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Welcome to our FY2022/23 Beyond the Numbers™ report. 

The theme for this year’s budget is “Accelerating Economic 

Recovery for Improved Livelihoods”. 

In this report, we highlight the key Taxation proposals and 

analyze the likely scenarios of their implementation.

Given that sustainable economic transformation is a multi-

sectoral issue, the report provides an eye-opening sectoral 

analyses that weaves various policy and budget proposals 

with their divergent industry impacts.

The legislative proposals presented were conventional save 

for a new initiatives to drive Sustainable Development and 

Disaster Management.

The revenue raising proposals in the FY2022/23 budget 

statement and in the subsequent Finance Act will require a 

balancing act with choices made between mobilizing 

revenue within a tight fiscal space and cushioning Kenyans 

from a harsh economic environment. 

Sincerely,

Robert Kanyua
Robert Kanyua,

Managing Principal

Pro Excellence Management Consultant

www.proexcellence-management.com
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GLOBAL ECONOMIC PERFORMANCE, 2021

In 2021, the global economy recovered minimally 

from the effects of the pandemic to register a 

growth of 6%.

As the COVID pandemic wanes, the European 

conflict threatens to send shocks through the 

global economy through grain shortages and 

high oil prices. 

REGIONAL ECONOMIC PERFORMANCE, 

(EAC). 
In 2021, the combined East African region grew 

by 4.2% amid recovery from the pandemic. 

2022 has began with the entrant of a new 

member to EAC Community. This is expected to 

improve Trade between member states in the 

future. 

KENYA MACRO-ECONOMIC ENVIRONMENT

In 2021, the economy was on a recovery start 

though intermittent bouts of COVID outbreaks 

slowed down the momentum for recovery. Other 

influences included, an irregular weather pattern 

and a locust invasion. 

Overall, the economy managed a growth of 7.6%. 

The Kenyan economy is projected to grow at 6% 

as pandemic-affected sectors recover.

Looking ahead, the FY2022/23 outlook is positive 

though a lot depends on the ultimate scenario 

with regard to developing geo-political conflicts 

that could impact business and livelihoods. 

Global economic growth forecast

is 4.4% moderated by the conflict in Europe that is 

impacting demand and supply of commodities 

such as oil, wheat & fertilizer. 

www.proexcellence-management.com  
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2.14 Tn

• A Kshs. 3.3 Tn budget.

• County Allocation - Kshs. 370 Bn

FY 2022/23 Budget Highlights

• Public Debt: Kshs. 7.7 Trillion 

(85.6 of Kshs. 9 Tn National Debt ceiling)

• Net External Financing (51.9%): Kshs 4.0 Tn

• Net Domestic Financing (48.1%): Kshs 3.7 Tn

• Debt Repayment Amounts

• Interest: 644 Bn

Public debt

Macro Overview - at a glance

• Projected Tax Revenue FY 2022/23

o Kshs. 2.4 Tn (Including A-in-A & grants, 17.5% of GDP)

o Ordinary Revenue: 2.14 Trillion

• Budget Deficit Estimate: 846.2 Bn. (6%) of GDP).

• How it will be financed

o Domestic Borrowing: 570.3 Bn

o External Debt Borrowing: 275.9 Bn

• Projected Expenditure: Kshs. 3.3 Tn (23.9% of GDP).

o Recurrent Expenditure 1.12 Tn 

o Development Expenditure: NIL (To be financed via Debt)

Revenue & Expenditure Breakdown
The key focus of the FY2022/23 Budget include; 

• Scale up development of critical infrastructure 

• Enhance investment in key economic sectors

• Support County Governments.

Strategic Priorities

7.7 Tn

3.3 Tn• Legislature - Kshs. 50.2 Bn 

• Judiciary  - Kshs. 18.9 Bn

6.3%
Economic Growth 

Projection

Key Indicators

• Inflation: Projected to stabilize at 6% over the period.

• Interest rates are expected to remain low and stable 

supporting growth of private sector credit.



Strategic Priorities – Our View

In our view, the key focus of the FY2022/23 Budget include; 

• Growing the economy

• Reducing income inequality

• Decreasing our debt levels

• Cushioning households

• Encourage FDI

• Create jobs / Spurring the MSME sector

PUBLIC 

DEBT

Budget Priorities 

The key focus of the FY2022/23 Budget include; 

• Enhance security for citizens and their properties;

• Scale up development of critical infrastructure;

• Enhance transformation of key economic sectors;

• Expand access to quality social services in health, education and 

appropriate social safety-nets for the vulnerable population; 

• Support the youth, women and persons living with disabilities;

• Support Devolution through active engagements, policy guidance and 

timely transfers of sharable revenues;

• Sustain implementation of various reforms targeted at enhancing 

efficiency in the delivery of public services.

Challenges 

High Debt Level: The amount to be applied towards debt servicing is 
significantly higher than the Kshs. 370 Bn counties receive as equitable 
revenue share.

Meagre Development Expenditure: There are Competing interests 
between Debt Servicing and Development. With a significant portion of 
the budget goes towards debt repayment, little is left for development. 

To restore balance we need to address the debt element we can 
restore balance in the budget.

Our View: Even after posting stellar revenue collections, the efficacy of 
applying the funds to development is reduced by a high debt level.

Debt Resolution Strategies 

• Move from commercial loans with shorter tenures to concessional 

loans with longer tenures and lower interest rates.

• Focus on quick win areas

• Reduce leakages including (Graft and Wastage) 
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Sectoral Review 
A sectoral analysis
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Our View: The development relevance of high enrollment in education is in 

raising the literacy level. Consequently, having an enlightened and skilled 

populace supports business and positions Kenya as an ideal Investment 

destination. 

Challenges: The high enrollment rates are progressively heap pressure on 

Education financing via the HELB model. (In FY2020/21, university enrollment 

in 74 Universities, grew by 3.4% as 364,000 students were awarded loans. 

In addition, there is also a ‘missing middle’ layer in education Financing 

where students in vocational colleges miss out on loans. 

Recently passed National Industrial Training Act (NITA Act) introduces 

charges to employers to raise funds that go towards financing the acquisition 

of vocational skills. In our view, may be an attempt to pass on the market 

skills-building responsibility to employers.

Outlook: The sector is expected to build on the growth momentum

Charting a New Path for Learning
Children entering primary school are likely to end up working in jobs that 

don’t exist today. The Competency Framework aims at developing their 

skills and potential to benefit them individually and the society at large. 

EDUCATION

Sector 

Overview of the Sector: Kenya’s Education sector is recovering after a 
difficult school year brought about by the COVID pandemic disruption 
and the need to make up for the lost time. 

The sector has achieved significant progress such as a high school 
enrollment rates with minimal out-of-school Children and Youth 
enabled by the 100% transition policy and the increase in learning 
institutions offering Technical and Vocational Education Training (TVET).

The sector is currently experiencing a transition as it trials a new 
competency based curriculum that seeks to connect education to the 
real world  by exploiting the skills and potential of children. 

Education financing isn’t keeping pace with high enrollment and may 
roll back the gains towards higher education.

The sector was allocated Kshs. 544.4 Bn. Key allocations include;

• Kshs. 91.2 Bn towards University Education;

• Kshs. 64.4 Bn for Day Secondary Education (Including NHIF for students);

• Kshs. 15.8 Bn for Higher Education Loans Board;

• Kshs. 12 Bn for Primary Education

• Kshs. 2 Bn towards the School feeding programme

• Kshs. 310 Mn to Digital Literacy Program & ICT Integration in high Schools
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Our View: 

Whereas the Health sector got the lions share in the FY2022/23 budget 

allocations, overall Healthcare Financing remains below the regionally 

prescribed sector allocation target (Abuja Declaration Target) of 15% of 

GDP.

Investment is skewed towards promoting curative healthcare over 

preventive healthcare.

The Kshs. 7 Bn allocated to procuring more COVID vaccines can be 

applied to more deserving areas such as Societal Mental Health as the 

virus has dissipated and the low vaccine uptake. 

Budgeting for the Entire Public Health System 
“How we approach health and hygiene is key to mitigating 

future health crises. Preventive healthcare should be prioritized 

as it has long-term benefits of mitigating future health crises”.

HEALTH 

Sector

Kenya’s health sector experienced a strong growth in two years though 

many fragilities remain as the COVID-19 pandemic imposed a heavy 

burden on the sector. 

Health Infrastructure: Health Infrastructure has improved significantly  

with the commissioning of large and satellite health facilities within the 

counties. In addition, the sector benefited immensely from the initial 

response in combating the pandemic.

Technology Transfer: Kenya imports over 70% of its healthcare products 

and has been reliant on vaccine imports but this is set to change soon 

with the operationalization of the BIOVAX plant

KENYA BIOVAX INSTITUTE: A Transformative Endeavour

“Our Domestic Capacity to produce vaccines is now a reality.     

The recently established vaccination plant will strengthen our 

health security, reduce donor dependency for vaccines and 

boost vaccine production in the continent. 

The sector was allocated Kshs. 146.8 Bn. Key sector proposals include;
• Ksh 9.3 Bn for rolling out of Universal Health Coverage;

• Ksh 18. Bn for Kenyatta National Hospital;

• Ksh 11.7 Bn to Moi Teaching & Referral Hospital; 

• Ksh 8.8 Bn for the Kenya COVID-19 Emergency and Response Project;

• Ksh 7.7 Bn to Kenya Medical Training Centres;

• Ksh 7.7 Bn Universal Health Coverage Coordination and Management Unit

• Ksh 5.2 Bn for managed equipment services;

• Ksh 4.1 Bn for Free Maternity Health Care; 

• Ksh 16.2 Bn Global Fund (HIV, Malaria, TB)

• Ksh 2.8 Bn to Kenya Medical Research Institute;

• Ksh 1.9 Bn to provide medical cover for the elderly and severely disabled;

• Ksh 300 Million to procure Cyber Knife Radiotherapy Equipment; 

• Ksh 619 Mn to buy equipment for the National Blood Transfusion Services

• Ksh 2.0 Bn for the establishment of cancer centres. 

• Ksh 1.2 Bn to buy Family Planning and Reproductive health commodities

• Ksh 900 Million Transforming Health systems for UHC.

• Kshs 7.0 Bn: Towards procurement of COVID-19 vaccines.

By 2024, when fully operational, the plant will deliver significant benefits 

in terms of generating income from vaccine exports and savings on 

costly vaccine imports.



An Overview of Kenya Housing Sector 

• DEMAND: The demand for housing is high with a total Housing 

Deficit 2 million houses and an annual deficit of 250,000 units.

• AHP Mortgage values: KMRC has disbursed over Ksh 2.0 Bn to seven 

primary mortgage lenders and is processing an additional Ksh 7.0 Bn.

• SUPPLY: The provision of housing is low with a supply of 50,000 

units per year.

• The GoK is tackling this issue head on by creating and by lands 

banking 

•

HOUSING

Sector

Housing Our Labor force, Powering the Economy
“The Housing sector has a high multiplier effect that can be 

leveraged to catalyze economic recovery. The hidden but significant 

informal activities therein contribute up to 14-17% of our GDP.

The sector was allocated Kshs. 27.7 Bn. Key allocations include:

• Ksh 7.7 Bn Kenya Affordable Housing Project (Kenya Mortgage 

Refinance Company) ;

• Ksh 4,6 Bn to enhance KMRC’s capital and for use in on-lending to 

primary mortgage lenders; 

• Ksh 5.9 Bn Kenya Informal Settlement Improvement Project - Phase 2;

• Ksh 1.05 Bn to build Housing Units for National Police & Prisons;

• Ksh 2.3 Bn for the Kenyan Urban programme (KenUP).

• Ksh 1.2 Bn to Construct Social Housing units

• Ksh 1.0 Bn to Construct affordable Housing Units;

Our view:
There is need to rethink housing finance. As of March 2021, the 
highest non-performing loans (at 48% or 70.5 Bn) were reported in 
the mortgage loan category.

Access to credit remains one of the most significant obstacles faced 
by the AHP in meeting the housing demand for lower income 
households, There is need to create innovative housing financing 
models to help households that are priced out of the market.

Enabling the entry of new lenders will boost affordable housing credit 
and go along way in impacting mortgage uptake.

Outlook: We anticipate that real estate sector will continue thriving 
as investments in Infrastructure, Industrialization, Manufacturing, 
Tourism and ICT increase as these go hand in hand. 

Our View: 

• The high housing deficit supports the AHP budget allocation as the 

GoK plays a facilitative role. Incorporating multiple stakeholders within 

various affordable housing value streams will be instrumental in 

achieving Kenya’s Affordable Housing agenda. 

Mortgages are to many, the single most important 

financial commitment made in a lifetime. More needs to 

be done to unlock affordable mortgage credit for the 

lower income strata who are priced out of the traditional 

banking sector. 
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Marketing Matters Even More In Recovery
Resilience and Recovery of this pandemic-affected sector is 

apparent. To achieve a sustained consumer-led sector 

recovery, we must drive action towards more tourist arrivals.

TOURISM 

Sector

ICT

Sector

Our View: The ICT sector will continue playing a significant role in our 

economy. The operationalization of Konza City is expected to spur further 

Investment and Commerce.

Ready 4.0 The Future
ICT remains critical in enabling commerce and to addressing 

the challenges posed in multiple sectors.

The ICT sector was allocated Kshs. 15.6 Bn. Major allocations include;

• Ksh 5.2 Bn for developing the Konza Horizontal Infrastructure;

• Ksh 3.8 Bn for Konza Data Centre and Smart City Facilities;

• Ksh 1.4 Bn for Installation and commissioning of Eldoret-

Nadapal fibre optic cable;

• Ksh 70 Mn for Digital Literacy Program (School Laptop Project); 

• Ksh 620 Million for Government Shared Services;

• Ksh 2.7 Bn to Maintain and Rehabilitate the Last Mile County 

Connectivity Network

• Ksh 682.0 million Connectivity to “Big Four”

• Ksh 1.2 billion Maintenance and Rehabilitation of NOFBI cable 

and expansion cable.

Sector Overview: The ICT sector has played a significant role in improving 

skills, connecting workers and promoting job creation through. enabling 

tech startups and commerce even during the COVID pandemic. 

The performance of the sector has been buoyed by a strong Telecoms 

sector and multiple global e-commerce firms that conduct brisk business.

Sector Overview: Tourist numbers inched up in 2021 lifted by vaccination 

and key sports events. However, the restart was slow as the economy 

vacillated between signs of recovery and intermittent pandemic flareups.

The investment made so far (2021-22) has been to help the sector reopen 

and focus is now on stimulate recovery of the Tourism sector.

The direct allocation to the sector was Kshs. 6 Bn

• Ksh 3.2 billion for the Tourism Fund; 

• Ksh 1.8 billion for Tourism Promotion Fund; 

Our View: Whereas the sector is indirectly supported by other measures 

taken in different sectors, (including funding sports and ensuring a healthy 

nation, a safe and secure environment and a stable and enabling business 

environment); the allocation to the sector has reduced.

Barring any further disease flareup we expect the sector to continue on  a 

growth path.

As many shift focus back to travel, aggressive 

marketing will support faster recovery and achieve      

a sustained consumer-led sector recovery.



TRANSPORT 

Sector 

The development of our transport infrastructure asset 

portfolio has put us in a high public debt situation. Going 

forward, we should follows a planned and staggered 

approach to avoid worsening debt position.”

Kshs. 212.5 Bn. was allocated to the transport sector with significant  

share going into;

• SGR Phase II (Nairobi- Naivasha) - Kshs. 18.5 Bn; 

• SGR (Mombasa - Nairobi) - Kshs. 9.1 Bn; 

• The LAPSSET Project - Kshs. 236 Million; 

• Dongo Kundu Special Economic Zone - Kshs. 2.6 Bn;

• Riruta-Lenana-Ngong railway line - Ksh 1.0 Bn;

• Railways Metro line-Embakasi station-Ruai - Ksh 450 million;

• Construction and expansion of airports & airstrips - Ksh 713 Mn;

Kenya has attained significant gains in developing its transportation 

infrastructure. We continue to scale up new development and expand 

existing infrastructure assets in line with our Vision 2030 development 

blueprint.

Our superior maritime transport infrastructure facilitates a significant 

share of the EAC region impex traffic and has the potential to help 

reach the large and growing African market to further spur Trade.

Kenya’s air transport sector suffered immensely at the height of the 

COVID-19 pandemic that severely impacted our already struggling 

national airline.  

Our View: 

There exist logistical and service level challenges that serve as 

bottlenecks to our competitiveness and which must be addressed to 

secure our place as transport hub.

Next Best Alternative Route into the EAC hinterland?

Kenya superior transportion and logistics Infrastructure is facing 

competitive pressures.

In theory, Kenya should enjoy cost advantages due to our shoreline 

and centrality to the EAC. However, our transport arrangement do not 

offer a clear cost advantage, which in the logistics universe, is a critical 

metric. 

There is a hidden cost of inefficient logistics evidenced by pricier 

freight movement decisions. This is causing EAC nations to take up 

Tanzania as the preferred impex transport route.

To remain competitive, we should address our cost disadvantages vis-

s-vis our neighbors by reviewing regulations, customs and other 

transport related tariffs to avoid being dethroned as EAC’s choice 

impex transport route.

A Regional Transportation Hub
Good logistics reduce trade costs. For developing 

countries getting logistics right means improving their 

infrastructure, customs, skills and regulation.
Caroline Freund, Director  

Macro Economics, Trade & Investments, World Bank Group



The sector was allocated Kshs. 46.7 Bn. Notable allocations include; 

• Ksh 10.7 Bn to increase agricultural productivity and enhance 

resilience to climate change risks in targeted smallholder farming 

and pastoral communities;

• Ksh 7 Bn National Agricultural and Rural Inclusivity project;

• Ksh 2.7 Bn to the Kenya Cereal Enhancement Programme;

• Ksh 1.5 Bn for National Value Chain Support Project;

• Ksh 100 Mn for Revitalization of Cotton Industry; 

• Ksh 150 Mn for establishment of Liquid Nitrogen Plant; 

• Ksh 200 Mn towards the Embryo Transfer Project and 

• Ksh 65 Mn to construct and refurbish the Leather Science Institute. 

• Ksh 300 Mn for mitigation of Fall Army Worms; 

• Ksh 1.8 Bn for the Emergency Locusts Response;

Sector Overview The Agriculture sector has faced multiple challenges 
including failing rains caused by Climate change effects paired with 
migratory and invasive pests that have had a devastating impact on crop 
and pasture conditions.

Although the sector provides the sector significantly contributes to 
Employment, Food Security, National Security; Health, Export Earnings 
and Economic Growth its potential is yet to be maximized. 

Farms are ever more registering low yields and urbanization shrinks farm 
lands as large tracts of land are sub-divided and sold in smaller units.

Nonetheless, there is significant progress towards reviving key sub-
sectors and redressing what ails the sector.

Our View on key sector challenges: 

Climate effects could highly impact food security.

Without proper land management, real estate developments pose a 

potential future challenge to the Agriculture sector as it has the effect 

of reducing arable land. 

Targeted Interventions: To spur output growth, we must protect 

agricultural land, invest in modern agricultural practices; mechanize 

and develop all the value chains within the sector. 

Outlook: In the near term,, we expect geopolitical risks to give rise to 

limit agricultural exports (e.g. flowers); cause input shortages (fertilizer); 

and gradually impact food security.

Beyond Funding: Redirecting Attention to What Delivers most Value

From a development perspective, financing Agriculture may be our 

highest return investment. As a significant sector to our economy, 

support should be commensurate to its contribution. There is more 

ground to be covered in developing the sector beyond primary 

production. Funding should help the sector enter this next phase of 

growth.

Impact of Urbanization on Food Sufficiency
Reduction of arable land is a sectoral risk that is 

emerging on the flip side of Urbanization.

Agriculture 

Sector



The Financial Services is stable with the Banking, Capital Markets, 

Insurance and Pensions trades performing optimally.

The banking sector performed well amid a recovering economy with the 

top banks recording high earnings. 

The sector was instrumental in supporting commerce. Private sector 

credit stood at Ksh 3.1 Tn in 2021 while access to formal financial services 

improved to 83.7%. 

The sector continue steering forward with an eye towards;

• Improving Risk Management and reporting in light of new climate 

realities.

• Strong oversight (including regulating the previously unregulated 

digital credit providers.)

• Launching the National Payments Strategy, 2022-2025 which seeks 

to effecting a faster, secure, efficient and collaborative payments 

system that will eventually support the emergence of a 24-hour 

economy.

Kenya’s Insurance industry is strong but has a relatively low penetration 

rate of 3% (third lowest in Sub-Saharan Africa). 

Kenya’s Insurance sector remains attractive with large global 

firms entered the market. Through mergers, the global firms 

leverage their large balance sheets while local insurance 

partners provide the local knowledge. 

Our View: Mortgages are to many the single most important financial 

commitment made in a lifetime. A lot needs to be done to unlock 

affordable mortgage credit for lower income strata who are priced out of 

the traditional banking sector. 

The Financial Services Sector is one of the few 

sectors that have remained stable throughout the 

pandemic.

FINANCIAL 

Sector
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Sector Overview:

Kenya’s export agenda is gaining momentum and on track to see us 

progressively move away from commodity-oriented exports towards 

‘higher value’ manufacturing and service. 

Multiple Trade Pacts:

Kenya has strong bilateral and multiple trade pacts (AGOA/ACFTA/ 

COMESA & a FTA with the USA) that can be leveraged to pursue 

growth.

Regional Market & Opportunities:

the expanded EAC Bloc presents a significant market (230 million 

people) and can drive demand for exports for the foreseeable future.

Trade Challenges:

Trade challenges exist but are not major and have been solved 

whenever they have arisen. 

A key challenge will be about balancing the demands of being in a 

trade pact with the need to maximize on its export promotion agenda. 

Growing Trade, More Jobs 
Time to Secure, Speed Up and Optimize our share of 

the Volume of Intra-African Trade.

TRADE       

& Industry

Ksh 10.1 billion was allocated to support manufacturing for job creation. 

Major allocations include;

• Ksh 1.0 billion Credit Guarantee Scheme

• Ksh 1.3 Bn to Kenya Industry & Entrepreneurship Project; 

• Ksh 626 million to Finance SMEs in manufacturing sector KIE

• Ksh 2.6 Bn to Develop a Freeport and Industrial parks-SEZ Mombasa

• Ksh 3.0 Bn to support Access to Finance & Enterprise Recovery (SAFER);

• Kshs 410.4 million to support modernization of RIVATEX.

• Ksh 142.8 million for Cotton development (RIVATEX)-subsidy and 

extension support;

• Ksh 200 million Constituency Industrial Development Centre;

• Kshs 85 million for developing the SEZ Textile Park in Naivasha

Our View:

The first imperative is to improve competitiveness by addressing the high 

costs in Transport, Energy and Production. 

Second, resolve trade conflicts as they have the potential to boost, slow 

down, undermine or stall the growth of trade.  

Third, Optimize on Trade Agreements that have opened up multiple markets.
The expanded EAC bloc presents a significant 

market (230 million people) and will drive demand 

for exports for the foreseeable future.



ENERGY 

Sector

Scaling up Investment in Sustainable and Renewable Energy 

will significantly lower the cost of electricity to ensure Kenya's 

attractiveness across Risk, Competitiveness, Market 

Opportunity and the Ease of Doing Business. 

Invest in Production of Clean, Reliable and affordable energy

Allocating Kshs. 2 Bn for Coal exploration and coal mining is inconsistent with 

the GoK intent of adopting a low carbon-climate resilient development path, 

our Climate-Change realities and global trends in clean energy development.

The funds are better applied towards investing in clean energy sources as 

there is more benefit to gained from sustainable energy production. 

In addition, adapting these plants towards ‘green mining’ will ensure they are 

sensitive to the environment will open up more opportunity.
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The sector was allocated Kshs. 91.5 Bn. (excluding the provisions set aside 

under the “Big Four” Initiatives).  Key allocations include;

• Ksh 62.9 Bn to cater for transmission and distribution of power; 

• Ksh 18.5 Bn to development of geothermal energy; 

• Ksh 9.3 Bn for electrification of public facilities;

• Ksh 2.0 Bn for Developing Nuclear Energy, Exploration and Coal Mining. 

Our View: The cost of Energy is a major vulnerability to our 
economy as it significantly impacts productivity, competitiveness 
and household incomes. We should address this vulnerability 
before it is capitalized upon by regional competitors.

Pursuing an Affordable Energy Future:
Scaling investment in renewable energy sources can address 
the cost of power challenge. Utilizing the vast sunlit lands in 
northern Kenya will also drive the region’s industrial 
development.

Sector Overview: The sector accounted to 12% of output in the 2021. 

Access to power via last-mile connectivity has significantly been achieved 

with 69.1% of households connected to the grid.

Key Challenges: The high cost of power is a major challenge with 

manufacturers citing high electricity costs that drive up production costs. 

With regard to domestic energy production, solar energy is the least 

exploited even though it is the energy source with the lowest cost. Solar 

power has seen a higher cost decline that other energy source. 

Statistics from the International Renewable Energy Agency (IRENA), 

further indicate that renewable energy achieves lower power costs than 

the cheapest new coal plants. 
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MSME Sector: Indefatigable?
The business environment has been challenging for the MSME 

sector. Focus should be on aiding its resilience.

MSME 

Sector

SECURITY

Sector

Security for Progress’
Security remains key to help us successfully navigate the 

current economic climate. 

Our View: Security concerns impact on the output of every sector and 

hence security upgrades are critical to provide a safe and secure society. 

The sector was allocated Kshs. 317.9 Bn. Notable allocations include; 

• Ksh 10.7 Bn Lease Financing of Police Motor Vehicles;

• Ksh 4.8 Bn Police and Prison Officers Medical Insurance Scheme;

• Ksh 2.3 Bn Group Personal insurance for police and prisons

• Ksh 1.0 Bn National Communication and Surveillance System;. 

An Overview of the Security Situation 

Security risks exist and which may have adverse effects on the business 

climate. There are concerns around frontier risks, internal skirmishes; and 

preparations for the upcoming elections.

Frontier Risks: Generated by the ongoing crises in Ethiopia, South Sudan 

instability in Somalia.

Internal Skirmishes: Current instability in some areas poses a threat to lives 

and property of citizens.

Upcoming General Elections: Preparations to maintain peace in an election 

year when political temperatures can boil over.

Sector Overview: With the outbreak of the COVID-19 pandemic in 2020, 

MSME sector growth decelerated and so did its contribution to total 

production. 

The Credit Guarantee Scheme has expanded access to affordable credit to 

MSMEs having disbursed over Kshs. 2.2 Bn as at December 2021. 

Kshs. 20.6 Bn. was allocated to the Economic Stimulus programme. Notable 

interventions and allocations include; 

• The ‘Kazi Mtaani’ programme - Ksh 2.1 Bn;

• Construction of classrooms to support CBC - Ksh 4.0 Bn;

• Improving Infrastructure for Primary & Secondary schools - Ksh 2.75 Bn;

• Improving environment, water and sanitation facilities - Ksh 5.8 Bn;

• Recruitment of contract teachers and ICT interns - Ksh 1.5 Bn;

• Recruiting more Diploma & Certificate-level health interns - Ksh 1.35 Bn;

• Subsidizing supply of farm inputs via the E-voucher system - Ksh 1.5 Bn;

• Funding the Credit Guarantee Scheme - Ksh 1.0 Bn; 

• Credit Extension to manufacturing sector (KIE) SMEs - Ksh 604 Million.

Our View: The Economic Recovery Stimulus package will remove the 

vulnerability of a large number of the population by stimulating Employment, 

Entrepreneurship and productive capacity in Agriculture. 



Key Revenue Mobilization Statistics

There has been a sharp increase in tax revenue collection in the FY2021/22 

as the taxman surpassed his revenue collection targets across all revenue 

heads. 

Performance (July-Dec 2021). 

• Revenue Collected: Kshs. 976,659 Bn against a target of Kshs. 929,127 Bn. 

(A 26.4% Revenue Growth from previous year)

• Customs Revenue collected was Kshs. 355,787 Bn against a target of Kshs. 

322, 737 Bn. (A 19.5% Revenue Growth from previous year)

• Domestic Tax Revenue collected was 

• Voluntary Tax Disclosure Program (VTDP) was fairly successful yielding 

Kshs. 5.9 Bn during the same period.

Full Year Outlook: We anticipate a full year overachievement as the end of 

year tax payment period buoyed by the VTDP and the scheduled end-of-year 

tax payments coming up in June.. 

Risks to Achieving Revenue Objectives: 

• Economic Growth may not be realized as projected due to 

developing global vulnerabilities.

• Private consumption may not rebound as anticipated if 

businesses and households suffer significant income losses due 

to the rising cost of living.

Our View:

Revenue mobilization is a key determinant to achieving budget objectives. 

However, individual income tax is under pressure and the revenue body 

should focus on widening the tax net to offer reprieve to this segment. 

Loading further burden may be detrimental to individual Income Tax payers 

as it could lead to the negative and unintended effect of decreasing 

disposable incomes for many households.

Over reliance on the Excise and VAT Taxes could slowdown recovery and 

further exacerbate inequality with the poorer in society effectively paying 

more than the well to do. 

The Cabinet Secretary seeks to generate additional revenue for the 

Government using Excise tax on unspecified items. This may have negative 

and unintended effects of decreasing disposable incomes for many 

households.

Look for innovative ways to raise tax revenue and broaden the Tax base to 

incorporate the widest possible pool.

Revenue Mobilization 

Analyses

“The Taxman’s success in revenue collection 

signals recovery and demonstrates that there 

is enough revenue capacity to grow our 

economy and position ourselves for self-

reliance.”



Legislative Reforms 

& Miscellaneous Proposals



The Government aims to expand the Country’s Tree Cover to 10%, 

conserve forests, dedicate more areas and resources under the forestry 

regimes; as well as arrest the catchment degradation that has contributed 

to the rising lakes phenomenon. 

Long-Term Low Emission Strategy: The GoK has finalized the Long-Term 
Low Emission Strategy to guide a low carbon-climate resilient development 
path. 

Climate Finance Mobilization Strategy: A Climate Finance Mobilization 
Strategy is under development by the GoK to address the financing challenge 
of climate change actions,.

National Policy Framework on Green Fiscal Incentives: 
A National Policy Framework on Green Fiscal Incentives and the development 
of the carbon mechanism design is  being developed to promote private 
sector investments in green projects and programs. 

“CO2 emissions impact lives and 

livelihoods, both at the household 

level (where poor energy sources 

are used) to the National level where 

transport emissions are prevalent.”

CLIMATE 

MITIGATION 

DISASTER RISK 

MANAGEMENT 

Building Climate Change 

Resilience 
FLLoCA initiative allocated Kshs. 6.1Bn

Towards a Low Carbon-Climate Resilient 

Development Path. 

Our View: Climate changes create economic risk. The country has 

experienced drastic effects of climate change seen in irregular weather 

patterns and droughts to the rising lakes phenomenon. 

The impacts of climate change are more severe on the local level 

economy and population. Thus, for any climate action to be truly 

beneficial, action must be localized.

Approaching the climate change resilience through Policy and Strategy is 

a first step to success as given that policy is the backbone of any climate 

action.

A key obstacle to building Climate resilience at the local level is the lack 

of alternative sources of energy and incomes. Funding is required for 

mitigation and adaptation efforts.
Expanding Forest Cover 
Forestry sector allocated Kshs. 10.2 Bn                        

to support conservation of forests & water towers. 

Building Climate Change Resilience at the County Level:

GoK to implement the “Financing Locally-Led Climate Action Program 

(FLLoCA)” – a 10-year financing program aimed at mobilizing climate 

finances to support local communities build their resilience and adapt to 

the impacts of climate change in 47 Counties. 



Proposal requiring Commercial Banks to 

integrate Climate Risks Reporting in their 

overall risk management frameworks

Climate change create Financial and 

Investment Risk.

Commercial banks have been required to 

disclose the risks they navigate as they 

conduct business but Climate related risks 

were not included in the framework.  

Climate Risk Reporting now requires banks 

to integrate climate-related risks into their 

overall risk management frameworks.
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Legislative Reforms 

Proposal requiring parties in a Tax dispute 

to deposit 50% of disputed tax amount at the 

CBK prior to negotiation. 

The same shall be refunded within 30 days if 

the taxpayer receives a favorable  judgement.

Tax Dispute Reform 

The recently passed National Industrial 

Training Act introduces a charge to employers 

to finance acquisition of vocational skills.

The Act aims to address the ‘missing middle’ 

layer in Education Financing. Monies collected 

from employers will be put in a fund and used 

to train students in vocational colleges. 

NITA Act
Employer Funded Skills Training

Proposal to amend the PFM Act to move 

away from a numerical public debt ceiling to 

Debt Anchoring at 55%.

Anchoring debt ceiling against GDP has value 

in a growth economy as it accommodates 

future buoyancy of the economy.  

The justification for the restructuring is to move the 

airline from a loss making territory to profitability, 

• Kenya Airways will be required to;

• Trim its Network;

• Rationalize frequency of flights; 

• Operate a leaner fleet; 

• Rationalize its staff complement;

It was not clear how many jobs are on the line, the 

timing of the exercise or how much the 

restructuring will cost.

Restructuring KQ
The Cabinet Secretary has proposed to 

restructure Kenya Airways to adapt to the 

challenges facing the aviation industry.

Proposal to amend the Insurance Regulations to 

require motorcycles and three wheelers used 

by commercial fare paying passengers to take 

up a comprehensive insurance cover.

The insurance will cater for treatment in case of 

injuries and offer compensation in case of death 

or any other damages caused by a motorcycle in 

the event of an accident. 

Insurance Reforms

This effectively places market skills 

building responsibility to employers. 

National Tax Policy 
& Revenue Strategy

Intention to table a National Tax Policy 

& Revenue Strategy.

Private Investment operates best under an 

environment of certainty - where laws and 

taxes and other obligations are assured. 

The National Tax Policy and Revenue 

Strategy will give direction and clarity in the 

tax realm by stipulating the country's fiscal 

objectives in the medium term to long term.

Debt Ceiling Reform 

Climate Risk Reporting
Monitoring Climate-Related Risks 

Amendment to the Capital Markets Act to 

allow single director firms and partnerships 

to be licensed as investment advisors.

Amendment to CMA Act
New Profile of Investment Advisors



Key Tax Proposals



32www.proexcellence-management.com  

Proposal requiring Multi-National Corporations 

operating in Kenya to report to KRA on their 

operations in Kenya and other jurisdictions.

This comes after Kenya ratified the Multilateral 

Convention for Mutual Administrative Assistance in 

Tax Matters (MAC) with the Global Forum on 

Transparency and Exchange of Information on Tax 

Matters.

The move aims at promoting greater tax 

transparency among multinational enterprises.

Tax Exemption on 
Donations

Additional Reporting 
Requirements for Multi Nationals

Key Tax Proposals
Income Tax Measures 

Proposal to allow deductions on 

donations to all charitable entities.

This will shield local artisans who from 

competition from imported finished 

products.

Kshs. 50.4 Billion 
The additional mount of Tax 

revenue to be realized from 

the new tax proposals.

Proposal to amend the Income Tax 

Act to exempt MFIs under the 

Microfinance Act from thin 

capitalization (EBITDA). 

As lenders MFIs, have significant  

interest expenses and deserve the 

exemption.

Microfinance Institutions 

Proposal to reduce export levy from 80% to 

50% on raw hides and skins. 

The move aims to support pastoral communities 

who depend on sale of hides and skins, as well as 

farmers who rear cows.

This is a boost to the Agricultural and Livestock 

sector which is a major source of livelihood and 

employment.

Export Levy Reduction 

Proposal to exempt inputs and raw materials for 

manufacture of pharmaceutical products from 

RDL and IDF. 

The cost of medicine is a major challenge. This 

proposal intends to help manufacturers control 

costs and compete with imports.

Duty Exemption for Pharma 
Products

Miscellaneous Fees    
and Levies
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Proposal to exempt neutral spirit used in the  

manufacture of pharmaceuticals 

The exemption will eliminate cash flow 

challenges occasioned from delays in remitting 

excise duty refunds.

Excise Duty Exemption                   
for Local Passenger Vehicles

Neutral Spirit

Key Tax Proposals
Excise Duty & VAT Measures 

Proposal to exempt locally manufactured 

passenger motor vehicles from excise duty. 

This will encourage investment in the vehicle 

manufacturing sector and enhance 

competitiveness of locally manufactured 

passenger motor vehicles.

Proposal to exempt Fertilized eggs for 

hatching for licensed hatcheries upon 

recommendation by the responsible

Cabinet Secretary.

This will lower the price for eggs and help 

meet the demand for fertilized eggs as the 

supply of these eggs had fallen since the 

excise duty was effected. 

Exemption for Fertilized 
Eggs for Hatching 

Proposal to introduce 15% excise duty on fees 

charged by all television stations, print media, 

billboards, and radio stations for 

advertisements of these activities.

This is meant to discourage the use of harmful 

products especially by the youth .

Gambling, Gaming And 
Alcohol Adverts

Proposal to introduce an excise duty of Kshs. 70 

per milliliter to protect the health of citizens.

This effectively will raise the price of e-cigarettes 

making them less accessible to users particularly 

school children and the youth..

E-Cigarrettes

Proposal to exempt from VAT plant and 

machinery for use by manufacturers of 

pharmaceutical products.

This aims at cushion the public from escalating 

health fees and burdening our health sector.

VAT Exemption for Manufacturers 

of Pharmaceutical Products

Proposal to Medical oxygen, urine bags, adult 

diapers, artificial breasts, colostomy or 

ileostomy bags exempted.

This aims to lower the cost of health care and 

expand access to quality and affordable 

health care services. 

Custom Duty

VAT Exemption for Local 
Passenger Vehicles

Proposal to exempt locally manufactured 

passenger motor vehicles from VAT.

The move aims at making locally assembled 

vehicle affordable and will help entrench the 

‘Buy Kenya, Build Kenya’ policy. 



Main Risks & Challenges to 

Achieving Budget Objectives

Pro Excellence  Commentary
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Rising Public Sector Debt 
Limited Fiscal Space

Our high debt position leaves little funds for 

development and could impede our efforts to 

achieve our FY2022/23 development objectives.

Overall, the weak budget balance, high interest 

rates on our existing debts and a low rate of 

economic growth are not in our favor in reducing 

the rising public sector debt.

Our capacity to service our debts will further 

decline owing to the significant debts maturing 

over the next 2 years and their obligatory interest 

payments.

Risks & Challenges

Priority Action
Focus should be on reducing government 

debt from its current peak and Stimulating 

the economy to spur productivity.

The upcoming General Elections present a new 

dynamic of conflicting priorities that may arise 

between the current and incoming executive. 

Though the legal budgeting framework and 

process is defined, a transitional budget 

presents a challenge in terms of conflicting 

political agendas.

We anticipate moderate changes in the coming 

months.

Transitional Budget    
The Risk in Conflicting Priorities

Global Risks
Impact to Agriculture

While most sectors may be impacted by the 

conflict in Europe, the Agricultural sector has 

to bear additional shock of fertilizer shortages, 

reduced exports and high prices of inputs.

The GoK should monitor the sector to offer 

support when needed and shore up food 

sufficiency, employment and export earnings.

Projected growth may be moderated by the 

conflict in Europe as it impacts supply of 

commodities such as oil, wheat & fertilizer.

The recently passed NITA Act addresses the 

‘missing middle’ layer in education Financing.

The monies collected from employers will be 

put in a fund and used to educate and train 

students in tertiary (TVET) colleges. 

Pressure on Employers
Shifting the Burden?

Pending Bills Clearance

Directive to settle all pending bills by 30th

June, 2022.

As the financial year began, Counties reported 

Kshs.140 Bn worth of pending bills.  

This effectively constrains business, results in 

poor service delivery by contractors and are a 

disincentive to engaging with county 

governments.

Settling pending bills will support 

business recovery and spur 

spending at the local level.

Counties have a low absorption rate for 

expenditure budgets leading to an undesirable 

track in effecting development projects.

It will also hamper county efforts to unlock 

new opportunities for economic growth and 

productivity. 

Low Absorption Rate



Way Forward                               

Key Recommendations 



32www.proexcellence-management.com  

Recommendations 

Whereas it is clear that counties have a low 

absorption rate for funds in their budgets, it does 

not appear to be solely an issue of their low 

capacity to absorb but also a consequence of 

bureaucracy that occasions delays in disbursement.

Treasury can enable better absorption at the 

county level by releasing funds in good time. 

Without this county operations are hampered.

Low Expenditure Absorption 
A Major Bottleneck to County Development

The Integrated Identity Management System can 

be in curbing the challenges experienced in credit 

lending such as identity fraud.

From a revenue mobilization perspective, the 

utility of an Single Source Identifier can be in 

expanding the tax net. 

Besides facilitating access to government services, 

the ‘Huduma’ Service Number’ may well be the 

key to formalizing the informal sector and 

identifying potential taxpayers. 

Leverage the Single Source 
Identifier to Mobilize Revenue
“Can this Bring Us Out The Shadows?”

“To support development there is 

need to streamline the process of 

disbursing the Equitable Share of 

Revenue to Counties.”

Transform Key Sectors
Seek High Growth In Our High Output Sectors

A strong economy propped up by a robust Agricultural sector is a possible future scenario.

Agriculture has the potential to create immediate and large scale impact as the sector 

significantly contributes to Employment, Food Security, National Security; Health, Export 

Earnings and Economic Growth. 

The current extension of subsidies towards fertilizer is commendable and should be 

sustained.

With the right policies, instant transformation can be realized. We can draw lessons from 

Malawi, a similar African nation that boosted its agricultural output in a short period of 

time. 

Levy constitutes 45% of the price of fuel in 

Kenya and has an immediate impact of 

decreasing disposable income and 

escalating our vulnerability to inflation.

In view of the rising fragility, of the local 

and global economy, this may have a 

negative and unintended effects of slowing 

down growth

Reduce high levy on Fuel 
Enable Quick Recovery

Kenya’s economy is 80% informal. 

The utility of the Integrated Identity 

Management System is in bringing the 

informal sector ‘out of the shadows’ and 

into the tax fold. 

Having fewer people outside the tax net 

will support sustainable revenue 

collection.



Dividing Lines

Devolution

How Counties Performed 
on Key metrics FY2021/22
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County Budgets’ Analysis

Low Expenditure on 
Development Budget

Counties development budget absorption rate 

was low across board indicating that 

development projects may not have been 

prioritized.  

By law, counties must put 30% of their total 

budget to development. 

With a low development expenditure the 

momentum for growth will remain weak.

Underperformance in Own-
Source Revenue Generation

In the first half of FY2021/22 counties generated 

24.3% of the annual defined target of Kshs.57.8 Bn. 

Part of this under-performance was occasioned by 

pandemic effects. However, the lack of updated 

valuation rolls has further hindered implementation 

of the County OSR Policy.

The Cabinet Secretary has proposed a National 

Rating Bill 2022 to replace the outdated 

Valuation for Rating Act (Cap. 266) and Rating Act 

(Cap. 267). Once enacted the bill will guide the 

valuation for rating and imposition of rates on 

rateable property.

Even in a pandemic year, expenditure on Personnel 

Emoluments accounted for 56.9% of the total 

county expenditure in the first half of FY 2021/22. 

This effectively constrains funding to other 

programs and may breach the limit set as 

proportion to total budget. 

Addressing this is vital to unlocking the 

development potential of counties.

High Expenditure on 
Personnel Emoluments

In the first half of FY 2021/22, County 

governments paid out Kshs.11.2 bn towards 

settling pending bills out of the self-reported 

stock of pending bills of Kshs.140 bn.  

This effectively constrains business and results 

in poor service delivery by contractors.

Pending bills are now required to be budgeted 

’as a first charge’ in the FY2022/23.

High Level of Pending Bills

Cross-cutting Issues. What Has Changed?

A Note on OSR Generation: 

National and County governments each have a 

role to play in unlocking opportunities for 

economic growth.   

To mobilize additional fiscal revenue, Counties 

should take on innovative actions to enhance 

productivity

OSR generation will in the future be regulated by 

the County Governments Revenue Raising Process 

Bill that aims to address the problem of multiplicity 

of fees and charges within and across counties.

Enhancing Own Source Revenue 
Focus should be placed on enhancing 

Productivity as a way of raising incomes 

and County Own-Source Revenues.

Need to Trim The Fat
With our ballooning national debt and 

the uncertainty in that, it is imperative 

that counties rationalize expenditure to 

only maintain essential spending.
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Recommendations

Telemedicine is an invaluable tool that can be 

used to bring first-class healthcare at the (last-

mile) County level with minimal investment in ICT. 

Remote doctor visits are making Healthcare more 

accessible at the sub-national level. 

Baringo County has initiated a Healthcare PPP -

The “Daktari Smart’ Telemedicine Program to help 

deliver healthcare to those that need it most.

The program piloted at Chemolingot sub-county 

Hospital, seeks to ensure ease of access to medical 

services among children in remote areas so as to 

reduce referrals from one hospital to the other. 

The partnership is between Baringo County and 

private sector entities - Safaricom M-Pesa

Foundation and Gertrude's Hospital.

This can be emulated by other counties.
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Private sector has a role to play if engaged.                            

Besides financing high priority economic 

infrastructure – power, transport, water and 

Solid waste management projects, PPPs have 

utility in the delivery of critical services such as 

in the Health and Education sectors.

Resource Assessment: A First Step to 

Planning for Revenue
County govts should invest in mapping out 

their resources to support resource 

mobilization and land use decisions.

Our Views on Resource Assessment:

Mapping County resources will expand productivity 

to realize the full potential of the county.

Geospatial Planning plays a crucial role in providing 

the vital data used in resource mobilization and 

development planning decisions.

With the right data, County planning departments are  

able to engage in zoning and designating areas for 

specific use. 

Both agri-based and non-agriculture based counties 

can rationalize revenue generation based on their 

resource advantage. 

Resource Assessment will have more value when the 

National Rating Bill 2022 comes into force.

“The PPP model is a less painful approach that 

can help Counties realize their unmet 

developmental objectives”

With the current pressures on development 

finance, Counties must leverage partnerships 

with the private sector to realize their unmet 

development needs. 

Our Views on PPPs:

• Create opportunities to collaborate with the 

private sector. 

• Invest in productive Infrastructure

• Go beyond to invest in social focused 

initiatives at the local level that are geared 

to improving lives.

• Create a PPP Pipeline of projects. 

Public Private Partnerships 
An Ideal Path for Growth

Health Partnerships 
Leveraging Technology to Expand Access 

to Quality Health Care Services

Transforming Agriculture: A Shared Challenge 

County governments must domesticate broad 

National policies being implementors of key 

devolved functions.

With regard to Agriculture, Counties must 

protect arable land and sustain efforts to spur full 

productivity.

Development through PPPs is cheaper, 

much faster and more efficient. 
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