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I. Introduction 

Mr. Speaker, Honorable Members and Fellow Kenyans, today, I present to the country the 

highlights of the Budget for financial year 2019/20. I do this in performing my fiduciary 

responsibility as the guardian of the nationôs finances and in fulfilment of the requirements of 

Section 40 of the Public Finance Management Act, 2012 and the Standing Order Number 241 

of the National Assembly. 

Mr. Speaker, H.E. the President, Hon. Uhuru Kenyatta has on several occasions, including 

most recently during the 2019 State of the Nation Address, set out an ambitious social-

economic development agenda that speaks to the Kenya we want. This has been captured 

under the Big Four agenda which lays out key initiatives that will put Kenya on a bold new 

path of rapid and shared economic growth, jobs creation at an unprecedented pace and 

reduced poverty on a sustained basis. 

Mr. Speaker, the Budget for FY 2019/20 lays a strong foundation for achieving the Presidentôs 

Big Four agenda while at the same time addressing the following challenges facing our 

economy: 

¶ One, creating an enabling environment for businesses, and in particular for the micro, 

small and medium enterprises in order to accelerate the growth of our economy and 

create more jobs for our youth; 

¶ Two, the need to be prudent and efficient in our spending; 

¶ Three, the need to mobilize domestic resources to fund priority projects and 

programmes; 
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¶ Four, the need to reduce our fiscal deficit in order to stabilize and reduce our debt; 

and 

¶ Five, the need to implement reforms that will enhance our efficiency and make us 

more competitive. 

Before addressing these challenges, allow me Mr. Speaker to say a few words on the recent 

economic developments and outlook. 

Recent Economic Developments and Outlook 

Mr. Speaker, our economy continues to be resilient in the midst of significant global and 

domestic headwinds. In 2018, our economy grew by 6.3 percent, up from 4.9 percent in the 

previous year. This growth is the highest to have been recorded for the past 8 years and well 

above the sub Saharan Africa region average growth of 3.0 percent and the global average 

of 3.6 percent, reinforcing the advantages of a diversified and reforming economy. This strong 

growth was attained despite the rising global trade frictions among major trading partners as 

well as uncertainties from Brexit and renewed geopolitical risks. 

Mr. Speaker, we project growth in 2019 to remain strong at around the same level as in 2018. 

While there are risks associated with delayed long rains which may impact negatively on 

agriculture, we expect such risks to be offset by continued strong performance in non-

agricultural activities such as tourism and construction. Over the medium term, we expect 

growth of over 7.0 percent as programmed activities under the Big Four agenda gain traction. 

Mr. Speaker, the risks to this outlook include an escalation of global trade-related tensions, 

a rise in oil prices and weather related shocks. Should these risks materialize, Kenyaôs growth 
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forecast could be constrained. However, the Government will take appropriate measures to 

mitigate any negative impact on growth. 

Mr. Speaker, let me now turn to how we are going to address the challenges facing us. Mr. 

Speaker, the theme for this yearôs budget is: Creating Jobs, Transforming Lives - Harnessing 

the ñBig Fourò Plan. This theme resonates with our strategies towards a stronger economy that will 

generate more employment opportunities and provide better livelihoods for Kenyans. In this budget 

therefore, we are laying a firm foundation for accelerated growth and shared prosperity. 

II. Accelerating and sustaining inclusive growth 
 

Mr. Speaker, in order to achieve rapid and inclusive economic growth and expand job 

opportunities for the youth, we must continue to improve the business climate in order for our 

private sector to thrive. Therefore, we must continue to implement prudent fiscal and 

monetary policies in order to achieve a low rate of inflation, low but sustainable interest rate 

and a competitive exchange rate.  

In addition, we will continue with our ambitious business reform initiatives in order to reduce 

the cost of doing business and encourage private sector innovation and entrepreneurship. 

Our current ranking of 61 out of 180 countries in the World Bankôs doing business indicators 

is not only the best ranking we have had so far, but it is also an indication of our resolve to 

improve our business climate and become a top investment destination. Our aim in the next 

few years is to be among the top 50 nations in the World by continuing to strengthen our 

reform agenda. 

Mr. Speaker, last year, I amended the Income Tax Act, to provide for a deduction of thirty 

percent (30%) of the total electricity by manufacturers as rebate subject to the conditions to 
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be set by the Ministry of Energy. Mr. Speaker, the Ministry of Energy in consultation with the 

Ministry of Industry, Trade and Cooperative Development has now developed the framework 

that will be used so that manufacturers can enjoy this incentive. We expect this incentive to 

reduce the cost of electricity to manufacturers by about 20% and to make our products 

competitive in the region, and this should spur economic growth and create employment for 

the youth.  

Mr. Speaker, the large accumulation of VAT refunds with KRA arising from VAT on zero rated 

supplies has impacted negatively on the cash flow and liquidity of our manufacturers and the 

business community at large. In order to fast track the return of these funds to the rightful 

owners, I have constituted a team at the National Treasury to quickly validate the outstanding 

refunds with a view to clearing them within the next two months. Mr. Speaker, in addition 

there has also been a large accumulation of VAT refunds at KRA, which emanate from the 6 

percent VAT Withholding Tax. We are currently working on the modalities for settling these 

obligations and I intend to engage the business community immediately in order to come up 

with a workable solution. Going forward, we intend to lower the VAT Withholding Tax to a 

level that will eliminate the need for KRA to make refunds. I will be making proposals to lower 

the VAT Withholding rate under the tax proposals later in this Budget Statement.  

Mr. Speaker, on the pending bills, we have reviewed existing pending bills as directed by 

H.E. The President during this yearôs Madaraka Day celebrations. In addition to the payments 

we have made so far, we have prioritized payment of Ksh 10.9 billion of the verified pending 

bills which will be paid before end of this month. This should eliminate most pending bills 

owed to the youth, women and persons living with disabilities under the Access to 
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Government Procurement Opportunity. The clearance of this backlog should improve liquidity 

to our suppliers and contractors and thereby boost our economy.  

Mr. Speaker, our micro, small and medium enterprises (MSMEs) play a critical role in wealth 

and employment creation. We have listened carefully to their concerns which include limited 

access to credit, entrepreneurial skills and markets, as well as a cumbersome regulatory and 

working environment.  

Mr. Speaker, to facilitate faster clearance of cargo, H.E. The President in May 2019, directed 

the Ministry of Interior and Coordination, in collaboration with other Government Agencies, to 

ensure all import and export consolidators undergo strict vetting, registration and gazettement 

before they are allowed to operate at all the ports of entry and clearance. This will reduce 

delays in cargo clearance into the country for most small cargo importers operating under the 

consolidators; reduce tax evasion; curb the illegal importation of contraband and counterfeits 

goods; and reduce delays in cargo clearance into the country.  

Mr. Speaker, the Government has been supporting MSMEs through various affirmative action 

funds including the Uwezo Fund, Youth Enterprise Development Fund and Women Enterprise 

Development Fund. To increase efficiency and eliminate overlaps, I have consolidated the 

three Funds into one to be known as Biashara Kenya Fund. The Fund will give special priority 

to businesses owned by youths, women and people living with disabilities. The Regulations 

establishing the new Fund have been published after being subjected to stakeholder 

consultations and I will be submitting them to this House today. Mr. Speaker, to further 

improve access to credit for SMEs, last month, we endorsed a mobile loan product known as 

Stawi loans which offers unsecured loans to small enterprises.  
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Mr. Speaker, the Government through the Ministry of Information, Communications and 

Technology in Partnership with Academia, Civil Society and the Private Sector has set up a 

program known as ñAjira Digital Programò whose aim is to bridge the gap between skills 

available and skills demand. A major objective of the program is to enable over one million 

youths annually to be engaged as digital freelance workers. In order to provide stability for 

the youth engaged in this program, the Government has proposed that the youth registered 

in the program pay a registration fee of ten thousand Kenya shillings for the next three years 

in lieu of income tax with effect from 1st January 2020. In this regard, Mr. Speaker, I propose 

to amend the Income Tax Act in order to exempt registered members from regular taxation 

for the specified period.  

Mr. Speaker, this registration fee will be paid to the Ajira Fund through which the youth-

oriented program will be financed for the benefit of our young people who need to be engaged 

in tangible programs. In this regard, a framework for the registration of the Ajira members, the 

modalities of collecting the fee as well as the structure for the utilization of the Fund will be 

put in place. Mr. Speaker, this Fund that will promote growth of local business that generate 

digital and digitally-enabled jobs. In this respect, I have set aside Ksh 1.0 billion as seed 

capital for the Fund. I encourage the Youth and Women to take advantage of this funding 

window to establish and grow their businesses.  

Mr. Speaker, in order to take full advantage of the preferences and reservations in the 

procurement Act and promote local industries through the óBuy Kenya Build Kenyaô initiative, 

we are in the process of developing a catalogue of items that are locally manufactured, 
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assembled, mined or grown in Kenya and which will be given priority in public procurement. 

Accordingly, no tax exemptions will be provided for any items on the catalogue. 

In this respect, Mr. Speaker, with effect from 1st July 2019, all Ministries, Departments, 

Agencies and other Public Entities are required to give exclusive preference in procurement 

of motor vehicles and motor cycles from firms that have assembly plants in Kenya. This will 

go a long way in spurring the growth of local auxiliary industries and enterprises and create 

employment opportunities to the youth. 

Mr.  Speaker, we have received numerous complaints relating to late payment, and even 

non-payment of suppliers by businesses and contractors who enjoy relatively superior 

bargaining positions. The most affected are Small and Medium Enterprises. To address this 

situation, Mr. Speaker, I have proposed amendments to the Competition Act to empower the 

Competition Authority to deal with abuse of buyer power and ensure prompt payment to 

suppliers. The proposed amendments shall also provide for penalties for infringement of these 

provisions.  

Further, Mr. Speaker, going forward the National Treasury will endeavor to ensure that 

payments to suppliers of goods and services to the National Government are made within a 

maximum of 60 days. This, Mr. Speaker, will support our MSMEs and the business 

community. I expect all the 47 County Governments to take cue from this and ensure prompt 

payments for all supplies delivered to their respective Counties.  

Mr. Speaker, Government will streamline the process of Pre-Verification of Conformity 

(PVOC), so that our business community stops suffering demurrage charges and other costs 

while clearing their goods at the point of entry. This has been caused by additional inspections 
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of imports by the Kenya Bureau of Standards and a host of other agencies. Mr. Speaker, to 

address this challenge, it has been decided that once the Pre-Verification of Conformity 

(PVOC) has been done at the point of export and information relayed to our Customs and 

Standards teams, the same goods should not be subjected to further inspection unless there 

is prior intelligence on non-compliance. In addition, Mr. Speaker, the logistics at the Port and 

at the Inland Container Depot will be streamlined to have the customs and the essential 

Standards team only.    

III. Improving Expenditure Efficiency 

Mr. Speaker, turning to expenditures, we must ensure that our scarce resources are used in 

the most efficient and effective manner. Accordingly, since the start of this financial year, 

Government has implemented new initiatives to contain growth of expenditure. First, we 

adopted a zero-based budgeting process to weed out non-priority expenditures from the 

budget; second, we have adopted a policy of ñno new projectsò to ensure that Government 

completes ongoing projects; third, we are reviewing the portfolio of externally funded projects 

with a view to restructuring and re-aligning them with the ñBig Fourò Plan; and, fourth, we are 

taking measures to reduce spending on some specific programmes which are not of high 

priority. All these initiatives, Mr. Speaker, have helped to lower our expenditures. 

Going forward, Mr. Speaker, we will continue to take bold actions to contain our expenditures 

further in the next financial year in order to further reduce the deficit. This will entail the 

following:   
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The Wage Bill  

Mr. Speaker, the public sector wage bill continues to rise leaving fewer and fewer resources 

for development. Certainly, this is not a good practice and no meaningful development can 

be realized, unless we reverse the trend. Mr. Speaker, in order to contain the wage bill, I 

propose that we limit strictly the extension of service for the significant number of civil servants 

who are retiring after the age of 60 years. In addition, Mr. Speaker, we will restrict new 

recruitment to key technical staff, security personnel, teachers and health workers. Further, 

Mr. Speaker, a cleansing of the wage bill will be undertaken to root out ghost workers. 

Government will also fast track migration away from the current Integrated Payroll and 

Personnel Database System (IPPD) to IFMIS Human Resource Module to improve payroll 

management. 

Domestic and foreign travel 

Mr. Speaker, expenditure on domestic and foreign travel has been growing due to frequent 

travels. To limit this expenditure, we are exploring the use of a more efficient cost cutting 

approach, including use of electronic cards system for all public officers travelling within and 

outside the country. This card would be pre-loaded with subsistence allowance to be 

expended by Officers travelling on official duty on eligible expenditures only.  

Government Transport Policy 

Mr. Speaker, the Cabinet is considering a new Government transport policy that will 

standardize the institutional framework for fleet management and use of fuel cards across 

Government in order to improve efficiency and cut cost. In addition, the policy will promote 
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local industries by requiring that all Government vehicles be procured only from local 

assembling plants. 

Office Accommodation 

Mr. Speaker, the Government has been leasing office space at higher than market rates 

resulting in huge costs to the Government. Beginning 1st July 2019, all procurement of office 

accommodation by Government will be standardized with uniform cost leases and existing 

contracts will be renegotiated to ensure a standard rate.  

Procurement Reforms 

Mr. Speaker, we are on course towards providing an electronic end-to-end solution on all 

procurement processes. Mr. Speaker, this will significantly enhance efficiency, transparency 

and accountability in procurement. It will further provide procurement audit trails, enhanced 

reporting and procurement analytics for better monitoring of the public procurement system, 

efficient and electronic archiving of procurement records and availability of online appeal and 

complaint mechanism, among others. 

Mr. Speaker, we are now in the final stage of issuing the new Public Procurement and Asset 

Disposal Regulations to fully operationalize the Public Procurement and Asset Disposal Act, 

2015. Our assessment shows that significant savings can be achieved under Framework 

Procurement and new institutional arrangement for Common User items that have been 

instituted in the new Regulations. 
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Pension reforms 

Mr. Speaker, the pension budget has increased by over three fold in the last 10 years from 

Ksh 25 billion in FY2008/09 to Ksh 86 billion in FY 2018/19. This is unsustainable. Between 

February and May 2019, we conducted a payroll cleansing exercise for pensioners and 

dependants at the Huduma Centres across the country, to authenticate the approximately 

270,000 recipients of monthly pension paid by the Government.  We are finalising the analysis 

and we expect cost savings. Pension management is also being improved with migration to 

IFMIS since May 2019. 

Mr. Speaker, to address the challenge of the rising pensions budget, we have finalised a new 

National Pensions Policy and the Public Service Superannuation Scheme (PSSS). This 

scheme, which will be rolled out in the FY 2019/20, will ease the pension burden on the 

exchequer and free resources for other critical national priorities while at the same time 

ensuring that the pension budget remains sustainable. This scheme will allow portability of 

pension benefits thus allowing free movement of staff into and out of Government.   

Public Investment Management  

Mr. Speaker, the Government will issue Public Investment Management Regulations which 

will provide a framework for appraising and approving new projects to be funded through the 

Government budget. In order to enhance transparency and accountability, all the approved 

and on-going projects will be available in a Public Investment Management Information 

System portal. 
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IV. Increasing Tax Collection 

Mr. Speaker, in addition to the expenditure measures that I have just enumerated, domestic 

revenue mobilization will be critical to helping us achieve our fiscal deficit target.  

Mr. Speaker, I will be coming back later in this Budget Statement to our proposed taxation 

measures that will make our tax system more efficient and strengthen our revenues. 

Meanwhile, in terms of administrative measures to enhance revenue collection and seal 

revenue loopholes, a number of initiatives are underway, including: 

¶ Sustaining the fight against illicit and counterfeit trade that was launched last year; 

¶ KRA will continue to strengthen and upgrade the ICT systems, including the full rollout 

of the integrated customs management system which has been delayed for too long; 

¶ Information sharing through Memorandum of Understanding (MoUs) with other 

jurisdictions to support the fight against cross-border tax evasion; 

¶ Revenue Enhancement Initiatives (REI) that target among others: enhanced scanning 

of containers to detect concealment; Implementation of a Regional Electronic Cargo 

Tracking system to tackle transit diversions; Implementation of new debt collection 

strategy; Resolution of tax disputes; and enhancing investigative capacity to support 

revenue collection.  

Mr. Speaker, we expect the above administrative measures to significantly boost our revenue 

efforts. 
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V. Fiscal framework to stabilize and reduce our debt 

Mr. Speaker, in the coming financial year, we expect revenues, including A-i-A of Ksh 2.1 

trillion (19.7 percent of GDP). Expenditures and net lending are projected at Ksh 2.8 trillion 

(25.7 percent of GDP), leaving a fiscal deficit including grants of Ksh 607.8 billion. In relation 

to GDP, this deficit translates to 5.6 percent, a decline from 6.8 percent in FY 2018/19 and 

7.4 percent for FY 2017/18. Mr. Speaker, the fiscal deficit of 5.6 percent of GDP in FY 

2019/20 will be financed by net external financing of Ksh 324.3 billion (3.0 per cent of GDP) 

and net domestic financing of Ksh 283.5 billion (2.6 per cent of GDP). 

Mr. Speaker, we shall continue to remain on this planned path of reducing the fiscal deficit in 

the medium term in order to create more fiscal space and to reduce the public debt. 

Mr. Speaker, resource mobilization through borrowing will be in accordance with the Public 

Finance Management Act, 2012 and guided by the annual Medium Term Debt Management 

Strategy, which this House approves annually, and which seeks to minimize costs and risks 

on public debt and borrowing. Official Development Assistance on high concessional terms 

will be preferred for some of the external financing while medium to long term Treasury Bonds 

will remain the primary source for domestic financing. 

Mr. Speaker, Kenya continues to meet its debt service obligations promptly with no 

accumulation of debt arrears. Public debt is within sustainable levels and the debt burden is 

projected to decline over the medium term as we implement fiscal consolidation plan.  

Mr. Speaker, the loan proceeds we have contracted, primarily from our multilateral and 

bilateral development partners have been used to finance development expenditures 

including in such areas as ports, railway, roads, energy and water. This infrastructure is critical 
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to the expansion of our potential growth and regional competitiveness and in making Kenya 

the African hub for transportation, industrial and services sectors. Nevertheless, the borrowed 

resources must be used wisely. Accordingly, the recently established Public Investment 

Management Unit will be appraising all infrastructure projects before such projects are 

committed in the budget, in order to establish their value for money, affordability and 

economic return for the benefit of the current and future generations in line with the 

Constitution of Kenya. 

Mr. Speaker, we have constituted and strengthened the Public Debt Management Office at 

the National Treasury under a Director-General to be responsible for public debt management 

and operations. We have initiated a set of reforms to promote development of the domestic 

debt market, an important source of financing for our development programs. In particular, 

Mr. Speaker, we plan to roll-out measures to enhance transparency and predictability in the 

issuance and trading process for Treasury Bills and Treasury Bonds to enhance efficiency, 

lower costs and risks, as well as develop an effective yield curve for Government domestic 

debt securities. Given the importance of Eurobonds in our debt portfolio, we will strengthen 

the debt office to adopt modern liability management instruments to reduce cost and 

settlement risks, in addition to introducing an investor relations unit. 

VI. Transfers to Counties 

Mr. Speaker, County Governments in the coming financial year will receive a proposed 

allocation of Ksh 371.6 billion, of which, Ksh 310 billion is the equitable share and Ksh 61.6 

billion will be conditional transfers, including Ksh 38.7 billion from our development partners. 

Mr. Speaker, I am well aware that the proposal I have outlined above on the Division of 
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Revenue between the National and County Governments is subject to negotiations under the 

Joint Mediation Committee established by the two Houses of Parliament. We look forward to 

the speedy conclusion of the mediation process, which we expect will fully take into account 

the provisions of Article 203 of the Constitution. 

Own Source Revenue 

Mr. Speaker, in order to encourage the Counties to optimize own source revenue collection, 

the National Treasury in collaboration with the Council of Governors will implement the 

National Policy to Support Enhancement of County Governmentsô Own-Source Revenue. 

Further, as per the Presidential Directive issued in February 2019, the National Treasury has 

established a multi-agency team to develop and implement an Integrated Revenue 

Management System for County Governments. This initiative is aimed at eliminating the 

leakages and large costs currently incurred by Counties in their revenue collection processes. 

Mr. Speaker, during this financial year, the County Governmentsô Revenue Raising Process 

Bill, 2018 was submitted to the National Assembly. Pursuant to Article 209(5) of the 

Constitution, this Bill aims to regulate the introduction of levies by County Governments while 

ensuring that Counties do not prejudice national economic policies, cross-County economic 

activities; or, national mobility of goods, services, capital or labour. I urge this House to 

prioritise the enactment of this Bill in order to ensure better regulation of the process of 

introducing new levies by County Governments to safeguard the gains made in improving our 

business climate.  


