make another 6 million bags of various types

of ferlilisers available for thc long rains scason. Over the

rnedium term, the Govcrnmcnt will devclop policy, legal and

imtitutional rcforms lo providc an cnabliog envkonment for

agricultural productivity. In particular, the Government will:

provi& affordable working capital to farmers thmugh well-

maneged farmet organisations; dcploy modcrn agricultural

risk monagement instrumenk lite crop 0nd liv$tock
insul8nce rhemes, commodity market ins[urn€nt! and price

stabilisation schemes that ensure farming is profitable and
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AREA

PROPOSAUCOMMENT WAY FOR,WAR,D/A TION TAKEN/RESPONSE

lms-making Kenya Airways (KQ) by Orc end of Deccmber Z)23.
The cash-strappcd national carricr has bccn relying on state bailouts
to repay dcbts including to aircraft lesson.

plank of this stratcgy will bc a linarrcing plan that docs not
depcnd on operational support from the exchequer bcyond
Decembcr 2023.

The Government has set its sights on an ambitious overhaul of the
housing and mortgage markct wirh a plan to bring down the cost of
mortgage instalrnents to just KSh. 10,000 a monrh. The move is
ccntrcd on guarantecing buyen for developers of homes constrtrcted
under the affordablc housing scheme. By assuring talers of
allordable homes, the Govemment is betting on the intcrvention to
grow the number of mongage accounts in thc country from 3O0OO

lo one million by trimming financing costs.

Thc cost of housing is a heavy burden to majoriry of Kcnyans
and is the major factor driving the proliferarion of slums. Thc
Governmcnt plans to clor lhe housing gap by facilitaring
dclivery of 2500fl) houscs pcr year. To realiz,c rhis, the
Government will implemcnt policics and administrative
rcforms to lowcr the cost of construction and improve rccess
to affordable housing financc while crcating jobs and
entrepreneufial opportunitics to all Kenyans. As part of the
proccss, the Government will rcstructurc affordablc long-term
housing finance schcme, including I Nationsl Housing Fund
and Coopcrative Social Housing Schcmcs rhar will guarantce

off take of houses fiom developers-
State to build highway car charging hubs. The Governmcnr will
build electric vehicle charging infrastructure in all urban areas and
along the highways from thc next financial year as it hopes to
supplement the private sector's bid to accelerate e-mobility. Thc
Government will intensify national conncctivity through road, rail,
port, energy and fibre-optic infrastructurc to foster an enabling
cnvimnmcnt for cconomic recovery and inclusivc growth.

Accelerating transition to clectric vehiclcs is a win-win
proposition in tcrms of contributing to Kcnya's emission
reduction commitment, cheapcr transpon, and leveraging on
the large local and rcgional motorcycle markct to build an

electric vehicle industry. This will reinforce Governmenl's
efforts to achieve grecn tramponalion aimed at addressing the
effects of grcenhousc gas emissions.

Amend paragraph 7. The direct contribution of the agriculturc scc(or
to the GDP averages 21.4 percenr (20.9% n 2Ol7,20i% in ?filr,
2O.9% in 2Ol9,22.6% in 2020, and 22.4% in 2021). This has bcen
the case since KNBS revised and rcbased the National accounts in
202t .

Paragraph amended accordingly
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AREA

The Govcmment expendilurc budget is projected at

3.663 Eillion. Thc Covernmeni plans to undcnake a Bottom -

Up Economic Transformation Agenda geared towards

economic turnaround and inclusive growth. Special focus will
bc placed on incrcased employment, more equitable

distribution of income, social security while also expanding

the lax revenuc basc, and incrcascd foreign cxchailge

eamings. As part of its economic turnaround plan, ihe

Govcrnment will scale up revenue collection efforts by lhe

Kenya Revenue Authority (KRA) to KSh. 3.0 trillion in the

FY 2O23t24 and KSh. 4.0 rrillion over the mcdium-tsrtrL In

order to achievc this, thc Government will undenake a

combination of both tax administrative and tal'
reforms. Sectlon 2l provides details of the reform&-

KSh

lhat

Government will implement.

M-pesa users, landlords and consumers arc among the biggest

in Prcsident William Ruto's KSh.3.64l trillion budget that sceks to

introduce new tax measur€s and end state'fundcd subsidies.

The Government will integratc the Kenya Rcvenue Authority (KRA)

informalion technology systems with thosc of lelecommunication

companies such as Safaricom and Airtel to monitor customers'

mobile money transactions and nab tax cheats. This will offer the

authority uffestricrcd acoess to taxpayers' bank and mobile money

accounts as pafl of the efforts to catch tax cheats and improvc

rev€nue collection as ils targets conlinue to rise' In addition, among

the winners are jobless teachers who ate expected to frll 3O'ffX)

vacancies in an anticipated r€cmitnrcnt drive, farmers who will

bcnefit from an exlcnded fenilizer subsidy, sccurity officerc who

will sce their pcrks improvcd and raders as thc Government steps up

disbursement of the Hustler Fund.

losers

To improve reliability and bring down the cost of Poilrer'

Covemmcnt will delink developmcnt initiatives ftm
Kcnya Power snd let the company to operate on commerc

principlc. A policy, rcgulatory and linancing franrwort for

off-grid community-own€d development proFcts (mini and

micm-grids) will be instituted.

Government will strip Kenya Power of the rcle of imPlementing

ticket projecB aimcd at expanding electricity reach to let the firm

only carry out its primary role of buying and selling elec[icity. Thc

Governmcnt witl take lhc drastic step amid inefficiencics and role

duplication in Kenya's €nergy procurement, gencration'

transmission and distribution, which has led to high powcr costs.

The movc is the latest among many rcforms thar have been pmposcd

in rec€nt years to improve the financial health ofthe company that is

mircd in debt.

big

To support the aviation industry, the Government w

a turnamund strategy for Kenya Airways. A critical
ill

dcvelop
The Covernment is pledging to develop a hnanc

see it stop using taxpayers' money to support the operations of the

ing plan that will

Bottom - Up
Economic

Transformation
Agenda to Promote

Inclusive Growth

Annex Table 6: Public Proposals snd commcnts on the 2023 Budget Pollcy st&tement
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Scctor Issues Propoccd Wey Forwerd/Acdon Taken/Response

Sector Elgeyo Maraket and Turkana

Enhance allocation to water harvesting by providing
ianls to rural houscholds.

Enhance allocation towards human wildlife conflict
compensation and incrcase the number of animals
covercd.

In
Zrro-ralling of recycling machinery to cncourage
growth of recycling frcilities which will assist in

the cnvimnment.
Nairobi River cleaning should be prioritized through
protection of the riparian land and working with
local communities.
Completion of sewer lincs and provision of watcr in
informal settlements of Malharc.

projects include Sioi Muruny, Chemususu and Yamo dams among other
water ccts,
Rolcs are shared bctween the National and County Government and the
suggested intervention is taken by County Government while the National
Government invcsts in water harvest throu

L,ack of coordination between the National
Government and County Governments in
distribution of projecs. Case in point arc two
borcholes in Mogotio next to each other one funded
by National Government and thc other by County
Governmcnt.

Opaque budget lines in the SAGAs that do nor
clearly indicate the project being implemented and
the lon.
Role of accounting officers

construction of dams.
Allocation lowards human wildlife conflict compensation has been a
suatcgic intervention but Govcrnment is cxploring usc of Insurance.
Further, tlre is a lot of invcstment in mitigation measurcs including
construction of fences and hiri ran for trol

The Sector note of the comment and the recycling companies can furlher
write g memorandum to the National Treasury for consideration during the

of the Finance Bill.
The National Governmenl has formed the Nairobi River Commission to
clc8n thc river under the Nairobi Regeneration programme in conjunction
with the Nairobi Cit Count Government
Tte Government will prioritizt complerion of all ongoing projecrs to
cnsurc that citizens start utilizing them hence achieving value for moncy
ob lvc.

The office of the Deputy President has bcen mandated to coordinate
working between the two levels of Government to ensure equitable and
efficient delivery of services.

The National Government Developmenr Budget is disaggregated by
specific project and the SAGAs arc advised to do likewise in their

The Constitution of Kenya, PFM, Act, 2Ol2 Md other financial
management laws adequately provide for the roles of thc accounting
officers and all accou officcrs arc familiar with their roles.

r
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SECTOR/POLICY
AREA

PROPOSAUCOMMENT WAY FORWARD/ACTION TAKEN/RFSPIONSE

povcrty, disenfranchises and morlgagcs thcir futurc into morc debt

thereby worscning their lives.

The Government should considcr the option of Public-Privatc-

Partnership (PPP) in financing future development projects to rcduce

over-rcliance on loans.

The Govemment will scalc up the usc of Public Private

Pannenhips financing for commercially viable projects.

Already, the Government has idcntified a number of key

scctors including waler, housing, roads, trade and industry in

which it wishes to work with the private scctor through the

Public Private Partacrships framework. Thc PPP Di.rectoratc

envisagcs mobilizing KSh. 50 billion within the FY 2023124,

based on the currcnt prcjects in thc PPP pipelinc. To achieve

this, all projects will bc scrccned for commercial viability as

PPPs, beforc being considercd for implementation within the

National Budget.

Recent Economic

Developments and

Medium-Term

Outlook

The BPS 2021 draft on page 22-23 provides economic assumPtions

undcrpinning the macro-cconomic outlook. The Kenyan economy is

expected to grow to 6.1% in 2023 from the projectcd 55% in 2fr22.

Globally, the economy is expected to slow down to 2.6% n 2023

from 32% in 2(D2. This slow growth is attributcd to the Russia-

Ukraine conflict, elevated global inflation, effects of COVID 19

pandemic and persistent supply chain interruptions. W'eighing the

Kenya's economic growth projection against the global and regional

economy, which is projected to slow down, seems ambitious, also

considering the prevailing economic develoPments including the

high inllation rate

The policy thrust of the 2023 BPS anchored on Thc Bottom -

Up Economic Transformation Agenda seeks to addrcss tlre

constraints and challenges facing the economy, bolster

rcsilience and foster economic turnatound and inclusivc

growth. Implcmentation of thcsc intervcntions detailed in

Chaptcr I of the documcnt is expected to stimulale cconomic

r€covery to 6.1 Frcent grcwth in 2023 from the estimated 55
percent in 2022. Btrl morc importantly improve the qualily of
growth fiom public sector investment lcd growth to a

dynamic private scctor led growth.

The sub-headings under this chapter are rcpetitive for instance sub-

heding 22 is the same as the chapter heading and then sub-heading

25 is also on economic outlook.

The sub-hcadings have bccn amcnded rcordingly

Amand Paragrapb 80, thc text and the data in figure 2.6 do not talk The paragraph has been amcnded to reflect the correct

r30 I
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specific policy measures by thc Government should bc considercd to
reduce the cost of electricity to spur the manufacturing sector and

other important sectors of the economy. This will catalysc the
auainrn€nt of thc economic recovcry objective.

country rcmains cxpensivc and unreliable. One of the key
contributoB to both the cost and qualiry of powcr is the aging
transmbsion and distribution rEtwork- Thc investment
rcquired to upgradc the network is consi&rable, morc so in
the diffrcult linancial situation that the count4r is in. To
impmvc reliability and bring down rhe cost of power, rhe

Government will:

i. Mobilise the resources needed to rcvamp thc transmission
and distribution neawork and accelerale geothcrmal rcsources
development;

ii. Develop Liquifrcd Natural Gas (LNG) storage faciliry in
Mombasa, with a view to phasing out heavy fucl oil (HFO)
from the power generarion ponfolio. This wilt also contribure
to mecting Kenya's emission reduction commitments; and

iii. Enforce transpar€ocy and public accounrability of thc
electricity scctor rcquiring the Encr$/ & Petroleum
Regulatory Authority (EPRA) ro publish quarterly sysrem,
hnancial and operational performancc rcports.

Hustler Fund is a good intervention but needs training and coaching
of cntreprcncurs as well as conscious Govemment effon to address

emerging regulatory/policy bottlenecks. The Govemment should
also ensure that the regulations govcrning the Fund are strictly
adhered to in tandcm with the n:quirements of ttre Public Financc
Management Act to s€rve the intended purposc. Therc is also the
necd to ensurc rhat the Husrler Fund does not join thc long list of
financial digital platforms rhar instcad of pulling people out of

The Covern[rcnl devcloped Public Financt Management
(Financial Inclusion Fund) Regulations, 2022 which provided
guidelines on how 10 adminislcr the Fund prudently.
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land transactions to cushion women and childrcn fmm

dispossession of family land.

Under the brod provision of the fint chapter on economic recovery

and inclusive growth, governance is underscored as one of the areas

of priority areas. This is vcry encouraging; however, the BPS should

include all goyemance, justice and law organisations. We note that

article 59 commissions that se€k to support oveBight for the rcspect,

protection and fulfilment of human rights, namely the Kenya

national commission on human rights (KNCHR), the national gender

and equality commission (NGEC), the Commission on

Administative Justicc (CAJ) have rcmaincd underfundcd. Their

budget allocation has been dcclining ovcr the ycars, leaving them

with rcsources for salaries without moncy to monitor and rcspond

accordingly. Other institutions with limited funding include thc

witness protection agency, which is helpful in protecting people

testifying on various criminal activitics, including economic crirnes

and acts of corruplion that continue to affect our growth. GJLOs

should be accorded with increased resources allocation to enhance

governance in Kenya and suppon inclusive growth politically,

socially, and economically.

The GJLOS sector is principally engagcd in maintenance of
law and order, cxpansion and accountability programnrcs,

sccurity coordination, provision of sccure Cov€rnment

documents provision of corrcctional scrvices to offcndcrs,

enhancing thc integdty and access to population rcgistration ,

immigration scrviccs and refugec managcment, installation of
surveillance cameras in major citics, expansion of police

trainilg collcgcs, rtprEs€nting and edvising the Govcmmenl

on lcgal matters, and the roll out of national legal aid scrvices

to indigent pcrsons, rcgisrration and rcgulation of political

panies, provbion of prosecution scrvices, protection of
witnesses, fighting corruption and economic crimes,

promotion and prolection of human rights and fundamental

frcedoms, conduct of elections and delimitation of electoral

boundaries, delivery of justice, prcmote and facilitate the

independence and accountability of the Judiciary and

transparcnt administration of justicc, promotion of gender

cquality and frcedom from discrimination, monitor and

investigate policlng opcrations affecting mcmbcrs of the

public among othcrs.

In order to implenrnt thc prioritized programmes under thc

MTEF period, thc Sector has a total allocation of KSh. 229"8

billion, KSh. 242.4 brllion and KSh. 252.8 billion for FY

2O23124,FY 20?4125 ad F"( 2025126 rcspctively .

On ele.tricily, by end of 2021, the Government had embarked on a

pathway for reduction of thc cost of electricity by 3O%. Thereforc,

Generation capacity and total electricity connections havc

incrcased considerably in the recent yea,s, elecldcity in the
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Vaccines and Nutrition.

It's a constitutional obligation for thc Government to deliver a clean
and safer environmcnt to its citizens. The planting of rees
spearheaded by the Ministry of Environmcnr, should collaborate
with women groups, civil societics and religious organizations and
political panies.

The rcforestation prcgramme by Govcrnmcnt through the

Ministry of Environment, Climate Change and Foresrry is
collaborating with the County Government and other
stakeholders both local and forcign, which includes rhe yourh,
women groups, civil societies and religious organization.

Kenya has improvcd so much on women involvement/panicipation
in national debate and govemancc and its bccoming better as we go
along. But we are still far from it. Women are still by far cxcludcd
from governance and political institutions engagements and decision
makings. The Governnrnt should providc financial and capacity
building suppon for women through differcnr platforms in differrnt
groups such as Maendeleo ya wanawake, women lcague in
parliament, county assemblics and women caucus in thc Political
Panies Political Panies. Well as the Government endeavors to
cmpower women @onomically, the women plalforms will
complement in the most needed civic cducation part which is a

prcre4uisite for the effectiveness of the economic boost to women.

As pan of its inclusive strategy, the Goyernment will:

i, Provide financial and capaciry building supporr for
womcn through the Hustbrs Fund for women-led co-
operative societies, chamas, merry-go-rounds and

table banking initiarives and prorecr them from
prcdatory interest rales charged by unscrupulous
money lenden;

ii. Implement thc two-thirds gcnder rule in elective and

appointive positions in the public sccror within 12

months after the elections including 50 pcrcent cabinet
positions for women and incrrase the number of, and
personnel at, gender desks at police stations;

iii. Increasc funding for the Anti-Fcmalc Gcnital
Mutilation (FGM) Board and fully implement the anti-
FGM law;

iv. Establish a social welfare fund for Kenyan women
working abroad to provide a safety net for distrcsscd
diaspora citizens; and

v. Take administrative measures to cnsure 100 percent

enforcement of the spousal consent legal provisions in
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out of private sector fiom the domestic crcdit martet;

leveragc on Kenya's wcll advanccd SACCO system to

develop a tier thrce financisl system that will facilitate

disbursement of alTordable credil through the Hustlers Fund

to cushion those affected by tlre current predatory lending

intcrest rates e.g. market traders, boda boda.

On housing, the prcvious adminisuation introduced the Kenya

Mongage Refinancing Company (KMRC) but still failed to achieve

the target of 500, 000 housing units over a five-year period.

Thercfore, a targct of 250,000 houscs per ycaf, maybe too ambitious

especially because the proposed policy intcrventions arc nol new.

Also, thc 2023 draft BPS is not explicit on unique approach and

strategy to adopt for the targeted housing unis to bc achievcd.

To rcalize the target of 250,00 houscs, the Government will
implement policies and administralive reforms to lower lhe

cost of consuuction and improve acce$ to affordable housing

frnancr while crcating jobs and entrEpreneurial opPonunities

to all Kenyans. As pan of the proccss, the Government will
rcstructurc affordable long-tcrm housing finance scheme,

including I Naaionsl Housing Fund and Coopcrative Social

Housing Schemes that will guarantee off take of houscs from

dcvclopers.

The draft 2023 BPS also identihes NHIF as a vehicle for policy

reforms in the health sector towaJds achievement of Universal

Health Coverage (UHC). However, without exchequer funding,

NHIF may not havc adcquate funding to anchor UHC. This thcn

calls for rcforms on thc structure of NHIF because many Kenyans

arc not ablc to consistcntly contribute into NHIF.

To support attainnent of univenal hcalth coverage, the

Government has incrcased allocation to the health sector by

KSh. 315 billion in the FY 2[23124. Allocatoos to the sector

will bc increascd over the medium tcrm to KSh. 173.1 billion
in Fl 2025126 ftDm the estimated KSh. 1225 billion in FY

m2u23.
In addition, thc Oovernment will invest in primary healthcarc

rystem through cstablishment of stakeholder managcd

primary hcalth care funds as stratcgic purchasers at each lcvel

4 facilityi and cstablish and operationalizc cmergcncy

mcdical fund and crtablish a fund to bridgc the financial gapr

in thc wakc of diminishing donor funding in suppon of key

progrf,mmcE including HIV/AIDS, TB, Malaria. RH/FP,
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incorne is predictable; transform two million poor farmcn
fmm food deficit to surplus producers through input finance
afld intensive agricultural extension suppon; r€duce

dcpendence on basic food imports by 30 percent (domcstic oil
crops production fiom 5 percent to 25 percent, rice from 18

percent to ll{) percent); revamp underperforming and

collapscd export crops while expanding emerging ones
(coffee, cashew nuts, pyrethrum, avocado, macadarnia nuts);
atrd boost tea value chain (blcnding & branding).

On incrcasing access to credit by Micro, Small and Medium
Entcrprises, therc already various interventions hcluding Uwczo
Fund, Youth Fund, and Womcn Enterprise Fund, and more r€cently
the Credit Guarantec Schcme. The new Goverffncnt has introduced
the Hustler Fund whosc objectivc is to correct markct failurcs. The
Budget Policy Statement should be clearer on how these scparate

funds will work together ard fit inro rhe broader objecrive availing
crcdit to MSME. Morcover, having the Governrn€nt targeting to
borrow more from the domestic market will increase competition as

financial institutions prcfer lending to the Governrnent thus
exacerbate the aheady tight financial conditions to rhe MSMES.

Over the years, fragmented efforts to address these challcnges
facing the youth and the MSMEs have yielded minimal
impact. To empower the youths ard suppon the MSMEs, the

Government will undertake delibcratc efforts o levcraging on
thc existing broader youth cmpowerment and development
infrastructure that support various facets of youth agenda in
Kenya.

Spcial focus will be placed on the implementation of rhe

Hustlers Fund to coreat market failures problens at the
bottom of the pyramid and to cushion thc MSMEs againsr

high cost of credit.
The Govcrnment will also foster an enabling environmcnt for
thriving of MSMEs by reducing burcaucracy and regularory
costs, ending rcgressive taxation; enacting right to work law,
among other interventions. In this regard, the Government
will dcploy a crcdible macroeconomic framework and growth
stratcgy to strcngthen extcmal crcditworthiness, enabling
Governmcnt to borrow chcaply externally and cnd crowding
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enhance administruive efficiency of the tax system, provide

consistency and cenainty in tax legislations and management

of tax expenditure. On th€ other side, the Medium-Term

Revenue Strategy will provide a comprchensive approach of
undertaking effective tax system reforms for boostinS tax

revenues and improving the tax system over the medium

term.

The ordinary revenue has been growing, the projection of KSh.

2J66 Billion in the FY 2023124 may be too ambitious in relation to

the actual revenue of KSh. KSh. I ,487 and I839 Billion rcceived as

ta:( revenue h the FYs 2O2Ol2l ard 202ll22 resryrively. Unless

justifred, a,r0 percent increasc is likely not to bc achieved resulting

in more budget deficits.

The Governmenl targets to grow tax revenues by 17.8 percent

of GDP in the FY 2O23124 and 18.3 percent of GDP over the

rnedium term. As part of the economic turnaround plan, the

Government will scale up revenue collection efforts by the

Kenya Revenue Authority (KRA) to KSh. 3.0 trillion in the

FY 2023124 and KSh. 4.0 tritlion over the medium term. ln

order to achieve this, the Government will underrake a

combination of both tax administrative and tax policy

rcforms. Scctloo 2.4 of this BPS gives the details on fte
vadous rneasurcs the Government will implement to incrcasc

tax revenue.

Budget for FY
2023124 and the

Medium Term

The Governmcnt plans to cut borrowing and raid taxpayers for more

money 1o fund KSh.3.64 trillion budget that promises to increase

development spending by a third. The Governmcnt expenditure to

lncrease by KSh.25l billion from the cun€nt KSh. 3.39 trillion. The

proposed seven percent Srowth will mark the slowcst rise in
Government spending in four years since FY 2019lmz0 when the

budget ros€ by five perccnt to KSh.2.57 trillion. Tlp Government

projects that total rcvenue will hit KSh. 2.897 trillion in the FY

2OBAO24 from the current financial year's KSh. 251 trillion, with

Kenya Revenue Authority (KRA) expected to raise KSh. 2.66

To suppon the Boltom - Up Economic Transformation

Agenda, the Government will implement a Srowth friendly

fiscal consolidation plan designed to slow down the annual

growlh in pubtic debt and implement an effective liability
management strategy without compromising Servicc dclivery

to citizens. This is expected to boosl tle country's dcbt

susainability position and ensure that Kenya's &vclopment

agenda honours the principle of inter-generational equity.

As pafl of the economic lurnaround plan, the Govemment

will scale up revenue collection effons by the Kenya Revenuc
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purchas€ a ncw systcm plsces an unfair burden on companies, aod
unneccssarily incrcases the cost of doing business.

The Government plans to rrduce the tax exemptions available. The
Fint Schedulc of the lncomc Tax Act 8nd rhe Firsl Schcdule ro rhc
VAT Act (which dcal with r8x excmptions) have already been

scverely diminished by rcducing the exempt items and transactions.
The Government has a social rcsponsibility to cnsune activities or
ilems that ar€ mcanl to b€nefit Kenyans have a tax shield (in the
form of exemptions). Furthcrmore, reducing the available
exemptions even funher would discourage investment in Kcnya (as

it stands thc, Investrrent Deductions havc alrcady been grcatly
rcduced).

Elimination of tax exemptions are meant to protect our
revcnues and improve the fiscal space. The tax eremptions
thal ar€ being rcmoved arc thosc that have not delivered their
expected impact or the intended purposc has been achieved.

ln the FY 2O23n4, rhe Govemmenr projects rhar rhe total
Government expcnditure will amount to about KSh.3.64 trillion
while total revenue will be approximarely KSh. 2.89 trillion leaving
a fiscal gap of about KSh.695 billion. The Insrirute is concerned
that: This fiscal gap is lilely to increas€ the current public debr
becaus€ it would requirc debt financing to actualize the budget. The
Governmenl has in the past prcpared supplementary budgets which
have iacrcased expenditurcs and reduced reyenues. The implication
is compromised scnices being delivered or increased borrowing, or
bolh.

The Covernment will implement a fiscal consolidation plan
that will reduce the fiscal defrrcit including granrs from KSh.
833.8 billion (5.7 pcrcent of GDP) in the FY 2O22123 to KSh.
720.1 billion (4.4 percent of cDP) in rhe FY ZJl23124. This
reduction will rcsult in r€duction in thc gowrh of pubtic debr

thercby boosling the counry's dcbr susrainability position. To
achieve this the Govemment will undertake tax policy and

administration rcforms and expenditurc rationalization
mcasurcs outlined in section 2.4 0f this BPs.

The Covernment should seek new ways of incrcasing rcvenue,
predictabitiry in rax sysrem, rax base expansion, simplificarion of rhe

tar process among olhers

In order to adopt a comprehensive approach for undenaking
effective tax system reforms for boosting tax rcvenue and

improving tax system, the Government will finalize the

development of thc National Tax Policy and the Medium-
Tcrm Revenue Strategy (MTRS) for the period FY 2023124

ao Ft 2026127 . The National Tax Policy Framework will
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The Covernment plans to slow down on borrowing with a KSh. 154

billion reduction on the amount expected to be bonowed during his

firct budget in office. The Government proposcs to borrow KSh. 695

billion in the frst hnancial year 2023124, down from the Sh849

billion the Govcrnment is expected to bonow in the financial year

ending June. This could reduce the pace of accumulation of Kenya's

public debt which has ris€n by an average Shl trillion over the past

three years, raising from KSh.6.9 trillion in Junc 2020, KSh.7.69
trillion in June 2O2l and KSh. 859 trillion by June last year.

Tte fiscal policy stance over the medium term aims at

supporting the Bottom - Up Economic Transformation

Agenda of the Governmenl through a growth friendly fiscal

consolidation plan designed to slow down the annual growth

in public debt and implement an effective liability
managemenl strateSy, without compromising senice delivery

to citizens. This is expected to boost the country's debt

sustainability position and ensur€ that Kenya's development

agenda honours the principle of inter-generational equity.

In order to boost revenue collection, lhe Govcmment will
implement rental income tax measures by mapping rcntal

properties. This will be achieved thmugh enhanced field data

analysis mopping up, integration of itax with National Lands

Information Management System and use of a mobile App.

The Kenya Revenue Authority (KRA) will conduct a census of
landlords' propenies and seek direct access to M-Pesa transactions

in effons to catch tax chcats and raisc an additionat KSh.375 billion
for the year staning July. The KRA will conduct a census of rental

propenies and link its tax system with the digital lond registry to
smoke out landlords not paying their full share of taxes.

Paragraphs amended accordinglyAmend paragraph 108 to read, On the tax administrative side, KRA
will implement among others, the following measurcs...

Amend paragraph I I I, by realigning the target year from calendar

year to fiscal year.

KRA shall fully roll out the eTIMS system to address issues of
missing trader. Prior to the roll out, the difference between TIMS
and eTIMS must be clearly explained, and a proper justification

must be given for the introduction of eTIMS. The change from the

old VAT registers to TIMS was a very recent change (not even a full
year). By requiring companies 1o now change to eTIMS is an unfair

nrasurc, given that companies have just transitioned and arc gening

accustomed to the new system. Funhermore, rcquiring companies to

now purchase a new systcm, after having recently bcen forced to

The Government targets to reduce reduce Value Added Tax
(VAT) gap from 38.9 p€rcent to 19.8 percent of the potential

by fully rolling out elecronic Tax Invoice Management

System (cTIMS). This has becn informed by the need to

addrcss the challenges hampering enhanced tax compliance

including missing trader phenomenon/non/under declaration

of sales and use of fictitious input claims.
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to each other. For instance, the deprcciation rate of Ketrya *rilling at
8.9 percent is not lower than the Namibian Dollar at 8.7 pcrccnt or
South African Rand at 8.8 percent. T'herc is also need to update rhe

text to rcflect Deccmber,2022 figures as uscd in Figurc 2.6.

posilion on thc deprcciation of the currencies.

Whereas the BPS provides some of rhe tax adminisrrarion and policy
rcforms to attain r€venuc growth, the projectcd amount rcmains
over-ambitious. Thesc risks increasc budget deficit in the evcnt the
projccted revenue is not r€alized, leading to bormwing, which in
turn increoses the debt levels, which has been categorized as

considerable risk for debt distrcss. There is a need for the
Governmenl to operate and spcnd within means. Funher, while the
Governments undenake reforms in tax policy and revenue

administration, thcrc is a need for revenue measurcs lo take into
consi&ration principles of equity. The measures should be
distributed equitably, and rhe burden should not unfairly affect some

section of the population compared to others.

It should be remembered thar implementation of tax policy
and administration mcasures has seen KRA exceeded rcvenue
tarSets for the lwo fiscal years. Budgct execution in the lirst
five months of F\ 2022123 progr€sscd well with revenues
recording positive growths reflecting impmvemenl in
business environment, tax policy measures and enhanced
revenue administration by KRA. Revenue performance over
tlre medium term will be undcrpinned by the tax policy and

administrative mcasurcs outlined in Scction 2.4. The rcforms
on the revenue and expenditurc side, will rcsult in reduction
in the fiscal delicit including granrs rhercby boosting the

country's debt sustainability position.

Fiscal Policy,
Framework and

Performancc

Whereas the Government plans to contain expenditure as part of
fiscal consolidation plan, the expcnditurc is sel to incrcase in FY
2O22123, this contradicts the Government's effort 10 cut spending.

The cxpenditures as a percentage of GDP arc projccted to
decline from 23.8% in FY 2Dzlnz b 22.3% in FY 2O26/27

despite the pro.iected increase in nominal values. To rcalize
lhis, the Government will continue to improve efficiency in
public spending to cnsurc value for money by eliminating non
priority expenditurcs; rctiring expensive and unsustainable
consumption subsidies; reducing tax exemptions; scaling up

the usc of Public Private Partnerships financing for
commercially viable projects; rolling out an end-to+nd e-
procurcmenl system; and streamlining the initiation,
execution, delivery and sustainability of public investment
projects.
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Keny-, -.-'; t-ni7/l E audited accounts is unfair
to County Gove,r;i/nts There is need by the padiam€nt to speed up

the approval of audited accounts to enable counties get their falr
share of sharable revenue- equitable sharc

THE NATIONAL TREASURY AND ECONOMIC PLANNING
FEBRUARY 2023

WAY I'ORWAR.D/ACTION TAKEN/RESPONSE

Draft BPS has indicated that the Government is committed to

€nhance devolution by ensuring transfer of function earmarked for
counties in six months, there should be notable change in decrcase

of allocation by the National Government to functions that are fully
devolved-

In this BPS, we have transferrcd some functions and attendanl
r€sources to counties e.g. Library scrvices which is a

devolved function.

In the medium term, sharing of rcsources will be pegged on the

financing constraints and not on the budget. Availability of
resources is key and it should be remembered that National Treasury

did nol disburs€ KSh. 29.6 billion to Counry Governmcnrs in the

F12O2ll22 drc to hnancial consrainLs

The KSh. 29.6 billion was disbursed in FY 2O22123. Coing
forward, the National Treasury taJgets to disburse the

equitable share within the financial year.

Statement of Specific
Risks

Amend paragraph 30, to delete the words mariage gratuity
appearing on the last sentence.

Paragraph amended accordingly

General Comments The Draft BPS mentions on Page 5 that on January 2023 there were

Public Sector Hearings and the public provided invaluable inputs to
the 2023 BPS. Page 44 indicates the summary of policy issues raised

and responses by the public during the public hearings are annexed

to Table 5. The Draft BPS does not provide the said information.
Despite the Government holding public hearings why was the input

from the public not annexed in this documenl? The Draft BPS

should indicate the final slatement on how public input was taken

into consideration or how it influenced the BPS.

Annex Table 5 & 6 provide a summary of th€ comments

rcceived from stakeholders and the general public. The

comments provided valuable inpuls to this document.
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s€cton} additional programmes, completion of ongoing projects and

additional expenditures tied to A-i-A revenue collection

Paragraph 152 rcfers of allocation lo County Governments for FY
2023D4 being KSh.380.0 billion, however paragraph 130 table 3.1

shows allocation to County Governments for FY 2023124 as KSh.

375.0 billion. Amend the section to consistent in the document.

Table 3.1 has bcen amended showing allocation to County

Govemments forFY 2023f24 at KSh.385.4 biUion.

Amend 33 litle 10 rcad, Budgetary allocaiions for the FY 2O23124

and the medium-term budget

T'he title or sub-heading has bccn updated accordingly

Total budget for FY 2023124 is given as KSh. 3,641 billion.

However, table 3.1 gives the tolal as KSh. 3,476.2 biltion.

Harmonis€ the two figures

Table 3.1 has been amended $rowing total projected budget

for FY 2023124 at KSh. 3,628. 8 billion.

The proposcd allocalion 1o the Padiamentary Service Commissioo

of KSh. 39.88 billion is not in tandem with the MTEF allocation as

recently approvcd as well as the indicativc fiscal plan for the threc

votes of Parliam€nt in the medium term.

The allocation to Parliament is KSh.40,4 bllllon for the FY

2023t24

County Financial

Management and

Division of Revenue

The Government is on the spot over ic failurc to disbursc KSh.42

billion Equalisation Fund money to marginalised ancas over the past

six years. The funds are erp€cted to assist 5.6 million people in

I,4OO sublocations. Counties have also been faulted for low own-

source rcvenue collection of KSh. 35 billion against a capacity to
generate in excess of KSh. 2fi) billion.

The National Treasury thmugh a multi-agency committee

developed the PFM (Equalisation Fund Administration)

Regulations 2021 which werc approvcd by Parliament in

October 2021. The Regulations providc for: (i) guidanc€ on

tltc administration and management of the Equalisation Fund;

(ii) the completion of ongoing proicts under the first policy;

and (iii) implcmentation of new projects under the second

policy and subsequcnt policies.

According to BPS draft 2023, the proposal to incrcase the equitable

share to KSh. 380 billion in the FY 2023124 ts equivalent to 26.8

percent of the last audited accounts (KSh. 1,414 billion for FY

2Dl7ll8) and as approved by Parliament. Although, the BPS holds

that the allocation is line with Article Zo3 (2) of Constitution of

The equitable share has been updated to indicate the last

audited accounts (KSh. 1,730.99 billion for FY 2019/20) as

approved by pafliament. As such thc equitable share has

incrcased to KSh. 385.4 billion in the FY 2O23D4.
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trillion Authority (KRA) ro KSh. 3.0 rrillion in the FY 2023t24 and
Ksh.4.0 trillion over the mcdium term. In order 10 achieve
this, the Covemment will undenake a combination of both
tax administrativc and tax policy rcforms.
On the spending side, total cxpenditures are projected to
decline from 23.8 pcrccnt as a sharc of GDP in thc FY
ZOZ\DZ to 22.3 percent as a share of GDP in the FY 2026127.
To realize this, the Government will sustain cfforts to
improve cffrciency in public spending and ensure value for
money by eliminating non priority expcnditures; rctiring
expensivc and unsustainable consumption subsidies; reducing
tax cxemptions; scaling up thc usc of Public Private
Pannerships financing for commercially viable projects; and

rolling out an end-to-end e-prccurement system.
Agriculture is onc of the s€ctors the Draft BPS lists as high
impactful in achieving the Kenya Kwanza Agenda. However, therc
is a notable decrcase in the sector's budget allocation from whal was

allocated in the Approved Budget 2O2212O23 ro rhe projeclion for
FY2O23|2O24.If the economy is highly dependent on thc core pillar
and enablers shouldn't allocation and percentage sharc of the sectors

be incrcascd to provide for cnabling environment for economic
rccovery and transformation. Tlrc Covernmcnt should ensurc enough

allocation is given for both the r€currcnt and dcvelopment
expenditure to priority scctors.

Agriculture is a core pillar in the Govcrnments Bottom - Up
Economic Transformation Agenda. Allocation to the scctor
has been incrcased to KSh.75.0 billion in FY 2tnn4,KSh.
85O billion in FY 2O24125 and KSh. 90.9 biltion in FY
2O25126 from KSh. 68.9 billion in FY m2ll22 to implcment
programmes in thc MTEF period. This is al incrcasc from 3.3

pcrccnt in total ministerial expcnditurc ln FY 2O23D4 ao 3 5
pcrccnl in FY 2025n6. T'he total budget for FY 2023124 'ts

projected at KSh. 3,671.0 billion.

There is a notablc change in the allocation of funds to scctors

highlighted as the corc sectors. Imponantly, Page 40 indicares the
crileria for rcsource allocation but there are no clear narratives and
justification for the changes and how the chaoges affect the prioriry

In Secdor 3.4 in the 2023 BPS derails budgetary allocations
to the MTEF sector including the prioriry secrors for rhe FY
2023D4 and mcdium tcrm budger and the criteria of
allocation. Scctor ceilings werc enhanced on accounl of
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