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Foreword

The 2023 Budget Review and Outlook Paper (BROP) is the first to be prepared by the Kenya
Kwanza Administration. The 2023 BROP has been prepared at a time when the Govemrnent is
implementing priority programmes, policies and reforms under the Bottom-Up Economic
Transformation Agenda (BETA) that were outlined inthe 2023 Budget Policy Statement aimed
at economic tumaround and inclusive growth. The priority prograrnmes and policies under
BETA are detailed in the Fourth Medium-Term Plan for the period 2023-2027 that anchors the
Kenya Vision 2030.

The Kenya Kwanza Administration took office at a time when the economy was facing three
major constraints, among them, the supply constraints of major products due to conflict between
Russia and Ukraine that disrupted global trade leading to increased fuel, fertiliser and food
prices; the lingering effects of the COVID-I9 pandemic; and a severe drought witnessed in the
region and most parts of the country. The drought not only aggravated the inflationary pressures

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

In order to ease the burden to Kenyans, the Government embarked on immediate interventions
that included: rollilg out fertiliser and seeds subsidies to farmers across the country to enhance
food production; and granting of duty waiver for importation of key food products such as white
maize, rice, yellow maize, soya beans, assorted protein concentrates, and feed additives in order
to bridge the food stocks deficit as well as Iower aad stabilize food prices. The Govemment
also rolled out the Financial Inclusion Fund, or the Hustlers Fund in November 2022 that
supports individuals and Micro, Small and Medium Enterprises (MSMEs) excluded at the

bottom of the pyramid and encourage savings.

Following the various Government interventions and improvement in weather conditions
during the March-May planting season, the economy registered a growth of 5.3 percent in
quarter 1 (Q1) of 2023. This was mainly due to a strong recovery in the agricultural activities
5.8 percent fiom a contraction of 1.7 percent in a similar quarter in 2022. The economy is
projected to further expand by 5.5 percent in2023 from the 4.8 percent registered in2022, and
maintain a strong momentum over the medium-term. This growth outlook will be supported by,
a broad-based private sector growth, including continued strong performance of the services
sector and recoveries in agriculture while the public sector consolidates. The growth outlook
will be reinforced by implementation of reforms under the priority sectors of the Bottom - Up
Economic Transformation Agenda.

BETA is an important strategy at present because most Kenyans overtime sunk into abject
poverty mostly because markets in their segments were interfered with or not properly
govemed. This disrupted market development, protection and regulation but more importantly
curtailed further investments in those sectors. The outcome of this is an institutional failure
problem that pushed policies to fail. The interventions at the Bottom of the pyramid under this
Administration, are therefore targeted to ensure markets work for the poor and also markets
should work for everybody. In order to achieve economic transformation, two driving factors
are important, that is, Human Capital Development and enhancement of savings. The

Govemment will ignite a sustained economic transformation, by raising capital accumulation.

,
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This is in addition to ongoing investments in education, health, nutrition and labour markets to
boost human capital development.

The implementation of the FY2022123 budget marked the transition from the previous Regime
to tlre current Administration. The first half of the FY 2022123 was marked by slow
implementation of programmes and projects due to inadequate revenues. In part, revenue
performance was affected by the general slowdown of economic activities occasioned by the
adverse impact of shocks that hit the country. Given the realities, the Govemment embarked on
reprioritization and cost-cutting measures to ensure smooth implementation of priority
programmes for the remainder of the financial year. Consequently, the FY 2022123 closed on a
positive note with the deficit of Ksh 800.4 billion (5.6 percent of GDP) against a target of Ksh
846.2 billion (5.8 percent of GDP) despite challenges in revenue collections and constraints in
raising resources from the domestic rnarket due to tight liquidity conditions and short-term
instruments becoming saturated. Total revenue collection by the year to June 2023 grewby 7.3
percent to amount to Ksh 2,360.5 billion (16.5 percent of GDP). This was a performance of
95.4 percent against the target. The positive gowth in revenue was recorded in most of the tax
revenue categories, an iadication ofcontinued recovery in revenue collection. Additionatly, the
Govemment purposefully reduced the fiscal deficit to 5.6 percent of GDP by June 2023, from
the 6.2 percent registered lui,FY 2021122 under the previous Regime. This dernonstrated the
Govemment's strong commitment to manage the expendifures, create fiscal space and signal
fiscal consolidation and public debt sustainability.

The created fiscal space enabled the Government meet most of her obligations including debt
repayments and releasing fi:nds due to Govemment Ministries, Departments and Agencies
(MDAs) and other SemiAutonomous Govemment. Additionally, for the first time in seven
years, the Govemment disbursed 100 percent of equitable share to the 47 County Governments
amounting to Ksh 399.6 billion by 30d' Iune,2023. This included Ksh 370.0 billion equitable
share and the arrears of Ksh 29.6 billion inherited from previous Regime. Furthir, the
Govemment fully disbursed the entire allocation for National Government Constituency
Development Fund (NGCDF) amounting to Ksh 47.2 billion by 30h l:trrre,2023. This has
supported development activities at the Constituency level especially in support ofeducation,
health and in some cases for infrastructure.

The implementation of FY 2023/24 budget has started in eamest. During the budget
irnplementation, movements in interest rates and exchange rate have impacted on fiscal spaie.
In order to maintain the primary balance consistent with the fiscal consolidation path,
expenditures have to be maintained at the levels approved in printed estimates. ln this respect,
additional spending pressrues will be accommodated within the approved ceilings, that is
reallocation possibilities, except those of the security and education sectors. Ministries,
Departments and Agencies are expected to settle the carryovers from the FY 2022/23 budget as
a first charge against the budgetary allocations for the FY 2023124 budget. The fiscal deficit
including grants for the FY 2023124 is therefore projected at 5.4 percent of GDP and will decline
to 4.4 percent of GDP in the FY 2024125 and further projected at 3.6 percent of GDP in the FY
2026t27.

As we prepare for the FY 2024/25 budget, all the spending units are therefore, expected to lay
emphasis on the priority progr2mmes under the BETA by increasing investments in Agricultural
Transformation and Inclusive Growth; Micro, Small and Medium Enterprise (MSME);Housing
and Settlement; Healttrcare; and Digital Superhighway and Creative Indus try. The momentum
and large impact they will create will raise economic vibrancy and tax revenues. The budgeting
for the FY 2024125. as stated in the 2023 Budget Policv Statement will strictl be developed
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through a value chain approach under five clusters, namely, Finance and Production Economy;
Infrastruchue; Land and Natural Resource; Social Sectors; and Governance and Public
Administration. This will ensure adequate resoruces are directed towards the nine value chains,
namely, (i) Leather; (ii) Cotton; (iii) Dairy; (iv) Edible Oils; (v) Tea; (vi) Rice; (vii) Blue
Economy; (viii) Natural Resources Including Minerals & Forestry); and (ix) Building Materials
that are under implementation in the FY 2023/24 budget.

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

NJUGUNA S. NDUNG'U, CBS
CABINET SECRETARY

)
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The 2023 Budget Review and Outlook Paper (BROP) has been prepared in accordance with the
Public Finance Management (PFM) Act,20l2 and its Regulations. It provides the fiscal outtum
for the FY 2022123, the macro-economic projections and set sector ceilings for the FY 2023124
and the Medium Term Budget. It also provides an overview of how the actual performance of
the FY 2022123 affected compliance in the fiscal responsibility principles and the financial
objectives outlined in the PFM Act, 2012. The 2023 BROP will form the basis for the
development of the 2024 Budget Policy Statement (BPS) that wiil detail the various
programmes and initiatives that will be undertaken during the Fourth Medium Term Plan of
Vision 2030.

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

As we embark on the preparation of the FY2024125 and the Medium-Term budget, I wish to
underscore that the 2023 BROP was prepared in a collaborative effort Ermong various
Government Agencies. We thank all the MDAs as well as other spending units for the timely
provision of useful data and information on their FY 2022/23 budget execution. We are also
grateful to the Macro Working Group, that reviewed this document to ensure it satisfies the
PFM Act, 2012 nd set out the sector ceilings contained therein to guide the rest of the sectors
in the preparation of their FY 2024125 and Medium Term Budgets. This document incorporated
key inputs from various Directorates and Departmsals v/ifhin the National Treasury and
Economic Planning. I wish to thank the core team from the Macro and Fiscal Affairs
Department that coordinated the finalization of this document.

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

t

DR. C S KIPTOO, CBS
PRTNCIPAL SECRETARY/ THE NATIONAL TREASURY
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Leeal Basis for the Publication of the Budeet Revierv and Outlook Paper

The Budget Review and Outlook Paper is prepared in accordance with Section 26 of the Public Finaace
Management A ct" 2012. The law states that:

l) The National Treasury shall prepare and submit to -Cabinet for approval, by the 306 September in each
financial year, a Budget Review and Outlook Paper, which shall irclude:

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

b. Updated rnacro-economic and financial forecasts wilh suftlcient infonnation to show changes
from the forecasts in the most recent Budget Policy Staternent

c. Information on how actual finalcial perfonnance for the previous fmancial year may have
affected compliance with the fiscal responsibility principles or the financial objectives in the
latest Budget Policy Staternent; and

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

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

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

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

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

Fiscal Responsibilitv Principl es in the Public Finance Manasement Act

In line with the Constitution, the Public Finance Management (PFM) Act, 2012, sets out the fiscal
responsibility principles to ensure prudent and transparent management ofpublic resources. Section 15 of
the Act states that:

l) Over the medirm tenn, a minimum of 30% of the national budget shall be allocated to development
expenditure

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

3) Over the medium term, the national government's borrowings shaU be used only for the purpose of
financing development expenditure and not for recurrent expenditure

4) Public debt and obligations shall be maintained at a sustainable level as approved by Parlia:nent (NG)
and county assembly (CG)

5) Fiscal risks shall be managed prudently

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

9
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Executive Summary

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

The 2023 BROP has been prepared against a backdrop of continued global uncertainties,
reflecting high but easing inflationary pressures, weak global growth outlook, heightened
geopolitical tensions particularly the conflict in Ukraine, concems about financial sector
stability in advanced economies, and increased food insecurity due to climate-related shocks.
Global growth is projected to slow down to 3.0 percent in2023 arird2024 from 3.5 percent in
2022, refTecting the impact of the tightening of monetary policy and escalation of geopolitical
tensions particularly the ongoing war in Ukraine.

On the domestic scene, Kenya's economic performance is projected to remain strong and
resilient over the medium term. The economy recorded a strong growth of 5.3 percent in the
first quarter reflecting a strong recovery in agriculture sector and buoyant services sector
including financial and insurance, information and communication, wholesale and retail trade
and transport and storage. The economy is expected to remain strong and expand by 5.5 percent
in2023 (5.6 percent u;.FY 2023124) and 5.7 percent :r;,2024 (5.9 percent inFy 2024125).

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

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

The strong outcome in revenue collection in the FY 2022/23 provides a strong base for
supporting the revenue and expenditure performance in the FY 2023124 and the medium term
budget. lndeed, the implementation of FY 2023124 budget has started in eamest. During the
budget implementation, movements in interest rates and exchange rate have impacted on fiscal
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space. In order to maintain the primary balance consistent with the fiscal consolidation path,

expenditures must be maintained at the levels approved in printed estimates. In this respect,

additional spending pressrres will be accommodated within the approved ceilings, that is
reallocation possibilities, except those of the security and education sectors. Ministries,
Departments and Agencies are expected to settle the carryovers from the FY 2022/23 budget as

a first charge against the budgetary allocations for the FY 2023124 budget. The fiscal deficit
including grants for the FY 2023124 is therefore projected at 5.4 percent of GDP and will decline
to 4.4 percent of GDP in the FY 2024125 and projected at 3.6 percent of GDP in the FY 2026127.

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

In the FY 2024125 budget, all the spending units are expected to lay emphasis on the priority
prograrnmes under the BETA by increasing investments in Agricultural Transformation and

Inclusive Growth; Micro, Small and Medium Enterprise (MSME); Housing and Settlement;

Healthcare; and Digital Superhighway and Creative Industry. The momentum and large impact
they will create will raise economic vibrancy and tax revenues. The budgeting for the FY
2023124, as stated inthe 2023 Budget Policy Statement will strictly be developed through a

value chain approach under five clusters, namely, .Finance and Production Economy;
Infrastructure; Land and Natural Resource; Social Sectors; and Governance and Public
Administration. This will ensure adequate resources are directed towards the nine value chains,

namely, (i) Leather; (ii) Cotton; (iii) Dairy; (iv) Edible Oils; (v) Tea; (vi) Rice; (vii) Blue
Economy; (viii) Natural Resources Including Minerals & Forestry); and (ix) Building Materials
that are under implementation in the FY 2023124 budget.

Given the limited resources, the Sector Working Groups (SWG, and Govemment Ministries,
Departments aad Agencies (MDAs) are therefore directed to critically review, evaluate and

prioritize all budget allocations to strictly achieve the BETA priorities. The hard sector ceilings
provided for the FY 2024125 budget and the Medium Term will form the basis of allocations.

There are however risks, whose impact is being assessed. The most critical one is El nino rains
that may cause devastating consequences on various areas. As information becomes concrete

on possible costs, these risks will be accommodated first by budget reallocations and program

support from various donors.

SECBTT
11



SEGBEI
I. INTRODUCTION

Objective of the 2023 Budget Review and Outlook paper

1 The2023 BROP provides a review of the fiscal perfonnance for the financi alyeu 2022123
including adherence to the objectives and principles outlined in the 2023 Budget policy
Statement (BPS) and the PFM Act,20l2.It also provides a basis for the revision of the current
budget and the financial policies underpinning the rnedium-term plan. The 2023 BROp will
form the basis of the development of the2024 BPS that will detail programmes and projects for
implementation over the medium term as outlined in the Fourth Medium Term PIan lMff ru
2023-2027).

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

3. As required by the PFM Act, 2012, the annual budget process aims to improve the
efficiency and effectiveness of revenue mobilisation and government spending to ensure debt
sustainability and stimulate economic activity. In this regard, this BROP provides sector
ceilings which will guide the budget preparation process for the FY 2024125 and the medium
term. The sector ceilings are based on the overall resource envelope that is ffiormed by the
medium-term macro-fiscal projections as presented in Sections III and IV of this document.
Sector ceilings in this BROP are aligned to the priorities of the Govemment that enhance value
chain and lir:kage to Bottom-Up Economic Transformation Agenda and other priority
prograrnmes outlined in MTP IV of the Vision 2030 and that support mitigation and adaptation
of climate change. There may also be risks that may arise and may not, at the moment, Ue mty
accounted for. This will become clear as information is consolidated.

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

SEOHET
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II. REVIEW OF FISCAL PERT'ORMANCE FOR THE FY 2022123

A. FY 2022/23 Fiscal Performance

Revenue Performance

5. Total revenue including external grants was Ksh 2,383.6 billion against a revised target of
Ksh 2,520.3 billion recording a shortfall of Ksh 136.7 billion (Table 1). Revenue performance,
including Appropriation in Aid (A-i-A), was Ksh 2,360.5 billion in FY 2022123 frorn Ksh
2199.8 billion in FY 2021122, a growth of 7.3 percent. The growth in revenue collection was
recorded in all the broad tax categories. However, the performance fell short ofthe target largely
attributed to the uncertain operating environment related to the general elections and the
negative impact of the geo-politics that Ied to global economic slowdown and supply chain
disruptions. Ordinary revenue collection was Ksh 2,041.1 billion against a target of Ksh 2,145.4
billion.

6. Tax revenue from the broad tax categories were below their respective targets in the period
under review. Excise duty recorded the highest shortfall of Ksh 29.5 billion, followed by VAT
on domestic goods and services and other income tax of Ksh 24.5 billion and Ksh 24.4 billion
respectively. The shortfall in excise duty is explained by the decline in oil volumes, motor
vehicle imports and deliveries of domestic excisable goods such as cosmetics, beer and spirits.
Domestic VAT collection was mainly affected by subdued growth in the construction, transport
and manufacturing sectors owing to the high cost of inputs and increasing inflationary pressures.
The decline in VAT imports is explained by non-oil imports where the volumes of containerized
cargo dropped by 8.4 percent mainly influenced by changes in buyhg patterns given the import
price pressures. On the other hand, the performance of other income tax is largely explained by
the underperfornance of Corporate Income Tax (CIT). Performance of Pay as you Eam was
explained by delayed disbursements to various Government entities which affected the
remittances from the public sector. The performance of ministerial A-iA was Ksh 3 19.4 billion
against atrget of Ksh 333.2 billion. The shortfall of Ksh 13.8 billion was on account of
shortfalls recorded in both recurrent and development A-i-A of Ksh 9.3 billion and Ksh 4.5
billion, respectively. Ministerial A-i-A recorded a growth of 13.3 percent ir.FY 2022123.

Table 1: Government Revenue and External Grants, FY 2022123 h Million

1/ includes rent on land/buildings, fines and forfeitures, other taxes, loan interest receipts reimbursements and other fund
contributions, fees, and miscellaaeous revenue.
*Provisional

Source of Data: The National Treasury

2022/20232lJ21/2.)22
Aclual

Actual* _farget
Der_lation

KSh.
o/o

Gr.ort th

(a) OrdlEat-'v Rewelrue
Itrporr Dutj/
Excisc Duty
PAI'E
Otrer Ilrcorlre Tax
1/AT Local
\/AT Ilnports
IDvcsEDeDt Revcrrue
TrafEc Rcveaue
Taxcs otr Iutt. Tradc & TiaEs.(IDF Fee)
Otbcrs I

(b) Approprlatton fu Ald :
o/w Railway DcvclopEcDt Levy

Totel Revenue (a+Ir) 2,199,4Oa

1,947,9t,
I la2ao
252.O94
462-357
4I4,350
244-926
2 78.17 r

43 -660
1.425

50.337
49-309

2at,a97
36361

2,s60,510

2,041,119
130.123
264,509
194-904
++6.671

277 -7LO
4 t-301

-r.3 66
5 5,966
52.S39

319.391
39-499

2,174,622

2,745,399
r42.676
293 -973
5 r 1.104
471,O37
297 _t9a
2a3,418

35-496
4-278

54.796
51,425

343,222
36-430

(r 1a,r 12)

(1O4,24O)
(r2,5s3)
(29,46s)
(r 6. r99)
(24,365)
(24.469)

<s,-107)
5-ao6

sa
1.1 70
1.414

(r3,432)
s.o69

6.4
10.o
4.9
-7 

-O
7.8

I1.4
(o.2)
(5.4)
(r,3)
1l -2

7.2
13-3
9.7

7-3

( c) E:(terlal Gr.auts

Total ReveDuc and Erter'r!al Gr.ants

3r,o31

2,23O,&39

23,O83

2,343,593

4t.7 L'7

2_52(),33a

(r4,633)
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7 . Extemal grants amounted to Ksh 23. 1 billion against a revised target of Ksh 41 .7 billion,
registering a shortfall of Ksh 18.3 billion. This is composed of programme grants of Ksh 7.0
billion, project grants revenue of Ksh 7.5 billion and Project grants (A-i-A) of Ksh 8.6 biltion
(Table 4). During the FY 2022123 , the Government collected Ksh 41 .7 billion of investment
income in the form of dividends, surplus funds, directors' fees and loan interest receipts against
a revised target of Ksh 37.0 billion.

Expenditure Performance

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

9. The National Govemment's recurrent expenditure was Ksh 2,311.5 billion (including Ksh
60.9 billion spending by the Judiciary and Parliament) against a target of Ksh 2,367.7 billion,
representing an under-spending of Ksh 58.9 billion. The recurrent spending was belowtarget
mainly due to lower than targeted spending on operations and maintenance by Ksh 35.4 billion
and pension and other Consolidated Fund Services (CFS) by Ksh 24.3 billion. lnterest payment
for the period was Ksh 687.3 billion while spending on wages was Ksh 547.2billion.

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

Table 2: Ex enditure and Nct Lendin FY 2022/23 h Million

l|/ages and salaries: includes wages for teachers, civil servants and police
Source of Data: The National Treasury
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STGBET
Ministerial Expenditure

11. The total ministerial and other public agencies expenditure including A.I.A was Ksh
1,955.6 billion against a target of Ksh 2,091.4 billion, an absorption rate of 93.5 percent.
Recurrent expenditure was Ksh 1,474.2 billion against a target of Ksh 1,508.2 billion, while
development expenditure amounted to Ksh 481.3 billion against a target of Ksh 583.2 billion.
The percentage ofrecurrent and development expenditures to the target was 97.7 percent and
82.5 percent respectively.

12. During the FY 2022123, recurrent expenditures by the State Department for Basic
Education, State Department for Higher Education and Research; Teachers Service
Commission; State Department for Vocational and Technical Training; State Department for
Public Health and Professional Standards; State Department for Post Training and Skills
Development; State Department for implementation of Curriculum Reforms; and the Ministry
ofHealth (Social Sector) accounted for 41.4 percent oftotal recurrent expenditure. In addition,
the security sector accounted for 11.1 percent oftotal recurent expenditure.

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

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

Table 4: Budget Outturn for the FY 2022123 (Ksh Million)

*Provisional

Source of Data: National Treasury

15. The fiscal deficit was financed through net external financing amounting to Ksh 310.8
billion (2.1 percent of GDP) and net domestic financing of Ksh 459.5 billion (3.2 percent of
GDP). Total disbursements (inflows) including A-i-A amounted to Ksh 548.2 billion against a
target of Ksh 597 .2 billion. The disbursements included Ksh 74.2 billion project loans A-i-A,
Ksh 61.8 billion project loans revenue, and Ksh 266.9 billion programme loans. Extemal
repayments (outflows) of principal debt amounted to Ksh 237.4 billion including principal
repayments due to bilateral and multilateral organtzations and commercial sources.

ao2tt2022 f,01:/:0!3
O, GDP

2021/2.O22

o/. oJ GDP

A. TOTAL RE\:E\'LTE .-t\D GR{\-TS

fri!.ry Ra@.
lsrpon DUty .,

IavsnDat Ra,c!u.

ApFoFistio!-itr-Aid

AMBo^' R.eipt.
Nrirobi Couty to NI\4S

Aprrpri.ti@-i!--4id

2,23O.a39

2,t99.aoa
t.917,9I r

l r8:40
252.09.r
415.707
52f.098
!3,660

l0{.071
281,497
a!,0J1
i.603
9,O90

5,90!
t2,435

2,343,5t3

,360-s1O
?.o4l,r l9

tlo,l?3
164.509
9:r1,576
550.2t40

41,30t
I 13,l7r
! r9.39 r
23,Oal
6.942

o
7,524
4.571

2,5?0:3a

2J14,624
2,t45_i99

1.12.676

293,971
982.140
J40,616

15.496
rrq49E
333r2?
:ttj11
6.9a2

o
r 6,703
l8.oJl

(136,7-rs)

(rra,lr2)
(10J
(r2,553)
(29,465)
(r0.565)
(3O.176)

5.806
2,673

(r3,832)
(r4,633)

(t,r 7e)
(9,455)

7.3
6.4

10.0
4.9

5_2

(5-.r)

8.7
1.3-3

Gs-o

21.5
(51.o)

r6.5
14.3

0.9
1.9
6.6
3.9
0.3
o.s
2.2
OJ

o.l
o.l

t7-a

t7.r
I4.8
l_o
2.4
6.8
4-O
o.2
o.a

O-3

o.o

o.t
o.l

't1.4

t7.3
r5.l
0.9
a_o

6.9
4.1
o.3
o_8

t.2
o.2

o.o

o.o ]

o_l

B-EXIE\-DITLiRE iL\_D :\-ET LE\DI\..G

DGEBric Ilrdln
!or_!d t r.!st
Pori@ & orb6 cFs
C@rtr_brrti@ ro Cn{ saw!8b' !@.i@
W.B6 .!d s.lri6
O & lwolhar

2. D6clopE.Et rld N.t lrndt!8
O/w D@Gticdry 6@..d

Fd.ip 6!E6d

4. Equliatioa FuDd
S. CoEty 6w.tlrdr.
5- CF

3.027,5r4

:,r34.946

t:0.41
I2?r43?
26,)77

520.033
888r1E5

540,117
i73li
t6l

3.221,O01

,311J,64
533,O96
154.223
!20,:125
29.573

5a?,157
927,O47
.r93,66f

,tr.rrr]
r2i271

l

ots-nol-l

3,366,561

2r67,671
527.928
l,!4-937
t44,516
31.895

96E-683
560r<rl5
3J5.659
193.489

! 6-104
r3.893-3
436.345

2-OOO

(r45,56r)

(56,rO7)
5.17r
(714)

<24250)
(2,33)

1,604
(4r.s96)
(66,862)

7,r 05
(56Jr7)
(3,777)

(r3.693)
c2o57r)
(2,OOO)

A.3

t6.7
21.1
(l.o

5.2
4.3

(8.O
(9.1)

(r5

ta

:

t6-2
3.1'

Ll
0.6

3.8
6.5
3-5

t.o

o.o
2.0

:3.:

l6.3
3_6

1.1
t_o

3.7
6_'l

3.9
:!_1

l.!

0.1
3.0
0.0

:.3.8

!6.4
3.6
LO
l.o

,t.l
7.O

{.!
3.0
1.3

0_o

2.8
o-o

C. DEFIcrr E\CLGR.|-\T (coEEih.lt t sir)

D- DEIICIT INCI-GB-ANTS (CoEErrEar b$i.)

E. A.DJUSII]IEN'T TO Cr{'SE BA.SIS

F. DETICTI INCL.GRT-\TS (Ca5b D..rr)

(427,710)

(796,679t

ri,a68

oaa,stt)

(460,491)

(837,,roa)

3?,031

(aooJ77)

(447940)

(8.532J)

(8{6:2J)

27.419

a,a15

37,O31

r5,a47

5.1

2.0

(6-O)

(5.e)

OJ

(s.o

(6.r)

(s.8)

(5-8)

(6.s)

(63)

o.l

(6.2)

G. lit\_-ANCItiG
t- Nd For.la! tl8EclDa

Dltbrn.E.!tr
PEe'tE@Loau
hoi.cr C.rh Lo.$
Pej..r Lo&. AI,4'
U.. of IMF SDR rlleitioo
Co-.rcn|Iile.iae

Dcbt r.p.yEEr - Prileip.l
l- Nct DoEr(c FtarE.bg

Gd.rEot s6crrhie
GovqlE.ar Ovcrdrlft & Orh4
M@66r i!Golr@otD.po.i&
DoruBti. Loo R.pr-vEr@rs (N.r Recbt!)
D@6tic Lou R.p!!rel

o6,946)
741,a24
I
327,059
l35,Ol9
54.501

92.619
40,420

(144_53

605JOr
589,545

2513
138'48'

5,O97
(r, r l

129,3

(30.0/'o)
17O)O7
310,7S'
5J8.t7t
266,AA5

61,975
74,7.45

42.847
r02,2r81

(237,ar2)
.s9,548]

.137-5:7 I

rs.arc 
Il,rse 
I

2,8sr 
I(l.l r 0),-t

a{6,2:3

597,17
256,425

83.091
lo5,l58

47,2.45

to:t,819
(34rr3)

:r80.414

135O
(r.r1o)

(-1O.O7O)

c/5.r1o
(s,
(49,007)

to.06l
(2 r.r r 6)
(jo.9t3)
(4.:l-17)

c2,60I)
(18e9)

c2{,oro)
(42.892)
18,819
t,459

(l.3eo

5.a
(r9.8)

5.O

24.1
(24.r
(:5

5-4
22
3-8
t-9

o.5
o,3

I
<1-4

32
5.1
o-l
0

o.o
o_o

5.4

t,1

o6
o.7
0.3
o.7

(1.6)
33
3-3

o-o
(0.o)

5.9
1.t
2.6
l.l
o.5
0.7
0.3

(15
4a
1.6
o.o
l.t
o.o

(o.o)
o.o

\IE:rlO ITE:I'
GDP ESE\lATE 12 .694,001 1127t,1t9 rt,521,6:J (21720tt l:-{ 100.0

STGHET
t7

0
o

352,-ar{

(44.0)

J.O

1ra.o
67_6



SEGHET
B. Fiscal Performance for the FY 2022123 in relation to Financial Objectives

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

i. Tlre performance of the main tax heads n FY 2022123 was below the revised budget

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

revenue shorrfall, the projections for FY 2023124 have an estimated revenue risk of Ksh
133.5 billion. The National Treasury and Kenya Revenue Authority (KRA) have put

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

revamped cargo scanning; efficient management of tax refunds; and improved debt

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

FY 2023124 and over the medium term remain largely atlhe2023 BPS level for ordinary

revenue. However, projections for the ministerial A-i-A have been revised upward to
reflect the outtum of FY 2022123 and to include the Housing Levy that was introduced

through the Finance Act.2023;

ii. The overall resource envelope remains largely within the 2023 BPS position. Therefore,

the overall baseline expenditure ceilings for spending agencies will largely be retained

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

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

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

environment; and

iii. The under-spending in recurrent and development budget for the FY 2022123 can partly

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

revenue collection, improve absorption of resources from development partners and

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

is tully tunded.

C. Fiscal Responsibility Principles

17. ln line with the Constitution, the PFM Act,20l2, the PFM Regulations, and in keeping in
line with prudent and transparent management of public resources, the Govemment has largely
adhered to the fiscal responsibility principles as set out in the statute as follows:

i. The National Government's allocation to development expenditures over the medium

term has been set above 30 percent of ministerial Govemment expenditures. ln FY
2022123, the allocation to development il the revised budget was 27.9 percent of the

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

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

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

the medium term.

$EOH[T
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ii. The National Govemment's share of wages and benefits to revenues was 27 .l percentl

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

Table 5: Fiscal Performance in Relation to Financial Objecfives

/llfages, For teachers and civil servants includil,g the police. The fgure includes the funds allocated for the pension
contributory scheme

Source of Dato: National Treasury

iii. The fiscal responsibility principle spelled out in Section 15(2Xc) of the PFM Act,2012
requires that over the medium term, the National Govemment's borrowing shall be used

only for financing development expenditure. During the FY 2022123, the National
Government borrowed a total of Ksh 985.7 billion comprising project loans of Ksh
137.6 billion, progralnme loans of Ksh 266.9 billion, commercial borrowing of Ksh
102.2 billion, use of IMF SDR allocation of Ksh 42.8 billion and domestic securities of
Ksh 437.5 billion. This borrowing was spent on loan firnded projects of Ksh 136.2
billion, external redemptions of Ksh 231 .4b1ttior.and domestically funded development
expenditues of Ksh 384.4 billion (inclusive of 30 percent equitable share).

iv. The PFM Act,2}l2reqoires that public debt and obligations remain at sustainable levels
and the Government is committed to adhering to this at all times. The debt sustainability
analysis shows that Kenya's public debt remains sustainable as a medium performer in
terms of debt carrying capacity. Analysis of debt sustainability is as follows:

(a) The extemal Debt Sustainability Analysis (DSA) demonstrates that the PV of the
extemal debt to GDP ratio is below the 40 percent sustainability threshold
throughout the projection period. However, the debt service to revenue ratio
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SE.GBET
breaches the threshold of 18 percent :u;l2024,2025 and2026.The high debt service
to revenue ratio in 2024 is due to the maturity of the intemational sovereign bond
(Table 6).

Table 6: Kenya's External Debt Sustainability

Source: IMF Comtry Report No. 2 j/266-July 2023

(b) The debt service to exports ratio remains above the 15 percent threshold due to
subdued growth in exports leading to debt vulnerabilities; the international
sovereign bond maturing in2024; and the rollover of extemal commercial loans due
:u:r2025 (Table 6). The ongoing implementation of the Govemment's Bottom-up
Economic Transformation Agenda (BETA) will provide policies aimed at
improving economic groMh including gowth in Kenya's export sector thus
improved public debt sustainability ratios.

(c) The current upsruge in interest repayments on existing debt exacerbated by the
depreciation of the Kenya Shilling to the US Dollar has narrowed the fiscal space.

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

(d) Overall, the Present Value (PV) of debt to GDP ratio is projected to remain above
the 55 percent threshold in the medium term but is to decline gradually towards the
threshold by 2027 (Table 7). The decline in debt levels is linked to rhe
Government's commitment to pursue a fiscal consolidation path by broadening the
tax revenue base and minimizing non-priority expenditures. The PV of the debt to
GDP indicator is projected to improve with the implementation of the fiscal reforms
under the extended fund/extended credit facility program.

Table 7: Kenya's Public Debt Sustainability Analysis

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

Indica tors Thresholds 2022 2023 2021 2025 7$26 2027

PV of debt-to-GDP ratio l0 27.8 29.s 3 0.5 29.4 28.0 27.1

PV of debt-to-exports ratio 180 228.3 ZIU.+ 210.8 19s.6 181.7 170.i

PPG Debt service-to-exports ratio l5 21.2 3 1.1 21.7 lt.0 19.7

PPG Debt service-to-revenue ratio l8 1.1.8 24.9 18 2 19.2

Indicators Benchmark Jun-22 Jun-23 Jun-24 Jun-25 Jun-26 .lun-27

Projections

PV of debt-to-GDP ratio 55 63.1 64.4 61.9 60.2 5 8.3 s6.6

PV of public debt-to-
revenue and gants ratio

357.8 338.1 33 t.7 32s.8 3 13.3

Debt service-to-revenue and
gmnts ratio

54.5 55.1 65.9 56.7 56.9 52.8

20

22.0

16.6 17.6

355.2

STCRET
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v. On the principle of maintaining a reasonable degree of predictability with respect to the

level oftax rates and tax bases, Kenya's tax rates have remained stable and predictable.
To bolster the predictability of the tax system, the Government's National Tax Policy
will enhance administrative efhciency of the tax system, provide consistency and
certainty in tax legislation and management of tax expenditure. The Govemment is also
in the process of frnalizing the Medium Term Revenue Strategy, which will provide a
comprehensive framework for guiding tax reforms in the medium term. Further, there

is continuous effort to reform, modernize and simplifu tax laws and processes to enhance
compliance and expand the tax base. The Kenya Revenue Authority will continue to
employ the use of technology to curb revenue leakages including the use of scanners,

enhancements of iTax such as integration with Telcos, use of eTIMS, and Integrated
Customs Management System (iCMS); improve efficiency in the management of tax
refunds; improve taxpayer audits and implement specihc measures to boost voluntary
compliance.

18. The National Govenrment fiscal projections for the2023 BROP (Table 8) are largely
consistent with the 2023 BPS estimates and shall inform the projections for the FY 2024125
budget estimates and the medium term. The Govemment will not deviate from the hscal
responsibility principles but will make appropriate modifications to the financial objectives in
the 2024 BPS to reflect changing circumstances.

Iable 8: Government Fiscal Pro ections, Ksh Billion
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D. County Governments' Fiscal Performance

Sources of County Governments' Revenue

19. Article 202 (1) of the Constitution provides for the equitable sharing of revenue raised
nationally among the National and County Govemments. In addition, Article 202 (2) provides
for additional allocations to the County Govemments from the National Govemment's share of
revenue either conditionally or unconditionally. Article 209 (3) and (a) of the Constitution gives
the County Governments the power to raise their own source revenue from properly rates and
entertainment taxes, as well as impose charges for services they provide. County Govemments
may also borrow in line with Article 212 (a) of the Constitution with guarantee from the
National Govemment. However, since the advent of devolution, no County Govemment has
leveraged on this window to borrow. Section 138 and 139 of the PFM, Act 2012 allows County
Governments to also receive grants from development partners to finance development of
projects or delivery of services. Table 9 summarizes total budgeted revenue from the various
sonrces and actual disbursements for the 47 County Govemments for the FY 2022123.

Table 9: Coun Government Sourccs of Revenu RY 2022123 in Billion h

Source of Data: Notional Treasury and Controller of Budget
+The Ksh 399.6 billion includes Ksh 370 billion Equitable Sharefor FY 2022/23 and Ksh 29.6 bittion balances
not disbursed in FY 2021/22.

20. The main source of revenue for the County Governments in the FY 2022/23 was the
Equitable Share representing 80.7 percent oftotal revenue Additional allocations to the County
Governments from the National Govemment's share of revenue as well as from proceeds of
loans and grants accounted for 4.9 percent ofthe total county revenue while the budgeted own
source revenue was 14.4 percent of the total County Govemments budgeted revenue (Table 9).

Transfers to County Governments

21. The total transfers to counties for FY 2022/23 consisted of equitable share, conditional
grants from the National Govemments' share of revenue and loans and grants from
development partners.

22. During the FY 2022123 a total of Ksh 399.6 billion was disbursed to the county
govemments comprising of Ksh 370 billion allocated to the County Governments as equitable
share in the County Allocation of Revenue Act (CARA), 2022 and Ksh 29.6 billion FY 2o2ll22
equitable share balances brought forward .By 23'd June2023,all the County Governments had
received their allocation for equitable share for the FY 2022123. This reaffirms continued
cornrnitment by the National Government to support devolution and ensure efficient delivery
of services to the citizens.

23. Additional allocations to the County Govemments consist of allocations from the national
governments share ofrevenue and proceeds of loans and grants from development partners. [n
FY 2022/23, a total of Ksh 16.2 billion was disbursed to the County Governments as additional
conditional allocations from development partners and and Ksh 3.0 billion paid out for leas1ng

Revenue Source Budgeted Counfy
Government

Revenue

Actual
Disbursement

Budgeted 7o of
Total Revenue

Equitable Share 370.0 399.6* 80.7%
Additional Allocation of rvhich 22.6 16.3 4.9%

Gok 5.4 0.1
Donor 17.2 16.2

OSR 66.1 47.1 14.4%
Total 458.7 463.0 100"h
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of medical equipment and construction of county headquarters from the National Govemment's
share of revenue raised nationally.

Coutty Governments Own Source Revenue

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

Table 10: OSR Collection for the FY 2022/23
Fl' 2()22/23

.r,.Lr,
Collectioo

t1t 2o22t23

Other OStrt
Collectlon

ka-. 2O22t23

Tot t OSR-
Collection

(Includirg --r,-i--r)
FY 2022/ai

Baringo 313,351.637 3r335r,637
Boanet 2{2-395,023 2J2.395,O?3
IhErgor!a 379'716,3_i8 797,606-S{S 1,177,322906
Busia 201-'r72_361 1+2,150.611 341.9?2-975
Etge-vo \taralrvct 2 1 7,3 50,-190 217,35OJ9O
Erobu 333.17S337 29i,.r60,ooo 673,63S.337
Garissa s l_361-29S 61. 13qOOO tJ2,{91295
lloma Bay -r91--196,550 -r9t J96.5_iO

15t,SO5,623 s9{.5S5 152,700,17S
L2f,do s7i:s1,l30 375:8t,r30
Ka(:aaega rj09-679.9OO 1.309,679,900
[.ericho io 1,354,545 5Or354.5,15
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Kni6 66r,6S6,660 66r.6S6.660
Iiiriny:aga 399.321_Gr6 t87.339,593 5S6,6@,639
Kisii {13,9SS,597 561.22.9,3]2 97721s.,129
Iil<uou 731,.1r9,o33 122,O15.272 r,r 53,{61305
Kitui J6t 3i.r,467 .16+,35{367
Iir*'ate f92952-S72 392-9i2,S72
Laikipia 5O+:7{,7SS {75,SSS,673 980,163.{61
Laoou 156,907.612 156_9()7,612
llachakos 1,+-19,791:60 1 ,l29.791 -260
\lalrreni -r1s,75e940 472.S43,046 391,595.9S6
\landera t22529'931 122,529..911
\Izrsabit 5S_565.723 7-r,9S O,OOO r33.5-15-723
\Ieru -r 1s,so1,95-l 3r 7,SS4,r 52 14,300.4s4 750,9S6,590
\Iigori -r06,3 6-r,909 {o6J 6-r.9()9
\Iombasa 3,99S,62S,S-r8 3,993,62S,34S
\'Iuraog'a 53+J16.925 r23,750.O39 65S,166_964
Il-airobi Cirw 10237:63.7SO 2{ 1,5515.16 ro,+7s.s16.326
Nzlolrr 1,6r r.062,632 r,5 r936r,O4r 3,t30.423.723
Nandi 2@.737,625 200,737.62S
Narok 3,061,OO7,6-tO 3,061,OO7.6,+0
Nr_atnira r 13,-rs{9or 17r,113,720 2S-r.59A,621
Nyaadanra ]o5,913,306 505,91f,306
Nyeri 610,656,3S3 {69,530,Ooo I,OSO, r 36.SS3
Sa.oburu ?26,516,96t !29.707,65{. 656P4,645
Sial-a 1O2229,@7 1O5,S11O55 508,041,662
Taita Taveta 265.25{:j5 161,r 1S235 126,372'490
Tara Rivcr 59.773,171 39,173.17 |
Tharalca Nitlli 16r:OO,7S7 122,536,863 2S6,737,650
Traos N:zoia 267,760,051 209,520,518 574. y2'r12 1.o52,173.1S1
Turkana 177,717,51t t77.7t7.Stt
Uasiq cishu 936,606,s63 {5,+40,OOO 932.046,563
\rihiga 10s,347,332 133,O02_SO7 2J1,350"189
\1'aiir J6,746,1O 1 -t6,7{6,101
\vest Pokor 12S,19521O r2s.19521O

Source of Data: Controller ofBudget
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Annual Revenue Ta et for FY 2022123

Source of Data: Controller of Budget

26. Analysis of OSR performance in the FY 2022123 indicates that forty two (42) County
Govemments were able to collect more than fifty percent of their arurual OSR target. The top
performing counties as far as OSR collected as a percentage of target is concerned were Kisii
(150.3 %), Garissa (142.5%), Nyeri (135.0%) and Lamu (119.8) while the least performing
counties were Murang'a @3.9%), Mandera (42.2%), and Nyamira (36.4%). However
comparing the OSR perfomrance over the years in absolute terms with the performance over
the target indicates that some counties are quite conservative in setting their revenue targets.

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

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

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

30. To address the inadequacy of the existing legal framework to guide the imposition of
property rates, the National Policy to Support Enhancement of the County Govemments Own
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Performance in OSR Against Target

25. During the FY 2022123, the County Governments were able to raise a total of Ksh 47.1
billion from Own Source Revenue (OSR) against an annual target of Ksh 66.1 billion as shown
in (Figure 1). This represents 71.3 percent of the arurual OSR target inFY 2022123.

Figure 1: Actual Revenue Collected by the County Governments as a Percentage of
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Source Revenue proposed enactment of the National Rating Legislation. The National Rating
8111,2022 was developed and is currently through the second reading in the National Assembly.
The Bill provides for among others, standards in the way rating and valuation is conducted in
the country; how to deal with properties cross-cutting in more than one County Govemment;
procedure for claiming and payment of Contribution in Lieu of Rates (CILOR); and timely
updating of valuation rolls by the County Govemments. More importantly, the Bill will repeal
the outdated Valuation for Rating Act, Cap 266 and Rating Act, Cap 267 and align the property
rating legal regime with the devolved system of govemance.

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

Mineral Royalty Revenues

32. Mining Act, 2016 assigns 70 percent of mineral royalties collected from Mining
companies to the National Govemment; 20 percent to County Govemments; and, 10 percent to
communities. Since 2016, County Governments and communities have not received their share
of these royalties. To address this matter, Ksh 2.9 billion has been included in the County
Governments Additional Allocations 8111,2023 for sharing among 32 County Governments. In
addition, disbursement of the 10 percent to the communities is awaitingthe finalization of the
draft Mining (lvlineral Royalty Sharing) Regulations, 2023.

County Governments Expenditure

Legal Framework

33. Section 130 (1) (b) (v) of the PFM Act,2012 requires the County Executive Committee
Member for Finance to submit to the County Assembly budget estimates that include all
expenditure by vote and by program clearly identifying both recurrent and development
expenditure. Further, the PFM Act provides for fiscal rules which are provided as fiscal
responsibility principles to be observed by County Govemments in management of public
finances. Specifically, PFM Act, 2012 and the PFM (County Govemment) Regulations,2015
require county governments to enforce the following fiscal responsibility principles, among
others:

i. The County Govemments' recurrent expenditure shall not exceed the County
Govemment total revenue;

ii. In the Medium Term, a minimum of 30 percent of the County Govemments budget shall
be allocated to the development expendifure; and

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

SECB[T
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Overall Performance of Expenditures

34. The total budget for the county governrnents in the FY 2022123 was Ksh 515.2 billion
comprising Ksh 160.5 billion for development (3 1 percent) and Ksh 354.6 billion for recurrent
expenditure (69 percent).

35. The total actual expenditure by the County Govemments in the FY 2022123 was Ksh 428.9
billion of which actual expenditure on development was Ksh 98.0 billion while on recurent
was Ksh 330.9 billion On the other hand, the expenditure on wages was Ksh 195.1 billion. The
expenditures were against actual revenue amounting to Ksh 475.4.0 billion (Table ll).
Table 11: County Governments Total Actual Expenditure for tr'Y 2022123

Source of Data: Controller of Budget
*The total revenue includes equitable share, additional allocations, cash balances carried forward and OSR
inclusive of AiA and other reyenues.

Absorption rates of the Recurrent Expenditure

36. The absorption rate measures the performance of actual expenditure against the approved
budget. Dwing the period, analysis of recurrent absorption rate shows that only eight Counties
had an absorption rate lower than 90%. Mombasa County Govemment absorbed more than its
budgeted recurrent amount (Figure 2).

Fi re2: Absorption Rate of the Recurrent Expenditure for tr'Y 2022123

Source: Controller of Budget

Absorption rates of the Development Expenditure

37. The County Govemments spent Ksh 98.0 billion on development activities, representing
an absorption rate of61.0 per cent ofthe annual development budget ofKsh 160.5 billion. The
absorption rates of development budget per county govemment are indicated in Figure 3.

SEGHET

Item Ksh'Billion' oh of Ex enditure to Total Reyenue
Total acfual Revenue 475.4* 100.0

Recurrent expendifure 330.9 69.6

Wages 195.1

Operations & Maintenance 135.8 28.6

Development Expenditure 98.0 20.6
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Fi re 3: Abso tion Rate of the Development Expenditure for FY 2022123

Source: Controller of Budget

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

E. County Governments' Compliance with Fiscal Responsibilify Principles

Recurrent Expenditure as a Percentage ofTotal Revenue

39. The PFM Act,2072 requires that a County Govemment's recurrent expenditure sha11 not
exceed the County Government's total revenue. In the FY 2022/23, the total recurrent
expenditure for the County Govemments was Ksh 330.9 billion, while the total revenue
available for the County Govemments was Ksh 475.4bilhon, representing 69.6 percent of the
total revenue (Figure 4). In this regard, the total recurrent expenditure was within the PFM
threshold as at the end of the FY 2022123.

Figure 4: Actual Recurrent Expenditure as a Percentage of the Total Revenue for the
FY 2022/23
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Development Budget as a Percentage of the Total Budget

40. The Development Budget of County Govemments' approved by the County Assemblies
forFY2022123amountedtoKshl60.5billion(31.2percent)against totalbudgetofKsh5l5.2
billion. However, the approved budget of 14 counties, namely Kajiado, Vihiga, Kisii, Kitui,
Kisumu, Mombasa, Bomet, Meru, Nandi, Wajir, Kiambu, Laikipia, Nairobi and Tharaka Nithi
did not conform with the PFM Act as shown in Figure 5.

Fi re 5: Bud eted Develo ment as a Percenta e of the Total Budget for the FY 2022123

Source of data: Controller of Budget

41. The total actual development expenditure in the FY 2022123 amounted to Ksh 98.0 billion
against a total expenditure of Ksh 428.8 biliion representing 22.8 percent of the total budget.
The Public Finance Management A ct, 2012 Section 1 07(b) requires that over the medium term,
a minimum of 30 percent of each County Govemment's budget shall be allocated to
development expenditure. Even though a number of County Govemments meet this
requirement as far as the approved budget is concemed, in terms of actual expendifure, only
seven County Governments meet this requirement. These counties are Marsabit (35.4%),
Mandera (31.2%), West Pokot (31.0%), Uasin Gishu (30.8%), Samburu (30.4%), Baringo
(30.0%) and Kericho (30%). On other hand, Busia (16.8%), Machakos (16.8%), Nairobi City
(13.9%), Kiambu (10.2%) and Kisii (5.7) spent the lowest budgets on development in the
reporting period (Figure 6).

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

42. The total expenditure on wages reported by County Governments amounted to Ksh 195.1
billion in the FY 202212023. During the same period, the total revenue available to the Counry
Govemments was Ksh 475.4 billion. The Public Finance Management (County Govemment)
Regulations, 201 5 requires that expenditure on wages and benefits for public officers shali not
exceed 35 percent of the total revenues. This means that on average County Govemments spent
41.7 percent of their total revenue on wages which is higher than the threshold of 35 percent
provided by the PFM Act, 2012. within this period, only eight counties (Migori, Nakuru,
Samburu, Kilifi, Mandera, Kwale, Turkana and Tana River) were able to maintain their
allocation to wages and salaries below the 35 percent threshold. It is worth noting that a lower
expenditure on the wage bill does not necessarily mean that the county govemment has
committed the expenditure to development. Only Kwale, Mandera and Kilifi ofthe five counties
had a development expendihue ofover 30 percent (Figure 7).

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

Source of Data: Controller ofBudget

Pending Bills of Count5r Governments

43. As at 30fr June,2023, County Govemments reported pending bills of Ksh 164.76b1llion
as stated by the Controller of Budget. The County Executive reported a total of Ksh I 63. I billion
while the County Assemblies reported a total of Ksh 1.7 billion as their pending bills as shown
in Table 12.

Table 12: Pending Bills of the County Governments, as at 30th June, 2023

Development (Ksh)
(A)

Recurrent (Ksh)
tB)

Total (Ksh)
(c- A+B)

County Executive 31,904,907,894 13t,201,401,193 163, 106,309,087

County Assembly 639,429.699 1,018,933,772 1,658,363,47t
'Iotal

32,541,337,593 132,220,334,965 164,764,672,559

Source of Data: Controller of Budget

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

Equalisation Fund

46. During the year under review, the Equalisation Fund loaded Ksh 3,009,998,064.6 into the
IFMIS system to facilitate utilisation of unspent balances by implementing Ministry
Departmental Agencies (MDAs) to fast-track payrnent of pending bills and completion of First
Marginalization Policy projects in the 14 beneficiary counties as appropriated in the
Equalisation Fund Appropriation Act,2018 which does not lapse. Ksh 10.4 bitlion being
allocation for FY 2021122 and FY 2022123 was appropriated through the Equalisation Fund
Appropriation Bill2023 which was approved and enacted on 30ft June,2023. The Equalisation
Fund Appropriation Act, 2023 wlll be utilized for implementation of projects for Second
Marginalisation Policy which have commenced in the 34 benef,rciary counties.

County Governments Public Finance Management Challenges

47. A Multi-Agency Taskforce established in2022/23 identified challenges faced by County
Govemments in the rnanagement of public finance. These challenges include weak linkage
betu'een planning and budget fonnulation, inability of county govemments to adhere to the
Public Procurement Act resulting in high outstanding pending bills, low development budget
absorption, under-performance in own-source revenue, failure to use the prescribed financial
systems (such as IFMIS, IPPD among others), non-adherence to fiscal responsibility principles,
pilferage of public resources due to manual systems, inadequate understanding of the Offiie of
the Controller of Budget's role in approval of county requisitions, high wage bill, weaknesses
in human resource management, weak oversight by Counfy Assembly and a weakened intemal
audit firnction among others. Some of the solutions to address these challenges include; capacity
building ofcounty governments on planning, budgeting and revenue forecasting; adherence to
the disbursement schedule on equitable share transfers by the National Govemment and
actualization of the Integrated County Revenue Management System (ICRMS).
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III. MACROECONOMIC DEVELOPMENTS AND OUTLOOK

A. World Economic Outlook

48. World economic growth slowed to 3.5 percent in 2022 from a growth of 6.3 percent in
2021 ashigh global inflation, energy and value chain disruptions, and impact of monetary policy
tightening in most world economies weighed on economic activity (Table 13). The growth is
projected to slow down further to 3.0 percent in2023 and2024 due to the impact of ongoing
monetary policy tightening to address inflationary pressures. Giobal in{lationary pressures have
responded to policy tightening but inflation exceeds central bank targets in most countries.
Recent actions by authorities to contain banking sector challenges in the United States and
Swiss Banking have reduced the immediate risk of financial sector instability. However,
intensification of the conflict in Ukraine, volatility in the global oil prices and exkeme weather
related shocks could weigh on the global economic outlook.

Table 13: Global Economic Performance

Growth l%t
Actual Projected

2021 2023 2024
World

Advanced Economies
Of which: USA

Euro Area
Emerging and Developing Economies

Of which: China
lndia

Sub-.Saharan Africa
Of which: South Africa

Nigeria
Ken a*

6.3
5.4
5.9
5.3
6.8
8.4
9.1
4.7
4.7
3.6
7.6

3.5
2.7
2.1
3.5
4.0
3.0
7.2
3.9
1.9
3.3
4.8

3.0
1.5
1.8
0.9
4.0
5.2
6.1
3.5
0.3
3.2
5.5

3.0
1.4
1.0
1.5
4.',l

4.5
6.3
4.1
1.7
3.0
5.6

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

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

50. Gro*th in the emerging market and developing economies, is projected to be broadly
stable at 4.0 percent tn2023 and 4. 1 percent in 2024, although with notable shifts across regions.
The sluggish global growth, high inflation rates and the challenging global and domestic
financial conditions continue to weigh on the growth for sub-Saharan Africa region. The region
economic gro*th is projected to slow down to 3.5 percent in 2023 from 3.9 percent in 2022,
before picking up to 4.1 percent n2024.

B. Kenya's Economic Performance and Outlook

51. ln the 10 years pre-covlD-l9 pandemic, the economic gowth averaged,5.0 percent
whereas in the two years post COVID- 1 9 pandemic the growth momentum picked up to average
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6.2 percent. The Kenyan economy in2022 demonstrated resilience in the face of severe multiple
shocks that included the adverse impact of clirnate change, lingering effects of COVID-19,
global supply chain disruption and the impact of Russia-Ukraine conflict. As such, the
economic growth slowed down to 4.8 percent n2022 from 7.6 percent n2021.

52. Ir,2020, the economy received adequate rainfall that resulted in incleased production in
the agriculture sector growing by 4.6 percent. However, the country subsequently, experienced
a severe climate related shock in the form of a severe drought that was also experienced in the
Horn of Africa and the East African regions. The drought not only aggravated the inflationary
pressures but also subjected millions of people to severe food insecurity, loss of lives,
livelihoods and led to loss oflivestock. This resulted in the contraction ofthe agriculture sector
by 0.4 percent 2021 and 1.6 percent :,:rr2022.

53. The performance of the industry sector slowed down to 3.5 percent in2022 compared to
a growth of 6.8 percent in 2021 on account of a slowdown in activities in the manufacturing,
electricity and water supply and construction sub-sectors. In the year, services sector remained
strong growin g at 6.7 percent, with improved performance in information and communication,
financial and insurance and professional, administrative and support services sub-sectors. There
were also substantial grofihs in accommodation and food services, and transport and storage
sub-sectors.

54. In the first quarler of 2023, real GDP growth was at 5.3 percent mainly due to a 5.8 percent

recovery in the agricultural activities that reflected improved rainfall conditions and the impact
of fertilizer and seed subsidies provided to the farmers by the Government (Table 14). The
recovery in agriculture was reflected in enhanced production, especially offood crops that led
to significant increase in export ofvegetables and fruits.

Table 14: Sectoral GDP Performance

Source of Data: Kenya National Bureau of Statistics

55. Manufacturiag sub-sector expanded by 2.0 percent in the first quarter of 2023 maidy
supported by the manufacture of food products that included bakery products and processing
and preservation of fish. In the non-food manufacfuring the growth performance was supported
by substantial growth in the manufacture of basic metals and fabricated metal products.
Electricity and Water Supply sub-sector expanded by 2.3 percent supported by increased
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Sectors 2021 2022 2022 Ql 2()23 Q1
1- PrirnarSr Ladustrlr

1 " 1- ASricrrltur.e, Forestry and Fisrr;t1g
1-2 Ivlining and QuarrSri-g

2. Secondary Sector (IEdustrJr)
2- I - Nlanrrfactrlring
2-2- Electricit5r and \Vater srrpply
2-.3 - C or1st1rcti ora

3- Tertiary sector (Serwices)
3- l - \I/holesale and R-etail trade
3 -2- Accom.odatioD a-ud R-estauralat
3-3. Transport aIrd Storage
3-.1. ID.fon!.ati on and Comntr'tr-nication
3-5- Fio'al'cial amd Irtsuran ce
3.6. Ptrblic :{rlnr ioi56'31ieg
3.7- Others

of rvhich: Professional, {rrn'in f,5
SuI)I)ort Serwices

R-eal Estate
Education
Health

Ta-.<es less srrbsidies
Real G.DP

o-5
(o-4)
l8-o
6-a
7.3
5-6
6-7
9-6
a.o
52_6
7.4
6. I

1 1-5
6.O
I O-a

7-7 9.4
4.5
4_a
4-5
7_O
4-8

13- I
6.O
4-6
5_7
9-5
6-2

5-6
_s-8
3-3
2-4
2-O
2-3
3_1
6-O
5-7

2L_5
6-)
a_7
5.S
6.6
4-9
7.3

5.2
3-6
5-4
4-4
5-3

32

6-7
'>) .8
8.9
11,9
7-6

(1-o)
(r-6)
9.3
3-5
1-7
4.9
4.1
6-7
3.4

)6-'>
_5 -6
9-9
12-a
4.5
5_1

(o-4)
<r.'7)
23.4
4-1
3.8
3-2
6-O
a-5
4-9

40_1
-7 -'7
9-O
t7-o
6-1
6-7
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generation of electricity from renewable sources such as geothermal and wind that more than
offset the decline in generation from hydroelectric sources. However, construction activities
slowed down due to the decline in the volume of cement consumption and imports of various
construction materials such as bitumen and iron and steel.

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

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

Fi re 8: Annual Real GDP Grorvth Rates ercent

Source of Data: Kenya National Bureau of Statistics
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Inflation Outcomes

58. Inflation remained above the Government target range of 5+2.5 percent from J:urile 2022
to June 2023.In order to anchor inflation expectations and reduce inflation to be within the
target range, the Monetary Policy Committee (MPC) gradually raised the policy rate (Central
Bank Rate (cBR) from 7.50 percent in May 2022 to 10.50 percent in June 2023. The Mpc
retained the 10.50 percent in August 2023. Consequently, inflation declined significantly to 6.8
percent in September 2023, from a peak of 9.6 percent in October 2022. The decline largely
reflects the easing of food prices and impact of monetary policy tightening (Figure 9).

59. Food inflation remained the dominant driver of overall inflation in Au gust2023. However,
it declined to 7.5 percent in August 2023 from a peak of 15.0 percent in August 2022. Several
factors explain this outcome: the easing of food prices arising from increased supply due to
ongoing harvests; seasonal factors; international developments and Government measures on
zero rated imports. Nonetheless, sugar prices remained elevated driven by domestic and global
factors.



60. Fuel inflation remained elevated reflecting the impact of the rise in intemational oil prices.

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

61. Core (non-food non-fuel) inllation remained stable at 3.7 percent in both August and
September 2023, kom apeak of 4.4 percent in March 2023. The decline is attributed to the tight
monetary policy and muted demand pressures.

Fi re 9: Inflation Rate, Percent

Source of Data: Kenya National Bureau of Statistics

Monetary and Credit Developments

62. Broad money supply, M3, grew by 14.3 percent in the year to July 2023 compared to a
growth of 7.6 percent in the year to July 2022 (Table 15). The primary source of the increase
in M3 was an improvement in the Net Foreign Assets (NFA) and Net Domestic Assets (NDA)
of the banking system. the NFA of the banking system in the year to July 2023 expanded by
56.6 percent compared to a contraction of 46.8 percent in the year to July 2022.The increase in
net foreign assets, mainly reflected increase in commercial banks' foreign assets.

63. Net Domestic Assets QIIDA) registered a growth of 10.2 percent in the year to July 2023,
compared to a growth of 19.5 percent over a similar period in 2022. The growth in NDA was
mainly supported by increase il domestic credit particularly resilient private sector credit and
net lending to government. Growth of domestic credit extended by the banking system to the
Government declined to a growth of 16.l percent in the year to Jlly 2023 compared to a growth
of 25.4 percent in the year to July 2022. Lending to other public sector grew by 16.7 percent in
the year to July 2023 mainly due to advances to parastatals.

rcent ta5 t

2 4ol^ larrar lrnr rnrl

10.0

9.0

8.0

7.0

6.0

5.0

4.O

3.0

2.0

1.0

0.0
o, o) 6, 6) o o o o (\l (\t N c\t (o .o (o-i I I E T $ S $ $ $ $ S $ $ cy + $ (...r $
= tr cL o : c cL o : c Q. o ! c cL o : c o.l! : o o.l9 = o o J 3 (l, orf, f o os f o

0,o
o
a!

- 
Qyss6ll a r-on- ear inflation . -. Overall avera e annual inflation

;
o(,o

8.4

6.8

o
CL
oo

S'#frHET
34

SEOMET

^A-



SE.ffiHET
Table l5: Money and Credit Develo pments (12 Months to Ju ly 2023, Ksh billion)

Source of Data: Central Bank of Kenya

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

l'i ure 10: Private Sector Credit

Source of Data: Central Bank of Kenya

I nterest R ates D ev elop m e n ts

65. Reflecting the tight monetary policy stance, interest rates increased in the year to August
2023. The interbank rate increased lo 12.5 percent in August 2023 compared to 5.4 percent in

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

percent in August 2023 from 9.5 percent in August 2022 wbtle the 364-day also increased to

13.6 percent from 9.9 percent over the same period. The introduction of the interest rate

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

thereby improve the transmission of the monetary policy.

Fi re 1l: Short Term Interest Rates Percent

Source of Data: Central Bank of Kenya

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

to 13.5 percent in July 2023 from 12.4 percenl in July 2022 whtle the average deposit rate

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

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

t'i re 12: Commercial Bank Rates, Percent

Source of Data: Central Bank of Kenya

External Sector Developments

6l . The current account balance narrowed by 20.6 percent to US$ 4,629.4 million (4.4 percent

of GDP) in June 2023 fromus$5,833.9 million (5.1 percent of GDP) in June 2022,reflectrng
lower imports, strong performance of export of goods and services as well as increased

remittances (Table 16). Improvement in trade and the continued recovery in tourism continues
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to boost export revenues in2023 .In the year to Jt:rre 2023, exports grew by 2. 1 percent primarily
driven by improved receipts from tea and maaufactured goods. The increase in receipts from
tea exports reflects higher prices attributed to lower global supply due to drought amid resilient
demand from traditional markets.

68. The continued recovery in tourism sector recorded a tourists increase by 25.2 percent in
the year to June 2023 and travel and transportation services receipts increased by 24.2 percent
during the same period. Growth in imports declined by 6.1 percent in the 12 months to June
2023, as oil prices moderated and reduced imports for infrastructure related equipment. In this
respect, the balance in the merchandise account improved by USD 1,316.3 million to a deficit
of USD 10,678.0 million in June 2023. Receipts from remittances rernained resilient and
amounted to USD 4,017 million in the 12 months to June 2023, and were 0.1 percent higher
compared to a similar period in2022.

Table 16: Balance of Payments (USD Million)

Yeal to Juue 2023 Percent of GDP

Jun-22 Juu-23 Change

Pei'cent

Change Jun-22 Jun-23

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

70. The overall balance of payments was a surplus of USD 1,113.5 million (1.1 percent of
GDP) in Jvre 2023 from a surplus of USD 1,555.5 million (1 .4 percent of GDP) in Jvne 2022
(Figure 13).
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Fi re 13: Performance of Balance of P ents and its Com oncnts ercent of GDP

Source of Data: Central Bank of Kenya

Foreign Excltange Reserves

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

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

re 14: Fore Exchan Reserves SD Million

Source of Data: Central Bank of Kenya

Exchange Rate Developments

73. The Kenyan foreign exchange market remained under pressure as global economic
uncertainty regarding the ongoing Russian-Ukraine conflict as well as increase in interest rates
in advanced economies in response to inllationary pressures weighed in the exchange rate.
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Specifically, the headwind from a strengthening dollar, boosted by rising US interest rates and
elevated commodity prices, the exchange rate to the Kenya Shilling weakened at arate of 20.5
percent in the 12 months to August 2023 compared to 9.3 percent in the 12 months to August
2022.The Kenya Shilling exchanged at an average of Ksh ).43.9 it August 2023 compared to
an average of Ksh 119.5 in August 2022. Against the Euro, the Kenya shilling weakened to
exchange at Ksh 157.1 in August 2023 compared to Ksh 121.0 in August 2022 while against
the Sterling Pound the Kenyan Shilling weakened to exchange at Ksh 182.9 compared to Ksh
143.5, over the same period @igure 15). The Kenyan Shilling was supported by increased
remittances, adequate foreign exchange reserves and improved exports receipts.

F' re 15: Ken a Shillin s Exchan e Rate

F re 16: Performance of the Nairobi Securities Exchan e
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Source of Data: Cenn'al Bank of Kenya

C apila I M ar kets D ev e lop ments

74. Activity in the capital markets slowed down in August 2023 compared to August 2022 as
advanced economies tightened their monetary policy amid inflationary pressures. The NSE 20
Share Index declined to 1 ,540 points in August 2023 compared to I ,75 1 points in Augttst 2022
while Market capitalization declined to Ksh 1,545 billion from Ksh2,l42 billion over the same
period (Figure 16).
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C. Kenya's Macroeconomic Outlook

75. Kenya's economic performance is projected to remain strong and resilient over the
medium term (Table 17 in calendar years and Annex Table I in fiscal years). The economy
recorded a strong growth of 5.3 percent in the first quarter reflecting a strong recovery in
agriculture sector and buoyant services sector including financial and insurance, information
and communication, wholesale and retail trade and transport and storage. The economy is
expected to rernain strong and expand by 5.5 percentin2023 (5.6 percent inFY 2023124) md
5.7 percent in2024 (5.9 percent inFY 2024125).

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

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

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

79. Kenya's exports of goods and services is expected to continue strengthening supported by
receipts from tourism and implementation of crops and livestock value chains, specifically,
exports ofte4 coffee, vegetables and fresh horticultural produce, among others. The expected
recovery of Kenya's trading parhers and the implementation of Africa Continental Free Trade
Area (AfCFTA) will enhance demand for exports of Kenyan manufactured products. Current
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account deficit will average 5.4 percent ofGDP between 2023 afi2027.Theprojected robust
domestic demand sustained by private investment, will sustain imports of raw materials,
machinery and equipment for private construction, and household consumption. In addition,
global oil prices are expected to stabilize. In the Balance of Payments Statement, external
financing needs will be met mainly by equify inflows and foreign direct investment given the
conducive business climate that Govemment has created particularly the fiscal policy
predictability. Improvement in the current account, boosted by robust export earnings and
strong remittance inflows will continue to support stabiiity in the foreign exchange market.

Monetary Policy Management

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

81. The Central Bank has continued to implement reforms to Modernize its Monetary Policy
Framework and Operations in Keny4 designed to enhance monetary policy transmission. ln
particular, CBK has implemented a new monetary policy framework based on inflation
targeting. This will facilitate alignment of the short term rates with the Central Bank Rate
(CBR), reduce volatility in the interbank rate and improve monetary policy transmission, CBK
has implemented an interest rate corridor. The interest rate corridor is set at + 250 basis points
around the CBR. In addition, the CBK has reduced the applicable interest rate to the Discount
Window from 600 basis points to 400 basis points above CBR to improve access to the Window.

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

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

Source: The National Treasury

Risks to the economic outlook

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

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

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

A. Implementation of the FY 2023124 Budget

87. Budget implementation during the first two months of the FY 2023124 has progressed
well. Total revenues amounted to Ksh 351.3 billion (2.2 percent of GDP) iI August 2023 against
a target of Ksh 410 billion implying a performance rate of 85.6 percent. Total expenditure for
August 2023 was Ksh 415.9 billion and was below target of Ksh 546.7 billion by Ksh 130.8
billion. There are expenditure pressures arising from FY 2022123 carryovers amounting to Ksh
77.5 billion which may necessitate revision of the budget. During the implementation process,
movement il interest rates and exchange rate have impacted on fiscal space. In order to maintain
the primary balance consistent with the fiscal consolidation path, expenditures have to be
maintained at the levels approved in printed estimates. ln this respect, additional spending
pressrx'es will be accommodated within the approved ceilings, that is reallocation possibilities,
except those of the security and education sectors. Ministries, Departments and Agencies are
expected to settle the carryovers from the FY 2022123 budget as a first charge against the
budgetary allocations for the FY 2023124 budget. The fiscal deficit including grants for the FY
2023124 is therefore projected at 5.4 percent of GDP and will decline to 4.4 percent of GDP in
the FY 2024125 and projected at 3.6 percent of GDP in the FY 2026127.

88. Total revenues for the FY 2023124 are projected at Ksh 3,007.5 billion (18.6 percent GDP)
with ordinary revenues projected at Ksh 2,576.4 billion (16.0 percent of GDP). Total
expenditures are projected at Ksh 3,913.5 billion (24.3 percent of GDP) with recurrent
expenditures projected atKsh2,687.2 billion (16.7 percent of GDP), development expenditures
are projected at Ksh 793.8 billion (4.9 percent of GDP) and an allocation of Ksh 2.8 billion to
Contingency Fund. Transfer to County Govemments is projected at Ksh 429.7 blllion (2.7
percent of GDP). The resulting fiscal deficit inclusive of grants of Ksh 863.8 billion (5.4 percent
of GDP) will be financed by a net external financing of Ksh 448.7 billion and a net domestic
lurancing of Ksh 415.1 biilion (Annex Table 2 and 3).

B. X'iscal Policy for FY 2024125 and Medium Term Budget

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

90. Towards this end, emphasis will be placed on aggressive revenue mobilization through a
combination of tax administrative and tax policy reforms. ln this regard, the Govemment will
implement the National Ta.x Policy which will guide taxation process in Kenya. The
Govemment will also finalize development of the Medium Term Revenue Strategy for the
period 2023/24 to 2026127 which will provide a comprehensive framework for guiding tax
reforms in the medium term. Further, there is continuous effort to reform, modemize and
simpliff tax laws and processes to enhance compliance and expand the tax base. The Kenya
Revenue Authority will continue to employ the use of techlology to curb revenue leakages
including use of scanners; enhancements of iTax and Integrated Customs Management System
(iCMS); and tull roll out of e-TIMS.

91. On the other hand, the Govemment will sustain efforts to improve efficiency in public
spending and ensure value for money by: eliminating non priority expenditures; rationalizing
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tax expenditures; scaling up the use of Public Private Partnerships financing for commercially
viable projects; and rolling out an end-to-end e-procurement system.

92. The above reforms on the revenue and expenditure, will result in a gradual decline in the
overall fiscal deficit from 5.6 percent of GDP in FY 2022/23 to 5.4 percent of GDP in Fy
2023124 and projected at 4.4 percent of GDP inFY 2024125 (Annex Table 2 and 3). This will
boost the country's debt position and ensure the country's development agenda is sustainably
funded.

FY 2024125 Fiscal Projections

93. In the FY 2024125 total revenue including Appropriation-in-Aid (A-i-A) is projected at
Ksh 3,407.8 billion (18.9 percent of GDP). Ofthis, ordinary revenue is projected at Ksh 2,918.9
billion (16.2 percent of GDP). This revenue performance will be underpinned by the on-going
reforms in policy and revenue administration. The overall expenditure and net lending is
projected at Ksh 4,251 .3 billion (23.6 percent of GDP) comprising: recurrent expenditure of
Ksh 2,851.0 billion (15.8 percent of GDP); development expenditure of Ksh 957.3 billion (5.3
percent of GDP); transfer to Counties of Ksh 444.0 billion and Contingency Fund of Ksh 5.0
billion, respectively.

94. The resulting fiscal deficit of Ksh 800.2 billion (4.4 percent of GDP) irFY 2024/25 will
be financed by a net extemal financing of Ksh 296.5 billion (1.6 percent of GDP) and a net
domestic financing of Ksh 503.7 billion (2.8 percent of GDP).

Medium Term Fiscal Projections

95. Over the medium term, the Govemment's total revenue including A-i-A is projected to
rise from 18.9 percent of GDP in the FY 2024125 to 19.2 percent of GDP inFY 2025126 ad
furthertol9.TpercentofGDPintheFY2026l2T.Totalexpenditureisprojected at23.6percent
of GDP in the FY 2024125;23.1 percent of GDp inEy 2025/26 to ; and 23.3 percentorcop
in the FY 2026/27. Ofthe total expenditures, recurrent expenditure is projected at 15.8 percent
of GDP in the FY 2024125;15.1 percent of GDP in the FY 2025126 and 15.2 percent of Cpp
in the FY 2026/27. Development and net lending expenditures are expected to remain stable at
around 5.0 percent of GDP over the medium term.

96. In line with the fiscal consolidation plan, the overall fiscal deficit is projected to decline
from 4.4 percent of GDP intheFY2O24/25 to 3.7 percent of GDP in the FY 2025 126 afifurther
to 3.3 percent of GDP in the FY 2026127 (Annex Table 2 and 3). This is intended to
signifi cantly improve Kenya's debt sustainability position.

C. FY 2024125 and Medium-Term Budget tr'ramework

97. The FY 2024/25 and the Medium Term Framework will focus on the implementation of
the Bottom-up Economic Transformation Agenda (BETA) as prioritized in the Medium Term
Plan (MTP) IV. The Agenda is geared.towards economic turnaround and inclusive growth, and
aims to increase investrnents in the five core pillars envisaged to have the largest impact to the
economy as well as on household welfare. These include: Agricultural Transformation and
Inclusive Growth; Micro, small and Medium Enterprise (MSME); Housing and Settlement;
Healthcare; and Digital Superhighway and Creative Industry. Implementation of these priority
prograrnmes aims at bringing down the cost of living; eradicating hunger; creating jobs; and
provide the greater majority of our citizens with much needed social security while expanding
ttre tax revenue base and improving foreign exchange balance.

98. To achieve the pillars, the Government will implement strategic interventions under the
following key enablers: Infrastru
Environment and Climate Ch

cture; Manufacturing; Blue Ec
ange; Education and Traini

onomy; the Services EConomy,
ng; Women Agenda; Youth
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Empowennent and Development Agenda; Social Protection; Sports, Culture and Arts; and
Govemance.

Criteria for Resource Allocation

99. The resource allocation for the priority prograrnmes will be developed through a value
chail approach under five clusters namely: Finance and Production Economy; L:frastructure;
Land and Nafural Resources; Social Sectors; and Govemance and Public Administration. The
nine (9) identified key value chain areas for implementation include: Leather; Cotton; Dairy;
Edible Oils; Tea; Rice; Blue Economy; Natural Resources (including Minerals and Forestry);
and Building Materials. This process ensures there is no break in the cycle in the resource
allocations for a value chain. The process also ensures adequate resources are allocated to any
entity along the value chain and helps to eliminate duplication of roles and budgeting of
resources. Spending in these critical needs are aimed at achieving quality outputs and outcomes
with optimum utilization of resources. The momentum and large impact they will create will
raise economic vibrancy and tax revenues.

100. Further, the MDAs will be encouraged to adopt effrciency in allocation of resources
tbrough cost budgeting and reviewing the pofffolio of extemally funded projects. The MDAs
will also encouraged to restructure and re-align with the Government priority progr,unmes.
Realization of these objectives will be achieved within the budget ceilings provided in this
BROP. The following criteria will serve as a guide for allocating resources:

ll

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

Transformation Agenda priorities ;

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

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

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

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

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

Requirements for furtherance and implementation of the Constitution.

I 01 . Reflecting on the above, the Medium-Term Expenditure Framework provided in Table 18

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

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

tll
iv

vi
vii
viii
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Table 18: Medium Term Sector Ceilings, FY 2024125 -Fy 2026127 (Ksh Million)

D. Public Participation and Involvement of Stakeholders

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

Code Sector

Approved

Eudget BR0P Projection %Share h Total ltlinisterial Expenditure

2023124 2024/25 2025126 ?02612? 2023121 202{ 125 2025l26 2025121

ACX] CULTURE, RUR{L & URBA}I DEVELOPMENT

(anuD) Sub Total 87,94t.3 85,791.1 93,615.7 97,423.0 3.77 3.37 3.41 3.15

Rec Gross 32,910,2 18,156.0 29,fi5.t 30,,139,+ 2.11 1,7 | r,67 1.55

Dev Gmss 5t,971i 57,638.1 6{,+.10,6 66,983.6 6.8r 6.38 6,17 5,50

020 EIiERGY, INFR,{STRUTTURE.IIiD iCT Sub Total 532,363.7 5{1,120.0 567,133.5 580,050.3 22.44 2t.z+ 20.66 19.36

Rec Gross 1.13,00,1,6 118.380.9 151,683.8 152,653.3 9.46 9,02 8.58 7.77

Dev Gioss 381,359.1 392,739.1 +15,U9.7 427,397.0 11.59 41.69

030

CENER4t IC0}{0}llCAND Coli{llERCt{t AFFiIRS

(cE$l Sub_Total 61,419.8 57,339.8 62,534,3 t.59 11i 1.82

Rec Gross i0,0{1.5 30,t99.8 31,050.8 32,949,3 1.92 1,8{ 1,68

Dev Cross Jl,l/),J 27,0-10.0 i1,{8i.5 21,718.8 2.99 J.10 2.11

0+0 H[ltTH Sub Total 141,186.5 143,120.8 151,362,7 156,724.1 5.v5 5.62 5.52 J,!J

Rec 0ross 80,527.1 82j13.1 87,785.3 91,9+6.7 J.1J 5.01 5.02 +.68

Dev Grcss 60,5s9,{ 60,777.+ 63,577.4 5+,777.1 7.50 6.73 6.38 6.29

050 EDUC.{TION Sub Tohl 6?8,580.2 669,9S3.0 i30,238.6 790,003.3 26.+9 26.30 ?.6.6t 26.37

Rec-Gross 595,+80.7 640,108J 688,108.5 7 47,851.3 38.05 18.95 39.36 38.05

Dev Gross 33,099,.r ,a (at ? 12,130,0 {2,119.0 3.27 .1.09

060 G01rRN.{ticE, lusTtcE L*v$iD 0RDER (Glr0) Sub Total 230,401.2 250,175.5 271,758.9 306,670.5 9,71 9.82 9,90 10.t{
Rec Gross ,rn ()a ( 232,657.7 249,167,1 280,189.2 11.09 1.1.15 14.25

Dev Gross 9,871.6 17,517.8 22,591,5 26,181.3 1.22 1.9+ 2.27 2.51

070

PUBUC ADUI}I TRfl ON AI{D I}ITER}I.ATIONTI

REHTIONS{P.AIR] Sub-Tohl 310,191.1 332,890.9 40{,132.0 533,296.8 13.07 13.07 71.73 17.80

Rec-Gmss 10l rno e r97,958.? 220,r10.8 328,936.5 12.11 12.0{ 12.59 16J4

Dev Gmss u5,981.3 r ?.10?) 7 183,991.2 204,360,2 1455 1{,93 18.17 19.83

080 I,{ATION.{L SECI,RI If 189,?41.2 253,635.6 237,632,5 244,?7 6,8 7.98 9.96 8.66 8.15

Rec Gross 181,990,2 204,025.6 207,293.5 213,937.8 11.82 12.41 11,86 10.89

Dpv Gmss lrqr0 49,609,0 JU,'JY.U 30,339.0 u.5J 3,04 2,94

090 SOCt{t PROTEffIOI{, CULTURI .{IiD RXCREATION Sub Tobl i 0,6+?.9 72,519.2 i3,873.4 75,815.3 1.98 2.85 2,69 ,<?

Rec Gmss {5,581,9 +7,828.7 18,502.2 io 1r'i ? 2.92 2.91 2.77 2.50

Dev 6ross 24,961.0 )L1011 ?5,311.2 26,671.0 3.09 2,11 2.55 2.59

0100

ENYIROXMENT PROTECTION, W.qTER,{IiD

}IATUR{L RISOURCES Sub_Total 120,559.7 1+1,t16.+ 152,17 6.2 155,i35.3 5.08 5.54 5.54 5.23

Pcc_0mss 32,348,7 32,?11,1 35,143,2 35,589.3 2,01 1.96 2,01 l,6t
Det Gross 88,211.0 108,915.0 117,033.0 120,015.0 1092 12.05 11.75 11.65

Sub Total 2,372,530.7 2,5+7,775.2 \14+,+57.8 2,995,663.5 100.0 100.0 100.0

Rec_Gross 1,56{,887.2 1,6+4,270.7 1,7+8,050.6 1,965,010.2 65,96 6{.54 63.69 65.60

Dev Gross 807,643.5 903,50+.5 996,107 2 1,030,523.3 34.0{ 35,r5 Jb.J1 3{.+0
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V. CONCLUSIONANDNEXTSTEPS

104. Global economic outlook remains uncertain reflecting the impact of the tightening of
monetary policy and escalation of geopolitical tensions particularly the ongoing war in Ukaine.
Consequently, the global growth is projected to slow down to 3.0 percent in2023 and2024
from 3.5 percent in2022. Kenya's economic performance is projected to remain strong and
resilient over the medium term. The economy recorded a strong growth of 5.3 percent in the
first quarter reflecting a strong recovery in agriculture sector and buoyant services sector
including financial and insurance, information and communication, wholesale and retail trade
and transport and storage. The economy is expected to remain strong and expand by 5.5 percent
in2023 (5.6 percent inFY 2023124) and 5.7 percent in2024 (5.9 percent inFY 2024125). The
growth outlook will be supported by broad-based private sector growth, resilient services sector,
the rebound in agriculture. The growth outlook will be reinforced by implementation of policies
and reforms under the priority sectors of the Bottom - Up Economic Transformation Agenda
geared towards economic turnaround and inclusive growth.

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

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

107. Given the limited resoluces, the Sector Working Groups (SWGs) and Govemment
Ministries, Departments and Agencies IMDAs) are therefore directed to critically review,
evaluate and prioritize all budget allocations to strictly achieve the BETA priorities. The hard
sector ceilings provided for the FY 2024125 budget and the Medium Term will fomr the basis
of allocations. The sector ceilings will guide the development of sector budget proposal which
will form inputs hto the2024 Budget Policy Statement
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Annex Table 1: Macroeconomic Indicators for the FY z0zll22- 2027/28 period
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Annex Table 2: Government O erations for the FY 2021122 - 2027 128 Period, Ksh Billion
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Annex Table 4: Development Sector Ceilings fon the FY 2024125-2026127 MTEF Period
(Ksh Million)

Approved

Budget BR0P Proiection
CODE SECTOR 202312+ 202+125 ?025126 2026lz7

AGRICULTURE, RT'R.IL & UR8.{N DEVEI.OPMENT IARUD) Gross 51,971.3 57,638.1 51,{.10.5 65,983.6

c0K 6,029,1 6,115.9 7,337.0 9,759.0

Loans 32,205.6 31,1t2.2 30,652.1 30,652.1

Grants 2,181.5 2,+t2.5 2,110,5 2,110.5

Local.,ll.{ 6i5.0 795.0 815.0 815.0

BETA(Co0 13,830.1 17,151.5 23,526.0 23,617.0

Public Participation Proi. 90,0

020 EIiERGY, II(TRISTRUCTIjRE.{}iD ICT Gross 384,359.1 392,739.1 .il5,1{9.7 +27,397.0

GOli 105,273.7 93,225.1 111,585.7 115,{31.0

Loans 131,r63.0 l{+ 385.0 138,269.0 l3+,i81,0

0ranE 7,882,1 7,32)..0 5,597.0 6,517.0

LocalAl.,l 131857.0 139,871.0 150,2{1.0 153,526.0

Stratesic lnteNentions

BET.{(GoN 6.917.3 7,93{.{ 8,751.0 7,7 t2.0

Public Participatioa Proi 1,266.0

GEIiERII EColiol{lc AND Colllr,ERCL{t.{FF.{IRS (6EC,l) Gross 31,375.3 27,010.0 31,183,6 11,718.8

G0li t,t6?,7 2,630.6 l:!l-11 t,522.6

Loans 2,+15.5 2,288.9 1,9{9.9 1,9{9.9

Grants 1,522.0 1,522.0 r,522.0 r,522.0

LocalALl

Shategic lnteNeDtions 300.0 800.0 1,500,0 1,500.0

BFIA(Goh'l 22,9t5.1 19,798.5 22,067.3 12,12{.3

PFR(G0h'l

HE.{LTH Gross 50,559.+ 60J77.1 63,517.1 6+,777.1

G0l( 11,958.3 11,958.3 13,958.3 15,{5S.3

Loans 13,29r.6 13,291.6 11,29r.5 13,291.6

Grans 8,167.5 8,167.5 8,167.5 8,167.5

LocalAlA

Slrategic lnteNeDtion5 1{,360.0 11,360.0 1+,750.0 11,260.0

BETA[GoO t2,752.0 13,000.0 13,400.0 r3,600.0

Public Participation Prol. 30.0

050 EDUf,{TION Gross 33,099.{ 29,51.1J +2,130.0 12,119.0

GON 8,505.0 8,708,0 18,050.0 18,s39.0

Loans 18,9{0,0 15,197.0 13,627.0 13,627.0

Grants 880.1 955,0 965.0 965.0

Local.lll 13.0 13.0 +3,0 +3.0

BETAIGoh] +,112.0 {,3313 9,1.15.0 8,975.0

Public Participation Proi.

060 GOVERNANCE, IU$ICE, LATV.lND ORDER(GItO] Gmss 9,871.6 11,517.8 22,591.5 25,181.3

GOK +,185.8 1,3,1{.3 6,r90.2 9,780.0

Loans

Gralts 13+,9 232.1 232.t 232.7

Local.{lA 750.0 750.0 750.0 750.0

Shategic Intenentions +,701.0 5,591.+ 8,919.2 8,919.2

BETA(GoKl 6,500.0 6,500.0 6,500.0

Public Paticipation Proi 100.0

Note: CF-Contigency Ftnil, [,F-tqualization Funil, LG.CDF-National Government Constifitency Da,elopmenl Fund
PFR : Perfornance lor Results

BET$ Botlon Up Economic hanslormotion Agenila
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Annex Table 4: Development Sector Ceilings for the FY 2024125-2026127 MTEF Period
(Ksh Million)...Contd

CODE

ECONOMIC

CL{SSIfICATIONSECTOR

Approved

Budget BR0P Proiection

202312+ 202q/25 202s126 2026127

070

PUBLIC.{D},IINISTR{TION AND INTERNATIONAT RIL{TIONS

iP.4rR) Gloss 115,981.3 13+,932.7 783,991.2 204,360.2

GOK 8,790.8 9,568.8 10,590,0 r1,57{.6

Loans 17,052.6 t9,721.3 19,721.3 19,727.3

Grants 16,3153 16,380.1 16,{80.8 16,180.8

Local AI,1

Shategic InteNentioDs 5,606,7 7,963.1 a,5n.7 5i,2+1.0

CF& EF 12,067.1 16,{00,0 18,600.0 i9,100.0

NG-CDF 53,531.5 62,282.5 71,.170.0 81,522.5

PFR(GoK) 2,617.0 2,617.0 1,617.0 +,717.0
' 080 Id{TION.{L SECUzuTY Grcss +,251.0 19,609.0 30,339.0 30,339.0

l-.rUN 3,720.0 5,320.0 5,320.0 5,320.0

Loars 13,i55.0 24,+85.0 24,485.0

Gl'ants

Local.ll.{ 531.0 5i1.0 534.0

' 090 SOCLTL PROTECTION, CULflJRT.{iD RECRIATION Gtoss 2d961.0 2+,791.1 25,371.2 26,671.0

c0K 1"141.7 1,711.3 2,406.8 2,705.5

Loans 2,41s.2 2,7?3.7 2,173.7 2,173.7

Grants 595.0 623.+ 308.0 r'08.0

LocallL{ 16,000.0 16,800.0 17,000.0 18,000.0

Shategic Intententions 3,000.0 3,000.0 3,000.0 3,000.0

PFR(G0n 1,320.1

BETA(0oO +82.8 {82.8

0100

ENVIRONI.{ENT PROTECIION, IVATERAIiD NATURTL

RESOURCES 6ross 88,211.0 108915.0 117,033.0 120,046.0

c0K 28,978.0 29,638.0 3s2?s.0 37,300,0

Loans 51,091.0 7L594.0 75,037.0 75,966.0

Grarts {493.0 6,25+.0 6,115.0 6,145.0

Local AIA

Strategic hterveDtioN

BETA (GoK) 649,0 129,0 575,0 635.0

TOTAL Gross 807,613.5 903,50{.6 9e6,107.2 1,030,623.3

182,751.t t73,252.8 2ts,157.s 230,491.1

Loans 271,634.5 3{+839.7 319,205.5 316,047.5

Grants 12,171.7 t3,877.6 12,527.9 42477.9

1{9,819.0 158,793.0 169,386.0 183,558.0

Stmtegic ltrterventions 27,967.7 31,814.5 70,691.3 78,923.2

CP & Equalization Fund t2,067.+ 16,100.0 18,600,0 19,100.0

NGCDF 53,531.5 62,282,5 11,170.0 81,522,5

BETA(Gol0 61,958.3 69,627.5 8+,751.1 73,676.1

PTR(GOKI 3,937,4 2,617,0 1,617.0 +,717.0

Public Participatlou Proi 1,805.0

Note , CF- Contigenq Fund, EF_Equalization Fund,llG.CDF-National Aovemrnent Constituencv [hveloptmnt F\utd

PFR : Perfonana for Ruults

BETA: Bottom Up Economic Transformation Agenda
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Annex Table 5: Recurrent Sector Ceilings for the BY 2024/25-2026127 MTEF Period (Ksh
Million)

Code Sector

Approved

Bud et

Economic 0assification

BR0P Projertion

202+lz5 2025126 2026127

010 A6RICULTURE, RUR{L & UREAN DEVELOPMEI$ Gross 32,970.2 28,156,0 29,1i5,1 30,{39.{

A.I.A l+,332.0 9,588.7 9,588.7 9,588.7

Net 18,638.2 18,557.3 r9,585.5 20850.7

Salaries 6,635.0 6,725.1 6,9{9.9 7,181,7

Grants . Transfers 23,296.1 r8,552.8 19,259 0 20,103.0

0tber Reciurent 7qt7a 2,587.9 2,766,3 2,818,7

Shategic IntenentioD 200.0

BET.{ 90.2 90.2 100.0

020 ENERGY, INFR{STRUCTURE AIiD ICT Gross 118,00+.6 148,380,9 151,683.8 152,653.3

.{.t..{ 130,595.5 130,595.6 130,596.6 130,596,6

Net 17,{08.0 17,i8.t.3 2r,087.2 22,056,7

Saluies +,696.3 +32s.5 +,9666 5,115.1

Granh& Trausfers 1r3,921,7 113,921.7 115,519.9 111259.5

0ther Recunent 28,73{.3 28,883.{ 30,367,3 29,318.7

Shate$c Intenenton 500,0 600,0 600,0 760,0

BET.{ t52.2 152.2 200.0 200.0

0i0 GENEf,AL EC0!i0NIC.{}iD C0Nl'IERCL{I IIFAIRS Gross 30,0{1.5 30,299.8 31,050.8 32,9{9,3

.{-l-.{ 11,114.5 u,11{,5 I l,ll+,5 ll,ll1.5
i\*et 18,930,0 19,185.3 19,936.3 21,83.r.8

Salaries 2,1852 2,562.4 2,rA7,5 2,135,7

Grants & Transfers 18,158.0 18,r58,0 18,636,7 19,139.5

0therRecunpnt 3,102.+ 3,058.{ 3,205.9 3,360.5

Strategic Intervention 5,155.6 5,555.6 5,665.6 6,8r8.6

BET.{ 832.1
or( i

895,0 895,0

010 HEALTH Gross 80,627.1 82,313.4 87,785.3 91,916,7

A.I.A 25,185.0 25,185.0 25,185.0 25,185.0

Net 55,{42.1 57,158.{ 62,600.3 66,761,7

Salaries 1{,125.0 t5,151.7 r5,921.5 16,399.1

Grants & Transfers 60,875.{ 60,875,{ 53,919.1 67,115.1

0therRecunent 2,3{6.8 2,346.8 2,464.1 2,587.3

Sbate$c Intervention {59 6 {59,6 5v.6 922.2

BET.{ 2,809.1 3,194,0 1,923.0 1,923.0

'oso EDUfiTION Gross 595,{80,7 610,+08.7 688,108,5 7{7 85{.3

A.I.A 52,6{4.8 52,6+{.8 52,6{1,8 52,64{,8

Net 512,835,9 587,763.9 635,453,7 695,209.4

Salaries 315,327.8 321,621,9 33t,273,6 341,211.8

Grauts & Tralsfers 97,228,2
q7 ))R ) 102,089.5 107,19,1.1

0thpr Recrurpnt 2,799.1 2,799.4 2,939.4 3,086.4

Strategic lnten entions 136,30{,1 1i3,323,8 183,833.6 228,389.6

lledical lnsuralce t8,351,3 rq r(r,r 19,252.4 t9,252.+

BET.{ 25,460.0 26,180.0 {8,720.0 48,720.0
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Annex Table 5: Recurrent Sector Ceilings for the FY 2024125-2026127 MTEF period (Ksh
MiIIion)...Contd.

Code Sector

Approved

ectionBROP

Econonric CIassi fication 2023 4 2024 2025 26 2026 'r1
COVERNTICE, ST1CE, LA1VAND OR.DER Gross 220,529.5 232,657.7 219 !61.1 280,,189.2

t 1)))) 1)))) I )))) 2.2
Net 219,S07.1 231 {35.6 217,9+5.3 279,267.0
Salaries 136,899.9 1.11,05{.2 115,285.A l{9 I
Grants & Traasfers J 049.5 33,420.0 3{,061.7 31,617.6
0ther Recunent 21,406.7 24,106.7 25,566.1 26,78r.6

c lnten'entioDs t7,592.t 2 35 7Ll 60,864,2
lfedical Insurance 8,581.4 8,956.4 8,581.4 8,581.4

070

PUBLIC ADMINISTRATION AND INTERN.{TIONAI

REIATIONS Gross 194,209.8 197,958.2 220,1+0,8 935.6
.{-t,A 10,608.5 10,508.5 10,608.5

Net 183,501.3 187,349.7 2 .1 318,328.2
Salaries 14-5.5 19,589.9 51,077.6 52,509.9
Grants & Trausfex 56127.9 27.9 58,617.6 61,222.5
Otirer Recurrent 18,236.2 236,2 391.5 5+.5
I'fedical lusurance 5,400.0 5,{00.0 5,.100.0

Rel'ierv 21,700.0 10 19 19,305.0
c Intenentiom I 600.2 136.2 ) 137,7++.6

080 N.{TION.AL SECURITY 0ross l8F.,990.2 204,026.6 207,293.5 213,937.8
I,.{ +,7+3.3 7{3.3 7{3.3

Net 990.2I 199 20 2 209,19{.S
Salaries 2,059.0 2,120.8 2,18{.{ ) 219.9
Gnnts & Transfers 182,39{.0 201j68.7 201,555.9 211,118.0
0ther Recurrent 537.2 537.2 553.3 559.9

090 SOCHL PROTECTION , CULTURE TID R.ECRE{TION Gross 45,581.9 17,828.1 48J02.2 {9,1++.3
i - t_.! 3,678.7 3 78,7 3,678.7

+2,003.2 u,t+9.4 {4,823.5 7

+,221.5 18.1 78.6 4,612.9
Grants & Transfers I 192.8 10,192.8 10,572.1 10,907.+
06erRecunent 3,286.5 3 3

luten'entions 910.5 910.5 9{0.5
BET.l 27,981.2 29,060.2 29,060.2 29

0r00

ETWIRONMENT PROTECTION, I{ATER.{ND NATURAT

RESOURCES 6ros 32,3!fl7 32,2tt4 +3.2
l-l-A 12,701.4 1? 701.{ i 70t.4 12,701.+
Net 19,647.3 19,510.0 22,411.8 23,987.9
Salaries 2,588,0 2,665.6 2,7+5.6

Omns & Transfers 25,669.0 69.0 ') 94s.7 28,286,1
other Recunent 981.7 2,766.7 2,881,8 3,008.3

lnterv entions 1,110.0 1,110.0 2,567.0 7.0
TOTAT Gross 1,5 7.2 70.7 40.2

A.I.A 262,083.5 26
Net 1,30 1 7.11,48 702,956.7
Salaries s37,1867 ssl,972.2 567,531.0
Grants & Transfers 620,912.5 635,51,14 67 962.6
0therRecurrent 11 1 09.11t9 124,589.5 127 39.3

Intervention 17 6,0+1.5 235,166.2 265'285.8
Medical Insurance 32,342.7 608.8 33,233.8

Review ') 700.0 1 1 1q305.0
BET.{ ) 83,898.2 83,898.2
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Annex Table 6: Budget Calendar for the FY 2021125 Medium-Term Budget

Activity Responsibility
FYmZAl25

Timeline

1. Devel and issue MTEF idelines NationalTreasury 4-Aug-21

2 Launth of Sector Working Groups NationalTreasury 18-Aug-23

l. Programme Performance & strateBic Reviews MDAs 31-Aug-2]

3.1 Review and update of strategic plans

3.2 Review of programme outputs and outcomes

3.3 Revierv of Expenditure

3.4 Reviev/ and approval of projeds fot F12023124 Project Cornmittees

3.5 Progress report on MTP lmplementation

3.6 Preparation of annual plans

4. Development of Medium-Term Budget tramework Macro working Group SGSep2l

4,1 Estimation of Resource Envelope

4.2 Determination of poliry priorities

4.3 Prellminary resource allocation to sedoR, Parliament, Judlciary & counties

4.4 Draft Budget Review and Outlook Paper (BROP)

4.5 Approval of BROP by Cabinet 13-Oct-23

4.6 submission of approved BRoP to Parliament 23-Oct-23

5. Preparation of MIEF budget proposals tine Ministries 28-Nov-23

5.l Retreats to draft Sector Reports Sector Working Group 22nd Oct {th Nov &

sth - 18th Nov -23

5.2 Public Sector Hearing NationalTreasury 27th Nov 23

5.3 Review and inmrporation of stekeholder inputs in the Sector proposals Sector Working Group 4-Dec-23

5.4 Submission of Sestor Report to Treasury Sedor Chairpersons 6Dec-23

5.5 consultative meeting viith Css/PSs on Sedor Budget proposals NationalTreasury 11-Dec-23

6. Draft Budget Policy statement (BPSI Macro Working Group 19teh24

6.1Draft BPS Macro Working Group FDec-23

6.2 Division of Revenue Bill (DORB) NationalTreasury

6.3 County Allocation of Revenue Bill (cARB) NataonalTreasury

6.4 county covernments' Additional Allocation 8il B) National Treasury

6.5 Submisslon of BPS, DORB, cARB and CGAAB to Cabinet for a al NationalTreasury 12-)an-74

6.6 Submission of BPS, DoRB, CARB and cGAAB to Parliament for approval National Treasury 15-Feb-24

7. Preparation and approval of tinal MDAs Budgets 2+Apr-24

T.l Develop and issue final guidelines on preparation of 2023/24 MIEF Budget NationalTreasury 5-Mar-24

7.2 Submission of Budget Proposals to Treasury Line Ministries l5-Mar-24

7.3 Consolldation of the Draft Budget Estimates NationalTreasury l-Apr-24

7.4 Submission to cabinet for Approval NationalTreasury l$Apr-24

7.5 Submission of Draft Budget Estimates to Parliament NatlonalTreasury 29-Apt-24

7.6 Submission of the Finance Bill NatlonalTreasury 29-Apr24

7.7 Revie\,,/ of Draft Budget Estimates by Parliament National Assembly ltMay-24

7.8 Report on oraft Budget Estimates from Parllament National Assembly 3l-May-24

7.9 Consolidation of the Final Budget Estimates NationalTreasury Hun-24

7.10 submission of Appropriation Billto Parliament National Treasury

8. BudgetStatement NationalTreasury lI.lun-24

9. Appropriatlon Bill Passed National Assembly 3GJun-24

10. Finance Bill Passed National Assembly 3&Jun-24

Source : National Treasury

$flffiEBEg
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Annex Table 8: Members of the Macro Working Group u,ho attcnded thc Rctreat in Naivasha from Septcmber 6-13, 2023 to rcview and
finalize this 2023 Bud et Review and Outlook Pa er

S/I',{o. DesignationInstitution/ Department Name

1. Mr. Musa Kathanje Dilector/ Macro & Fiscal Affairs

2. Mr'. John Njera Director Planning

3. Mr. Johnson Mwangi Director Planning

Senior Economist4. Mr'. Maurice Omete

Senior Economist5. Ms. Catherine I(alachia

6. Ms. Lucy Muraya Senior Economist

7. Ms. Geraldine Kyalo Senior Econornist

Economist I8. Ms. Phyllis Muthoni

Economist I9. Mr. Thornas Kipyego

Economist II10. Ms. Ann Nyagah

Offi ce Adrninistrative Assistant

12. Ms. Beatrice Muliithi Principal Assistant Offrce
Administrator
Senior Assistant Office
Administrator

13. Ms. Irene Asava

Senior Assistant Office
Administrator

14. Ms. Jane Karanja

Maclo & Fiscal Affails

15. Ms. Jane Wanjiku Offi ce Adm inistrative Assistaut

Senior Deputy Director'16. Ms. Elizabeth NziokaIntergovernmental Fiscal Relations

17. Mr. Brian K. Cheruiyot

Debt Policy, Strategy and Risk Management 18. Mr Cleophas Kirwa Senior Debt Management Officer

Debt Recording and Settlernent 19. Mr. Samuel Gitalri Economist I

Resource Mobilization 20. Ms. Khadija Swaleh Economist

1 The National Treasury

Government Investment and Public Entelprises 21. Mr. Paul Kiagu Chief Economist

ff'!:ftFm:ry?-
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11. Ms. Agnes Angwenyi

Principal Economist
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S/No. Institution/ Department Name Designation

Accounting Services 22.CPA Pulity Mutheu Principal Accountant

23. CPA Judith Nyakawa Senior Deputy Director
Public Private Partnerships 24. Mr. Jarnes Kimani Principal Econornist
Finance Unit 25. Mr. Arnblose Ogango Senior Chief Finance Officer

26. Mr. Jackson Kiprono Principal Economist
2 State Department of Economic

Planning
State Department of Economic planning

27 . Ms. Peninah l(awira Senior Economist

28. Ms. Esther W. Kariuki Deputy Manager
3 Central Bank of Kenya Centlal Bank of Kenya

29. Mr. Julius I(. Bett Econornist

30. Ms. Jane I(anina Assistant Manager
4 Kenya Revenue Authority Kenya Revenue Authority

31. Mr. Walter Mokaya Officer
5 Kenya National Bureau of

Statistics
Kenya National Bureau of Statistics 32. Mr. James Gekara Abuga Senior Manager

6 Commission on Revenue
Allocation

Commission on Revenue Allocation 33. Ms. Lineth Oyugi Director/Econorn ic Affails

34. Mr. Benson Kiriga Senior Policy Analyst
7 I(enya Institute of Public policy

and Research Analysis
Kenya Institute of Public Policy, Research and
Analysis

35. Ms. Laureen I(at'ima Policy Analyst
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Annex Table 9: Summa of Comments Received from Stakeholders and Public on the2023 BROP

POLICY AREA PARAGRAPH RECOMMENDATIONS RESPONSE/ACTION TAKEN
5 The National Govemment should set realistic revenue

targets.
The revenue projections for FY 2022123 were quite
conservative. The below target performance was largely
attributed to the uncertain operating environment related to
the general elections and the negative impact of the geo-
politics that led to global economic slowdown and supply
chain disruptions.

6 Future upward adjustments in taxes rnore so

consumption taxes should be gradually implemented
over the medium term. Even as the government
instifutes these measures in an effort to increase revenue
collection, it is important that consideration is given so
that these tax changes do not jeopardise the goal of
revenue maximisation due to their negative effects on
private consumption and investment

The National Treasury is in the process of developing a

Medium Term Revenue Strategy that will will provide a
comprehensive framework for guiding tax reforms tbr
boosting revenues and improving the tax system over the
medium-term.

7 The 2023 BROP should have information of
underperformance of all revenue streams.

Paragraph 6 provides explanation for the below target
perfonnance of the major tax heads. The reasons include:
decline in oil volumes, motor vehicle imports and deliveries
of domestic excisable goods; subdued growth in the
construction, transport and manufacturing sectors owing to
the high cost ofinputs and increasing inflationary pressures.

11 Actual external grants inFY 2022123 amounted to Ksh
23.1 billion representing 55.4 percent of the revised
target of Ksh 4l .7 billion. This led to a low programme
absorption for externally flrnded prograrnmes. There is
need to provide more accurate budget projections for
the extemal grants to avoid a negative impact on
planned development activities.

The extemal grants projections for FY 2023/24 and the
medium term have been moderated in order not to interrupt
implementation of plamed development activities.

Fiscal
Performance -
Revenue and
Expenditures

t2 In the FY 2022123 recurrent expenditure grew by 7.9
ercent while development projects (net) contracted by

The under-spending for the FY 2022123 budget was both in
recurrent and development budget and can partly be explained

,-,r,,,emmFT
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development in the country. This can be achieved by
cutting down on recurrent expenditure and non_core
activities.

Govemment should focus on growing
t budget to accelerate economic

1 1.7 percent. The
the developmen

will put in place appropriate measures to incr.ease revenue
collection, improve absorption of resources from
development partners and explore altemative financing
strategies early in the financial year to ensure the budget ii
fully funded. Consequently, development expendituie is
projected to grow froin I(sh793.8 billion (4.9 percent of GDp)
inFY 2023124 to 1,390.8 billion (5.7 percent of GDp) in Fi
2027/28.

ow target disbursements for externally funded projects
w revenue collection. To reverse this, the Govemment

by bel
and lo

t4 nisterial AIA has not been disintegrated by each
ministry and state agencies. It is difficutt to know how
much each state agency contributed. Further, there is no
explanation on the under-collection of the Ministerial

The Mi

AIA and ex diture abs 1011

view and Outlook Paper usually provides
broad revenue categories. A full breakdown

of levenues including AIA is usually provided in the Budget
Policy Statement that is finalized in February of every year.

The Budget Re
performance of

expenditure to target exceeded 100 percent and there is
no reasons behind such performance and the way
forward in the subsequent hnancial years. The BROp
should explain the reasons behind the over 100 percent
expenditure performance to the target and the measures
taken to address such occurrence in the current and

were several MDAs whose percentage of totalThere

subse uent financial ear

r 100 percent expenditure was due MDAs committing
their budgets.

The ove
beyond

Table 3

expenditure under the Judiciarv Fund in the
FY 2022123 has been captured. please note that actual
expenditure shall be captured upon finalization of the

Provisional

F nanc Ral rto hi hc u'encLl rl dun rl) nov p1'eparati
thd S c cted bto 1lc nal dZC 3 0 S ber'tem 20 32

s is noted and will be reviewed once the actual expenditure
been f,rnalized and shared with the National Treasury.

Thi
has

16 There
and th

were no funds allocated for Contingency Fund
ere is no narrative to explain it. This allocation is

lawcnt ati hava Iemul eTh al co oll ulo d 111co e

ws that Contingency Fund was allocated Ksh 2.0
billion in Fy 2022123. The resources were utilized to cater for

Table 4 sho

$iffiffiffitrH
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in handy to help in unforeseen circumstances. The
allocation would have helped in the provision of
subsidies like fuel subsidies that would help cushion
Kenyans.

the additional expenditures arising tiom the unlbreseen
circumstances in the Supplementary I and II expenditures

Fiscal
Responsibility
Principles

1e (i) In FY 2022123 there was lapse in the fiscal discipline in
relation to the timely closure of the financial year and
opening ofthe subsequent f,rnancial ycar. Even though
these delays are supported with valid reasons, we
observe they affect budget implementation of the
subsequent financial year. The Govemment should
ensure adherence to year-end procedures in line with the
applicable circulars issued by the National Treasury.

The FY 2022/23 was a challenging year marked by the
transition from the previous Administration to the current one.
The first half of the FY 2022123 was marked by slow
implementation of prograrnmes and projects due to
inadequate revenues. In part, revenue performance was
affected by the general slowdown of economic activities
occasioned by the adverse impact of shocks that hit the
country. Going forward, the Government will endeavour to
ensure strict adherence to year-end procedures in line with the
applicable circulars issued by the National Treasury.

le (iii) Section 15 (2) (C) of the PFM Act2012 requires over
the medium term, the National Govemment's
borrowing shall be used only for the purpose of
financing development expenditures and not recurrent.
To demonstrate this has been complied with, there is
need to use the three financial years' data rather the
previous FY 2022123 orly.

Table 5 provides data on performance in relation to llscal
responsibility principles for two previous years - FY 2021122
and FY 2022123. As required by the PFM Act, the Table
fi.nther provides projections for four outer years. hr FY
2023/24, the allocation for development expenditure is 34.4
percent of ministerial Government expenditure and is
projected to remain above the 30 percent threshold over the
medium term.

19 (iv) Debt service to revenue and grant ratio is projected to
be at 65.9 as of June 2024 from 55.1 as of Jwe2023
and is attributed to the maturity of the international
sovereign bond. Also, the debt service-to-revenue ratio
as indicated in table 6 is projected at24.9 in Jtll:re 2024
from 16.6 in 2023 an indication of high risk debt
distress. In line with the Section 15 of the PFM Act
2012, the 2023 BROP should clearly state the cost of
any additional debt to the country and put strategies in

To reduce debt vulnerabilities, the Government has

committed to a fiscal consolidation program (by broadening
the tax revenue base and minimizing non-priority
expenditures) and optimising the financing mix in favour of
concessional bonowing to finance capital investments.
Additionally, a steady and strong inflow of remittances and a

favourable outlook for exports will play a major role in
supporting extemal debt sustainability.
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place to reduce the high risk of debt distress in the
medium term

21 was.no utilization of the Equalization Fund. The
Constitution of Kenya Articie 204 provides for the
circumstances for the utilization of the Equalization
Fund. This means that there are marginalized areas that
are yet that are yet to enjoy equality in services to the
level generally enjoyed by the rest ofthe nation.

There uring the year under review, the Equalisation Fund loaded
Ksh 3,009,998,064.6 into the IFMIS system to facilitate
utilisation of unspent balances by implementing Ministry
Departmentai Agencies (MDAs) to fast-track payment of
pending bills and completion of First Marginalization policy
projects in the 14 beneficiary counties as appropriated in the
Equalisation Fund Appropriation Act, 2018 which does not
lapse.

I(sh 10.4 billion being allocation for Fy 2o2ll22 and Fy
202243 was appropriated through the Equalisation Fund
Appropriation 8t112023 which was approved and enacted on
30d' Jnne, 2023.The Equalisation funa appropriation Act,
2023 will be utilized for implementation of projects for
Second Marginalisation Policy which have commenced in the

D

34 benefici
Table 9 e 9 on County Government Sources of Revenue for

FY 2022123 .It is misleading for the table to present that
the budgeted county revenue for the Fy 2022123 asKsh
370 billion. This fails to consider that Ksh. 29.6 billion
from the FY 2021/22 had not been disbursed to the
counties. The correct budgeted county revenue for the
FY 2022123 should therefore be

Tabl

Ksh 399.6 billion

Ie t has been amended to include the I(sh 399.6 billion
A footnote has also been inserled to explain that the 399.6
billion includes Ifth 370 billion Equitable Share for Fy
2022/23 and Ksh 29.6 billion balances not disbursed in Fy
2021t22.

Tab

23 Analyse Table i0 to show the gror,+th tr.ends for the
County Governments in total transfers from the

ious financiai ear

Table 10 has been updated to show the growth rates in both
equitable share and total transfers to counties from Fy
2017118 to 2022123.

County
Governments'
Fiscal
Performance

23 Government should ensure shareable
transferred in tirnely and predictable manner

levenue 1s The Government is committed to fulfil the requirement of
Article 202 (1) and Afiicle 202 (9) of the Constitution by

uitable share are disbursed in timeensul'l c

63
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26 The data provided by the County Government for OSR
(Own Source Revenue) targets appears to lack realism.
The Government should assist the County Govemments
in establishing their OSR (Own Source Revenue)
targets. Govemment need to support County
Governments to improve their capacity and enhance
their ability to generate their own source ofrevenue

The National Treasury notes that a number of County
Governments reported revenue collection way below their
target. This could be attributed to a number of factors such as

lack of proper revenue administration structures, revenue
leakages, lack of intemal controls or unrealistic revenue
targets.

The National Treasury in collaboration with stakeholders will
undertake a number of reforms to assist the counties in
enhancing revenue collection. Some of the measures include:
establishment of a Multi-Agency Taskforce on Tax Analysis
and Revenue Forecasting with an aim of developing a tool for
OSR Analysis and Forecasting among County Governments;
review of existing legislations; and automation of revenue
collection and management.

In addition, the National Treasury is planning to build the
capacity of County Govemments to generate statistics that
conform to the Government Finance Statistics 2014 Manual
beginning h FY 2023124. This will strengthen the County
Government's fiscal pbticy making including realistic
revenue forecasting.

Table 11

(cunently Table
10)

Table 10 has been amended to include two additional columns
to provide information on AIA and other revenues collection
by County Govemments. The figures by all the counties have
been harmonised to ensure uniform comparison in the
measurement of Own Source Revenue.

The figures as reported have been obtained from County
Governments Budget Implementation Review Report for the
FY 2022123 prepared by the Office of the Controller of
Budget.

aSEffiffi$T
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Table 1 1: OSR Growth Trends from FY 2020121 to FY
2022123. The Table contains discrepancies in Own
Source Revenue collection for various counties for the
FY 2021122 and2022123. These discrepancies could be
as a result of some counties classifuing revenue fiom
Facility Improvement Funds (FIF) as part of the Own
Source Revenue and others not doing so. This has led to
underreporting of the OSR growth rates for Counties.
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other revenues generated by the counties.

The reported revenue collection for Fy 2022123 does
not include the amount collected under the Health
Services Fund. The proper way to reflect the County's
Performance is either to restate the previous year,s
revenue by reducing the health component or
incorporate the Health Services Fund Colleition in the
FY 2022t23

The National Treasury should convene a meeting of the
PFM Institutions to discuss and provide guidelines on
how to report revenues from health facitities for
uniform and fair comparison Ermong all counties.

e 11 should be amended to include the A-i-A andTabl National Treasury will liaise with all stakeholders to
provide a clear guidelines on how to report all the revenues
collected by County Governments

The

45 the Government make sure that Counties
comply with Section 107 (20 (b) of pFM Act,20t2
How will e PFM Act,20l2 require the County Treasury to allocate

over the medium term a minimura of thirty percent of the
County Government's budget to be allocated to the
development expenditure. County Governments are expected
to put in place measures to address adherence to the fiscal
responsibility principles.

The inability of County Govemments to adhere adherence to
fiscal responsibility principles wiil be address by building
capacity to Counfy Governments on planning, budgeting and
revenue forecasting; adherence to the disbursement schedule
on equitable share transfers by the National Goverrulent and
actualization of the ICRMS.

Th

46 e Government should establish measures to ensure
that the County's payroll expenses do not surpass 35
percent of the overall revenue.

Th

total revenues. This means that on ave

The Public Finance Management (County Government)
Regulations, 2015 requires that expenditure on wages and
benefits for public officers shall not exceed 35 percent ofthe

e Coun

sffiffiffiFF
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Govemments spent 41.7 percent of their total revenue on
wages which is higher than the threshold of 35 percent
provided by the PFM Act,2072.

The inability of County Governments to adhere adherence to
fiscal responsibility principles will be address by building
capacity to County Governments on planning, budgeting and
revenue forecasting; adherence to the disbursement schedule
on equitable share transfers by the National Government and
actualization of the ICRMS.

47 The 2023 BROP should report stock of pending biils
accrued by the County Governments and efforts to clear
pending bills.

Table l3 provides data on pending bills by County
Governments. As at 30th June, 2023, Cornty Goverrunents
reported pending bills of Ksh 164.76 billion as stated by the
Controller of Budget. The County Executive reported a total
of Ksh 163.1 billion while the County Assemblies reported a

total of Ksh 1.7 billion as their pending bills. In order to
adequately provide solution to the pending bills issues, the
Government intends to conduct a comprehensive study to
determine the causes of pending bills by the County
Govemments given that at the end of the financial year all
counties received 100% of their equitable share and most of
their conditional grants.

47 Information on Pending Bills by MDAs and SOEs
should be included in the 2023 BROP and
corresponding measures put in place to address the
accumulation of pending bills. MDAs and SOEs have
the highest proportion of pending bills compared to
County Govemment

This recommendation has been noted and the Government
will consider incorporating information on pending bills by
MDAs and SOEs in subsequent budget documents.

Macroeconomic
Developments
And Outlook

52 Amend paragraph to reflect the reason why there is
increased uncertainty in the global financial market.

The paragraph has been rephrased to include aggressive
monetary policy tightening in the advanced economies as a
reason for global hnancial market uncertainty.
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67 e impact of the introduced interest rateWhat is th

corridor?
e interest rate corridor will facilitate alignment of the shorl

term rates with the Central Bank Rate (CBR), reduce volatility
in the interbank rate and improve moneta.ry policy
transmission. The interest rate corridor is set at + 250 basis

Th

oints around the CBR
76

weakening Kenya Shilling exchange rate and its impact
o-n t!9 cguntry's foreign debt. Thc National Treasury
should disclose the effects ofthe weakening Shilling on
foreign currency back debt stock and the way forward

silent on the effects of theTlte 2023 BROP is Kenyan foreign exchange market remained under
pressure as a result of the global shocks largely driven by
aggressive monetary policy tightening in advanced economies
in response to inflationary pressures which weighed on the
exchange rate and increased risk of debt distress. However,
improvement in the current account, boosted by robust export
eamings and strong remittance inflows the will continue to

Tlie

e marl<etSU exchoft stabili in the forei
79 aining the supply side projected growth, there is

omission in explaining growth in the selice sector.
Include a paragraph to explain the projected growth in
services sector.

In expl Paragraph has been amended to read, ,,services sector wili be
supported by resilient activities in the financial and insurance,
information and communication, wholesale and retail trade
and transport and storage, among others. The easing of global
commodity prices and supply chain constraints coupled with
robust private sector investrnent are expected to support
domestic demand."

ation over the medium term is expected to retum to
the Government target range of 5.0+2.5 percent. The
Table 18 does not reflect that.

Infl

to return to the Govemment's target range of 5.0+2.5 percent.
This will be supported by muted demand pressures consistent
with prudent monetary policy and easing domestic and global
food prices. In addition, Govemrnent measufes to suppoft
suflrcient supply of stapie food items through zero rated.
imports and lower the cost of production through the ongoing
fertilizer and seeds subsidy progrtrm will exact downward

e 18 has been amended to show that inflation is expectedTabl

ssure on inflation

Table 18

real GDP growth numbers at a constant
5.6%o in 2024-2027 were too
The projected

iven theconservative
projections from 2024 to 2027 have been revisedGrowth

interventions fromointo account the oLI wards takin
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ongoing Government investments to support economic
activities.

both the Government and the private sectors to support
specific sectors of the economy.

The Government should highliglit the key monetary
policies introduced by the Central Bank of Kenya and
the expected outcome of the implementation of the
policies.

Paragraph 82 - 84 provides the monetary policy stance of the

Government that is aimed at achieving price stability and

providing adequate credit to support economic activity.
Towards this end, the Central Bank has continued to
implement reforms to Modernize its Monetary Policy
Framework and Operations in Kenya, designed to enhance
monetary policy transmission. The Central Bank has also

introduced DhowCSD, an upgraded Central Securities
Depository infrastructure, that offers a simple, efficient, and

secure portal by the Central Bank of Kenya (CBK) to enable
the public to invest in Government of Kenya securities.

Medium Term
Sector Ceilings

Table 19 The table presents a no change in the ceilings for the
energy, infrastructure and ICT for the FY 2023124 and
2024125. The energy, infrastructure and ICT contain
two key core pillars under the Bottom-up Economic
Transformation Agenda (BETA). The two pillars
namely: Housing and Settlement and Digital
Superhighway and Creative Industry are among those
envisaged to have the largest impact to the economy as

well as on household welfare in the medium term.

The expectation is that the implementation of these two
pillars will have some budgetary implications which if
any need to be reflected in the medium-term sector
ceilings.

Table 19 has been reviewed. The sector ceilings for energy,
infrastructure and ICT is projected to rise by 8.7 billion from
Ksh 532.4 billion in FY 2023/24 to Ksh 541.1 billion in FY
2024125. The allocation FY 2024125 is equivalent to 27.2
percent of the total expenditure, indicating the significance
that the Govemment has laid on the sector which key towards
the achievement ofthe objectives of the Bottom-Up Economic
Transformation Agenda

THE NATIONAL TREASURY AND ECONOMIC PLANNING
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