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FOREWORD 

The 2022/23 National Annual Shadow Budget by IPFK™ for Kenya is the second edition, and it is one of its kind 

in the country.  It is prepared to support engagement between the state and non-state actors in the budget 

process, enhance access to budget information particularly on revenue and public expenditure performance, 

public debt contracting and servicing.  The 2022/23 National Annual Shadow Budget by IPFK™ comes at a time 

when Covid-19 pandemic has caused a great damage to economy, businesses, and households’ livelihoods to 

which about 2 million people were pushed into poverty. 

The National Treasury projects a GDP growth of 6 per cent in 2021 after contraction of 0.3 percent in 2020 and 

a growth of 5 per cent in 2019. However, this growth faces threats from ongoing droughts affecting 23 arid and 

semi-arid counties where more than 2.3 million Kenyans need relief food and other humanitarian assistance.  In 

addition, inflation rate in Kenya has remained high, at 5.8% compared to the average of 3.5% for Sub-Saharan 

Africa whose main driver is the food and energy prices. This is further complicated by weakening of the Kenya 

shilling in comparison to major currencies particularly the US Dollar and Sterling Pound.  The shilling has 

depreciated by about 11 per cent between November 2016 and November 2021 against the dollar.  The Central 

Bank’s expansionary monetary policy has supported a decreasing trend of interest rates for the period August 

2016 to August 2021.  

Moreover, disruptions to business environment from the impact of COVID-19, high levels of employment 

especially among the youth, high cost of food prices and uncertainties surrounding the general elections 

scheduled for August 2022 and high public debt levels where the International Monetary Fund (IMF) continues 

to assess Kenya as being at a high risk of debt distress with constrained fiscal space are among the key things to 

monitor going forward. 

James Muraguri 

Chief Executive Officer 

Institute of Public Finance–Kenya (IPFK) 
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EXECUTIVE SUMMARY 

Kenya has experienced significant growth in public expenditure in recent years which has led to a sharp rise in 

fiscal deficit averaging about 8 per cent of GDP for the past five years. Even though the government has 

consistently admitted that this size of deficit is unsustainably high and has put in place a fiscal consolidation 

plan, its implementation remains a moving target.  The total nominal public and publicly guaranteed debt stock 

as at end December 2021 was Kshs. 8,026.74 billion (66.2 per cent of GDP). Domestic debt stock was Kshs. 

4,032.37 billion (32.5 per cent of GDP) while the external debt stock was Kshs. 4,174.37 billion (33.7 per cent 

of GDP). Domestic and external debt stock accounted for 49.1 and 50.9 per cent of total debt stock respectively. 

The proportion of external debt denominated in USD, Euro, Yen, Yuan and Sterling Pound was 67 per cent, 19 

per cent, 6 per cent, 6 per cent and 2 per cent respectively. Other currencies accounted for 0.2 per cent of total 

external debt.  Total debt service payment has increased by 99 per cent from Ksh. 392.1 billion in June 2015 to 

Ksh. 780.6 billion in June 2021. Of the Ksh. 780.6 billion paid in FY 2020/2021, Ksh. 234.5 billion was used to 

settle external debt (both principal and interest) while Ksh. 546.03 billion was used to settle domestic debt.  The 

total debt service as a percentage of ordinary revenue increased from 38 per cent in June 2015 to 50 per cent in 

June 2021. This means that for every Ksh. 100 collected by Kenya Revenue Authority, Ksh. 50 was used to settle 

public debt. It is estimated that public debt will amount to Ksh. 8.6 trillion by end of FY 2021/22 against a 

statutory debt ceiling of Ksh. 9 trillion.  This leaves the government with a maximum fiscal space for new debt of 

Ksh. 400 billion against debt requirement of Ksh. 846 billion set by the National Treasury for the FY 2022/23. 

The draft Budget and Appropriation committee report on the BPS 2022 indicated that the National Treasury 

should not be allowed to borrow beyond Ksh 400 billion  for FY 2022/23, a position which IPFK subscribes to. 

This indicates a fiscal deficit of approxiamtely 4% of GDP and in line with reducing the deficit to 3.8% of GDP 

as projected by the Budget Policy Statement 2021. 

Kenya’s revenue effort has been better compared to her East African peers such as Tanzania and Uganda, and 

several sub-Saharan Africa countries. However, World Bank estimates for Kenya’s tax below its potential 

between 4 and 7 percentage points of GDP compared to other countries at similar income levels. Trends in 

revenue performance indicate that revenue targets are never met. However, the Government revenue projections 

have always been optimistic. This has led to increased fiscal deficit since expenditure trends have always been 

increasing. For instance, total expenditure increases from Ksh.2.1trilion in FY2017/2018 to Ksh.2.8 trillion in 

FY2020/2021. Recurrent expenditure increased from Ksh.1.4 trillion in FY2017/2018 to Ksh.1.8 trillion in 

FY2020/2021. Development expenditure also increased from Ksh.470 billion in FY2017/2018 to Ksh.570 

billion in FY2020/2021. On the same note, interest repayments increased from Ksh.327 billion to Ksh.570 

billion during the same period. 



6 |  2022/23 Annual National Shadow Budget by IPFK™ 

Health budget increased in nominal terms by 42% between FY 2018/19 and FY 2020/21. The increase is larger 

for the development budget which constitutes 44% in FY 2020/21 up from 38% in FY 2018/19. The overall 

budget allocations and expenditure increase for FY 2019/20 and 2020/21 were driven by the partly increased 

COVID-19 related expenditures such as payroll cost for COVID-19 health workers and staff medical cost 

arising from COVID-19 related complications.  

Execution of development budget remains low, averaging 81% for the three years compared to recurrent which is 

at 94% for the same period. In FY 2020/21, about Kshs 13 billion budget that was not spent in the sector, and 

Kshs 11billion (86%) was in the development vote. Total health expenditure as a share of total government 

increased by 1.5 percentage points to stand at 6% in FY 2020/21 up from 4.5% in FY 2018/19 and expected to 

stagnate for three years - and would decline to 5.6% in FY 2024/25. This portion is far below the minimum of 

15% provided under the Abuja declaration adopted by Kenya. As a share of GDP, the sector expenditure 

remains at about 1% and is forecast to decline to 0.9 in 2024/25. In view of these allocations and expenditures, it 

is difficult to see how Universal Health Care (UHC) can be achieved without a substantial increase in 

government spending.  Improving the execution of the health budget, particularly for capital budgets would be a 

logical place to start. To achieve the panned fiscal consolidation, the government projects cuts in current 

expenditure and real fiscal transfers to counties. The sectors targeted for cuts include the agriculture, rural 

development and energy sectors. If these cuts are implemented in the FY 2022/23, it is likely that the social 

sectors will experience more pain before spending increases. This seems especially the case for the health and 

agriculture sectors, given that half of their financing comes from county budgets, which are dependent on 

transfers from national government, and which are projected to be cut up to 2024/25.
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CHAPTER ONE: INTRODUCTION 

The Institute of Public Finance Kenya (IPFK) is pleased to introduce the second Annual National Shadow 

Budget by IPFK™ for the FY2022/23. The 2022/23 Annual National Shadow Budget by IPFK™ entails an 

analysis of expenditures by the National Government across sectors, budget absorption rates for the past 

financial years, proposed expenditure ceilings by the draft budget policy statement, and a scrutiny of 

government’s spending priorities and policy goals for the FY 2022/23. It also provides an overall analysis of 

the macroeconomic situation, including forecasts, in Kenya.  

Production of this Shadow Budget by IPFK is motivated by the need for meaningful engagement with 

policymakers in a manner that will promote transparent and efficient allocation of public resources. Moreover, 

it is a great point of reference that gives an alternative that can shape public discourse among citizens and non-

state actors. It comes at a unique time when Kenya’s debt bearing capacity has been flagged as a great concern 

by International Monetary Fund (IMF). In addition, there is much interest in monitoring whether the 

government is committed to the path for fiscal consolidation, mass roll out of Covid-19 vaccination, 

implementation of UHC and the realization of “Big 4 Agenda” especially at a time when the Kenyan economy 

is battling with the adverse economic effects that Covid-19 pandemic has caused. Also worth noting is the 

upcoming general election that can potentially disrupt the economy. 

The Shadow Budget presents figures and narratives on the macro-fiscal situation and the sector deep dives. In 

this edition of the Shadow Budget, IPFK has focused on some of the sectors that provide critical services and 

also take a huge percentage of Kenya’s budget. These sectors are Health, Education, Social Protection, Culture 

and Recreation, Public Administration and International Relations, General Economic and Commercial Affairs, 

Governance, Justice, Law and Order, Energy, Infrastructure, and Information Communications Technology, 

Agriculture, Rural and Urban Development, and Environment Protection, Water and Natural Resources. 

Methodology 

The process of producing the 2022/23 Annual National Shadow Budget by IPFK™ involved analysis of 

information contained in the preliminary statutory budget documents produced by the National Treasury 

during the budget making process and own expert opinions. Documents analyzed include: the 2021 Budget 

Review and Outlook Paper, Sector Reports for FY 2022/23 and the Medium-Term Economic Framework, 

Quarterly Budget Implementation Review Reports, the 2022 Budget Policy Statement, approved and revised 

budget for FY 2021/22, IMF World Economic Outlook and IMF Kenya Country Reports among others. 
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CHAPTER TWO: KENYA’S MACROECONOMY RECENT TRENDS AND OUTLOOK  

2.1 Real GDP Growth Investment  

Before the COVID-19 outbreak, Kenya’s economy was strong and resilient despite the challenging global 

environment. The broad-based economic growth between 2010 and 2019 averaged 5.84 per cent.1 In 2020, the 

Covid-19 pandemic disrupted normal lives and livelihoods, and also to a greater extent negatively affected 

businesses and economic activities. As a result, Kenya’s real GDP growth contracted to -0.3 per cent in 2020 

from a growth of 5.0 per cent in 2019 as shown in Figure 1.2 The Kenya National Bureau of Statistics (KNBS) 

projects the economy to grow by 5.73 in 2022. This growth is expected to be steady up to 6.09 per cent in 

2025.3 

Figure 1: Real GDP Growth 2010-2025 

Source: (KNBS, 2010-2020) 

However, the chance of realizing the projected growth is still very low. It cannot be overlooked that the Kenyan 

economy enters 2022 in a weaker position as it is still recovering room the adverse economic impact caused by 

the Covid-19 pandemic. Another unique aspect about 2022 is the upcoming general election that is likely to 

disrupt economic recovery. Moreover, the country is battling ongoing drought in the northern parts.  

2.2 Sector Contribution to GDP 

Overly, the service sector has had the largest contribution to GDP although it recorded a 3 per cent decline in 

2020 from 59% in 2019. The second largest contributor to GDP has been agriculture and lastly the industry 

sector which has averagely contributed approximately 23% to GDP over the years as shown in Figure 2.  In 

2020, the agriculture sector contributed about 25 per cent from 22 per cent in 2018. Natural disasters like floods 

1 Budge Review and Outlook paper (2021) 
2  Kenya Bureau of Statistics (2020a) Economic Survey (2021) 
3 International Monetary Fund (2021) 
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caused the decline in the agriculture sector in 2018 while the increase witnessed in 2019 and 2020 is attributable 

to enhanced access to agricultural financing whereby 4% commercial bank lending was for agribusiness and 

increased use of fertilizer, to which fertilizer manufacturers were given subsidies to enhance the distribution to 

farmers at reduced prices.4  

Over the years, there has been a decline in the contribution of the industry sector from 19 per cent in 2016 to 

18% in 2020. This decrease is attributed to the deindustrialization that is characterized by an increasing share 

of the services sector to GDP. The shift in contribution to GDP continue to motivate a debate on whether the 

services sector is the emerging engine of Kenya’s economic growth.  

Figure 2: Sector Contribution to GDP 

 

Source: (KNSBS, 2021) 

2.3 Income Per Capita and Employment Creation 

Increase in employment rate and wage income leads to increase in income per capita. Change in wage 

employment is shown in Figure 3. 
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Figure 3: Change in wage employment, 2016 - 2020 

 

5 Source: Kenya Economic Survey (2021) 

As shown in Figure 3, there is high fluctuation in wage employment in the public and private sectors as well as 

from self-employment. Over the review period, self-employed and unpaid family workers recorded the highest 

change compared to the public and private sector. This shows the high rate at which the informal sector is also 
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growth of 10 per cent in the private sector and 4.1 per cent in self-employment. The observed contraction in 

wage employment in 2020 was majorly due to the Covid-19 pandemic which affected business activities and 

normal operations due to the curfews and travel bans. The private sector employment is estimated to have 

contracted to 14.5 million jobs. The nominal wage bill for private and public sectors declined from KSh 2,279.0 

billion in 2019 to KSh 2,197.6 billion in 2020. Such a huge contraction in the private sector requires strategic 

intervention considering that the sector leads in employment creation as shown in Figure 4. 
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Figure 4: Job opportunities in the private sector, public sector and self-employment 

 

Source: Economic Survey (2021) 

2.4 Inflation rate 

Inflation rate in Kenya has remained higher than the average 3.54 per cent CPI inflation in Sub-Saharan Africa 

as published by the World Bank in 2020. Kenya’s inflation rate stood at 5.8 per cent in September 2021 which 

was an increase from 5.33% in September 2020. Increased inflation in September 2021 was attributed to 

increase in fuel prices and basic food item prices like cooking oil, tomatoes and fortified maize flour. On 

average, since 2017, inflation has been on an upward trend as shown in Figure 5. This implies that the 

purchasing power of consumers in Kenya is eroded leaving them worse off. It calls for monetary policy 

intervention to contain inflation within the 5 per cent target.  However, this target is not likely to be achieved 

any soon as per the IMF inflation forecast shown in Figure 6.  

Figure 5: Inflation rate, 2017 - 2021 

 

0.0

500.0

1,000.0

1,500.0

2,000.0

2,500.0

2016 2017 2018 2019 2020

Private '000'

Public '000'

Self-employment '000'

0

1

2

3

4

5

6

7

Nov 2017. Nov-2018. Nov-2019. Nov-2020. Nov-2021.

Inflation Rate %

Inflation Target %



 

 

13 |  2022/23 Annual National Shadow Budget by IPFK™ 

Source: KNBS (2021) 

Figure 6: Inflation Rate Forecast 

 

Source: IMF (2021) 

2.5 Exchange Rate 

The foreign exchange market has generally remained stable but was partly affected by a significant strengthening 

of the US Dollar, Sterling Pound and Euro in the global markets and uncertainty with regard to the Covid-19 

Pandemic. Figure 7 shows the exchange rate of the Kenyan shilling against three major currencies (US dollar, 

Euro and Sterling Pound) from November 2016 to November 2021. 

Figure 7: Exchange Rate 

 

Source: CBK (2021) 
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Over the period, the shilling has depreciated by 10.42 per cent between November 2016 and November 2021. 

This is attributed to the domestic increase in money supply thus leading to increased inflation rate. Weakened 

Kenya shilling makes exports cheap while imports become expensive. This is a challenge to the Kenyan 

economy that is a net importer. Moreover, domestic currency depreciation increases external debt which is 

foreign currency denominated.  

2.6 Interest Rates  

The interest rates shown in Figure 8 include interbank rate, 91-day T-bill rate and central bank rate.  

Figure 8: Interest Rates from 2016 to 2021 

 

Source: CBK (2021) 

Interest rates show a decreasing trend from August 2016 to August 2021. It is an indication the central bank 

has been pursuing expansionary monetary policy thus increasing money. As a result, commercial banks borrow 

more from the central bank and ease domestic financial conditions to encourage borrowing by their customers. 

In effect, low lending rates boost investment and GDP growth. However, expansionary monetary policy has 

caused the central bank to deviate from the 5 per cent inflation target. Also, the shilling has been weakening 

against the major currencies thus raising foreign denominated debt.  

2.7 Balance of Payments  
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Figure 9: Balance of Payments Account 

 

Source: CBK (2021)  
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Kenya exports more than it imports resulting to more outflows than inflows leading to a deficit in the balance 

of payments account in most of the years under consideration. Even though the deficit level is decreasing, 

Kenya needs to invest more in service, industry and agriculture sectors to increase output which can be exported 

and receive more inflows than what it can send out as outflows.  

CHAPTER THREE: PUBLIC FINANCES: REVENUE AND EXPENDITURE 

3.1 National Government  

3.1.1 Aggregate Revenue and Expenditures 

Kenya’s revenue effort has been better compared to her East African peers such as Tanzania and Uganda, and 

several sub-Saharan Africa countries. However, World Bank estimates for Kenya’s tax to GDP ratio is between 

4 and 7 percentage points. This percentage is still low compared to other countries at similar income levels6.  

Figure 10 shows that revenue collection has been increasing although the targets are not met. This increase in 

revenue collection is a result of stringent measures put in place to widen the tax base and curb tax evasion 

especially from the informal sector. Going forward, the country will require a National Tax Policy to be finalized 

to enhance efficient administration of the tax system and establish certainty in tax legislation to seal the gaps 

that have been impeding revenue collection. 

Figure 10: Revenue Targets and Actual Collections 

 

Source: BPS (2021) 

The review now turns to public expenditure over the period FY2015/16 – 2020/21 as shown in Figure 11. 
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Figure 11: Public Expenditure, FY2015/2016 - 2020/2021 

 

Source: BPS (2021) 

It is evident that all types of expenditures are on an increasing trend. For instance, total expenditure increases 

from Ksh.2,146,843.00 million in FY2017/2018 to ksh.2,755,804.00 million in FY2020/2021. Recurrent 

expenditure increased from Ksh.1,349,896.00 million in FY2017/2018 to Ksh.1,797,063.00 million in 

FY2020/2021. Development expenditure also increased from Ksh.469,673.00 million in FY2017/2018 to 

Ksh.569.889.00 million in FY2020/2021. On the same note, interest repayments and transfer to counties 

increased from Ksh.327,274.00 million to Ksh.569,889.00 million during the same period. This increase in 

public expenditure is attributed to the Government’s push on the Big Four Agenda. This also explains why 

development expenditure has been on an increasing trend. As a percentage of GDP, Public expenditure 

increased from 25.3 per cent in FY2017/2018 to 25.8 per cent in FY2019/2020. This is attributed to increase 

in economic growth during the same period. There was a decrease in public expenditure as a percentage of 

GDP in FY2020/2021 to 24.7 per cent due to decrease in economic growth attributed to outbreak of Covid-

19. Public expenditure also declined in 2020/21, as a result of revenue shortfall. After several years of 

unsustainable expenditure growth, large fiscal deficits and the accumulation of public debt, the government was 

forced to reduce its budget in 2020/21 by 7 per cent in real terms, in response to the contraction in revenue 

collection caused by the COVID-19 induced downturn. Despite this, the fiscal deficit remained above target at 

over 8 per cent of GDP7. This means that Kenya technically delivered a fiscal stimulus, although this wasn’t 

felt on the expenditure side (it was achieved via temporary tax cuts). Ultimately, the lack of fiscal buffers at the 

onset of the crisis meant that the government response was more muted than in other countries (e.g., 

Bangladesh, Indonesia) which may explain the relatively more sluggish recovery projected for Kenya. The 

 
7 Budget Statement FY 2020/21; 2020/21 BROP 
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government anticipates allocating public expenditure as a percentage of GDP for FY2021/2022 to 

FY2024/2025. These projections are shown in Figure 12. 

Figure 12: Projected Public Expenditure as a percentage of GDP, FY2021/2022 - 2024/2025 

 

Source: BPS (2021) 

Key focus has been on high public expenditure that has pushed the government to borrow to an extent the 

sustainability of Kenya’s debt level is questionable. Going forward, the government projects a decline in public 

expenditure as a percentage of GDP. Development expenditure as a percentage of GDP is expected to remain 

constant at 5.0 per cent from FY2022/2023 to FY2024/2025 given the huge Big Four Agenda. Furthermore, 

public expenditure cuts are planned over the medium-term as part of the government’s fiscal consolidation 

plan. This would see spending fall to around 22 per cent of GDP by 2024/25 from over 28 per cent in 2016/17. 

Government projections indicate that the government envisages this to be achieved primarily by reducing 

recurrent spending and cutting transfers to counties, while maintaining the development budget at around 5 

per cent of GDP provided in Figure 15. Debt interest payments will inevitably continue to account for 4-5 per 

cent of GDP, but should reduce over the medium term if future deficits can be reined in. Although these targets 

are not impossible to achieve, it remains to be seen whether they are carried forward in upcoming annual 

budgets, given the government’s previous unwillingness to begin consolidation efforts and considering the 

upcoming general election in 2022 

3.1.2 Composition of National Government Expenditure   

Total national government expenditure entails recurrent spending, development spending, County Transfer 

and Contingency Fund. As indicated in figure 9 total government expenditure has been rising steadily but 
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recurrent expenditure has been significantly higher than development expenditure. In 2015/16 the total 

expenditure was 1,804.52 billion and steadily rose to 2,749.50 billion in 2020/21. 

Figure 9: National Government Expenditure at National Level 2015/16-2020/21 in Billions  

  2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 
Total 
Expenditure 

                                      
1,804.52        2,111.90  

      
2,146.84        2,433.71  

       
2,627.48  

       
2,749.50  

Recurrent 
Expenditure 

                                      
1,036.64        1,165.04  

      
1,349.90        1,531.08  

       
1,694.12  

       
1,796.60  

Interest 
                                         
215.33  

         
271.23  

         
323.89           375.72  

          
437.20  

          
495.14  

Recurrent (excl. 
interest) 

                                         
821.31  

         
893.80  

      
1,026.01        1,155.36  

       
1,256.92  

       
1,301.46  

Development 
Expenditure 

                                         
486.66  

         
641.84  

         
469.67           541.88  

          
608.08  

          
553.90  

Transfers to 
Counties 

                                         
276.22  

      
3,050.16  

         
327.27           360.74  

          
325.28  

          
388.85  

Source: (Budget Review and Outlook Paper 2015/16-2020/21). 

FY 2020/21 total expenditure and net lending was Ksh 2,749.5 billion against a revised target of Ksh 2,886.9 

billion, which indicated an under spending of 4.8 per cent from the revised budget. The underperformance in 

spending is attributed low absorption of domestically and externally funded projects and low appropriation in 

aid spending on account of reduced collections. The National Government’s recurrent expenditure FY 2020/21 

amounted to Ksh. 1,796.6 billion against a target of Ksh 1,819.6 billion whereas the development expenditure 

amounted to Ksh. 553.9 billion against a revised target of Ksh 668.2 billion. FY 2020/21 recurrent expenditure 

was below target predominantly due to lower than targeted absorption on operations and maintenance by Ksh 

28.7 billion and poor collection of recurrent ministerial A-i-A by Ksh 24.7 billion. Domestic interest payments 

were above target by Ksh 35.7 billion while foreign interest payments were marginally below target by Ksh 1.4 

billion. During the same period, spending on pensions and other consolidated fund services (CFS) was below 

target by Ksh 2.4 billion. 

At the end of FY 2020/21 43.6 per cent of recurrent expenditure was utilized by the following ministries 

including state Department for Early Learning and Basic Education, State Department for University 

Education; Teachers Service Commission; State Department for Vocational and Technical Training and the 

Ministry of Health (Social Sector). Additionally, the State Department for Interior and the Ministry of Defense 

accounted for 10.3 per cent and 8.9 per cent of total recurrent expenditure, respectively.  

It is important to note that FY 2020/21 the State Department for Infrastructure accounted for the largest share 

of the total development expenditure (21.7 per cent), followed by the State Department for Transport (11.1 per 

cent), Ministry of Water and Sanitation (10.5 per cent), State Department for Energy (8.8 per cent), and the 

Ministry of Health (6.7 per cent). Recurrent expenditure as a percentage of GDP has also been higher as 



 

 

20 |  2022/23 Annual National Shadow Budget by IPFK™ 

compared to development expenditure as a percentage of GDP. This implies that the government is investing 

less on development activities which will yield returns in the future. Notably FY 2002/21, the highest 

development expenditure was spent on infrastructure, but evidence shows such investments yield return in the 

long run.  

Figure 10: Recurrent and Development Expenditure as a % of GDP 

 

Source: Budget Review and Outlook Paper 2015/16 -2020/21 

If the government executes the fiscal consolidation plan, huge expenditure cuts will be experienced by ministries 

and state departments and thus service delivery will be negatively affected. In addition, it is likely that less will 

be spent in development activities due to the high interest rate payments on existing debt. The government 

should therefore implement the fiscal consolidation plan cautiously in order to ensure quality service delivery 

at reduced expenditure levels.  

3.1.3 Composition of National Government Revenue  

Total revenue as a percentage of GDP has been relatively stable until 2018/19. Due to the adverse economic 

conditions that related to the Covid-19 pandemic, FY2019/20 recorded 1.1 per cent decline relative to the 

previous financial year. A further decline was recorded in 2020/21 to 15.8 per cent but as the economic recovery 

resulted to 16.5 per cent growth in 2021/22. It is further evident from Table A that ordinary revenue remains 

high compared to Appropriation-in-Aid. 

Table A: Aggregate revenue composition, % of GDP 

 
2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 

Total Revenue 17.4 17.8 17.1 17.5 16.4 15.8 16.5 

15.4% 15.2% 15.9% 16.3% 16.6% 16.1%

7.3% 8.4%
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Ordinary 

Revenue 

16.0 16.2 15.3 15.4 14.8 13.8 14.3 

Appropriation –

in –Aid 

1.4 1.7 1.8 2.1 1.5 2.0 2.1 

Further, a breakdown of national government revenue in Figure 1Figure 13 shows that income tax contribute 

the largest share of revenue followed by VAT. Surprisingly, Kenya is a huge importer yet import duty remain 

significantly low. 

Figure 13: Revenue composition, % of GDP 

 

3.1.4 Fiscal Deficit 

Kenya has been running huge budgets with expenditure that highly surpass revenue collected. This has led to 

a sharp rise in fiscal deficit from 7.4 per cent of GDP in 2016/17 to 8.7 per cent in 2020/21. The trend in 

unsustainably high fiscal deficit requires no further delay in the government taking a path to fiscal consolidation. 

A trend in fiscal deficit is shown in Figure 13. 
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Figure 14: Fiscal Balance as a percentage of GDP 

 
Source: BPS (2021) 

On average, for the last four financial years, Kenya has been experiencing a fiscal deficit of 8.0% of GDP. As 

a result of the COVID-19 pandemic, fiscal consolidation plans were further postponed until 2021/22. Notably, 

forecasts across the board suggest it will now largely be deferred another year, from which point a rapid 

reduction in the fiscal deficit is planned. From a high of almost 8 per cent of GDP in 2019/20, the fiscal deficit 

is projected to 4.1 per cent by 2023/24.8 The optimistic projection in revenue rise is anchored on the continuous 

efforts to widen the tax base and the stringent measures aimed to curb tax evasion. Moreover, the government 

seeks to restrict growth in recurrent spending and double its effort in domestic resource mobilization. The 

Government has also been cutting down on non-priority expenditures such as: hospitality, training, travel and 

freezing of employment in non-priority sectors in order to manage the public wage bill. As much as the 

government seeks to undertake the fiscal consolidation path the previous government’s track record shows that 

the government has consistently failed to achieve its revenue and fiscal deficit targets over the last few years; to 

do so this time they would have to reverse Kenya’s declining revenue to GDP ratio and cut spending, even as 

high debt servicing costs continuing take up almost a quarter of revenue collections. Therefore, the government 

may be forced to change direction, given the rising burden of public debt and the increasing difficulty and cost 

in financing large fiscal deficits. 

As a result of the measures applied, the Kenya Revenue Authority reported a surpassed revenue target in 

2020/21 with a surplus of Ksh.16.81 billion. Improved revenue performance in 2020/21 was attributed to a 

growth of 3.7 per cent from corporate tax due to increased remittances from agriculture, Energy and 

construction sectors which grew by 31.9per cent, 222.7per cent and 33.1 per cent respectively, withholding tax 

grew by 3.8%, PAYE declined by 9.3 per cent due to the COVID -19 tax containment measures. Notably, 

 
8 Budget Review and Outlook Paper 2021 
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Customs and Borders collected Ksh. 624.77 billion whereas Domestic Taxes Department collected Kshs. 1.04 

billion.9  

The general decline in revenue between FY2017/18 to FY2019/20 is attributed to numerous tax incentives, 

which have eroded the tax base. According to the tax expenditure report released by the National Treasury in 

2021, tax expenditures and exemptions are estimated to cost Kenya 5-6 per cent of GDP each year which is 

the size of the entire primary deficit10. In addition, the formal sector has been losing share of the economy 

relative to the faster growing informal economy, which now accounts for over 80 per cent of total employment 

and, critically, pays much less tax than the formal sector Economic Survey (2021).  

Kenya’s fiscal deficit to GDP was estimated at -10.75 per cent during the FY2016/17. During the same period, 

fiscal deficit was estimated to have reduced by 2.75 per cent to -8 per cent by the FY2020/21. Despite numerous 

statements on the government’s commitment to maintain Kenya’s debt to sustainable level, inadequacy of 

government revenue to cover the ever-increasing government expenditure has led to expected rise in fiscal 

deficits. As shown in Error! Reference source not found., revision to fiscal deficit estimates shows a 

significant rise from -7.2 per cent in the original BROP in the FY2017/18 to a high of -9.4 per cent as revised 

for the FY2020/21. The increase in fiscal deficit for the FY2020/21 is largely attributable to the unfavorable 

economic condition that was caused by COVID-19 pandemic. Expenditure, especially in the health sector, 

increased significantly at a time when adverse effects of the pandemic negatively impacted domestic revenue. 

The implication of widening fiscal deficits is an increase to public debt. Going to the future, the government 

can only revert to the path of sustainable debt by cutting on expenditure and enhancing domestic revenue 

collection. However, cutting on expenditure would result to few or inadequate resources being allocated to key 

sectors such as health, education and agriculture.  

 
9 KRA ANNUAL REVENUE PERFORMANCE FY 2020/2021 
10 National Treasury Tax Expenditure Report 2021 
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Figure 15: Fiscal deficit for the FY2016/17 - 2020/21 

 
Source: (Budget Review and Outlook Paper, 2016- 2021) 

On 10 June, the government presented a record KES 3.7 trillion (around USD 34 billion) budget for the fiscal 

year 2021–2022—which starts on 1 July and runs through 30 June 2022—representing a 9.0% increase over 

the prior year’s KES 3.4 trillion (around USD 33 billion) budget. The blueprint focuses on the recovery from 

the Covid-19 pandemic, while it also features an ambitious fiscal consolidation plan aiming to stabilize debt 

over the medium term. However, the success of the consolidation plan will depend on the effectiveness of 

fiscal policy implementation, as well as the strength of economic growth, which is highly uncertain due to the 

unpredictable evolution of the pandemic11. 

The budget projects total revenues of KES 2.0 trillion or 16.4% of GDP, aiming to collect KES 1.7 trillion in 

tax revenues—a 16% increase over the current fiscal period—which would finance around 50% of the total 

budget. This would yield a deficit of 7.5% of GDP, down from the shortfall of 8.7% of GDP estimated for this 

fiscal year. Moreover, the fiscal consolidation plan aims to reduce the deficit further to 3.6% of GDP in FY 

2024–2025. To finance the deficit, the government aims to borrow KES 271 billion, or 2.2% of GDP, through 

external financing and the remaining amount, equivalent to 5.3% of GDP, through domestic financing. 

Although the government noted that public debt remains sustainable, it poses a major challenge, as debt 

servicing costs are projected to amount to roughly KES 1.2 trillion in the coming fiscal year. Given the 

governments a track record on budget deficit as shown in table 2 and ineffective fiscal policy implementation, 

the ambitious multi-year fiscal consolidation plan will prove difficult to achieve. Moreover, high debt and 

interest rate burdens increase financing risks.  

Table B: Deficit in the Budget 2016/17- 2021/22 

 
11 Budget Review and Outlook paper 2021 
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  2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 

Deficit in the Original 

Budget 

-10.75 -7.2% -6.3% -6.3% -8.0% -8.0% 

Deficit in the Revised 

Budget 

11.7% -7.8% -8.0% -9.3% -9.4%  

Deficit in the Outturn -8.7% -7.3% -7.8% -8.2% -8.7%  

Source: (Budget Review and Outlook Paper, 2016- 2021) 

3.2 County Governments 

3.2.1 Own Source Revenue 

County governments are not meeting their revenue targets and rely largely on equitable share from the National 

government. The underperformance in revenue mobilization as shown in Figure 11 is attributed to capacity 

constraints with most counties lacking skills to forecast and collect revenue effectively12. In 2019-20, the 

counties expected, on average, 88 per cent of their revenues to come from the national government, with only 

12 per cent of their expenditures planned to be financed by own source revenues (OSR).i Over-reliance on 

block transfers (known as ‘equitable share’) by the county governments affects service delivery of critical 

services due to late disbursements. In the fiscal year 2020/21, counties faced a cash crisis as they did not receive 

any equitable share in the first quarter, due to a political stalemate concerning reform of the formula used to 

determine allocations. Furthermore, counties have consistently failed to meet OSR targets in recent years – on 

average, around 65 per cent of target between 2015/16 and 2019/20.13 

It is important to note that adequate mobilization of OSR is key to counties’ ability to provide public goods 

and services, achieve development goals and eradicate poverty. In the face of increasing expenditure needs and 

rising public debt, enhanced Own source revenue mobilization will enable counties bridge funding gaps 

occasioned by inadequate disbursements from the national government. Moreover, strengthening OSR 

mobilization can improve fiscal autonomy through more predictable access to revenue, thereby allowing 

counties to have greater ownership and control over their development agenda14.  

 
12 ICPAK, 2021 
13 Commission on Revenue Allocation, Counties Efforts Towards Revenue Mobilization (2021) 
14 CRA 2021 
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Figure 16: Own Source Revenue Mobilization Across Counties 

 

Source: (OCOB, 2021). 

3.2.2 County Government Revenue Composition 

County revenue comprises of OSR, Grants and Equitable share. As shown in Figure 12, the highest source of 

revenues to the County governments is transfers (Equitable Share) from the national government. National 

Government allocation to County Governments is in the form of equitable share and conditional grants. In the 

8 last years between financial years 2013/14 and 2020/21, the share of revenue counties raised to fund their 

budget constitute between 9 per cent and 12 per cent making transfers from National Government to be 

between 88 and 91 per cent of total revenue received by County Governments15. 
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Figure 17: County Revenue 

 

Source: (OCOB 2013-2021). 

As indicated in figure 12, county governments highly rely on equitable share as a key source of revenue to 

finance their expenditure. With previous experiences of delayed disbursements to county governments, the 

existing high debt situation and the fiscal consolidation plan, county governments are likely to fail to meet their 

expenditure needs if they fail to increase their other sources of revenue. It is therefore important that the county 

governments should enhance their revenue mobilization strategies. 

3.2.3 County Development and Recurrent Expenditures 

The schedule four of the constitution 2010 outlines the various functions to be performed by both the national 

and county government. Given that expenditure follow functions, table A below gives a breakdown of county 

governments’ recurrent and development expenditure.   

Table C: Trends in County Expenditures for the period between 2015/16- 2020/21 

Economic breakdown -Counties consolidated expenditures 
    

KES million             

  2015/16 2016/17 2017/18 2018/19 2019/20 2020/21  

County Government - recurrent 

   

191,876.46  

   

215,714.29  

   

227,945.45  

   

268,999.11  
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281,945.75  
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County Government - 

development 

   

103,421.22  

   

103,341.57  

     

65,060.79  

   

107,435.60  

   

104,514.97  

   

116,068.38  

CG Recurrent % CG total 65% 68% 78% 71% 73% 71% 

CG Development % CG total 35% 32% 22% 29% 27% 29% 

Source: Controller of Budget (2015-2021). 

In 2015/16 recurrent expenditure as a percentage of total county expenditure was 65 per cent, it rose to 68% 

in the year 2016/17 and further 78 per cent in 2017/18 and declined to 71 per cent in 2020/21. On the other 

side, the development expenditure as percentage of total county expenditure was 35% in 2015/16, it has been 

declining over the period and the lowest development expenditure was experienced in the year 2017/18 at 22 

per cent. In 2020/21 the development expenditure as a percentage of total county expenditure was 29 per cent. 

The PFM act 2012 requires section 107 (b) requires that over the medium term, 30 per cent of county budgets 

should be allocated to development expenditure and 70per cent should be allocated to recurrent expenditure. 

It is evident that from the year 2017/18 the total development expenditure has been lower than the standard 

provided by the PFM act 2012 and the recurrent expenditure has been higher than the required threshold of 

70 per cent. County governments should ensure that more is allocated for development expenditure to promote 

returns on investment and eliminate unnecessary recurrent expenditures. 

3.3 Key Observations and Recommendation  

• In most of the recent past years, actual revenue collection has been less than the targeted amount even 

though the level of expenditure has been increasing. As a result, in each year Kenya has been facing fiscal 

balance deficit, but this deficit has been decreasing due to increased growth in GDP. To finance this deficit, 

Kenya has been involving itself in huge external borrowing resulting to increased risk of debt sustainability. 

• Enhanced Own Source Revenue mobilization should be encouraged since it will enable counties bridge 

funding gaps occasioned by inadequate disbursements from the national government. Moreover, 

strengthening OSR mobilization will improve Counties’ fiscal autonomy. 

CHAPTER FOUR: PUBLIC DEBT 

4.1 Public Debt Situation  

As of June 2021, Kenya’s public debt was Ksh. 7.712 trillion comprising of Ksh. 3.697 trillion Domestic Debt 

and Ksh. 4.015 trillion as External Debt. From Error! Reference source not found., a steep growth in public 

debt is observed. This growth is as a result of high government expenditure that forces the government to 

resort to more borrowing to finance budget deficits. The high debt is associated with high debt service 

associated with previous high fiscal deficits. Notably, both domestic and international debt market instability is 
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likely to increase the cost of debt and interest rates. The government has put in place measures to cushion the 

country against global risks by ensuring a strong financial system. A firm commitment should be pursued to 

revert the spiraling public debt and maintain sustainable levels. This would save the country from fiscal risks, 

potential macroeconomic instability, exchange rate risks and financial instability. 

Figure 18: Public debt 

 

(CBK, 2021) 

The high debt level in Kenya is likely to constrain Kenya’s ability to finance its large fiscal deficits in the future. 

Particularly, 51% of Kenya’s debt is held in foreign currency leading to fiscal risk due to the depreciation of the 

shilling.  

4.1.1 Domestic Debt 

Domestic debt has increased by 104 per cent over the last five years increasing from Ksh. 1.815 trillion in June 

2016 to Ksh.3.697 trillion in June 2021. The National Treasury has been accumulating more long-term 

domestic debt (Treasury bonds) as compared to short-term debt (Treasury bills) in line with the 2020 and 2021 

Public Debt Management Strategy.  Treasury bonds, as a percentage of public debt, increased to 77 per cent in 

June 2021 from 70 per cent in June 2020. Within the same period, treasury bills reduced from 28 per cent in 

June 2020 to 21 per cent in June 2021. The expected outcome in reducing treasury bills while increasing 

Treasury bonds is a reduction in the roll over risk. 
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4.1.2 External Debt 

External debt has increased by 123 per cent over the last five years increasing from Ksh. 1.803 trillion in June 

2016 to Ksh.4.015 trillion in June 2021. Within this period, Treasury has accumulated more debt from 

commercial creditors as compared to bilateral and multilateral creditors, increasing from 24.9 per cent in June 

2016 to 28.7 per cent in June 2021. 

Table D: External debt by creditor as a percentage of total external debt 

Creditor June 

2016 

June 

2017 

June 

2018 

June 

2019 

June 

2020 

June 

2021 

Bilateral 28.3% 31.0% 31.2% 32.1% 29.7% 28.2% 

Multilateral 45.8% 38.9% 33.9% 31.8% 39.3% 42.6% 

Commercial Banks 24.9% 29.4% 34.2% 35.6% 30.5% 28.7% 

Suppliers Credits 1.0% 0.7% 0.7% 0.6% 0.5% 0.5% 

Source: (Public Debt Management Report, 2021) 

Between June 2020 and July 2021, external debt increased by 15.4 per cent from Ksh. 3.35 trillion to Ksh. 

3.883 trillion. This increase has been attributed to increased disbursements from bilateral and multilateral 

creditors. The increase in multilateral debt stock is due to the government contracting concessional debt from 

the World Bank, International Monetary Fund and the African Development Bank. This is consistent with the 

Medium-Term Debt Management Strategy 2021.  

4.1.3 Debt Service Payment 

Total debt service payment has increased by 99 per cent from Ksh. 392.1 billion in June 2015 to Ksh. 780.6 

billion in June 2021 as shown in Error! Reference source not found.. Of the Ksh. 780.6 billion paid in FY 

2020/2021, Ksh. 234.5 billion was used to settle external debt (both principal and interest) while Ksh. 546.03 

billion was used to settle domestic debt. The total debt service as a percentage of ordinary revenue increased 

from 38 per cent in June 2015 to 50 per cent in June 2021. This means that for every Ksh. 100 collected by 

Kenya Revenue Authority, Ksh. 50 was used to settle public debt. 

Table E: Public debt and debt service 

 Debt Service Jun-15 Jun-16 Jun-17 Jun-18 Jun-19 Jun-20 Jun-21 

External Principal 80,214 36,015 37,256 138,989 265,106 101,600 128,278.00 

External Interest 33,330 42,568 58,367 81,649 103,372 121,840 106,312.00 

Total External Debt 

Service (TEDS) 113,544 78,583 95,623 220,638 368,478 223,440 234,590.00 
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TEDS as a % of Total 

Debt Service (TDS)  29.00% 18.40% 20.60% 36.90% 43.30% 34.30% 30.10% 

Domestic Interest 139,727 172,857 212,865 239,497 272,351 315,453 388,830.00 

Treasury bond 

redemption 138,891 176,153 154,722 138,373 209,242 112,580 157,208.00 

Total domestic debt 

service 278,618 349,010 367,587 377,870 481,593 428,033 546,038.00 

Domestic debt service as 

a % of TDS 71.00% 81.60% 79.40% 63.10% 56.70% 65.70% 69.90% 

Total Debt Service 

(TDS) 392,162 427,593 463,210 598,508 850,071 651,473 780,628.00 

Ordinary Revenue 1,031,819 1,152,544 1,306,568 1,362,063 1,499,757 1,573,418 1,562,015.00 

Export Earnings (goods 

only) 524,992 615,125 583,219 544,666 612,900 596,676.60 680,731.00 

Total Debt Service as a 

% of Revenue 38.00% 37.10% 35.50% 43.90% 56.80% 41.40% 50% 

Total External Debt 

Service as a % of 

Exports 21.60% 12.80% 16.40% 40.50% 60.10% 37.40% 34.40% 

Source: (Public Debt Management Report, 2021) 

4.2 Total Public Debt and External Debt Sustainability Analysis  

Kenya`s debt is sustainable. However, the negative impact of COVID-19 pandemic, exports and domestic 

resources have declined.  These in turn have deteriorated the debt service to exports ratio and the present value 

(PV) of debt to exports ratio as shown in Table D. However, as the impact of the pandemic on the economy 

is expected to ease with the global and domestic vaccinations efforts, these ratios are expected to improve 

significantly. In addition, the Government`s fiscal consolidation path is likely to reduce debt vulnerabilities and 

ensure a stronger debt sustainability in the future. 

Table F: External Debt Sustainability analysis 

Indicators Thresholds 

for Kenya 

2020 2021 2022 2023 2024 2025 

PV of debt to GDP 

ratio 

40 28.7 28.7 28.3 27.3 26.3 25.7 
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PV of debt to exports 

ratio 

180 288.3 255.8 239.2 219.8 204.2 193.6 

PPG Debt service to 

exports ratio 

15 26.5 19.1 22.7 20.1 29.7 18.4 

PPG Debt service to 

revenue ratio 

18 15.5 13.0 15.8 14.0 21.0 13.1 

Source: (KNBS, 2021) 

Overall public debt sustainability analysis  

The witnessed steep rise in public debt has led to an increase in debt service budget in local currency and also 

an increase on the stock of debt without inflows. The ongoing global Covid-19 shock has worsened the debt 

indicators. However, even before the COVID-19 pandemic, Kenya was increasingly exposed to public debt 

vulnerabilities, with public debt rising to over 60 per cent of GDP by 2019, reflecting the inability to contain 

fiscal deficits during a period of strong growth. This ratio was expected to breach 70 per cent of GDP by mid-

2021. Kenya is particularly exposed to vulnerabilities because it has accumulated relatively expensive debt. This 

helps explain why interest payments have increased from 2.2 per cent of GDP in 2010/11 to 4.3 per cent in 

2019/20, the same size as the wages and salary bill of the national government. The IMF downgraded Kenya’s 

debt carrying capacity from strong to medium in April 2021, because of COVID’s economic impact, and 

continues to assess the risk of debt distress to be high – materially much higher than in 2019. Kenya will need 

to revise its legal debt ceiling or breach it by 2022/23. 

Figure 119: Debt Sustainability Analysis 

 

Source (IMF Debt Sustainability Analyses, 2018,2020,2021) 
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Debt has risen much more than planned and Kenya is now assessed to be at a high risk 
of debt distress
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Figure 17 shows IMF debt sustainability analysis as per 2018, 2020 and 2021 estimation. It is evident that the 

risk of debt sustainability as per the 2021 estimation was the highest as compared to that of 2018 and 2020. For 

instance, in the FY2020-2021, risk for debt sustainability as per 2018, 2020 and 2021 estimations were 57.5 per 

cent, 69.1 per cent and 71.5 per cent respectively. This is attributed to increased rate borrowing which has 

resulted to increased debt. This increase in the risk of debt sustainability makes Kenya more vulnerable to future 

shocks since it will not have enough resources to sustain such shocks. For instance, before the pandemic in the 

FY2019/2020, risk of debt sustainability as per the 2018, 2020 and 2021 estimations were 60.0 per cent, 68.7per 

cent and 68.7 per cent respectively. Based on 2020 estimations, the risk increased in the FY2020-2021 to 69.1% 

and is expected to be increasing in the future. Apart from Covid-19 pandemic, other imminent shocks that may 

hit the country include drought and floods as well as fear of elections come 2022 more especially if there will 

be an eruption of post-election violence.  

4.3 Public Debt Projections 

In June 2021, the central bank published total public debt at Ksh. 7,712.39. A high percentage of this debt 

comprised of external debt at 50.9 per cent while domestic formed 49.1 per cent. Between June and December 

2021, public debt grew by 5 per cent. As of December 2021, domestic debt had increased by Ksh. 55.88 billion 

every month up to Ksh. 4,032.37 billion. External debt increased monthly by Ksh. 26.51 billion up to 4,174.37 

billion as shown in Table F. 

Table G: Public debt and exchange rate projections 

  Domestic (Ksh. billion) External (Ksh. billion) Total Exchange Rate 
Jun-21 3,697.09 4,015.30 7,712.39 107.85 
Dec-21 4,032.37 4,174.37 8,062.74 113.14 
% GDP  32.50 33.70 66.20  
% Of total debt 49.10 50.90   
     
IPFK Projection 1     
Feb-22 4,144.13 4,227.39 8,371.52 113.69 
Jun-22 4,367.65 4,333.44 8,701.09  
% Of total debt 50% 50%   
     
IPFK Projection 2  4,306.93   
Jun-22 4,367.65 4,358.64  115.89 
Jun-22 4,367.65 4,385.15 8,752.80 115.89 
% Of total debt 50% 50%     

Source: Central Bank 
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If the government continue to borrow Ksh. 55.88 billion monthly from the domestic market, domestic debt 

will be at Ksh. 4,367.65 by June 2022. Borrowing Ksh. 26.51 billion monthly would raise external debt to Ksh. 

4,333.44 billion. Domestic currency has between December 2021 and February 2022 depreciated by 0.55 against 

the dollar. Assuming that the government maintain a constant rate of borrowing externally and that domestic 

currency continue depreciating constantly at 0.275 monthly against the dollar, external debt would rise to Ksh. 

4,385.15 billion. That is, debt service is going to increase by Ksh. 51.71 billion due to the change in valuation 

effect. In total, public debt would be at Ksh. 8,752.80 billion leaving the government with less than Ksh. 300 

billion borrowing space against the Ksh. 9 trillion ceiling. 

Therefore, there is a looming crisis if the debt ceiling is not adjusted upward, and exchange rate is not 

stabilized. In the FY2022/23, a budget of Ksh. 3,228 billion is projected against a total revenue of Ksh. 2,405 

billion. This results to a deficit of Ksh. 825 billion that can only be financed through borrowing. Failure to 

adjust the debt ceiling would leave the government with no funds to finance development and transfer equitable 

share to the counties after paying for total recurrent expenditure projected at Ksh. 2,136 billion. In the 

FY2021/22, allocation of huge resource to debt service caused serious liquidity challenges. As of December 

2021, county governments had received Ksh. 144.98 billion out of the expected Ksh. 185 billion for the 

FY2021/22. This impedes functions at the county level as there was a delay in the release of 22 per cent of the 

funds. 

4.4 Key Observations and Recommendation 

1. There is a steady increase in Public Debt which the country is currently struggling servicing. Further, 

domestic borrowing weighs heavily on liquidity and risks crowding out private sector and MSMEs, of 

which the government is trying to cushion. There is need for a comprehensive framework to ensure 

accountability in borrowed funds as well as reduce expenditure to bridge the fiscal deficit 

2. As much as the government seeks to undertake the fiscal consolidation path the previous government’s 

track record shows that the government has consistently failed to achieve its revenue and fiscal deficit 

targets over the last few years; to do so this time they would have to reverse Kenya’s declining revenue 

to GDP ratio and cut spending, even as high debt servicing costs continuing take up almost a quarter 

of revenue collections 

3. There is a looming crisis if the debt ceiling is not adjusted upward, and exchange rate is not stabilized. 
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CHAPTER FIVE: SECTOR DEEP DIVES 

This section presents an analysis of expenditure, allocations, performance, and priorities of the following 

sectors: Social Protection, Public Administration and International Relations, Health, General Economic and 

Social Affairs, Energy Infrastructure, and ICT, Agriculture Rural and Urban Development, Governance, 

Justice, Law and Order, and Environment Protection, Water and Natural Resources.  The sectors play a key 

role in supporting domestic policies and function as key pillars that support achievement of Vision 2030, 

Sustainable Development Goals, and the government Big Four Agenda, to Provide Universal Health Coverage, 

Food Security, support for expansion of Industries and Manufacturing, and provision of Affordable Housing. 

Emphasis is also put on the impact of COVID-19 pandemic on the fiscal space and shifted focus in budgetary 

allocations to various departments and programs. In every section, the analysis then draws key findings and 

provides recommendations. 

5.1 HEALTH SECTOR  

The Sector has thirteen (13) Semi-Autonomous Government Agencies (SAGAs) namely, Kenyatta National 

Hospital (KNH), Moi Teaching and Referral Hospital (MTRH), Kenyatta University Teaching Research and 

Referral Hospital (KUTRRH), Kenya Medical Research Institute (KEMRI), Kenya Medical Supplies Authority 

(KEMSA), Kenya Medical Training College (KMTC), National Health Insurance Fund (NHIF), National Aids 

Control Council (NACC), National Cancer Institute of Kenya (NCI-Kenya), Medical Practitioners and Dentist 

Council (KMPDC), The Mathari National Teaching & Referral Hospital (MNTRH), Nursing Council of Kenya 

(NCK) and Kenya Nuclear Regulatory Authority (KNRA). The Kenya Health Human Resource Advisory 

Council (KHHRAC) and the Kenya Health Professions Oversight Authority (KHPOA) are in the final process 

of being considered as SAGAs. 

5.1.2 Expenditure Review 

Budget allocations and expenditures for the period 2018/19 – 2020/21 21 (Ksh Million) 

FY 2018/19 2019/20 2020/21 2018/19 – 2020/21  
Allocat
ion 

Expendit
ure 

Allocat
ion 

Expendit
ure 

Allocat
ion 

Expendit
ure 

Average 
allocatio
n  

Average 
Expendit
ure 

Recurrent 53,199 48,752 76,097 71,221 68,034 66,203 65,777 62,059 
Per cent 62 92 64 94 56 97 61 94 
Develop
ment 31,943 25,782 43,197 36,092 52,864 41,699 42,668 34,524 

Per cent 38 81 36 84 44 79 39 81 
Total  85,142 74,534 119,294 107,313 120,898 107,902 108,445 96,583 
Absorptio
n (%)  88  90  89  89 
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% Of 
Total 
MDAs 
Expenditu
re  

 4.5  5.9  6.0  5.5 

% Of 
GDP  0.80  1.1  1.0  0.94 

Source: GoK Health Sector Working Group Report for the period 2022/23-2024/25 

Health budget increased in nominal terms by 42% between FY 2018/19 and FY 2020/21. The increase 

is larger for the development budget which constitute 44% in FY 2020/21 up from 38% in FY 2018/19.   The 

overall budget allocations and expenditure increase for FY 2019/20 and 2020/21 were driven partly increased 

COVID-19 related expenditures such as payroll cost for COVID-19 health workers, staff medical cost arising 

from COVID-19 related complications.  Another significant driver is the increased need due to the roll-out of 

UHC in 2020 to all 47 after the conclusion of a one-year pilot in four counties in 2019. Lessons from the pilot 

showed an increase in utilization of services from 20 per cent to 50 per cent implying that many Kenyans remain 

unable to access services due to financial constraints.  

Execution of development budget remains low, averaging 81% for the three-year compared to 

recurrent which is at 94% for the same period. In FY 2020/21, about Kshs 13 billion budget that was not 

spent in the sector, Kshs 11billion (86%) was in the development vote. Overall sector budget expenditure has 

relatively stagnated at an average of 89%; eighth per cent points above and five per cent points below   

development and recurrent budgets respectively for the three years under review.    

 

 
Source: GoK Health Sector Working Group Report for the period 2022/23-2024/25, 2022 BPS 
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Total health expenditure as a share of total government increased by 1.5 percentage points to stand at 6% in 

FY 2020/21 up from 4.5% in FY 2018/19 and expected to stagnate for three years and would decline to 5.6% 

in FY 2024/25.   This portion is far below the minimum of 15% provided under the Abuja declaration adopted 

by Kenya. As a share of GDP, the sector expenditure remains at about 1% and is forecast to decline to 0.9 in 

2024/25. In view of these allocations and expenditures, it is difficult to see how UHC can be achieved without 

a substantial increase in government spending.  Improving the execution of the health budget, particularly for 

capital budgets would be a logical place to start. 

5.1.3 Current and Forward Budgets 

Sector Requirements/Allocations (Amount Kshs Million) 
 

Enacted 
budget 

Requirements (Amount Kshs 
Million) 

Allocations (Amount Kshs Million) 

FY  2021/22  2022/23 2023/24 2024/
25 

2022/23 2023/2
4 

2024/25 

Total Recurrent 64,871 92,430 97,386 104,61
7 

69,773 76,728 86,068 

% of Total 54% 48% 49% 48% 56% 55% 54% 
Total 
Development 

56,219 98,250 100,705 113,03
6 

55,779 63,879 71,972 

% of Total 46% 52% 51% 52% 44% 45% 46% 
Total Vote 121,090 190,680 198,091 217,65

3 
125,552 140,607 158,040 

Resource 
allocation as 
share of 
required 

     
66 

 
71 

 
73 

 

Health sector budget is projected to grow in nominal terms but looking at it against projected total 

government budgets and GDP, the growth is constant in real terms and would decline in FY 2024/25 

despite the nominal increase from Ksh. 141 billion to Ksh 158 billion. additionally, the sector gets about 

two thirds of the resource requirement. This will continue to limit achievement of the sector priorities in the 

MTEF period 2022/23 to 2024/25, which include containing the negative effects of the Covid-19 pandemic, 

through case identification, treatment and prevention of transmission, vaccinating the entire adult population 

and continuous health facilities improvement.   

Another critical policy commitment that may be jeopardized is Universal Health Coverage roll out which is to 

be implanted through continuous registration and coverage to reduce out of pocket/catastrophic health 

expenditures. Budget allocations to health are insufficient to meet COVID-19 vaccination needs. The 

budget for FY 2021/22 allocated KSh 14.3 billion for vaccine roll-out.ii This is insufficient, according to the 

National COVID-19 Vaccine Deployment Plan, which aimed to fully vaccinate 10 million adults by December 



 

 

38 |  2022/23 Annual National Shadow Budget by IPFK™ 

2021, 30 million by June 2022.  Recent vaccination data from the ministry of health shows that as of January 

22nd, 2022, about 11.5 million doses had been administered with 5 million fully vaccinated. 

5.1.4 Key observations and Recommendations 

The overall increase in budget allocations and expenditure for 

FY 2019/20 and 2020/21 were driven by increased COVID-

19 related expenditures and increased need due to the roll-out 

of UHC in 2020 to all 47 counties 

Containing the negative effects of the 

Covid-19 pandemic, through vaccinating the 

entire adult population is an important 

priority which should be adequately 

resourced amid fiscal consolidation because 

of its impact across all sectors. 

Removal of financial constraints in health care access during 

the UHC pilot resulted to an increase in utilization of services 

from 20 per cent to 50 per cent implying that many Kenyans 

remain unable to access services due to financial constraints. 

Fasttrack NHIF reforms and ensure 

efficiency and equity in use and distribution 

of resources. 

Execution of development budget remains low, averaging 

81% for the three-year compared to recurrent which is at 94% 

for the same period. about 86% of the overall unexecuted 

health budget is recurrent.  

Improve cashflow to the ministry and timely 

release of donor matching funds to boost 

budget outturns  

Total health expenditure as a share of total government to 

MDAs reached 6% in FY 2020/21 from 4.5% in FY 2018/19 

and expected to stagnate for three years and would decline to 

5.6% in FY 2024/25 despite the nominal increase from Ksh. 

141 billion to Ksh 158 billion.  This portion is far below the 

minimum of 15% provided under the Abuja declaration 

adopted by Kenya.  As a share of GDP, the sector 

expenditure remains at about 1% and is forecast to decline to 

0.9 in 2024/25. 

In view of these allocations and 

expenditures, it is difficult to see how UHC 

can be achieved without a substantial 

increase in government spending.  

Improving the execution of the health 

budget, particularly for capital budgets 

would be a logical place to start. 

 

The sector gets about two thirds of the resource requirement. 

This will continue to limit achievement of the sector priorities 

in the MTEF period 2022/23 to 2024/25, which include 

containing the negative effects of the Covid-19 pandemic, 

through case identification, treatment, and prevention of 

transmission, vaccinating the entire adult population and 

continuous health facilities improvement.   

 

 

To achieve UHC in the medium term,  

This sector should be adequately resourced 

for successful rollout of UHC  
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5.2 SOCIAL PROTECTION, CULTURE AND RECREATION 

This sector consists of 6 sub-sectors: State Departments for Sports, Arts, and Culture, Labour, Social 

Protection, Development of the Arid and Semi-Arid Lands, and State Department for Gender. Social 

protection has three pillars: social security, social assistance, and social health insurance. The Social Protection 

Culture and Recreation (SCPR) sector plays a major role in transforming the country and social development 

by implementing special programmes for Arid and Semi-Arid Lands (ASALs) development. The sector plays a 

significant role in gender equity, harmonious industrial relations, and sustainable development. Other roles 

include: Promoting diverse cultures, arts, and sports to improve Kenya’s regional and international 

competitiveness, empowering vulnerable groups and communities, and safeguarding children’s rights.  

5.2.1 Expenditure Review for the period 2018/19 – 2020/21  

The National MDAs Expenditure in the FY 2020/21 was Kshs. 56,695 million shows a slight increment 

compared to the FY 2018/19, which was 53,057 million. However, the total expenditure as per cent of GDP 

reduced from 3.8 per cent in FY 2019/20 to 3.2 per cent in FY 2020/21. 

Table 2: Expenditure Review-2018/19-2020/21 

  APPROVED BUDGET 
(Ksh. Millions) 

ACTUAL 
EXPENDITURE (Ksh. 

  
Absorption Rate         Millio

ns)     

  2018/19 2019/20 2020/2
1 

2018/1
9 

2019/
20 

2020/
21 

2018
/19 

2019
/20 

2020
/21 

Development of 
the ASALs 

              
6,419 

          
6,647  

     
8,736 

       
6,305 

       
5,796  

       
7,851 98% 87% 90% 

Sports             
11,280  

        
14,962 

     
8,778  

       
4,162 

     
10,862 

       
8,258 37% 73% 94% 

Culture and 
Heritage 

           
4,361 

       
3,909  

  
2,490  

    
4,146 

    
3,733 

    
2,401 95% 95% 96% 

Labour               
3,969  

          
4,088  

     
3,867 

       
3,237 

       
3,803 

       
3,370 82% 93% 87% 

Social Protection             
31,685  

        
43,374 

   
32,735 

     
31,301 

     
40,946 

     
31,505 99% 94% 96% 

Gender               
4,248 

          
4,307 

     
3,343 

       
3,910  

       
4,009 

       
3,312. 92% 93% 99% 

GRAND TOTAL          
61,960  

     
77,289 

   
59,948  

   
53,057 

   
69,147 

   
56,695 86% 89% 95% 

Total Expenditure 
(% of GDP)    3.2% 3.8% 3.2%    
Total 
Expenditure (% 
of Total 
government 
expenditure) 

   0.6
% 

0.7
% 0.5% 

   
Source: National Treasury 
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The Social Protection sector approved budget expenditure reduced from Kshs 61,960 million in the FY 

2018/19 to about Kshs 59,948 million in FY 2020/21. This was primarily due to limited financial constraints 

and competing needs in the economy due to the impact of Covid-19. The government thus was not able to 

fully implement the Social Protection department priority for helping vulnerable persons and people with 

disabilities through cash transfers. They had a target of offering cash transfers to 1,165,809 households but 

successfully submitted to 1,270,500 persons. Therefore, this indicates that 104,691 persons did not receive the 

cash transfers as targeted in the Medium-Term III priorities for social protection. The Sports Department 

allocations also reduced approved budget expenditure from Kshs 11,280 million in FY 2018/19 to Kshs. 8,778 

million in FY 2020/21. This is also mainly attributed to a drop in receipt of the Arts and Social Development 

Fund due to the Covid-19 pandemic. The department that received the least decrease was the Labor sector 

from Kshs 3,969 million in FY 2018/19 to about Kshs 3,867 million in FY 2020/21. 

Social Protection sector actual expenditure in nominal terms increased from Kshs 53,057 million in FY 

2018/19 to Kshs 69,147 in FY 2020/21. This is due to the government commitment of gender equality and 

therefore introduction of the Gender Equality Fund (GEF) to end Gender Based Violence (GBV). The Ministry 

of Gender thus incorporated the commitment for implementation in FY 2020/21 and expressed commitments 

to have it carried forward in subsequent financial years. 

Absorption rate has relatively stagnated at 90%. The labor section had the least budget absorption rate in 

2020/21 despite the workers' cry due to layoffs during the Covid-19 pandemic. This was due to delays in 

allocations made by World Bank to the Kenya Youth Employment Opportunity Program (KYEOP).  

5.2.2 Current and Forward Budgets 

Social Protection plays a significant role in achieving the Big Four Agenda and Medium-Term Framework III. 

Other sector priorities in the FY 2022/23 to 2024/25 include construction of an ultra-modern national library, 

continuing the fight against FGM, skincare for persons with albinism, implementing Kenya National Social 

Inclusion Project and promoting and developing sports, arts, and social development including UHC. 

Table 3: Analysis of Requirement and Allocation, 2021/22-2024/25 

 

FY 
2021
/22 FY 2022/23 FY 2023/24 FY 2024/25 

Programme 

 
Esti
mate
s  

 
Requi
reme
nt  

 
Allo
catio
n  

 
Gap  

 
Requi
reme
nt  

 
Allo
catio
n  

 
Gap  

 
Requi
reme
nt  

 
Allo
catio
n   Gap  

State Department for 
Arid & Semi-Arid 
Lands 

10,14
1.21 

13,522
.62 

9,869
.93 

    
(3,65
2.69) 

10,437
.33 

7,624
.30 

    
(2,81
3.03) 

9,087.
28 

8,235
.56 

        
(851.
72) 
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Source: (National Treasury 2021) 

Sectoral allocation is expected to increase in nominal terms from 72,194 million in the FY2021/22 to 

about 79, 027 million in FY 2024/25. Table 3 indicates a gap of about 713 million between the estimated 

budget in FY 2020/21 and the estimated amount to be collected in FY 2021/22. Although amounts are 

increasing, the allocations are still relatively low to cover ongoing projects under SCPR, such as the five regional 

stadia and three national stadia. Given the likelihood of inflation, increment on goods supply, and time value 

of money, the amounts are thus too low to handle current government projects. Therefore, increased allocations 

are needed to enhance the completion of the stipulated vital priority projects.  

5.2.4 Key Observations and Recommendations 

Observations/Findings Recommendation 

The Social Protection sector approved budget 

expenditure reduced from Kshs 61,960 million in 

the FY 2018/19 to about Kshs 59,948 million in FY 

2020/21 respectively. The government thus was not 

able to fully implement the Social Protection 

department priority for helping vulnerable persons and 

people with disabilities through cash transfers. They 

had a target of offering cash transfers to 1,165,809 

The National Treasury should source for 

alternative and more funding to enable the increase 

of the expenditure across social protection and 

cover all on-going projects. 

  

 

State Department for 
Sports 

16,48
6.64 

27,439
.56 

17,38
8.45 

 
(10,0
51.1
1) 

28,425
.41 

17,67
6.32 

 
(10,7
49.0
9) 

26,416
.45 

18,64
9.97 

    
(7,76
6.48) 

State Department of 
Culture and Heritage 

2,987
.09 

6,161.
52 

3,027
.73 

    
(3,13
3.79) 

6,492.
57 

3,166
.78 

    
(3,32
5.79) 

6,263.
12 

3,237
.05 

    
(3,02
6.07) 

State Department for 
Labour 

5,343
.49 

5,358.
86 

3,373
.20 

    
(1,98
5.66) 

5,511.
87 

3,161
.80 

    
(2,35
0.07) 

5,943.
05 

3,314
.83 

    
(2,62
8.22) 

State Department for 
Social Protection 

33,56
8.06 

52,674
.19 

34,27
1.87 

 
(18,4
02.3
2) 

58,696
.90 

39,00
5.77 

 
(19,6
91.1
3) 

63,517
.54 

41,24
9.82 

  
(22,2
67.72
) 

State Department for 
Gender 

3,667
.81 

6,416.
82 

3,976
.35 

    
(2,44
0.47) 

6,914.
91 

4,150
.94 

    
(2,76
3.97) 

8,131.
21 

4,340
.26 

    
(3,79
0.95) 

SECTOR 
REQUIREMENT 
TOTAL 

72,19
4.30 

111,57
3.50 

71,90
7.53 

 
(39,6
65.9
7) 

116,47
8.90 

74,78
5.91 

 
(41,6
92.9
9) 

119,35
8.65 

79,02
7.49 

  
(40,3
31.16
) 
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households but successfully submitted to 1,270,500 

persons. 

 

Social Protection sector actual expenditure in 

nominal terms increased from Kshs 53,057 million 

in FY 2018/19 to Kshs 69,147 in FY 2020/21. This is 

due to the government commitment of generation 

equality and therefore introduction of the Generation 

Equality Fund (GEF) to end Gender Based Violence 

(GBV). 

 

Prioritize the Medium-Term III priorities for social 

protection as stipulated in the sector working 

group reports. Among the priority projects was 

ending female genital mutilation by 2022. 

Therefore, the government needs to implement 

expressed commitments in subsequent financial 

years. 

Absorption rate has relatively stagnated at 90%. 

The Labor section had the least absorption rate of 

87%. The labor section had the least budget absorption 

rate in 2020/21 despite the workers' cry due to layoffs 

during the Covid-19 pandemic. 

The National government needs to uphold budget 

credibility by ensuring the budget is implemented 

as approved. Furthermore, more scrutiny needs to 

be done on reasons leading to low-budget 

execution. There is an utmost need to increase 

absorption rates in the Labor department to 

enhance employment opportunities and reduce the 

impact of Covid-19 on employees that were laid 

off. 

Sectoral allocation is expected to increase in 

nominal terms from 72 billion in the FY 2021/22 to 

about 79 billion in FY 2024/25. Although amounts 

are increasing, the allocations are still relatively low to 

cover ongoing projects under SCPR, such as the five 

regional stadia and three national stadia. 

Fast track ongoing projects such as the 5 regional 

stadia and 3 national stadia to minimize on future 

expenditure, inflation rates and ensure Kenyans 

start benefitting from the stadiums being built. 

 

5.3 PUBLIC ADMINISTRATION AND INTERNATIONAL RELATIONS (PAIR)  

Public Administration and International Relations Sector offers oversight and policy direction, national 

leadership and promotes foreign relations. The sector comprises of the following subsectors: The Presidency, 

State Department for Devolution, Ministry of Foreign Affairs, State Department for Public Service, Executive 

Office of the President, State Department for Planning, State Department for Youth, The National Treasury, 

Commission on Revenue Allocation, Public Service Commission, Salaries and Remuneration Commission, 
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Auditor General, Controller of Budget, National Assembly, State Department for Public Service and 

Commission on Administrative Justice.  

PAIR aligns with the Medium-Term III plans of the Kenya Vision 2030 in promoting a dynamic and inclusive 

sustainable development by strengthening administration of public services in all sectors of the government. 

The sector also provides direction and leadership, oversees legislation process nationally and human resource 

sector in the public service domain.  It further promotes national policy formulation, monitoring and evaluation, 

implementation, devolution oversight, resource mobilization, and oversight on use of public resources and 

service delivery. The key mandate for the PAIR sector is to provide overall leadership in the implementation 

of national policy, responsible for national statistics management and economic planning, policy monitoring 

and economic trends, evaluation and goals development, devolution coordination, legislation, oversight and 

implementation and carrying out audits funded from public funds. 

5.3.1 Expenditure Review, FY2018/19 – 2020/21 

This section analyses expenditure on approved budget and the absorption rates by the PAIR Sector between 

2018/19 and 2020/21. 

Table H: Expenditure Review, 2018/19-2020/21 

  APPROVED BUDGET Absorption Rate Avera
ge 

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

2019/
20 

2020/
21   

Executive Office of the 
President 

10,668.0
6 

16,473.5
6 

40,937.3
9 91% 78% 79% 83% 

 State Department for 
Devolution 

44,919.8
4 5,224.95 9,185.25 96% 90% 94% 93% 

Ministry of Foreign Affairs 18,352.7
0 

18,251.6
3 

17,332.3
7 97% 96% 97% 97% 

The National Treasury 64,864.8
7 

77,973.1
9 

114,525.
73 85% 96% 94% 92% 

State Department for Planning 11,952.1
6 

55,264.0
6 

59,172.7
7 89% 74% 100% 88% 

State Department for Public 
Service 8,367.88 8,980.10 15,622.9

2 96% 92% 98% 95% 

State Department for Youth 17,554.1
0 

21,923.1
5 3,402.89 93% 98% 93% 95% 

Commission on Revenue 
Allocation 412.92 364.66 318.94 97% 99% 98% 98% 
Public Service Commission 1,254.09 2,375.60 2,196.03 98% 94% 98% 97% 
Salaries and Remuneration 
Commission 483.2 450.36 459.73 107% 93% 96% 99% 
Auditor General 5,881.90 5,505.37 5,524.57 99% 98% 96% 98% 
Controller of Budget 593.74 678.1 565.8 92% 88% 95% 92% 
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Commission on Administrative 
Justice 492.05 541.77 474.48 95% 97% 97% 96% 

Total 185,797.
51 

214,006.
50 

269,718.
87         

Average       95% 92% 95% 94% 
% of Total MDAs Expenditure 10% 10.50% 13.90%         
% of GDP 1.80% 1.90% 2.20%         

Source: National Treasury 

Between 2018/19 and 2020/21, the budget for PAIR increased while on average the sector had an 

absorption rate of 94 per cent as shown in Table H. Among the departments, the National Treasury 

maintained the highest expenditure to a high of Ksh. 114,525 million in 2020/21 followed by the State 

Department for Planning at Ksh. 59,172 million. Over the three years, budget absorption by the Executive 

office of the President, State Department for Planning, Controller of Budget and State Department for 

Devolution remained below the sector absorption rate on average.  

Further analysis establishes rising trends in the PAIR sector’s expenditure as a percentage of total MDAs 

expenditure and as a percentage of GDP. That is, expenditure as a percentage of total MDAs expenditure 

increased from 10 per cent in 2018/19 to 13.9 per cent in 2020/21. As a percentage of GDP, total expenditure 

for the sector increased from 1.8 per cent in 2018/19 to 2.2 per cent in 2020/21.   

Youth empowerment, mainstreaming youth in national development and promotion of talents has 

remained low because of government’s less commitment as shown by the 84 per cent budget cut for 

the State Department for Youth from Ksh. 21,983 million in 2019/20 to Ksh. 3,402 million in 2020/21.  

5.3.2 Current and Forward Budgets, FY2021/22 – 2024/25 

The total vote for the sector in the FY 2021/22 is Ksh. 294,641 million. Future budgetary allocation is expected 

to increase by Ksh. 15,234 million in 2022/23 and further by Ksh. 113,118 million in 2024/25 in reference to 

the 2021/22 budget as shown in Table I. However, the observed increase in allocations for the next 

(2022/23) and future budget does not meet the sector’s requirement as it remain underfunded by 33 

per cent against the required budget. This will impede implementation of priorities outlined in the Medium-

Term Economic Framework such as youth empowerment. 

Table I: PAIR Requirement versus Allocation, 2022/23-2024/25 

  
FY 
2021/22 FY 2022/23 FY  2023/24   FY 2024/25  

  

Enacted 
budget 

Requir
ement 

Alloc
ation  Gap  

 
Requir
ement  

 
Alloc
ation  

 Gap  
 
Requir
ement  

 
Alloc
ation  

 Gap  
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Recurrent 
Expenditure 

135,307.
55 

250,05
1.85 

146,1
19.62 

103,9
32.23 

335,13
1.11 

208,2
97.22 

126,8
33.89 

388,29
2.29 

233,2
13.21 

155,0
79.08 

Development 
Expenditure 

159,333.
84 

213,85
5.30 

163,7
56.55 

50,09
8.75 

230,48
4.98 

163,5
39.86 

66,94
5.12 

219,91
5.11 

174,5
46.59 

45,36
8.52 

Total vote 294,641.
39 

463,90
7.15 

309,8
76.17 

154,0
30.95 

565,61
6.09 

371,8
37.08 

193,7
79.01 

608,20
7.40 

407,7
59.80 

200,4
47.60 

Rec. as % of 
total vote 46% 54% 47%   59% 56%   64% 57%   

Dev. as % of 
total vote 54% 46% 53%   41% 44%   36% 43%   

% of 
requirement        33%     34%     33% 

Source: National Treasury 

In the current budget (2021/22), 54 per cent of the total vote is allocated to development expenditure. Going 

forward, allocation to recurrent expenditure is projected to increase over development expenditure. Decrease 

in development expenditure will negatively impact completion of projects such as the Construction of 

Multipurpose dam in TARDA High Grand Falls (HGF) and improvement of Masinga Dam Resort to three-

star within the stipulated timeframe.  

5.3.3 Efficiency and Effectiveness of Expenditure 

Given the past expenditures between 2018/19 and 2020/21, a number of projects had been completed such as 

Re-engineering of the IFMIS system and roll out of e-Promis System to Counties and MDAs. However, failure 

by the departments to fully absorb their budgets indicates inefficiency in usage of past resources even as some 

of the departments such as the National Treasury are expecting to increase allocation as part of the Medium-

Term III Framework. In addition, other departments such as the State Department for Devolution, Ministry 

of Foreign Affairs and State Department for Youths remain inadequately funded despite the sector having 

priorities that include youth empowerment, and the e-Promis System to Counties and MDAs. As of 2021/22 

only 11% of set priorities had been achieved. These include the roll-out of the e-Promis System to Counties 

and MDAs, Counties trained on self-assessments and development of capacity building plans and completion 

of improvement works at Harambee House Annex. Also included in the key cost saving areas is the 

rehabilitation of Masinga dam and Lower Turkwel irrigation project aims to reduce food insecurity.  

5.3.4 Key Observation and Recommendations 

Observation/Findings Recommendations 

Priorities for the PAIR sector outlined in the 

Medium-Term Economic Framework such as youth 

empowerment are not likely to be met because 

As part of government’s commitment to address 

challenges such as high youth unemployment, there 
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allocations for the next (2022/23) and future budget 

does not meet the sector’s requirement. The sector 

remains underfunded by 33 per cent against the 

required budget.  

is a need to increase resources allocated to the PAIR 

sector. 

 

Between 2018/19 and 2020/21, the budget for 

PAIR increased while on average the sector had an 

absorption rate of 94 per cent 

 

In the subsequent budgets, the PAIR sectors should 

ensure full utilization of approved budgets to assist 

in completion of ongoing government projects, 

avoid previous delays experienced such as 

operationalization of programmes in the Foreign 

Relations and Diplomacy, and address the need for 

youth empowerment.  

Youth empowerment, mainstreaming youth in 

national development and promotion of talents has 

remained low because of government’s less 

commitment as shown by the 84 per cent budget cut 

for the State Department for Youth from Ksh. 

21,983 million in 2019/20 to Ksh. 3,402 million in 

2020/21.  

Future budgetary allocations should match the 

priorities set by the government in addressing 

challenges faced by the youth. These challenges 

include unemployment, lack of platforms to nurture 

and showcase their talents, and failure to be included 

in national development programs. 

 

5.4 EDUCATION  

The Education sector comprises of the following departments: State Department for Early Learning and Basic 

Education, State Department for University Education, State Department for Vocational and Technical 

Training, State Department for Post-Training and Skills Development, and the Teachers Service Commission 

(TSC) together with their affiliated Agencies and Institutions. The sector’s overall goal is to increase access to 

education and training, improve quality and relevance of education, reduce inequality as well as leverage on 

knowledge and skills in science, technology, and innovation for global competitiveness. It also envisions 

contribution to the achievement of the “Big Four Agenda” by providing the requisite skilled human resources 

and promoting research and development. 

 

5.4.1 Expenditure Review 

This section breaks down information on approved budgets, actual expenditure and absorption rate over 

2018/19 – 2020/21. Table A1 shows a break down by sub-sectors.  
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Table A1: Education sector Approved Budgets, Expenditures and Absorption, FY 2018/19 - 2020/21 

  2018/19 2019/20 2020/21 

Sub Sector 

Appr
oved 
(Kshs
. 
Millio
ns) 

Actual 
Expen
diture 
(Kshs. 
Million
s) 

Absor
ption 

Appr
oved 
(Kshs
. 
Millio
ns) 

Actual 
Expen
diture 
(Kshs. 
Million
s) 

Absor
ption 

Appr
oved 
(Kshs
. 
Millio
ns) 

Actual 
Expen
diture 
(Kshs. 
Million
s) 

Absor
ption 

Basic Education and 
Early Learning 

98,83
8 95,371 96% 94,31

9 87,512 93% 97,15
5 92,123 95% 

Vocational and 
Technical Training 

20,56
9 16,777 82% 23,75

2 17,844 75% 24,68
6 20,538 83% 

University Education 
and Research 

111,8
60 

101,81
3 91% 

123,5
56 

103,13
4 83% 

92,19
9 82,653 90% 

Post Training and 
Skills Development 75 56 75% 122 114 93% 126 122 97% 

Teachers Service 
Commission 

241,1
49 

240,80
8 100% 256,3

51 
256,09
3 100% 275,1

90 
274,65
1 100% 

Total 472,4
91 

454,82
5 96% 498,1

00 
464,69
7 93% 489,3

56 
470,08
7 96% 

% of Total MDAs 
Expenditure   

27.20%   
  

25.60%   
  

26.20%   

% of GDP   4.90%     4.60%     4.20%   
Source: Education Sector Working Group Reports for the FYs 2018/19. 2019/20 and 2020/21 

Analysis of expenditure in the education sector both as a percentage of GDP and total MDAs 

Expenditure reveal there were significant real declines in 2020/21. In the FY 2020/21, expenditure by 

the education sector as a percentage of total MDAs declined by 1 per cent from 27.2 per cent in 2018/19.  Such 

a decline to a key sector is grave as the school enrollment rate has been on the rise. Moreover, a huge 

expenditure would be expected to accommodate the 100 per cent transition of learners.   It also poses a 

challenge to the sector in terms of service delivery, inadequate infrastructure and facilities in learning and 

training institutions and inadequate Human Resources capacity due to the aging workforce, natural attrition, 

resignations as well as re-designations of trained workforce to other professions in the Government therefore 

lack resources to offer training for new staff therefore creating a gap.  

Moreover, the observed decline in expenditure in the education sector over the review period must have 

impeded the achievement of Sustainable Development Goal 4 which aims to ensure inclusive and 

equitable quality education and promote lifelong learning opportunities for all will not be possible. As 

earlier highlighted, sector expenditure trends as a share of GDP have been decreasing for the last three financial 



 

 

48 |  2022/23 Annual National Shadow Budget by IPFK™ 

years from 4.9% in the FY 2018/19 to 4.6% in the FY 2019/20 to 4.2% in the FY 2020/21 and sector 

expenditure as a share of total government expenditure has fluctuated from 27.2% in the FY 2018/19 to 25.6% 

in the FY 2019/20 and to 26.2% in the FY 2020/21 as shown in the table above. 

Digging deeper into sub-sectors shows the Teachers Service Commission has the highest allocation and 

expenditure and it has been rising steadily for the past three financial years from Ksh. 241,149 in the FY 

2018/19 to Ksh. 256,351 in the FY 2019/20 to Ksh. 274,651 in the FY 2020/21 and the absorption rate for 

the three financial years has been 100%. The State Department for Post Training and Skills Development has 

been receiving the lowest allocation at Kshs. 75 million for the FY 2018/19 to Ksh. 122 million for the FY 

2020/21 while the absorption rate has been increasing from 75% in the FY 2018/19 to 97% in the FY 2020/21. 

The Teacher Service Commission has an absorption rate of 100% as compared to the Vocational and Technical 

Training Department which had an absorption rate of 80%. The Vocational and Technical Training 

Department has been revitalized during the period 2017/18-2019/20 in a bid to promote vibrant industry-

institutional linkages in the area of skilling for employability. 

It is also established that bridging the gap between the skills required in the market and what is taught 

in the institutions will remain a mirage unless the revitalized Vocational and Technical Training 

Department increase utilization of allocated budgets. During the period 2017/18-2019/20, the 

department was revitalized to promote vibrant industry-institutional linkages in the area of skilling for 

employability, but this department has the lowest average budget absorption rate of 80 per centage. This shows 

that the amount approved in the budget is not disbursed fully to the programme therefore the implication is 

that all planned activities for the sector might not be achieved as planned.  

5.4.2 Current and Future Budgets 

This section outlines the Medium-Term Expenditure Framework (MTEF) budgeted financial requirements and 

the projected allocations for the financial years 2022/23-2024/25. In this analysis, the budget for the FY 

2020/21 is treated as the baseline. The gaps have also been captured to show the disparities in allocations as 

shown in Table A3. 

Table A3: Education Sector Budget Requirement versus Allocation   

Subsector 
Ena
cted 

Requir
ement 

Alloc
ation 

Gaps Requi
reme
nt 

Alloc
ation 

Gaps 
Requir
ement 

Alloc
ation 

Gaps 

  
2021
/22 

2022/
23 

2022
/23 

 2023/
24 

2023
/24 

 2024/
25 

2024
/25 

 

Basic Education and 
Early Learning 

103,
291 

180,78
1 

101,7
48 

        
(79,0
33) 

   
224,3
39  

   
111,7
40  

    
(112,
599) 

   
225,98
1  

   
111,1
64  

    
(112,
599) 
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Vocational and 
Technical Training 

23,2
95 36,498 

25,40
7 

        
(11,0
91) 

     
30,88
2  

     
23,81
7  

      
(7,06
5) 

     
29,207  

     
24,40
2  

        
(4,80
5) 
 

University Education 
and Research 

95,4
13 

171,01
7 

96,84
8 

      
        
(74,1
69) 
 

   
183,9
32  

   
102,2
78  

       
      
(81,6
54) 
 

   
200,69
4  

   
113,4
23  

       
     
(87,2
71) 
 

Post Training and 
Skills Development 268 958 402 

         
              
(556) 
 

        
1,012  

           
541  

          
            
(471) 
 

        
1,093  

           
550  

           
(543
) 
          

Teachers Service 
Commission 

281,
704 

311,30
9 

291,6
09 

           
        
(19,7
00) 
 

   
319,2
54  

   
299,8
88  

          
      
(19,3
66) 
 

   
327,13
4  

   
308,2
39  

          
     
(18,8
95) 
 

TOTAL 
503,
971 

700,56
3 

516,0
14 

           
(184, 
549) 

   
759,4
19  

   
538,2
64  

    
(221,
155)      

   
784,10
9  

   
557,7
78  

(224, 
113)          

Source: MTEF Education Sector Working Group Report for the FYs 2020/2021- 2024/25 

The overall budget for the education sector is set to grow by 2% from Kshs 503,971 million in the FY 2021/22 

to Kshs 516,014 million in the FY 2022/23. The highest budget growth is observed in the Post Training and 

Skills Development subsector at 50% representing Kshs. 134 million. Projections in the medium-term project 

an overall increase in allocation of all subsectors and the total overall allocation as compared to the enacted 

budget, that is, from Kshs. 503,971 in the FY 2021/22 to Kshs. 516,014 in the FY 2022/23 to Kshs. 538,264 

in the FY 2023/24 and the highest projection in allocations being Kshs. 557,778 for FY 2024/25. Carrying out 

a comparison between the absorption rates for the last three financial years which had an average of 95%, the 

projection that there might be a large increase in expenditure might not be true considering the general decline 

in the allocations in various sectors.  

Notably, there are gaps between requirements and allocations to all the departments for the next three years. 

For the FY 2022/23, 74% has been allocated as compared to the requirement to the sector, in the FYs 2023/24 

and 2024/25, 71% has been allocated as compared to the requirement. This is a very worrying trend since it 

means that achievement of the requirements of the department will not be possible, and it might have a negative 

impact on the achievement of the sector priorities and the Domestic Policy Commitment by the country. 

Although allocation to the education sector has a 2 per cent increase in the FY 2022/23, the sector is 

still underfunded by 26 per cent considering the sector’s requirement for the year. As a result, a strain 

on facilities at the learning institutions, inadequate Covid-19 strategic measures in schools, low teacher-to-

student ratio and poor implementation of the CBC program will be experienced. 
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Highlighting the challenges Covid-19 pandemic caused to the education sector is also important. Due to the 

pandemic, there was a prolonged closure of learning institutions. This affected expenditure in the education 

sector hence low absorption of the budget. However, Covid-19 pandemic presented some opportunities and 

gains to the sector such as, growth through investment in technology, human, and infrastructural capacity to 

reinvigorate the country’s economy, create new skills, reskill, and up-skill its population to play a bigger role in 

economic growth. Consequently, this led to discovery of talents and budding of entrepreneurship; increased 

momentum for online learning and engagements, increased innovation such as production of masks, 

ventilators, Intensive Care Unit (ICU) beds, automatic water, and soap dispensers and sanitizers. In addition, 

there was enhanced attention to personal and general hygiene.  

As part of promoting transparency and accountability, the public and all stakeholders should track whether the 

government has and or will implement some of the following key Post Covid-19 recovery strategies and plans: 

● Enhancement of ICT Integration, digital learning in Special Needs Education, Avail digital learning 

content to TVET trainers,  

● Development of a regulatory framework to ensure a clear quality assurance framework for online 

teaching,  

● Supplying masks, soaps and sanitizers to all learning institutions,  

● Enhancing psychosocial support in learning institutions to help learner come to terms with the ravages 

of the Covid-19 pandemic,  

● Develop Additional infrastructure and refurbish the existing ones, to meet the prescribed health 

measures,  

● Provision of capitation to all learners to cushion them against negative COVID 19 impacts  

● Provision of emergency loans and bursaries to needy students to defray the unprecedented cost arising 

from the COVID disruption.  

● Provision of a stimulus package for the development of student accommodation facilities in 

conjunction with the private sector.  

● Upgrading of university research laboratories with modern research equipment to support medical 

research.  

● In addition, the sector will continue implementing the Big Four Agenda and MTP III programmes and 

project in order to create jobs and reduce poverty among the Kenyans as the most immediate output 

of these programmes. 

5.4.4 Key observations and Recommendations 

Observations/ Findings Recommendations 
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Although allocation to the education sector has a 2 

per cent increase in the FY 2022/23, the sector is still 

underfunded by 26 per cent considering the sector’s 

requirement for the year. 

The sector should match their requirements to the 

plans of the sector so that allocation and absorption 

rate is not so low 

The education sector has not in the highlighted 

priorities captured future strategic responsive 

measures that can mitigate disruptions in case 

pandemics are experienced.  

The sector should have a budget to cushion them 

from future pandemics so that any occurrences will 

not disrupt learning. These funds can be used to 

implement the mitigative measures effectively and 

efficiently so that there is continued provision of 

quality education in the country while the safety of 

learners is guaranteed. For instance, such an 

allocation can been used to train and provide laptops 

to the teachers and students. 

The sector priorities are listed however without 

explicit budgetary allocation to be used in the 

actualization of each priority. 

Explicit allocation of funds to the priority areas 

should be made by the Budget documents( MTEF & 

PBB) 

Bridging the gap between the skills required in the 

market and what is taught in the institutions will 

remain a mirage unless the revitalized Vocational and 

Technical Training Department increase utilization 

of allocated budgets. 

There should be a timely release of funds by the 

exchequer to enable Vocational and Technical 

Training Department utilize the requested funds 

during the budget making. 

Decline in expenditure in the education sector over 

the review period is impediment to the achievement 

of Sustainable Development Goal 4 which aims to 

ensure inclusive and equitable quality education and 

promote lifelong learning opportunities for all 

The government should finance the remaining 26 per 

cent financial requirement by the education to make 

education affordable and in conducive learning 

environments. 

Analysis of expenditure by the education sector both 

as a percentage of GDP and total MDAs 

Expenditure reveal significant real declines by 

2020/21. 

Future budgetary allocations to the education sector 

should be raised to fully address the rising needs for 

this sector. 
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5.5 GENERAL ECONOMIC AND COMMERCIAL AFFAIRS 

The General Economic and Commercial Affairs (GECA) has five state departments namely: Trade, East 

African Community integration, Investment and Industry, and Regional and Northern Corridor. GECA’s 

mandate is centred on industrialization, investment, cooperatives development, trade, and regional integration 

and tourism matters. It is a crucial sector to the Kenya’s development agenda as guided by the Vision 2030, 

Africa Agenda 2030, and the Agenda 2063 on Sustainable Development Goals. 

In brief, GECA aligns to the following strategic goals:  sustainable growth and development of trade, sustainable 

industrial and entrepreneurship development, making the tourism sector vibrant and sustainable, deepening 

and widening regional integration, enhancing basin based and northern corridor development, creation of 

wealth and employment, and building capacity for development of the Sector.  

5.5.1 Expenditure Review, FY2018/19 – 2020/21   

Kenya’s budget for the FY 2020/21 was made and approved at a time when the country was faced with 

unexpected disruptions to economic activities due to the COVID pandemic. To align with economic realities 

and facilitate a robust response to the pandemic, approved budgets to various sectors were reduced. GECA 

was not spared where the total approved budget was reduced by more than Ksh. 6,266 million in FY 2020/21 

as shown in Table A. This is despite the key role played by the sector in the delivery of the ‘Big Four’ Agenda. 

At the department level, all the departments, with the exception of trade, got budget cuts in the FY 2020/21 in 

comparison to the previous year. As seen in Table A, the State Department for Industrialization was the biggest 

casualty with a budget cut of about Ksh. 4,552 million in the FY 2020/21. From 2018/19 – 2020/21, recurrent 

expenditure as a percentage of total expenditure for the sector has been rising from 51.76 in 2018/19 to 58.84 

in 2020/21 as capital expenditure has been declining from 48.24 in 2018/19 to 41.16 in 2020/21. Further 

analysis reveals that the absorption rate increased from 86 per cent in 2019/20 to 93 per cent in 2020/21. 

However, the State Department for Tourism has been having the lowest absorption rates since 2018/19 

compared to the other GECA departments although there was a significant increase from 83 per cent in 

2018/19 to 89 per cent in 2020/21. 

Table J: GECA Approved Budget, Expenditure and Absorption Rates 

  Approved Budget Actual Expenditure Absorption Rates 
  2018/

19 
2019/2
0 

2020/
21 

2018/
19 

2019/
20 

2020/
21 

2018/
19 

2019/
20 

2020/
21 

Trade 1916.2
5 

2796.9
8 

3450.3
9 

1879.2
4 

2650 3382.5
4 

98% 95% 98% 

Recurrent 1644.2
5 

1676.9
8 

2164.8
9 

1629.4
4 

1642.6 2142.3
4 

99% 98% 99% 
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Capital 272 1120 1285.5 249.8 1007.4 1240.2 92% 90% 96% 
Industrialization 6620.0

1 
11178.5
1 

6626.8 5835.0
9 

10397.
84 

6210.9
4 

88% 93% 94% 

Recurrent 3317.0
1 

3408.5
4 

2987.0
4 

3020.4 3366.8
4 

2932.7
1 

91% 99% 98% 

Capital 3303 7769.9
7 

3639.7
6 

2814.6
9 

7031 3278.2
3 

85% 90% 90% 

Tourism 5214.1
9 

9649.2 9555.3
2 

4342.9
9 

6666.3 8518.8
9 

83% 69% 89% 

Recurrent 3774.1
9 

8238.2 6091.1
6 

3426.9
7 

6057.1 5106.0
9 

91% 74% 84% 

Capital 1440 1411 3464.1
6 

916.02 609.2 3412.8 64% 43% 99% 

EAC 912.15 514.6 511.3 899.24 507.4 502.9 99% 99% 98% 
Recurrent 895.9 514.6 511.3 891.7 507.4 502.9 100% 99% 98% 
Capital 16.25 0 0 7.54 0 0 46% 0% 0% 
Regional and 
Northern 
Corridor 

9837 5885 3614.7 8737 5610 3406.3
1 

89% 95% 94% 

Recurrent 2295 2195 2356.8 2259 2120 2274.4
1 

98% 97% 97% 

Capital 7542 3690 1257.9 6478 3490 1131.9 86% 95% 90% 
Total 24499.

6 
30024.
29 

23758.
51 

21693.
56 

25831.
54 

22021.
58 

89% 86% 93% 

Total expenditure 
(% of GDP) 

   0.1% 0.1% 0.0%    

Total expenditure 
(% of Total MDAs 
expenditure) 

   0.5% 0.3% 0.2%    

Source: National Treasury  

Further analysis establishes that GECA has a spending of less than 1 per cent of GDP and of total 

MDAs expenditure. Surprisingly, in the FY 2020/21 the expenditure for the sector as a percentage of GDP 

is close to zero. In the FY 2018/19, the sector had an expenditure of about 0.5 per cent of total government 

expenditure. This allocation reduced to 0.3 per cent in 2019/20 and to a low of 0.2 per cent in 2020/21. A 

downward trend in expenditure is likely due to the reallocation of resources by the government as more resource 

are committed to COVID-19 related responses such as purchase of vaccines, hiring of medical health workers 

and equipping health facilities. 

5.5.2 Current and forward budgets, FY2021/22 – 2024/25 

Enacted budget for the FY2021/22 has Ksh. 20.58 billion for the GECA sector. This has increased by Ksh. 

3.6 billion for the FY2022/23. The set ceiling for the sector for the FY2022/23 in the Medium-Term 

Expenditure Framework has minimized the increment in budgetary allocation to Ksh. 3.6 billion compared to 

FY2021/22. A higher allocation than the amount set in the ceiling would be expected as there is optimism in 
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economic recovery with a projected growth about 6.6 per cent in the year 2022. Although there is an increase 

in budgetary allocation for the FY2022/23, the sector is underfunded by Ksh. 39.3 billion as shown in Table 

K, which is 61.2 per cent of the required funding by the sector. 

Table K: GECA Current and future budgets (Amount in Ksh. million) 

  
2021
/22 2022/23  2023/24   2024/25  

  
Ena
cted 

Requi
reme
nt 

Allo
catio
n  Gap  

 
Requi
reme
nt  

 
Allo
catio
n   Gap  

 
Requi
reme
nt  

 
Allo
catio
n   Gap  

State Department for 
Trade 

4,02
3 8,471 

3,91
2 

    
(4,55
8.99) 

        
8,164  

        
3,02
7  

     
(5,13
7) 

        
9,271  

        
3,59
2  

     
(5,6
79) 

Recurrent 
2,28

4 4,050 
2,37

6 

    
(1,674
.58) 

        
4,693  

        
2,57
7  

     
(2,11
6) 

        
5,069  

        
2,93
9  

     
(2,13
0) 

Capital 1,73
9 4,421 1,53

7 

    
(2,88
4.41) 

        
3,471  

           
451  

     
(3,0
20) 

        
4,202  

           
653  

     
(3,5
49) 

State Dept. for 
Industrialization 

6,38
5 

14,75
8 

6,75
7 

    
(8,00
0.79) 

     
13,52
9  

        
7,76
4  

     
(5,7
65) 

     
11,84
0  

        
9,14
7  

     
(2,6
93) 

Recurrent 
3,11

2 4,584 
3,18

9 

    
(1,395
.29) 

        
5,110  

        
3,39
9  

     
(1,71
1) 

        
5,562  

        
3,78
3  

     
(1,78
0) 

Capital 3,27
3 

10,17
4 

3,56
9 

    
(6,60
5.50) 

        
8,418  

        
4,36

5  

     
(4,0
54) 

        
6,278  

        
5,36

5  

         
(913
) 

State Department for 
Tourism 

5,68
2 

12,17
4 

9,04
2 

    
(3,131
.36) 

     
11,42
0  

        
9,24
7  

     
(2,17
4) 

     
11,80
4  

        
9,66
0  

     
(2,14
5) 

Recurrent 

        
5,20
7  

        
9,542  

        
8,74
0  

        
(801.3
7) 

        
9,700  

        
8,87
5  

         
(825
) 

      
10,18
6  

        
9,12
1  

     
(1,06
5) 

Capital 475 2,632 302 
    
(2,32
9.99) 

        
1,720  

           
372  

     
(1,34
9) 

        
1,618  

           
538  

     
(1,08
0) 

State Department for 
EAC 

609.
82 

1255.
1 

650.
85 

        
(604.
25) 

        
1,481  

           
691  

         
(790
) 

        
1,698  

           
740  

         
(958
) 

Recurrent 
609.

82 
1178.

1 
650.

85 

        
(527.
25) 

        
1,404  

           
691  

         
(713
) 

        
1,621  

           
740  

         
(881
) 

Capital 0 77 0 

          
(77.0
0) 

              
77  

               
-    

           
(77) 

              
77  

               
-    

           
(77) 
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State Department for 
Regional and Northern 
Corridor 

3,88
1 

26,88
2 

3,84
1 

  
(23,0
41.31) 

     
47,21
3  

        
4,23
9  

   
(42,
975) 

     
61,32
5  

        
5,24
2  

   
(56,
082) 

Recurrent 
2,78

5 3,717 
2,87

5 

        
(842.
56) 

        
3,952  

        
3,05
1  

         
(901
) 

        
4,278  

        
3,52
2  

         
(756
) 

Capital 1095
.5 

2316
4.6 

965.
85 

  
(22,19
8.75) 

      
43,26

1  

        
1,18

7  

   
(42,
074) 

      
57,04

7  

        
1,72

1  

   
(55,
326) 

Total 
20,5

81 
63,54

0 
24,2

04 

-
39,33

7 
81,80

7 
24,9

68 

-
56,8

40 
95,93

8 
28,3

81 

-
67,5

58 
Source: National Treasury  

According to Kenya Economic Survey (2021), the contribution of GECA to the GDP is more than 21.93 per 

cent while it also plays a significant role in creating employment opportunities. The Budget Policy Statement 

issued in 2022 highlighted the delivery of “Big FOUR” Agenda and the implementation of post-COVID-19 

Economic Recovery Strategy as top priorities for GECA. Other sector priorities over the FY2020/21 – 

2023/24 include facilitation of growth of domestic Trade and Enterprise Development, spearheading Kenya’s 

strategic participation in the EAC region, creation of an enabling environment to promote and facilitate 

industrial development through value addition and investment, ensuring fair trade practices and consumer 

protection, provision of standards for industrial products and incubation services to support MSMEs, and 

efficiency in service delivery. 

With an underfunding of 61.2 per cent against the sector requirement for the FY2022/23, GECA is not 

likely to meet sector priorities, including the targeted increase in the manufacturing contribution to 

GDP to 15 per cent by 2025. For instance, as shown in Table K, the allocation for industrialization is reduced 

at a time it should be adequately funded to spur the “Big Four” Agenda. Moreover, allocation for Tourism has 

a huge cut instead of allocating more to the tourism sector to accelerate recovery of this sector from the adverse 

COVID-19 impact. Other likely implications due to the reduction on budgetary allocation include cost 

overruns, accumulation of pending bills and delay in the completion of planned projects and programmes.  

Going to the future, the sector ceiling is expected to increase but the funding requirements are not 

met. In the BROP 2021, the ceiling is projected increase to Ksh. 29,579 by the FY 2024/25 as shown in Table 

L. However, the set ceilings reveal that the sector will remain inadequately funded when compared to the GECA 

approved budget of Ksh. 30,024 in the FY2019/20. Inadequate funding is not consistent with GECA’s medium 

term targets. The likely outcome is a slow down to the targeted economic growth and failure to achieve targets 

set by the sector.  
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Table L: GECA Sector Ceilings, FY 2022/23 – FY 2024/25 (Ksh Million) 

 BROP ceiling Projections 

 2022/23 2023/24 2024/25 

GECA 24,203.5 25,853 29,579.4 

Source: National Treasury, BROP (2021) 

5.5.3 Efficiency and Effectiveness of Expenditure 

GECA’s actual expenditure for the period 2018/19 – 2019/20 stood at Ksh. 47,525 million. Utilization of these 

funds enabled the sector to increase the value of wholesale and retail trade from Ksh.601 billion to Ksh.740.4 

billion reflecting a 23% increase, the exportation of goods worth Kshs.1.80 trillion and the seizure of counterfeit 

goods worth Kshs.1.85 trillion. Significant improvements were also realized in the international Tourism 

arrivals and earnings from 1.45 million and Kshs. 119.9 billion in 2017 to 2.04 million and Kshs.163.6 billion 

in 2019 respectively. Furthermore, Rivatex Machinery was modernized to 83% level of completion; investments 

worth Kshs 266.55 billion attracted; infrastructural development at Athi River textile Hub & Kinanie Leather 

parks reached 52% and 35% respectively; construction of Laboratories at KIRDI South B reached 70% 

completion level and equipping of Kisumu Laboratories was completed; Mama Ngina Waterfront was 

developed in Mombasa, an Integrated Fruit and Honey Processing plant was established, installed and 

commissioned in Hola; 324 acres of bamboo farms were established in Mau forest; Frameworks for 

revitalization of Lake Victoria inter-modal transport system with Uganda for Railway, and water vessels were 

developed; Baseline study on the potential of utilization of Lake Victoria as an inland water transport hub was 

conducted and ranking under World Bank Ease of Doing Business improved from 61 in 2019 to 56 in 2020; 

EAC harmonized tariffs; operationalized 3 One Stop Border Post (OSBP) and addressed the Non-Tariff 

Barriers. 

5.5.4 Key Observations and Recommendations 

Observations/Findings  Recommendations 

Total approved budget was reduced by more than 

Ksh. 6,266 million in FY 2020/21 despite the key 

role played by the sector in the delivery of the ‘Big 

Four’ Agenda. The reduction in the sector 

expenditure as a percentage of GDP was almost 

zero in the FY 2020/21, while sector expenditure 

as a percentage of total government expenditure 

The budget for GECA should be increased to 

ensure full implementation of programmes and 

policy measures that create enabling environment 

to businesses and commerce, access to credit to 

avail the required liquidity to the private sector and 

Micro, Small and Medium Enterprises (MSMEs). 

Such measures would ensure a more inclusive 

growth and foster macroeconomic stability at this 
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reduced from 0.5 in the FY 2018/19 to a low of 

0.2 per cent in 2020/21.  

 

time the government has embarked on “Building 

Back Better” following the ravaging effect of the 

COVID-19 pandemic. 

State Department for Industrialization was the 

biggest casualty with a budget cut of about Ksh. 

4,552 million in the FY 2020/21.  

 

There is a need to increase budgetary allocation to 

the State Department for Industrialization to 

promote industrial development, value addition, 

research, development and innovation, trainings, 

business financing and incubation of MSME. In 

return, job creation will receive a boost while value 

addition makes Kenyan produce fetch better prices 

at the international market. 

The State Department for Tourism has been 

having the lowest budget expenditure performance 

(absorption rates) since 2018/19 compared to the 

other GECA departments although there was a 

significant increase from 83 per cent in 2018/19 to 

89 per cent in 2020/21. 

 

Tourism is one of the sectors worst hit by the 

COVID-19 pandemic. Due to the direct and 

indirect impact, massive job and income losses 

have been experienced. To revamp the tourism 

sector that is a key foreign exchange earner to the 

Kenyan economy, the State Department for 

Tourism should increase the absorption of 

approved budgets. 

Sector ceilings have been reducing for recurrent 

and development votes. 

Increase in the sector ceiling for both recurrent and 

development vote is recommended to correspond 

with the mandate of GECA and to ensure 

efficiency in the provision of services.  

 

5.6 GOVERNANCE, JUSTICE, LAW AND ORDER SECTOR (GJLO)  

The GJLO plays a pivotal role in maintaining of law, order and social cohesion. This creates an environment 

that is friendly for economic activities, social and political prosperity. To guide the budgeting process and ensure 

efficiency in execution of functions and fiscal planning, the sector is organized into fourteen (14) sub-sectors, 

twenty (20) Semi-Autonomous Government Agencies (SAGAs), and twenty-one (21) Tribunals, each with 

specific functions and mandates. 

Similar to other sectors, the expectation is GJLO sector to adhere to the Kenyan constitution, and to align with 

the Big 4 Agenda and Vision 2030 when preparing the 2022/23 – 2024/25 Medium-Term Budget. In addition, 

the sector is expected to continue supporting the “building back better” theme as the country implements Post-

Covid Economic Recovery Strategy. 
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5.6.1 Expenditure Review, FY2018/19 – 2020/21   

Between FY2018/19 – 2020/21, approved budget and expenditure remained high for the State Department 

for Correctional Services followed by the State Department for Interior in the second place. National Gender 

and Equality Commission has the least approvals and expenditure followed by the Kenya National Commission 

on Human Rights. Amounts shown in Table M shows that many departments, offices and agencies reduced 

their expenditure in the FY2020/21 compared to the previous financial year.  

Table M : GJLO Approved Budgets versus Actual Expenditure, 2018/19 - 2020/21 (Amount in Ksh. millions) 

  Approved Budget Actual Expenditure Absorption Rate 
  2018/

19 
2019/
20 

2020/
21 

2018/
19 

2019/
20 

2020/
21 

2018
/19 

2019
/20 

2020
/21 

 State Department for 
Interior 

144 
370,0
0 

138 
113,5
3 

133 
409,7
2 

140 
281,4
1 

135 
685,8
9 

132 
405,5
0 

97% 98% 99% 

State Department for 
Correctional Services 

26 
643,8
7 

32 
850,1
1 

27 
124,5
8 

24 
802,3
1 

31 
612,0
9 

25 
934,0
1 

93% 96% 96% 

The Judiciary 
   

  
 

  
   

State Law Office and 
Department of Justice 

4 
748,8
1 

4 
843,2
4 

4 
891,2
1 

4 
271,0
7 

4 
494,7
1 

4 
658,0
4 

90% 93% 95% 

Ethics and Anti-Corruption 
Commission 

3 
207,8
6 

3 
104,6
2 

3 
439,0
0 

3 
153,2
8 

3 
022,1
4 

3 
255,3
3 

98% 97% 95% 

Office of the Director of 
Public Prosecutions 

2 
967,0
0 

3 
281,0
0 

3 
330,0
0 

2 
220,0
0 

3 
106,0
0 

3 
160,2
0 

75% 95% 95% 

Office of the Registrar of 
Political Parties 

1 
071,9
9 

1 
212,1
4 

1 
306,1
2 

1 
016,1
7 

1 
185,1
3 

1 
294,7
9 

95% 98% 99% 

Witness Protection Agency 433,4
1 

481,6
0 

462,4
9 

406,1
2 

477,8
5 

462,0
9 

94% 99% 100
% 

Kenya National Commission 
on Human Rights 

397,8
4 

394,8
0 

373,6
6 

384,7
9 

387,2
9 

365,9
2 

97% 98% 98% 

Independent Electoral and 
Boundaries Commission 

4 
893,0
0 

4 
808,0
0 

5 
383,5
4 

4 
588,0
0 

4 
629,0
0 

4 
997,0
0 

94% 96% 93% 

National Police Service 
Commission 

699,7
5 

645,4
6 

645,2
4 

611,0
0 

624,9
8 

624,4
1 

87% 97% 97% 

National Gender and 
Equality Commission 

361,8
0 

391,2
0 

372,0
1 

345,9
0 

376,1
2 

354,1
9 

96% 96% 95% 

Independent Police 
Oversight Authority 

863,0
0 

820,0
0 

788,0
0 

791,0
0 

787,0
0 

774,0
0 

92% 96% 98% 

Total 190 
658,3
3 

190 
945,7
0 

181 
525,5
7 

182 
871,0
5 

186 
388,2
0 

178 
285,4
8 

96% 98% 98% 

Source: National Treasury 
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Generally, expenditure cut is attributable to the reduction in approved budgets due to the negative economic 

impact of COVID-19. Huge expenditure cut in the FY2020/21 happened at the State Department of 

Correctional Services with over Ksh. 5,678.08 million followed by the State Department for Interior with over 

Ksh. 3,280 million. Overlay, a declining trend in expenditure is observed across all the departments and agencies 

within the GJLOS. It is, however, impressive to note that over the review period 2018/19 – 2020/21, GJLO 

has a remarkable absorption rate of more than 95 per cent in majority of departments and agencies. 

In total, actual expenditure in the FY2020/21 declined by more than Ksh. 8,102.72 million. That is, a decline 

from Ksh. 186,388 million in 2019/20 to Ksh. 178,285 million in the FY2020/21. Moreover, GJLO had 

approved expenditure of Ksh. 181,525.57 million in the FY2020/21 but more than Ksh. 3,240 million was not 

spent.  Although actual expenditure declined, especially in the FY2020/21, the sector had notable achievements 

such as conclusion of 3,575 cases thus dismissing liability worth Kshs.131.7 billion, successfully identification, 

tracing and seizure of approximately assets worth Kshs.5.7 billion, preservation of assets worth Ksh.685 billion, 

forfeiture to the state Kshs.267 million from proceeds of crime and conducted 34 by-elections among others. 

5.6.2 Current and forward budgets, FY2021/22 – 2024/25 

In the baseline year, (that is current FY 2021/22), the Sector has a total allocation of Ksh. 199,400.82 million 

as shown in Table N.  Out of this allocation, an allocation of Ksh. 190,735 and Ksh. 8,666.2 million is made for 

recurrent and capital expenditure respectively. As a share of GDP, the sector has low expenditure of 1.8 per 

cent although it is relatively high to 10.1 per cent of total government expenditure. It is also notable that this 

sector commits 96 per cent of total allocation to recurrent expenditure. 

GJLO remains inadequately funded with a deficit of about 32 per cent of the required budget in the 

FY2022/23. That is, the sector requires Ksh. 319,925.68 million but only an allocation of Ksh. 216,752.73 is 

made available in the FY 2022/23. Because of low ceilings maintained for the GJLO sector, this deficit is 

expected to grow to 33 per cent in the FY 2023/24 and reduce slightly by 2 per cent in the FY 2024/25. It also 

emerges that the Office of the Registrar of Political Parties has the largest funding gap followed by the National 

Gender and Equality Commission, and the National Police Service Commission. When expenditure is 

expressed as a percentage of GDP, allocation for the FY 2022/23 is maintained at 1.8 per cent just like in the 

year 2021/22. A decline in future allocations is projected to a low of 1.4 per cent of GDP by the year 2024/25. 

In terms of GJLO expenditure as a ratio of total government expenditure, the sector comes fourth after the 

education sector, Energy, Infrastructure and Information Communications Technology, and Public 

Administration and International Relations. In the FY2022/23, expenditure for GJLOS is estimated to 10.6 per 

cent of total government expenditure. This is an increase compared to 10.1 per cent in the year 2021/22. 

Projections shown in Table N shows expenditure will fall 8.8 per cent in 2023/24 and further to 8.3 per cent 
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in the year 2024/25. The observed decline in allocations will hinder effective service delivery, impend speedy 

delivery of justice, accumulation of unpaid bills, fines due to late payment of contracts among others. 

Table N: GJLO Current and Forward budgets, FY2021/22 – 2024/25 (Ksh. Million) 

  FY2
021/
22 

FY2022/23 FY2023/24 FY2024/25 

Programme Enac
ted 

Requi
reme
nt 

Allo
cati
on 

Fundi
ng 
Gap 

Requi
reme
nt 

Allo
cati
on 

Fundi
ng 
Gap 

Requi
reme
nt 

Allo
cati
on 

Fundi
ng 
Gap 

State Department for 
Interior and Citizen 
Services 

1385
89.1 

2118
67.19 

142
766.

61 

-33% 2098
75.51 

146
811.

11 

-30% 2141
63.5 

152
400.

54 

-29% 

State Department for 
Correctional Services 

2965
8.23 

5129
3.1 

300
66.0

3 

-41% 5308
2.29 

304
78.2

8 

-43% 5418
2.38 

318
94.0

5 

-41% 

State Law Office and 
Department of Justice 

5159
.65 

6974.
2 

528
7.77 

-24% 7148.
5 

544
0.85 

-24% 7528.
2 

593
9.92 

-21% 

Ethics and Anti- 
Corruption 
Commission 

3326
.02 

6148.
75 

357
8.53 

-42% 6159.
08 

376
9.76 

-39% 6693.
19 

427
9.8 

-36% 

Office of the Director 
of Public Prosecutions 

3276
.24 

4539 342
5.45 

-25% 4728 370
4.82 

-22% 4934 428
0.66 

-13% 

Office of the Registrar 
of Political Parties 

1961
.7 

5969.
85 

203
1.05 

-66% 5529.
76 

204
2.63 

-63% 5533.
72 

208
1.28 

-62% 

 Witness Protection 
Agency 

489.
04 

855.7
2 

514.
07 

-40% 886.6
6 

521.
71 

-41% 975.3
4 

548.
41 

-44% 

Kenya National 
Commission on 
Human Rights 

408.
71 

571.4
9 

414.
36 

-27% 583.1
6 

420.
46 

-28% 623.1
2 

441.
75 

-29% 

Independent Electoral 
and Boundaries 
Commission 

1435
1.69 

2730
1.68 

263
86.8

4 

-3% 8226.
03 

468
8.47 

-43% 5700.
56 

518
9.24 

-9% 

National Police Service 
Commission 

794.
09 

1655.
8 

859.
25 

-48% 1677.
93 

875.
37 

-48% 1709.
15 

930.
81 

-46% 

National Gender and 
Equality Commission 

436.
59 

1086.
9 

438.
17 

-60% 1195.
6 

446.
23 

-63% 1315.
13 

474 -64% 

Independent Policing 
Oversight Authority 

949.
76 

1662 984.
6 

-41% 1829 100
2.1 

-45% 2011 106
2.52 

-47% 

Total 1994
00.8

2 

31992
5.68 

2167
52.7

3 

-32% 3009
21.52 

200
201.

79 

-33% 3053
69.29 

209
522.

98 

-31% 

Total expenditure (% of 
GDP) 

1.8%  1.8
% 

  1.5
% 

  1.4
% 

 

Total expenditure (% of 
total MDAs 
expenditure) 

10.1
% 

 10.6
% 

  8.8
% 

  8.3
% 

 

Source: National Treasury  
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It is evident from Table O that allocations for capital expenditure are persistently low with a deficit of 79 per 

cent in the FY 2022/23. By the year 2024/25, the ceiling to the capital vote is expected to rise thus reducing 

the deficit to 68 per cent. Allocations for recurrent expenditure are higher than capital expenditure although 

the trend signals that deficit for the recurrent has been to a constant of 26 per cent.  

Table O: Ceilings on Current and Capital Expenditure, FY2022/23 – 2024/25 (Amount in Ksh. Million) 

  2022/23 2023/24 2024/25 
  Require

ment 
Alloca
tion 

Funding 
Gap 

Require
ment 

Alloca
tion 

Funding 
Gap 

Require
ment 

Alloca
tion 

Funding 
Gap 

Total 
current 

279769.
2 

20817
3.4 

-26% 259147.
9 

19051
8.6 

-26% 268388.
9 

19755
8.6 

-26% 

Total 
capital 

40156.5 8579.3 -79% 41773.6 9683.2 -77% 36980.4 11964.
4 

-68% 

Source: National Treasury  

5.6.3 Efficiency and effectiveness of expenditure 

During the review period, 2018/19 – 2019/20, GJLO’s actual expenditure stood at Ksh. 369,259 million. 

Approved allocation for the sector increased to Kshs. 19,194 million in 2018/19 from Kshs. 18,001 million in 

2017/18. The sector, however, had the total allocation reduced to Kshs. 9,595 million in 2019/20. Due to lack 

of exchequer, the sector recorded recurrent pending bills totalling to Kshs. 2,748.62 and Kshs. 3,368.96 million 

in the FY 2018/19 and 2019/20 respectively. 

The sector has over the period under review recorded achievements such acquisition of assorted security 

equipment, improved police and prison officers’ welfare through provision of housing units, enhanced mobility 

for police and administrative officers, enhanced surveillance system and enhanced corruption prevention 

measures. Moreover, the Sector successfully represented the Government in international arbitral courts and 

domestic courts which saved the Government Kshs. 233.6B, 1.2M indigents were offered legal aid, various 

legislations to harmonize existing laws with the Constitution were drafted, 1,837 students trained as Advocates, 

61 Gazette 1,428 qualified Candidates for admission into the Roll of Advocates and continued to promote 

national values and cohesion. Other notable achievements included provision of online public services, increase 

in the rate of investigation and prosecution of corruption cases, recovered proceeds of crime worth Kshs. 4.8B, 

conducted six by-elections, enhanced equality and equity, reviewed and developed various sectoral policies, 

provided protection to witnesses and promotion of human rights. 

5.6.4 Key Observations and Recommendations 

Observations/Findings Recommendations 
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In total, actual expenditure in the FY2020/21 

declined by more than Ksh. 8,102.72 million 

compared to 2019/20. Moreover, GJLO had 

approved expenditure of more than Ksh. 9,420.13 

in the FY2020/21 but more than Ksh. 3,240.09 

million was not spent in the FY2020/21.  

There should be no delay in the disbursement of funds 

to the sector to ensure full utilization of the approved 

budget.   

For the FY 2022/23, the required budget for 

GJLO Sector is Ksh. 282,286 million is for 

recurrent budget. However, only a provision of 

Ksh. 208,173 million has been made as recurrent 

expenditure for the FY 2022/23 thereby creating a 

deficit of Ksh. 74,113 million. It further emerges 

that the sector remains inadequately funded with a 

deficit of about 32 per cent of the required budget 

in the FY2022/23. That is, the sector requires Ksh. 

319,925.68 million but only an allocation of Ksh. 

216,752.73 is made the FY 2022/23. Because of 

low ceilings maintained for the GJLO sector, this 

deficit is expected to grow to 33 per cent in the FY 

2023/24 but reduce slightly by 2 per cent in the FY 

2024/25. 

It is recommended that budget ceilings should be 

raised and more budgetary allocation to the GJLO 

sector made to facilitate effective operations and 

delivery of services and implement new and finish 

ongoing projects in the security, legal and electoral sub-

sectors. This will also expedite delivery of justice, boost 

the fight against corruption, reduce backlog of cases in 

the judiciary and clear pending bills that according to 

the GJLO Medium Term Expenditure Framework 

Sector Report (2021) had accumulated to Ksh. 5,157 

million in FY 2020/21.  

A high of 96 per cent of total allocation was 

committed to recurrent expenditure leaving only 4 

per cent to development vote in the FY 2021/22. 

More resources should be allocated to development 

expenditure. The sector should invest in modern 

facilities and technologies to improve efficiency in 

service delivery. Investment in modern technologies 

would also enhance the capacity of the sector to 

counter evolving levels of crime. 

 

5.7 ENERGY, INFRASTRUCTURE AND INFORMATION COMMUNICATIONS 

TECHNOLOGY SECTOR 

The sector’s main objective is to provide efficient, reliable and affordable infrastructure in accordance to Kenya 

Vision 2030 requirement embodied in the third medium term plan of between 2018 and 2022. The sector acts 

as a catalyst in the implementation of the Big Four Agenda. The sector anticipates completing projects in 

accordance to Economic Recovery Plan of 2020. 
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5.7.1 Expenditure Review  

Sectors such as infrastructure, energy, maritime, broadcasting and telecommunication recorded an increase in 

approved estimates from FY2018/2019 to FY2020/2021.  

Table 1: Expenditure Review (Ksh. Millions) 

  APPROVED BUDGET ACTUAL EXPENDITURE 
Program 2018/19 2019/20 2020/21 2018/19 2019/20 2020/21 
Infrastructure 171,526 240,175 200,531 159,191 230,923 195,250 

Transport 131,933 103,966 74,241 129,109 97,046 63,525 
Maritime 1,914 1,955 2,212 1,588 1,245 1,566 
Housing & Urban Development 34,856 28,768 28,237 32,123 26,183 26,568 
Public Works 3,296 3,550 3,096 2,771 3,305 2,908 
Information Communication and 
Technology & Innovation 

25,111 21,527 21,090 21,740 16,771 18,590 

Broadcasting & Telecommunication 6,127 5,370 8,040 5,454 4,725 7,448 
Ministry of Energy 61,862 62,469 79,164 54,148 56,359 61,753 
Petroleum 3,491 3,276 5,018 2,817 2,572 4,423 
Mining 1,325 919 629 1,288 921 629 
Total 441,441 471,975 422,258 410,229 440,050 382,660 
Absorption    92.93% 93.24% 90.62% 
Expenditure as % of GDP    4.4% 4.3% 3.4 

5 
Expenditure as % of Government 
Expenditure 

   25.5% 24.3% 21.3% 

Source: The National Treasury (2021) 

There was a decrease in approved estimates and expenditure, and this was attributed to some of the 

development projects in the sector that had already been completed even though there was a decrease 

in absorption rate. The projects completed included generation of 87.7 MW of geothermal power, 

construction of 3,861 Km roads and maintenance of 99,873 Kms roads among others. Housing never attracted 

an increase in budgetary allocations, hence explaining why the target of 500,000 affordable housing by 2022 is 

far from reality given that it is only 2,235 affordable housing that have been completed as at the end of 

September 2021. Maritime, Energy and Petroleum showed an increase in actual expenditure due to the 

construction of 12 new voltage substations. Others reflected both increasing and decreasing trends. 

Infrastructure, transport and energy took the greatest share of the budgetary allocation since they form part of 

the Big Four Agenda. 
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There is a decrease in expenditure as a percentage of GDP and as a percentage of total government 

expenditure as evident in Table 1. This is due to increase in public debt in the same periods hence diverting 

much of the resources to repayment of that accumulated public debt. 

 

Figure 1: Current and Capital Expenditures 

Source: The National Treasury (2021) 

Figure 1 shows that an average of 79 per cent of the total allocation to the sector is committed to capital 

expenditure for completion of projects like 1,832 Kms transmission line. 

5.7.2 Current and Forward Budgets  

The sector needs large capital outlay as a result of many and expensive projects that need to be 

completed in FY2021/2022 and after. The sector was therefore allocated a total of Ksh. 335,810.00 million 

for the construction of 48 Bus Rapid Transport stations; construction of 4 depots and BRT lanes of up to 60 

km; construction of 2946 km transmission lines, construction of roads up to 6000 km, construction of 725,965 

affordable homes; Construction of 50 stations and 200 footbridges among others.  

 Table 2: Sector Budget Ceilings 

Source: The National Treasury (2021) 

For all financial years, the actual allocation is less than budgetary requirement due to many projects 

set to be completed in the same period. These includes construction of 725,965 affordable homes under 

affordable housing initiative and establishing 13 modern markets throughout the country among others. As a 

 -
 100,000.00
 200,000.00
 300,000.00
 400,000.00
 500,000.00

APPROVED BUDGET
(KShs. Millions)

ACTUAL EXPENDITURE
(KShs. Millions)

APPROVED BUDGET
(KShs. Millions)

ACTUAL EXPENDITURE
(KShs. Millions)

APPROVED BUDGET
(KShs. Millions)

ACTUAL EXPENDITURE
(KShs. Millions)

2018/19 2019/20 2020/21

Approved Budget vs Expenditure

Current Expenditure Capital Expenditure

Allocation Requirement Allocation Gap Requirement Allocation Gap Requirement Allocation Gap 

2021/22 2022/23 2022/23 2022/23 2023/24 2023/24 2023/24 2024/25 2024/25 2024/25 

  
335,810.00  

    
762,240.00  

   
362,849.00  

  
(399,391.00) 

      
697,161.00  

   
361,290.00  

 
(335,871.00) 

      
631,643.00  

   
367,539.00  

 
(264,104.00) 
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result, sector expenditure as a percentage of total expenditure is projected to increase. Since most of these 

projects will have been completed by then, decrease in sector expenditure as a percentage of total expenditure 

and GDP is evident in the following years as given in Table 2. There will be variations between the actual 

expenditure and projections due to uncertain changes in inflation in the future. Outbreak of Covid-19 also 

affected the allocations and expenditures in the FY2020/2021 and FY2021/2022 in sub sectors like ICT as a 

result of increased use of internet during the outbreak of Covid-19.  

It is also projected that there will be gaps between the requirements and the projected allocations due 

to increased public debt in the previous periods thus pushing the repayment burden to an uncertain 

future. This will divert much of the resources towards this settlement of debts even though potential areas of 

cost saving will include infrastructure, transport and ministry of energy. Infrastructure, transport among others 

will attract an increased budgetary allocation from one financial year to another given that they form part of 

the Big Four Agenda. The sector allocations are not enough given the domestic policy commitments that have 

been enacted like construction of 4,540Km of roads, modernizing Moi and Jomo Kenyatta International 

airports and construction of 500,000 affordable housing among others. Outbreak of Covid-19 increased 

expenditures in the sector more especially to the ICT sub sector by 10.85% in the FY2020/2021. This was as 

a result of the government offering an enabling environment to boost ICT to an extent of establishing internet 

balloons as per the president’s declaration, though temporary as the spread of Covid-19 is slowing down.  

5.7.3 Efficiency and Effectiveness of Expenditure  

The past resources were not efficiently and effectively used given that the absorption rate was not 

100%. The absorption rates were 81%, 86% and 71% during the FY2018/2019, FY2019/2020 and 

FY2020/2021 respectively. Priorities which are significantly to be under-resourced because of post Covid-19 

consolidation include ICT and housing sub sectors. By 2025 a total of 725,000 affordable housing should have 

been completed but that will not be a reality due to small allocation to the sector. Areas of potential cost savings 

include ICT and health infrastructure since most of infrastructure were developed during the Covid-19 period. 

5.7.4 Key Observations and recommendations 

Observations/ Findings Recommendations 

The actual allocation is less than budgetary 

requirement due to many projects set to be 

completed in the same period and that need large 

capital outlay 

 

It is recommended that the sector be allocated 

enough funds as per the requirement to enhance the 

completion of the projects on time. This will facilitate 

the realization of the Big Four Agenda and hence 

vision 2030. 

It is projected that there will be gaps between the 

requirements and the projected allocations due to 

It is recommended that the government put a 

ceiling on public debt that cannot be exceeded. It is 
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increased public debt in the previous periods thus 

pushing the repayment burden to an uncertain 

future. 

 

also recommended that the government to embark 

on concessionary loans with lower interest rate so as 

to reduce the burden and be able to meet the 

requirements of each and every sector. 

The past resources were not efficiently and 

effectively used given that the absorption rate was 

not 100%. 

It is recommended that the government should 

enact a policy to ensure full utilization of allocated 

funds and slashing of same amount in the next 

financial year in case of underutilization of the 

allocated funds. 

 

5.8 AGRICULTURE, RURAL AND URBAN DEVELOPMENT SECTOR 

The Agriculture, Rural and Urban Development (ARUD) sector consists of seven departments namely: 

Ministry of Lands and Physical Planning, State Department for Crop Development and Agricultural Research, 

State Department for Livestock, State Department for Fisheries, Aquaculture and the Blue Economy and the 

National Land Commission (NLC), together with affiliated Semi-Autonomous Government Agencies and 

Training Institutions. The overall goal of the sector is to attain national food security and sustainable 

management of land and the Blue Economy. Kenya’s economic blueprint, the Kenya Vision 2030 and the 

Government Agenda on the ‘Big Four’ economic strategy both recognize the ARUD sector as a key player in 

the economic and social development of the country through food production, employment and wealth 

creation, foreign exchange earnings, security of land tenure and land management. ARUD’s contribution to 

GDP has been rising from 22% in 2018, 23% in 2019 and 25% in 2020.  

5.8.1 Expenditure Review 

This section reviews approved budgets, expenditure and absorption rate for ARUD with a breakdown of 

departments over the period 2018/19 – 2020/21 as shown in Table B1. 

Table B1: ARUD Approved budgets, Expenditure and Absorption, 2018/19 - 2020/21 

 2018/19 2019/20 2020/21 

Subsector 

Appro
ved 
(Kshs. 
Million
s) 

Actual  
Expenditu
re (Kshs. 
Millions) 

Ab
sor
pti
on 

Appro
ved 
(Kshs. 
Million
s) 

Actual  
Expenditu
re (Kshs. 
Millions) 

Ab
sor
pti
on 

Appro
ved 
(Kshs. 
Million
s) 

Actual  
Expenditu
re (Kshs. 
Millions) 

Ab
sor
pti
on 

Ministry Of Lands 
And Physical 
Planning 5,546 4,604 

83
% 7,196 6,282 

87
% 6,128 6,026 

98
% 

State Department 
For Livestock 6,926 6,520 

94
% 6,678 6,161 

92
% 4,478 4,397 

98
% 
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State Department 
For Fisheries 
Aquaculture And 
The Blue Economy 2,201 1,341 

61
% 4,775 4,009 

84
% 5,233 4,565 

87
% 

State Department 
For Crops 
Development And 
Agricultural 
Research 32198 23900 

74
% 37155 20686 

56
% 50032 44857 

90
% 

State Department 
for Cooperatives 972 918 

94
% 5,222 5,164 

99
% 1,684 1,667 

99
% 

National Land 
Commission 1,239 1,165 

94
% 1,664 1,620 

97
% 1,138 1,109 

97
% 

Total 49,082 38,448 
86
% 62,689 43,922 

70
% 68,692 62,621 

91
% 

% of Total MDAs 
Expenditure   2.30%     2.40%     3.50%   
% of Gross 
Domestic Product   0.40%     0.40%     0.60%   

Source: Agriculture Sector Working Group Reports for the FYs 2018/19- 2020/21 

Table B1 shows that the allocations have steadily increased over the last three financial years. As a percentage 

of total MDAs expenditure, 1.8 increase from 2018/19 is noted up to 3.5 per cent in 20220/21. However, 3.5 

per cent is much lower than the 10 per cent stipulated in the Maputo Declaration. This hinders 

agricultural development and Food Security that comprises one of the “Big 4 Agenda”. Kenya, just like 

the rest of the global community, is battling the effects of climate change. Over the years, the country has been 

struggling with drought, reduced rainfall and ravaging floods in areas dependent on agriculture. This adversely 

impact food production and underscores the need for budgetary allocation to the agriculture sector to promote 

modern technology farming and create employment. Moreover, farmers have also been pushing for reduction 

or zero rating of taxes and levies on agricultural inputs, machinery and fishing equipment as the taxes make 

their products more expensive than imported products thereby posing a challenge in sales. 

Advocating for an increase in expenditure is not enough without addressing low absorption rates. From 

2018/19 – 2020/21, implementation of programs in the ARUD sector has been adversely affected by a 

low average absorption rate of 82 per cent. This absorption rate is very worrying since Kenya is mainly an 

agricultural state that depends on agriculture to run its economy. It has the implication that achievement of 

targets and priorities set for the sector is difficult because the funds released are less than what was requested. 

The National Government, in accordance with Part 1 of section 29 of the Fourth Schedule, is responsible for 

agricultural policy and for assisting the county governments on agricultural development sustainability for food 

security in the country.  

Surprisingly, agriculture sector contributes about 25 per cent of GDP. However, as a share of GDP, 

sector expenditure trends have been marginally increasing from 0.4% in the FY 2018/19 to 0.6% in the 
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FY 2020/21. The marginal increase is not adequate for the sector that should be implementing various 

measures such as the Agricultural Sector Transformation and Growth Strategy, the successful reforming of the 

Agricultural inputs Subsidy Programme, expansion of irrigation schemes, supporting large scale production of 

staples, implementing programmes to support smallholder farmers and promoting use of appropriate farming 

techniques in a bid to achieve food and nutrition security to all Kenyans.  

At the sub-sector level, the State Department for Crops Development and Agricultural Research received the 

highest allocation that has increased from Ksh. 32,198 in the FY 2018/19 to Kshs. 50,032 in the FY 2020/21. 

This allocation is expected to reduce in the medium term to Ksh. 35,707 in the FY 2022/23 and Ksh. 26,129 

in the FY 2023/24 as indicated in the table below. The State Department for Cooperatives received the lowest 

allocation for the FY 2018/19 at Ksh. 972 million which had a 432 per cent increase to Ksh. 5,222 in the FY 

2019/20. The National Land Commission has been having a steady low allocation for the last three years at 

Ksh. 1,239 in the FY 2018/19, Ksh. 1,664 in the FY 2019/20 and Ksh. 1,138 in the FY 2020/21. There is a 

noted increase in the FY 2019/20 by Ksh. 425 million then decrease by Ksh. 526 in the FY 2020/21. This 

might be an indication of challenges faced by the National Land Commission in achieving its mandate and 

priorities such as review and issuance of land leases and allotments and solving any issues arising from land 

disputes. 

5.8.2 Current and Future Budgets 

This section outlines the Medium-Term Expenditure Framework (MTEF) budgeted financial requirements, 

projected allocations and funding gaps over 2022/23-2024/25. The enacted budget for 2021/22 is taken as the 

baseline. This is shown in Table B3.  

Table B3: ARUD Sector Requirement versus Allocation   

  
202
1/2
2 

2022/23 2023/24 2024/25 

Subsector Ena
cted 

Requir
ement 

Alloc
ation 

Gap
s 

Requir
ement 

Alloc
ation Gaps Requir

ement 
Alloc
ation Gaps 

Ministry Of Lands 
And Physical Planning 

5,47
6 10,988 5,892 (509

5.8) 8,985 7,221 (1764
) 8,583 8,183 (399.

8) 
State Department For 
Livestock 

9,07
9 8,669 7,737 (932.

1) 
8,041.
60 

7,372
.10 

(669.
5) 9,337 8,809 (528.

2) 
State Department For 
Fisheries Aquaculture 
And The Blue 
Economy 

13,0
04 15,923 11,75

9 
(416
3.6) 15,515 11,64

7 
(3868
.4) 21,064 16,17

4 
(4889
.6) 

State Department For 
Crops Development 
And Agricultural 
Research 

44,9
33 42,595 35,70

8 
(688
7.3) 32,048 26,13

0 
(5918
.5) 32,500 27,94

0 
(4560
.3) 
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State Department for 
Cooperatives 

1,75
1 4,191 2,342 (184

8.8) 4,313 2,759 (1554
.1) 3,944 3,497 (447.

3) 
National Land 
Commission 

1,48
3 5,468 1,558 (390

9.7) 6,221 1,636 (4584
.6) 5,137 1,758 (3379

) 

Total 75,7
26 87,834 64,99

7 
(228
37.3) 75,124 56,76

5 

(18, 
359.1
) 

80,565 66,36
1 

(14, 
204.2
) 

Source: MTEF Agriculture Sector Working Reports for the FY 2020/21- 2024/25 

From Table B3, there are doubts how planned projects and set priorities in the ARUD sector will be 

implemented since the government has allocated Ksh.64,997 million to the ARUD sector leaving a 

deficit of 26 per cent against the sector requirement for the FY 2022/23. Again, the overall budget for the 

ARUD sector is set to decrease by 14% in 2022/23 compared to what the sector was allocated in 2021/22. 

More allocation is projected in future by 2 per cent in 2024/25 compared to the 2022/23 budget.  

A keen look into the sub-sectors funding gaps against the budgeted requirements is a signal to shift in sector 

priorities and the Domestic Policy Commitment by the government. The highest budget growth is observed in 

the State Department for Cooperatives at 34% representing Kshs. 591.30 million and the highest decrease is 

observed in the State Department for Crops Development and Agricultural Research at -21% representing 

Kshs. 9,225 million. This decrease comes after the department has prioritized to enhance access to water for 

small scale irrigation for crop production and domestic use through rehabilitation of 3252 Ha of land and 

development of new irrigation schemes to cover 1250 Ha in a bid to promote domestic agriculture and curb 

drought in some areas. The department also prioritized micro-irrigation of 300 Ha of land and 300 km of rural 

access road to be constructed over the planning period in four catchment areas. Therefore, the decrease in the 

allocation might not be adequate to achieve the set priorities. Even though, budget cuts to the ARUD sector 

were inevitable because just like in other sectors, the budgetary allocation for ARUD was adversely affected by 

the constrained fiscal space that the Covid-19 pandemic has caused to the economy.  

Despite the constrained resources, ARUD has in the MTEF period 2021/22-2023/24 set priorities that would 

facilitate attainment of food nutrition and security. However, priorities are listed but the financial 

allocation required to finance them is not explicitly indicated.  For instance, it is not clear the amount 

that will be set aside to i) mainstream youth in agriculture and agribusiness, ii) reduce post-harvest losses, ii) 

enhance access to small scale irrigation, and iii) produce and avail assorted vaccine doses to farmers among 

others. 

Clear allocation for each program is paramount for tracking and analysis especially for a key sector like 

agriculture. According to the BPS (2022), the agriculture sector is one of the sectors targeted for post Covid-

19 strategic interventions under the Economic Stimulus Programme since it is a key contributor to the GDP 

of Kenya. The interventions in the Agriculture Sector include: issuance of fertilizer subsidies worth Ksh 1 



 

 

70 |  2022/23 Annual National Shadow Budget by IPFK™ 

billion to small scale tea farmers, allocation of Ksh. 1 billion to complete the on-going targeted interventions 

in the Coffee sub-sector, allocation Ksh. 1.5 billion to communities affected by the ongoing drought with a 

focus on ASAL counties, and issuance of a framework that will facilitate the reduction of the cost of animal 

and chicken feeds among others. 

5.8.4 Key Observations and Recommendations 

Observations/ Findings Recommendations 

There are doubts how planned projects and set 

priorities in the ARUD sector will be implemented 

since the government has allocated Ksh.64,997 

million to the ARUD sector leaving a deficit of 26 

per cent against the sector requirement for the FY 

2022/23.  

The sector needs to embrace alternative financing 

mechanisms such as Public-Private Partnerships to 

supplement the increasing budget gap. This will 

influence its ability to fulfil the Domestic Policy 

Commitment and the Big 4 Agenda of achieving 

100% Food Security. This will also affect the 

achievement of the sector priorities because the 

allocated funds will not be enough to meet all the 

sector requirements. 

According to the ARUD sector report (2021), the 

outbreak of Covid-19 pandemic scaled down 

programme operations during the last quarter of FY 

2019/20 and 2020/21 which affected 

implementation of the planned projects due to scale 

down of productivity in the country 

There should be increased recognition of the 

facilitative role of ICT platforms in fostering 

efficiency in service delivery of departments such as 

the National Land Commission which is able to 

deliver Title Deeds online. 

A budgetary allocation lower than the 10 per cent 

stipulated in the Maputo Declaration is a big 

hindrance to agricultural development and Food 

Security that comprises one of the “Big 4 Agenda 

More funds should be prioritized for the ARUD 

sector expenditure so as to enable the sector to 

achieve its set priorities and to establish food security 

in the country as sequenced in the Big 4 Agenda 

The expected priorities are listed however the 

financial allocation required to finance them is not 

explicitly indicated 

Explicit allocation of funds to the priority areas 

should be made by the Budget documents (MTEF & 

PBB) 

From 2018/19 – 2020/21, implementation of 

programs in the ARUD sector has been adversely 

Funds should be released by the exchequer in time to 

allow for budget execution by the various 

departments. 
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affected by a low average absorption rate of 82 per 

cent. 

Agriculture sector contributes about 25 per cent of 

GDP. However, as a share of GDP, the expenditure 

of ARUD has been marginally increasing from 0.4% 

in the FY 2018/19 to 0.6% in the FY 2020/21. 

Adequate allocation is needed to implement various 

measures such as the Agricultural Sector 

Transformation and Growth Strategy, the successful 

reforming of the Agricultural inputs Subsidy 

Programme, expansion of irrigation schemes, 

supporting large scale production of staples, 

implementing programmes to support smallholder 

farmers and promoting use of appropriate farming 

techniques in a bid to achieve food and nutrition 

security to all Kenyans.  

5.9 ENVIRONMENT PROTECTION, WATER AND NATURAL RESOURCES  

The Environmental Protection, Water and Natural Resources Sector consists of three sub- sectors namely: 

Environment and Natural Resources, Water and Regional Authorities and Mining. According to the Economic 

Survey (2020), the contribution to GDP was estimated at 42 per cent.  

5.9.1 Expenditure Review 

As shown in Table 1, the sector recorded an increase in budgetary allocation and expenditure. That is, the 

approved budget increased from Ksh. 71,574 million in 2018/19 to Ksh. 105,530 million in 2020/21 while 

actual expenditure increased from Ksh. 62,823 million in 2018/19 to Ksh.99,993 million in 2020/21. The 

increase in allocation was driven by various projects that the sector rolled out among them being the production 

of 516.3 million tree seedlings, protection of 588,393 Ha of indigenous trees and securing of 602 Ha.  

Table 1: Approved Budget and Expenditure Review 

Category Approved (Ksh. 
Million) 

Actual Expenditures (Ksh. 
Million) Not Absorbed 

2018/
19 

2019/
20 

2020/2
1 2018/19 2019/

20 
2020/

21 
2018
/19 

2019
/20 

2020
/21 

Total Recurrent 23,51
0.00 

24,93
3.00 

25,403.
00 22,987.00 22,92

3.00 
25,03
2.00 -2% -8% -1% 

% of Total 33% 27% 24% 37% 30% 25% 

Total Development 48,06
4.00 

69,13
2.00 

80,127.
00 39,836.00 54,41

3.00 
74,96
1.00 -17% -21% -6% 

% of Total 67% 73% 76% 63% 70% 75% 
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Total Vote 71,57
4.00 

94,06
5.00 

105,53
0.00 62,823.00 77,33

6.00 
99,99
3.00 -12% -18% -5% 

% of Total MDAs 
Expenditure 3.80% 4.30% 5.60% 

% of GDP 0.70% 0.80% 0.90% 
Source: The National Treasury (2021) 

Moreover, budget performance improved where on average it is about 12 per cent that was not utilized for the 

three years. In 2020/21, only 5 per cent of the allocated budget was not spent. Also, an upward trend is 

established in Table 1 in expenditure when expressed as a percentage of total MDAs expenditure and GDP.  

5.9.2 Current and Forward Budgets  

Table 2: Current and Forward Allocations 

2021/
22 2022/23 2023/24 2024/25 

Enact
ed 

Requir
ement 

Alloc
ation Gap Requir

ement 
Alloc
ation Gap Requir

ement 
Alloc
ation Gap

Total 100,5
86.00 

182,00
7.00 

109,9
84.00 

-
72,02
3.00 

181,31
0.00 

126,6
84.00 

-
54,62
6.00 

200,17
7.00 

150,2
14.00 

-
49,96
3.00 

Allocation as % 
of GDP 

0.90
% 

0.90
% 

1.00
% 

Allocation as % 
of Govt. Exp. 

5.40
% 

5.60
% 

6.00
% 

Source: The National Treasury (2021) 

In the current financial year (2021/22), the sector has a budget of Ksh. 100,586 million. This budget is set to 

increase to Ksh. 109,984 million in 2022/23 due to large capital outlay such as purchase of seedlings and 

protection of 588,393 Ha of indigenous trees among others. It is projected that allocation to the sector will 

increase so as to complete projects such as conservation of the environment and natural resources among 

others. Due to the increase in future allocations, expenditure for the sector is projected to increase as a 

percentage of GDP and total government expenditure. 

Moreover, a comparison of sector requirements against allocated budget establish that the sector will 

remain under-funded as shown in Table 2. Therefore, most of the projects and sector priorities will be 

hardly accomplished.  

Table 3: Future Allocations on Development and Recurrent Expenditure 

Category 2022/23 2023/24 2024/25 
Total Recurrent 41,121.00 41,411.00 43,807.00 
% of Total Allocation 23% 23% 22% 
Total Development 140,886.00 139,899.00 156,370.00 
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% of Total Allocation 77% 77% 78% 
Total Vote 182,007.00 181,310.00 200,177.00 

Source: The National Treasury (2021) 

Although budget requirements for the sector are not met, future budget allocations in both recurrent and 

development are projected to increase in Table 3. The increase in future budgets will facilitate key programs 

such as conservation and management of forests and water towers, development of forestry, conserve and 

protect national wildlife, manage and conserve water resources among others.  

5.9.3 Efficiency and Effectiveness of Expenditure 

The past resources were not efficiently and effectively used given that the entire allocation was not 

fully utilized at 100%. The absorption rate of capital expenditure was 92.52%, 86.29.71% and 91.25% during 

the FY2018/2019, 2019/2020 and FY2020/2021 respectively. Projects that were completed includes 516.3 

million tree seedlings, protection of 588,393 Ha of indigenous trees, securing of 602 Ha of mangrove forest 

and establishing of 147,884.48 Ha of new forest area among others. Some of the important priorities which are 

at risk because of post Covid-19 consolidations include production of geochemical maps and documentation 

of geological tourism sites in the Counties of Kakamega, Kilifi and Kisumu. The completion of these projects 

has been delayed due to COVID -19 negative effects. Some of the programs are connected to presidential 

directives but have been affected by Covid-19 outbreak such as commercialization of green innovations and 

establishment of new meteorological observatories. 

5.9.4 Key Observations and Recommendations 

Observations/ Findings Recommendation 

There is under-funding in the sector implying that 

most of the projects set to be accomplished in the 

next periods may not be accomplished. 

It is recommended that the sector be allocated 

enough funds as per the requirement to enhance the 

completion of the projects on time. This will facilitate 

the realization of the Big Four Agenda and vision 

2030, hence saving the environment from further 

degradation 

The past resources were not efficiently and 

effectively used given that the entire allocation was 

not fully utilized at 100%. 

It is recommended that the government should 

enact a policy to ensure full utilization of allocated 

funds and slashing of same amount in the next 

financial year in case of underutilization of the 

allocated funds. 
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CHAPTER SIX: CONCLUSION 

Kenya’s economy has been strong and resilient before the Covid-19 outbreak, but it was weakened to some 

extent after Covid-19 outbreak due to closure of the economy.   The government efforts to contain the virus 

resulted in loss of about 2 million jobs and reduced working hours, which has had a disproportionate impact 

on the poor, with poverty levels rising more that the contraction of the economy.  The Kenyan economy enters 

2022 already in a weaker position as it is still recovering from the adverse economic impact caused by the 

pandemic. Another unique aspect about 2022 is the upcoming general election that is likely to disrupt economic 

recovery. Moreover, the country is battling ongoing drought in the northern parts. Another notable headache 

to the government is how to contain public debt at sustainable levels and still meet the increasing need for 

government expenditures amid bleak revenue performance. Revenue as a proportion of GDP continued to fall, 

meaning the government once again had to scale down its plans for fiscal consolidation. Fiscal deficits of 8 per 

cent of GDP in 2019/20 and 2020/21 (estimated) are expected to push debt to over 70 per cent of GDP by 

the end of 2021/22.  Unpredictable weather fluctuations negatively affect Agricultural production which is also 

one of the major contributors of Kenya’s GDP growth rate. Service sector contributes the highest portion to 

GDP as the industry sector also contributes a substantial amount among other sectors. Kenya’s inflation rate 

has been on the increase in the recent past which has resulted to decrease in value of the country’s currency as 

evidenced by increase in exchange rates.  

ii Policy responses to COVID Link 
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