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BUDGET POLICY STATEMENT

l. INTRODUCTION

1. This is the first Budget Policy Statement (BPS) to be tabled in Parliament in
accordance with the requirements of Fiscal Management Act, 2009, section 7 sub-
sections (1), (2) and (3). It presents broad strategic macroeconomic, fiscal policy and
structural reform measures underpinning the Budget for FY 2010/11 and the medium-
term. Specifically, the 2010 BPS presents the recent economic developments; the
medium-term macroeconomic and fiscal framework underlying the MTEF budget; an
outline of the expenditure programme priorities and allocation of resources as well as a
summary of sector achievements and medium-term priorities.

2, The overriding policy thrust of this BPS is to consolidate the economic
recovery gains made so far and put the economy back onto a firm foundation of high
and sustainable growth path. To achieve the envisaged performance, the Government
will step-up investment in the key priority social and economic sectors. Equally
important is the planned up-scaling of investment in critical physical infrastructure
such as roads, rail, power generation as well as power transmission and distribution
systems, and port modernization and expansion.

3. To complement the investment in the socio-economic sectors and physical
infrastructure, the Government aims at deepening structural reforms in the area of
governance, public financial management; public service, business regulation, and the
financial sector. These reform measures are aimed at reducing the cost of doing
business with a view to enhancing Kenya's competitiveness and investment.

4, The 2010 BPS also underlines the importance of continued maintenance of
macroeconomic stability to the achievement of high and sustainable economic growth,
employment creation and poverty reduction objectives. On the fiscal front, this BPS
takes cognisance of the reality that available resources are scarce and that there is
need to focus on national priority programmes that have high impact on our stated
national objectives, but within a framework of a stable macroeconomic environment,

IL. RECENT ECONOMIC DEVELOPMENTS

Growth

5. After experiencing a sharp decline in growth from 7.1 percent in 2007 to 1.7
percent in 2008, Kenya's economy is beginning to emerge from the challenges of the
last quarter of 2007 and the first quarter of 2008 following return of peace in the
country. Provisional estimates put the growth in real GDP at about 2.2 percent, which,
though weak an improvement, is encouraging. Indeed, economic recovery is now
underway; thanks to the good rains that started falling in November 2009, and the
global economic recovery that is gaining momentum.



6. Adherence to sound macroeconomic policies, a credibility achieved over the
last seven years, has played a crucial role to stabilize the economy and allow counter-
cyclical adjustments. Cautious policies that reduced substantially domestic and
external debt levels (from about 60 percent to 40 percent) during the last decade has
enabled the Government to maintain monetary and fiscal policy stance supportive of
increased economic activities, without compromising its macroeconomic stability
objective.

Inflation and Interest Rates

7. The 12-month overall rate of inflation fell from 14.6% in February 2009 to 4.7
percent in January 2010. Over the same period the annual average rate of inflation
dropped from 16.8% to 8.5%. The decline reflected in part the change in the
computation methodology and more importantly reduced prices of food items that were
driving inflationary pressures in 2009. However, the underlying rate of inflation
(excluding food and energy), which had eased to 4.9% in November 2009 from 8.4%
in February 2009, stood at 5.7 percent in January 2010.

8. Interest rates have remained generally stable during the period under review,
with the average  91-day Treasury bill rate rising modestly from 7.7 percent in
September 2008 to 8.5 percent in January 2009 before easing to 6.6 percent in
January 2010. The 182-day Treasury bill rate also increased to about 9.1 percent in
December 2008 from 8.1 percent in September 2008, but it declined to 7.0 percent by
end-January 2010. Interest rates for longer term (3 to 20-year) government bonds
ranged between 9 percent and 12.5 percent.

Balance of Payments and Exchange Rates

9. During the year ending-December 2009, the external current account
worsened recording a deficit of US$ 2.1 billion (7.3 percent of GDP) compared with a
deficit of US$ 2.2 billion (7.2 percent of GDP) in 2008. The weaker current account
position in 2009 reflected the deterioration in the trade balance from a deficit of US$
5.6 billion to US$ 5.7 billion. The weakening of the trade balance was driven by 11.4
percent contraction in exports earnings, which more than offset the 4.5 percent drop in
imports. The fall in export earnings largely reflected reduced volume of exports of
horticulture, tea and re-exports that outpaced the improvement in commodity prices
during the review period.

10.  The capital and financial accounts, on the other hand, recorded a larger
surplus amounting to USD 2.5 billion (8.9 percent of GDP) and thereby offset the
deficit in the current account. In consequence, the overall balance of payments
registered a surplus of US$ 464 million, a sharp turnaround from a deficit of US$ 513
million in 2008.

11.  The improvement in the overall balance of payments was mirrored in the
country’s foreign exchange holdings. Official foreign exchange reserves rose to reach



US$ 3.8 billion at end-December 2009 (equivalent to 3.3 months of imports coverf)
from US$ 3.1billion at end-December 2008 (equivalent to 2.9 of months of imports
cover). The improved reserve position was bolstered by disbursements from the IMF's
Exogenous Shock Facility and the enhancement in the SDR allocations by the Fund,
as well as CBK's efforts to increase its foreign exchange holdings through purchases
in the inter-bank foreign exchange market.

12.  After depreciating to Ksh. 80.3 per US dollar by March 2009, the Kenya shilling
stabilised during the second half of 2009, exchanging at Ksh. 74-76 per US doliar. By
February 2010, the shilling exchange rate strengthened to trade at Ksh. 76.7 per US
dollar compared to Ksh 79.5 per US dollar in February 2009. Against the other major
currencies, the Kenya shilling depreciated by 25.8 percent to the South African Rand,
4.9 percent to the Sterling Pound and 3.3 percent against the Euro but appreciated by
1.3 percent against the Yen in February 2010.

Monetary Developments

13. Broad money, M3, increased by 19.2 percent in the twelve months to January
2010, compared to 11.8 percent in a similar period in 2009. The stronger expansion in
money supply reflected growth in both net foreign assets (NFA) and net domestic
assets (NDA) of the banking system. The NFA of the banking system grew by 5.9
percent compared with a contraction of 6.1 percent a year earlier.

14,  Over the same period, the NDA of the banking system, mainly driven by
government borrowing, rose by 24.7 percent compared to 21.1 percent in 2009. Credit
to the private sector in the 12-month to January 2010 slowed to 15.2 percent
compared to 23.4 percent over a similar period in 2009. Most of the credit extension to
the private sector supported agriculture and construction sectors as well as consumer
spending.

15. After dipping to 2,475 points in February 2009, from a peak of 5,774 points in
January 2007, the NSE Index rose to 3,247 points in December 2009. By January
2010, the index had risen further to 3,565 points. Similarly, market capitalization
increased to Ksh. 910 billion in January 2010, from Ksh. 611 billion in February 2009.
The strengthening of the stock market indicators reflects improved profitability of key
companies listed at the NSE and improvement in investor confidence, in part due to
the bold reform measures taken by the Government to improve transparency and
accountability in the operations of the NSE as well as steps to strengthen the
supervisory capacity of the Capital Markets Authority (CMA).

~
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Fiscal Performance, July 2009 - February 2010

16.  Total revenue for the period July 2009- February 2010 amounted to Ksh. 340.7
billion, following an increase of Ksh. 31.5 billion or 10.2 percent over a similar period
ending February 2009. Ordinary revenue stood at Ksh 313.4 billion at the end of
February 2010, representing an increase of Ksh. 27.6 billion or 9.7 percent over a
similar period in the previous financial year. However, against the budget target of Ksh.
363.7 billion, total revenue was Ksh. 23 billion lower than expected. Ordinary revenue
was Ksh. 20.6 billion below the expected receipts of Ksh. 334.0 billion over the period
under review. Indeed, the underperformance in ordinary revenue accounted for nearly
90 percent of the shortfall in total revenue for the 8-month period ending February
2010. The under-performance in ordinary revenue was largely due to slower recovery
of the economy than envisaged. On the other hand, Appropriations-in-Aid (A-I-A),
which stood at Ksh. 27.3 billion by the end of February 2010, also underperformed
and accounted for Ksh. 2.4 billion or about 10 percent of the overall shortfall in total
revenue. (see Table 1 below). The lower than targeted A-I-A is mainly attributed to
reporting lags in projects supported by the development partners who funding does not
pass through the National Exchequer.

17.  During July 2009 - February 2010, total expenditure amounted to Ksh. 440.0
billion against a target of Ksh. 503.6 billion, reflecting an under-spending of Ksh. 63.5
billion. Recurrent expenditure amounted to Ksh. 331.2 billion against the budget target
of Ksh. 332.3 billion, recording a slight under-expenditure of about Ksh. 1.0 billion.
Development expenditure, on the other hand, amounted to Ksh. 108.3 billion against a
target of Ksh. 170.3 billion, representing an under-spending of Ksh. 62 billion (see
Table 1 below).

18. Domestically financed development expenditure amounted to Ksh. 85.0
billion, Ksh. 23.1 billion below the budget target. This under-performance was mainly
due to the slow take off in the implementation of Economic Stimulus Programme
(ESP), occasioned by the need for consulting widely with all relevant stakeholders in
order to establish a credible framework for implementing and monitoring the progress
in the implementation of the ESP projects.

19.  Foreign financed development spending continues to face a number of
implementation problems at the project level and thus affecting the extent of uptake of
external resources. Indeed, for the period under review, foreign-funded development
expenditure amounted to Ksh. 23.3 billion against a target of Ksh. 62.3 billion (see
Table 1 below). Some of the factors behind this underperformance include: lengthy
and at times unnecessary disbursement steps and procedures, cumbersome
procurement procedures, and delays in obtaining no objection approvals required by
the donors. These challenges are compounded by insufficient understanding of donor
policies by project personnel.

20. Taking into account the developments in revenue and expenditure during
July 2009 and February 2010, the overall fiscal balance registered a deficit (after



grants) amounting to Ksh. 88.1 billion compared to the budget target of Ksh. 118.1
billion. After taking account of net foreign financing, the actual net domestic financing
amounted to Ksh. 87.3 billion against a target of Ksh.81.8 billion (see Table 1).

21, It is, however, worth noting that whereas domestic borrowing faired well and
financed almost the entire fiscal deficit in the period under review, over reliance on
domestic borrowing poses a potential risk of crowding out the private sector, which,
over the years has been recognised as the engine for economic growth, employment
creation and poverty reduction. Consistent with Vision 2030 and Medium- term Plan,
the Government will contain growth in total expenditures to levels consistent with
sustainable debt and gradually reduce domestic debt to create fiscal space through
reduced interest payments. To facilitate reduction in domestic debt, the Government
aims to increase access to external concessional funds and use part of the proceeds to
repay the domestic debt already acquired. The savings likely to arise from this debt

management strategy will be used to finance critical and strategic priority development
programmes.

Table 1: Fiscal Developments, July 2009 - February 2010

2008/09 |2009/10 2003/10

Fep-03, Budget |- - - S Deviatlon
Prov. PLg Prov.

TOTAL REVENUE T T T aoea | Usess | Taeag T3a0r | (230)
_ Ordinary Revenue (excl. LATF} 2858 | s228| 3340 3134  (20.6)
Ministerlal and Departmental fees(AiA} 235 461 |  29.7 27.3 | {24}
EXPENDITURE AND NET LENDING | 359.0 | 772.4| 503.6 440.0 |  (63.5)
_Recurrent expenditure | _2778| 509.1| 3323 33L2( {10}
Development and Net Ipnding N 805 | 2613 1703 1083 |  (62.0}
_Domestically flnanced | _S68| 1575| 1080 = 850  (23.1}
Of which Net Lending Lo xr) 24y 0 L1 1.3 Q.2
. Forelgn financed | ma7| 1038 _s23) 233| (3839
CCF 1.0 20| 10, 0.5 ~ {0.5)
erants T T 0 Tee| sma| 2180 100 | (118)
BALANCE INCL. OF GRANTS [CASH BASIS) | (43.3)| (168.2)| (1181} (883} _ 30.0
mnanaing T T ~ T de | isez | 1136 sro | (7
 Net foreign financing | 29| s02| 277’ 06 (27.1)
_Disbursements I 141 ___685 ‘_____405 134 | [27.1)
Repayments i ) w___g.li b3 . (18.3){  (12.8) (12.8)|_ - |
__Domestic ﬂnanclng . 37.2 118.0 85.8 '  B87.3 | 1.5
__ Privatization proceeds & Others e85 A0 - | 4.0
_____ Net domestic borrowing . 37.2 109.5 818 87.3 5.5
Financing Gap/statistical discrepancy (3.18)|  0.00| {a50) (0.17) 4.3

Source: Ministry of Finance




Emerging Challenges

22, Since the commencement of this financial year in July 2009, a number of
challenges, which are likely to affect the original assumptions that formed the basis of
the FY 2009/10 Budget, have emerged. These challenges include:

(a) Revenue underperformance: On the resources front, as already
indicated, ordinary revenues experienced a cumulative shortfall of Ksh.
20.6 billion by end of February 2010. Therefore, revenue targets for FY
2009/10 may not be fully realized.

(b) Privatization: The FY 2009/10 budget framework envisaged receipts
amounting to Ksh. 6.0 billion from sale of government shares in SONY
Sugar Company and the National Bank of Kenya. It is now evident that
the privatization process will not be complete before the close of the
financial year, thus reducing the expected resource envelope by Ksh.
6.0 billion.

(¢) On the expenditure side: In August 2009, the Government rolled
out a Ksh. 24.6 billion programme to mitigate the adverse effects of the
prolonged drought experienced in most parts of the country. Of this
amount, Ksh. 13.1 billion was financed through realignment of the
concerned spending ministries’ budget; Ksh & billion from the Civil
Contingency Fund and borrowing from the Strategic Grain Reserve
(SGR); and the balance of Ksh. 5.5 billion from expenditure cuts
across all ministries.

(d)  Additional Funding: Treasury has since July 2009, received requests
for additional funding by spending ministries amounting to slightly over
Ksh. 123 billion. Among these expenditures include the Ksh. 9.9 billion
required to put into operation the IECK in readiness for the
Constitutional Referendum. An additional Ksh. 2.9 billion is also now
required to rehabilitate infrastructure damaged by the floods from the
mini-El Nino rains, which rocked the country in late 2008 and
continued in early 2010.

23. in view of the financial constraints and the need to ensure sustainable
domestic borrowing and maintain macroeconomic stability, the requests for additional
funding have been rationalized and limited only to key interventions that cannot be
postponed.

i MEDIUM-TERM MACROECONOMIC FRAMEWORK, 2010/11-2012/13
24.  The broad national objectives remain as outlined in the National Vision 2030,

which aims at raising growth to 10 percent by 2013/14 and sustaining it at that level in
the medium-term; reducing poverty and addressing socio-economic regional



inequities; improving the country's human capital; and investing in programmes aimed
at inculcating national cohesion.

25.  To this end, the Government will continue to implement national priority
programs articulated in the Vision 2030 and its Medium Term Plan, 2008 - 2012, while
maintaining prudent management of public resources. In this regard, the public
resources will be aligned to attainment of sustainable pro-poor growth projects and
programmes identified under the pillars of Vision 2030.

26. The Government is aware that persistent socio-economic inequities threaten
national unity and social stability. This is, indeed, the reason why the Government
created the Ministry of State for Development of Northern Kenya and Other Arid Lands
to coordinate the development and implementation of development programmes for
these regions. Moving forward with its commitment to address regional inequality, the
Government will develop a special socio-economic programme, with resources
dedicated for this programme, covering education, health, roads and water supply.

Medium Term Outlook

27.  Kenya's growth prospects for 2010 and the medium term look brighter now
with the recovery of the global economy. In 2010, world output is expected to rise by
about 4 percent, following a decline of 0.8 percent in 2009. This reflects growth in real
GDP for advanced economies of 2 percent and 2.5 percent in 2010 and 2011,
respectively, following a sharp decline in 2009. With the global economy recovery
underway, exports of goods and tourism are expected to rebound and the flow of both
private capital and remittances to improve. The economy will also benefit from ongoing
interventions in key sectors, including agriculture and livestock, transport, roads,
energy, and information, communication and technology (ICT). Overall, Kenya's
economy is expected to revert to its potential growth of 6-7% by mid-2014.

28.  Expansion in the private sector investments is expected to contribute
significantly to the realisation of Kenya's economic growth potential. To move in this
direction, continued pursuit of sound macroeconomic policies and deepening of
structural reforms in the area of governance, public financial management, public
service, business regulation and financial sector, will be implemented to further
increase economic efficiency and effectiveness in public service delivery. In addition,
the Government will continue to ensure prudent fiscal management, including re-
orienting expenditures towards Vision 2030 Medium Term Plan (MTP) priority sectors.

29. At the same time, the Cenfral Bank of Kenya will it continue to pursue
monetary policy targeted at low inflation of around 5 percent, while ensuring continued
stability in long-term interest rates as well as maintaining a competitive exchange rate
consistent with Kenya’s export-oriented private-sector led growth strategy.

30.  The assumptions underpinning the medium-term macroeconomic framework
are outlined in Table 2



Table 2: Assumptlons Underpinning the 2010/11-2012/13 Macroeconomic
Framework

2007108 200808 2009110 201011 2014112 | 201213

Prov. | Budget Prel. | Budgel Proj. | Mediumiem projections

Annual percentage changs, unless ofherwise indicaled

National account and prices

Real GDP 44 | 25 20 3 32 49 6.0 b4
CP Index (eop)1 23 | 180 848 | 104 6.7 50 50 50
In percantage of GDP, unless otferwise indicated
Inveatniznt and saving
Investment 194 | 184 153 | 192 167 194 | 202 | A4
Gross National Saving 133 | 119 18 141 82 | 123 | 141 | 163
Central government budget
Total revenue 20 | 26 A8 | 24 n5 | 24 | 24 | 2
Tolal expendture 2 | 85 %9 | 03 W7 | N3 | A6 | 73
Overall balance incl. grants 35 | 49 42 | 66 69 | 55 | 48 | 38
Domesic debt (nef) 169 | 185 179 | 06 08 [ 22 | U7 | N4
External sector
Curent extemal balance, incl.official ransfers 58 | 62 4 51 15 70 4.1 48
Reserves (months of next year imports, oep) 35 28 27 29 29 31 35 40

11 Up to 2007/08, GDP Defator and Gonsumer Price Index are overstated, KNBS released new CPi series in Oclober 2009

31, Ascan be seen from Table 2, the underlying assumptions for the medium-term
fiscal framework include the following:

Containing inflation at around 5 percent in the medium-term.

Bringing down the overall fiscal deficit, including grants from 6.6 percent of
GDP in FY 2009/10 to 3.8 percent of GDP in FY 2012/13, consistent with
Kenya's medium-term debt sustainability.

Maintaining revenue-to-GDP ratio within the range of 21 to 23 percent.
Keeping budgetary expenditures consistent with MTP priorities, while
safeguarding resources for operational and maintenance as the stock of
physical infrastructure increases.

Continuing with the policy of factoring only bilateral and multilateral
budgetary support that is confirmed.

Increasing steadily total foreign financed development expenditure from
2.3 percent of GDP in 2008/09 to about 4 percent by 2012/13, as the
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Government improves the execution of donor funded development
projects.

e Reduce the current account deficit from 7.5 percent of GDP in FY2009/10
to 4.8 percent in FY 2012/13.

e Build official foreign exchange reserves from 3.3 months of import cover at
the end of December 2009 to an average of 4.0 months of import cover in
2012/13.

32.  The above guiding framework, which provided the basis for macroeconomic
stability -- steady economic recovery, competitive and realistic interest rates, stable
exchange rate as well as reduction of public debt to GDP ratio - over the Economic
Recovery Strategy (ERS) period, will be continued throughout the MTP period.

IV.  BUDGET FRAMEWORK FOR 2010/11

33.  In line with the medium term macroeconomic framework, the fiscal parameters
for 2010/11 budget are also set against the background of the Medium Term Plan
objectives.

34,  Maintaining prudent fiscal policy will be critical to attaining the 4.9 percent
growth target. Among the principles of prudent fiscal policy to be pursued include
maintaining a strong revenue effort and containing the growth of total expenditure
while maintaining the shift in the composition of expenditure from recurrent to capital
expenditure and eliminating unproductive expenditures.

35.  These principles also include containing the growth in the public debt to a
sustainable level in order to ensure the private sector is not crowded out.

Revenues

36. In line with forecast economic growth, revenues are targeted at Ksh 629.2
billion or about 22.4 percent of GDP. The Government, working with KRA, will pursue
new revenue and compliance initiatives to increase revenue collection and maintain
revenue growth in line with the growth in nominal GDP (see Annexes 3 and 4).

Expenditure

37.  The overall sector resource requirement is over and above the projected
resources over the MTEF period. The sector requirements for the period are Ksh.
453.8 billion, 487.1 billion, and 534.6 billion above the BOPA ceilings for FY 2010/11,
2011/12, and 2012/13, respectively. The economy, as already illustrated, cannot afford
to fund all these requests. Therefore, it is important to rationalize and prioritize
expenditure programmes in FY 2010/11 to focus only on the strategic interventions
and MTP priorities.
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38. In this regard, the MTP priorities will guide the Government's funding allocation
decisions in the next Budget. In 2010/11, overall funded expenditures are projected at
Ksh. 821.5 billion or 29.3 percent of GDP, compared to Ksh. 722.4 or 30.3 percent of
GDP provided for in 2009/10 budget (see Annexes 2 and 3).

Recurrent Expenditure

38.  Total funded recurrent expenditures in 2010/11 amount to Ksh. 537.3 billion or
19.2 percent of GDP, compared with Ksh. 507.1 billion or 19.9 percent of GDP in
2009/10 Budget. The slow down in recurrent expenditure (which is necessary to
release resources for funding critical development programmes) is due to adjustment
of one-off items and modest growth in nominal GDP (Annexes 2 and 3).

o Consolidated fund services: Domestic interest payments are expected to
remain more or less stable relative to GDP at 2.4 percent in FY 20010/11, with
stable interest rates and in line with the continued shift to longer term debt that
provides greater stability than short-term debt. Pension expenditures are
expected to remain stable at the 2009/10 leve! of about Ksh. 26.0 billion in
2010/11.

e Personal emoluments: The wage bill is expected to remain at below 7 percent
of GDP in 2010/11, after making the year- on year incremental adjustment to
salaries and implementing the second phase of teachers' salaries award. The
continuation of a policy of restraining growth in wage payments is expected to
free resources towards MTP priorities.

e Transfers: With the ongoing reforms of parastatals and semi-autonomous
government agencies, it is expected that the transfers to these agencies will
stabilize to provide fiscal space for expenditures on MTP priorities. As such,
the nominal value of transfers to agencies for FY 2010/11 budget will be
maintained at 2009/10 level. Any wage adjustments for these agencies is
expected be made within the ministerial ceilings.

o Goods and services: expenditure ceilings for sectors/ministries are determined
by the funding allocation for goods and services in the previous year budget as
the starting point. The ceilings are then reduced to take into account one-off
expenditures in FY 2009/10 and then an adjustment factor is applied to take
into account the general increase in prices.

Development Expenditure

39,  The FY 2010/11 Budget will be the third and at the same time the second full
year implementation of Vision 2030 MTP objectives. The overall development
expenditure amounts to Ksh. 281.2 billion or 10 percent of GDP, which is Ksh. 20
billion above the provision in 2009/10 Budget. The outlays are expected to support

12



criical infrastructure that will (reduce the cost of doing business and (ii) crowd in
private sector investment in the key sectors identified under Vision 2030 MTP (see
Annexes 2 and 3).

40.  Domestically financed expenditure is expected to comprise about 60 percent
of the overall development budget or Ksh. 164.7 billion. However, over 20 percent of
this expenditure is already committed in the form of Constituency Development Fund
(8 percent) and Counterpart Funding for donor-funded projects (about 10 percent).
Given the fact that recovery underway is still fragile, the Government will continue with
the economic stimulus programme initiated in the FY 2009/10. The development
outlays in FY 2010/11 will, therefore, include Ksh. 22 billion earmarked for the
economic stimulus programme and another Ksh. 4 billion toward irrigation agriculture
(see Annexes 2 and 3).

41.  Adrought expenditure of Ksh. 1.0 billion and civil contingency fund provision of
Ksh. 2.0 billion has been provided in the Budget for 2010/11 (see Annex 2).

Overall Deficit and Financing

42.  The overall budget deficit (including grants) in 2010/11 is projected at Ksh.
153.5 billion (equivalent to 5.5 percent of GDP), down from Ksh. 168.2 billion (6.6
percent of GDP) in FY 2009/10. Net external financing amounting to Ksh. 51.6 billion
(1.8 percent of GDP) is expected to cover part of this budget deficit and will be limited
to concessional loans only in order to contain debt to a sustainable level. However, if
the global financial conditions improve sufficiently, Kenya will consider issuing an
international sovereign bond to benchmark the country externally.

43.  The balance of about Ksh101.9 billion (3.6 percent of GDP) to be financed
through domestic borrowing of about Ksh. 95.3 billion (or 3.4 percent of GDP), which
includes domestic infrastructure bonds of Ksh. 28.6 billion (or 1.0 percent of GDP).
This leaves a financing gap of Ksh. 6.6 billion, which will be closed through improved
revenue when the macroeconomic forecast is finalized under the 2010 Budget
Strategy Paper (see Annexes 2 and 3).

44.  The 2010/11 Budget Framework has not factored in privatization proceeds
from planned sale of GoK shares in various parastatals as these revenues have
proved very unpredictable in the recent past. Any privatization proceeds realized in the
course of FY 2010/11, will be applied towards reducing domestic debt.

Underlying Risks to 2010/11 Budget
45.  The risks to the outiook for 2010 include a weaker-than-expected recovery of

the global economy. This may, therefore, impact negatively on Kenya's export
demand, lead to a decline in commodity prices and further reduce receipts from
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tourism and remittances. Nonetheless, the Government will monitor closely
developments in external sector, especially remittances, the current account, foreign
exchange reserves and the exchange rate with a view to adopting appropriate
measures to safeguard the macroeconomic stability. In addition, the Government shall
continue to pursue policies that are geared toward mitigating the impact of the global
recession on economic activity and the vulnerable while continuing to strengthen the
foundations for sustained economic growth and poverty reduction.

46.  As the Government embraces the Private Public Partnership (PPP) framework
in implementing key infrastructure projects, we need to be wary of the fiscal risks
associated with contingent liabilities. If these liabilities were to materialize, the then
fiscal discipline and macroeconomic stability would be under serious threat.
Therefore, projects to be financed through the PPP financing modality will be carefully
scrutinized to safeguard the interest of the tax payers, who, in the end would have to
bear the burden if the contingent liabilities were to become a reality. .

V. RESOURCE ENVELOPE AND CRITERIA FOR RESOURCE ALLOCATION

47.  The resource envelope available for allocation among the sectors is derived
from:

e  Tax collection, which finances about 95% of our total budget; this calls
for accurate estimation of taxes, such as income tax; customs duties;
value added taxes; and excise taxes.

e  Committed external financing—both grants and concessional borrowing;
and

e  Domestic borrowing that is consistent with realistic interest rates in order
to avoid crowding out the private sector.

48.  Inthe FY 2010/11, revenues are expected fo rise by about Ksh.60.3 billion and
domestic borrowing to decline by Ksh. 14.2 billion, while funded expenditures rise by
Ksh. 49.1 billion of which non-discretionary expenditures (interest, pensions and
wages) are to rise by Ksh.20.9 billion. 1t is important to note that close to 96.7 percent
of the Exchequer's ordinary revenue is projected to fund recurrent expenditure (see
Annex 2). With a palfry 3.3 percent left, the development budget is expected to be
financed mainly through domestic and foreign borrowing.

14



Table 3: Medium Term and 2010/11 Sectoral Ceilings

Totsl Expenditurs (KSha, Mitin) I | l
Medium Term ¥ SHARE OF TOTAL EXPENDITURE
NAME OF SECTOR 200910

Celllngs 201011 0118 101313 201011 201112 | 101113

Drfcoinga | Foalcednge celags celngs | Drafloalings | Final collngs | cednge cilings
S01 | AGRICULTURE AND RURAL DEVELOPMENT | Gross 25,253 26,214 26,214 03U 32,660 1.5% 154 [ 43%
502 | TRADE, TOURISM AND INDUSTRY Gross 1,201 10911 141 11,643 12,402 1.5% 1% 1.6% 1.6%
503 | PHYSICAL INFRASTRUCTURE Gross 129,804 156,47 156,147 11,125 185414 2.3% N2 U2 U
S04 | ERVIRONMENT, WATER AND SANITATION Gross 34,768 32,384 34,981 3,11 841 4.5% A.2% 5.0% 5.0%
505 | HUMAN RESOURCE DEVELOPMENT Gross 18,766 178,892 179890 186,417 135,908 2%6.0% 26.1% 4%  25.6%
§06 | RESEARCH, INNOVATION AND TECHNOLOGY | Groms 36,567 45,535 45,535 46,560 55,179 6.8% 6.8% 6.6% 1.0%
SO07 | GOVERHANCE, JUSTICE, LAW & ORDER Gross 80,354 83,299 83,299 85,818 89,380 12.4% 12.8% 12.7% 1.1%
508 | PUBLIC ADMIMISTRATION Gross 80,939 50,868 50,869 53,620 66,101 1.6% 1.6% 1.6% 8.6%
509 | SPECIAL PROGRAMMES Grons 32,09 0,126 30,126 31,70 35,804 4.5% 4.5% 4.5% AT
510 | NATIONAL SECURITY Gross 54,338 54,359 54,359 53,564 53491 8.1% 8.1% 1.6% 1.0
TOTAL EXPENDITURE Gross 678,159 663,400 672,860 105,989 764,360 100.0% 100.0%  100.0%]  100.0%

Resource Sharing Guidelines

49,

Table 3 shows allocation of fiscal resources by sector(ceilings) over the

medium term. The resources available are shared in accordance with the following
guidelines:

(i)

(i)

(iii)

Non discretionary expenditures: this takes first charge and includes
payment of statutory obligations such as loan amortization and interest
payments, salaries, pension and other Consolidated Fund Services (CFS)
expenditures. These expenditures are projected to account for about 53.1
percent of the expected ordinary revenue receipts.

Operations and maintenance: Ministries/Departments are allocated funds for
basic operations and maintenance. This accounts for 43.6 percent of the
projected ordinary revenue, of which Defense and NSIS account for 9.3
percent. The rest, which is the recurrent budget surplus of 3.3 percent, is what
is available of the total ordinary revenue to be shared among other
ministries/government  departments to fund their planned development
projects/programmes.

Development expenditure: As already indicated, it is only 3.3 percent of the

ordinary revenue that will be available to finance part of the planned
development expenditure. The rest of the development expenditure will be
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funded through borrowing from the domestic as well foreign sources.
Development expenditures are shared out on the basis of the Vision 2030 and
MTP priorities and other strategic national considerations. The following
guidelines are used:

e On-going projects: emphasis is given to completion of on-going projects
and in particular infrastructure projects, flagship projects and projects with
high impact on poverty reduction and equity, employment and wealth
creation.

o Statutory requirements: priority is also given to programmes that must be
funded in accordance with the law -- Constituency Development Fund
(CDF) and Local Authorities Transfer Fund (LATF).

o Strategic policy interventions: priority is given to policy interventions
covering the entire nation, regional integration, social equity and
environmental conservation. As already indicated resources will be ring-
fenced for the special programmes for the Northern Kenya and Other Arid
Lands.

VL DETAILS OF SECTOR PRIORITIES AND MINISTERIAL CEILINGS FOR
2010111 - 2012/13

50.  As mentioned above, the 2010 BPS provides the sector ceilings for the MTEF
Period 2010/11 — 2012/13, which ensures continuity in resource allocation from the
last financial year consistent with the MTEF budgeting approach. However, these
ceilings do not include the strategic interventions already mentioned, for instance the
second phase of Economic Stimulus Program. Once specific interventions are agreed
upon with the various Sector Working Groups, these ceilings will be updated
accordingly. Details of sector ceilings as well as programmes and expected outputs
are attached (Annexes 3, 4, and 5 and Sector Programs attached).

Agriculture and Rural Development

51. The sector is critical to economic growth, employment and poverty reduction,
contributing about 23 percent of GDP. Of this, crop and horticulture production
accounts for about 18% of GDP, livestock about 5% of GDP; while fisheries accounts
for about 0.5% of GDP. Cooperatives contribute directly and indirectly to the
livelihoods of nearly 63% of Kenyans and accounts for about 31% of national savings.

52.  The Sector recorded impressive achievements over the period 2006/07 to
2008/09. Some of the key achievements were: 91,000 farmers were supported with
fertilizer and seeds; 6,000 metric tonnes of Orphaned Crops planting material were
supplied to farmers and planted, and 5 million heads of cattle were vaccinated while
about 883,285 were branded. The National Oceans and Fisheries Policy was put in
place and 3 million fish fingerlings were produced and supplied to farmers. The
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SACCO Act was enacted and the SACCO Regulatory Authority is being constituted.
Parliament adopted the National Land Policy; 166,401 land titles were registered and
issued, and 4 Iand registries put in place in Bondo, Siaya, Eldoret and Thika.

53. In the medium term, the sector will focus its efforts on promoting an innovative,
commercially oriented and modem agriculture by transforming key institutions in the
sector, increasing productivity, and promoting better land use policies. The ceiling
allocated to the Sector in proposed Budget for FY 2010/11 to undertake these
expenditure programmes amounts to Ksh 26.3 billion, equivalent to 3.9% of total
ministerial expenditures. This is expected to increase to 4.3% by 2012/13, reflecting

the increasing important role of agriculture in promoting growth, rural development and
poverty reduction.

Trade, Tourism and Industry Sector

54,  The Sector plays a vital role in creating an enabling environment for trade
development; promotion of industrial development and investment; facilitation of East
African Community integration; promotion of sustainable tourism and marketing;
preservation of national heritage and culture and coordination and regulation of the
NGOs Sector.

55.  The sector's major achievements over the last MTEF period include facilitating
the expansion of domestic exports by 23.3 per cent. The value of manufacturing output
rose by 14.5 per cent from Ksh. 626.2 billion in 2007 to Ksh. 717.2 billion in 2008 and
resulted in the share of Manufacturing to GDP rising 10.6% in 2008. However, tourism
earnings decreased from Ksh. 65.2 billion in 2007 to Ksh. 52.7 billion in 2008, following
the post election violence. The sector also developed a National Trade Policy; a draft
National Industrial Policy; a draft National Business Incubation Policy; a National
Records Management Policy; Culture and Heritage Policy; a Draft National Audio
Visual Policy, a National Music Policy; Private Sector Development Strategy, Tourism
Policy and Bill; the Anti-Counterfeit Bill which was enacted in December 2008, and the
National Museums and Heritage Act, 2006.

56. In addition, the sector developed a Communication Strategy for EAC activities
and the EAC Common Market Protocol, which is awaiting ratification by EAC Partner
States, and a Regional Monitoring and Evaluation system known as the EAC
Decisions and Process Monitoring (EDPM) System was initiated and the identification
and elimination of Non Tariff Barriers by the established National Monitoring
Committee also commenced.

57.  To facilitate sustainable trade, investment and tourism, vibrant industrial base,
regional integration and preservation of national heritage and culture for sustainable
development, the sector will, in the medium term, focus on undertaking policy, legal
and institutional reforms for the development of the sector; improving business
environment for trade, tourism and investment; supporting entrepreneurship, industrial
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development, research and innovations; and establishing an effective coordination
mechanism for EAC projects and programmes.

58.  Also on the agenda of the sector in the medium term is promotion of Kenya's
cultural and natural heritage; improving records and archives management; access to
public library services; and making Kenya a leading tourist destination with diverse and
high quality products. The ceiling allocated to the Sector in the budget for FY 2010/11
to undertake these programmes amounts to Ksh. 11.5 billion, which is equivalent to
1.6% of total ministerial expenditures. This allocation is expected to stabilize at 1.6%
by FY 2011/12.

Physical Infrastructure

59.  The Sector is responsible for provision of an efficient, affordable and reliable
infrastructure network for sustainable economic growth and development through
construction, modernization, rehabilitation and effective management of all
infrastructure facilities. Between 2006 and 2008, through the Roads Act, 2006 and
Energy Act, 2007, six Semi Autonomous Government Agencies were created as part
of the reform agenda in the Sector.

60. The key achievements for the sector include: the creation of Rural
Electrification Authority (REA) to accelerate penetration of electrification in the rural
areas consistent with government policy. To focus on development of geo-thermal,
and construction and operations of power transmission lines, the Geothermal
Development Company (GDC) and the Kenya Electricity Transmission Company
(KETRACO) were created. Further, 128 PV systems were provided; 7 new mini grids
installed and the existing seven maintained; 1714 markets and public institutions were
connected to electricity supply; 427,450 households were provided with electricity
connections; and the National Grid was extended by 10,044 km.

61. In addition, some 715 km of roads were constructed; 1,112 km rehabilitated;
and 1,142 km maintained. Routine maintenance of 132,396 km of roads was also done
while the Kenya Ferry Services acquired two Ferries (these two ferries are expected to
be operational before end of 2009/10 FY). In the Housing sub-sector, 600 housing
units at Kibera Decanting site were completed; Ksh 722 m worth of loans advanced to
civil servants to purchase or develop houses; construction of 93 building projects,
which had stalled under the previous administration, were completed and 6,516
government houses were refurbished.

62.  The strategic objectives of the sector over the medium term include:
strengthening the institutional framework for infrastructure development and
accelerating the speed of completion; raising efficiency and quality of infrastructure
projects and timely implementation; developing and maintaining an integrated, safe
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and efficient transport network; benchmark infrastructure facilities and services
provision with globally acceptable performance standards targeting enhanced
customer satisfaction; and enhancing private sector participation in the provision of
infrastructure facilies and services strategically complemented by public sector
interventions. The ceiling allocated to the Sector in the budget for FY 2010/11 to
undertake these programmes is Ksh. 156.1 billion, equivalent to 23.3% of total
expenditure. This allocation is expected to increase to 24.2% by 2012/13, reflecting.
the critical role infrastructure is expected to play toward reducing cost of doing
business, improving competitiveness of the economy, and promoting high and
sustainable level of economic growth and development.

Environment, Water and Irrigation Sector

63.  The main mandate of this sector is to provide clean, secure and sustainable
environment by promoting the quality and preservation of the country's environment
and natural resources. The Sector's major achievements include: drilling and
equipping 482 boreholes Countrywide; Construction and rehabiiitation of 272 small
dams and water pans in ASALs; Construction of 118 new rural water schemes and
rehabilitation of 244 existing ones; 16,380 hectares put under irrigation; and water and
sewerage schemes in Eldoret, Garissa and Nyeri and Phase One of the Kisumu water
and sanitation programmes, were completed. A Wildlife database was established for
all species and translocation of various species of wild animals was undertaken. The
Nakuru National Park airstrip was improved and a 30 km of fence was constructed in
the Aberdares.

64.  On environmental conservation, illegal dumping of Solid waste and waste
water was banned and controlled along the Nairobi River and a total of 70,250
hectares of Natural Forests were rehabilitated & protected in the 5 water towers and
about 9,200 hectares of plantation forest were established. Another 5,000 Hectares of
trees were planted on Private farms and draft Eco-system management plans
completed for Aberdares and Mt. Kenya, and 25,000 hectares of forest land reclaimed
in Mau, Embobut, and Zaina in Nyeri.

65. In the medium term, the sector will: rehabilitate and expand water supply
services and sewerage facilities in urban, rural and ASAL areas; scale up water
storage to improve water security in the country; scale up irigation to reduce
dependence of rain fed agriculture especially in ASALs; protect catchment's
conservation as a source of water; enforce environmental laws and regulations;
rehabilitate and restore Nairobi River; modernize meteorological services; restore
forest cover in the five water towers and other forest areas from the current 1.7% to
4% by 2012 by planting 28 billion seedlings; upgrade and market premium parks and
less visited Parks in order to increase number of tourists, and begin the construction
work of Mombasa Branch of Utalii College.
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66.  To achieve these goals, the sector is allocated a total budget of Ksh 35 billion,
equivalent to 4.9% of total expenditure for the FY 2010/11 to undertake these
activities. This allocation is expected to stabilize at about 5.0% by 2012/13.

Human Resource Development Sector

67.  The Human Resource Sector is responsible for the provision and co-ordination
of education, labour, medical services, public health and sanitation services. The
Sector's achievements include the development of infrastructure to support Early
Childhood Development and Education (ECDE) which has led to improved enrolment
from 1.69 million children in 2007 to 1.72 million children in 2008; provision of Free
Primary Education which has led to increased access and participation. The Net
Enrolment Rate (NER) has increased from 91.6 percent (94.1 percent and 89.0
percent for boys and girls respectively) in 2007 to 92.5 percent (94.6 and 90.5 percent
for boys and girls respectively). The Gross Enrolment Rate (GER) increased from
108.9 percent (118 and 106 percent for boys and girls respectively) in 2007 to 109.8
percent (112.2 percent and 107.3 percent for boys and girls respectively) in 2008. The
Textbook-Pupil ratio for lower primary has improved from 1:3 in 2007 to 1:2 in 2008
whereas for upper primary it has improved from 1:2 in 2007 to 1:1 in 2008.

68. Provision of Free Secondary Education has increased enrolment at secondary
level from 1.18 million students in 2007 (639,393 boys and 540,874 girls) to 1,328,964
(735,680 boys and 593,284 girls) students in 2008. The Gross Enrolment Ratio for
secondary schools increased from 38.0 percent in 2007 to 42.5 percent in 2008.
Transition rate from primary to secondary increased from 59.6 percent (56.5 percent
for male and 63.2 percent for female) in 2007 to 59.9 percent (61.1 percent for male
and 58.5 percent for female) in 2008. The Net Enroiment Ratio increased from 24.2
percent (25.2 percent for male and 23.2 percent for female) in 2007 to 28.9 percent
(29.8 percent for male and 27.9 percent for female) in 2008. Key labour market
institutions namely: the National Labour Board, General Wages Council, Agricultural
Wages Council, Rules Board for the Industrial Court of Kenya and the National Council
for Occupation Safety and Health were established. About 5,154 individuals were
trained in relevant industrial skills and 8,959 trainees placed on industrial attachment.

69.  The coverage of HIV&AIDS patients on ARV increased from 42% to 56.2%
and HIV&AIDS prevalence national average decreased from 15% to 7.4%. Community
health strategy to mobilize the population to protect themselves against diseases and
improvement on nutrition has been initiated. A significant use of Long Lasting
Insecticide Treated nets, more effective anti-malarial drugs and Indoor Residual
Spraying has resulted in a decline of malaria. In addition, a decline in maternal
mortality has been noted since more expectant mothers are delivered by skilled birth
attendants.

70. In the medium term, the Sector’s priorities include: enhancing access, equity,
quality and relevance of education at all levels; ensuring equitable access to medical,
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public health and sanitation services in the country; institutionalizing human resource
development within employment with emphasis on learning to deepen technological
knowledge; strengthening linkages between industry and training/research institutions
to promote demand driven training responsive to industry requirements; providing a
functional, efficient and sustainable health infrastructure network; improving the quality
of health care delivery to international standards; establishing and strengthening
institutions for social dialogue, minimizing industrial disputes and building adequate
capacity for effective application of the labour laws; establishing a comprehensive
National human resource database; formulate and implement an integrated human
resource development policy and strategy; and promote entrepreneurship
development and competitiveness of Micro and Small Enterprises.

71.  The ceiling aliocated to the Sector in the FY 2010/11 to undertake these
programmes amounts to about Ksh. 179.9 billion, equivalent to 26.7% of total
expenditure. As the sector is already receiving huge funding, this allocation is
expected to stabilize at the same level by 2012/13.

Research Innovation and Technology Sector

72.  The overriding mandate of Research, Innovation and Technology (RIT) Sector
is to facilitate the achievement of a knowledge-based economy as envisaged in Kenya
Vision 2030; harness talent, technologies, knowledge and other resources that will
best position Kenya in the modern and competitive global economy. The sector is also
expected to play a leading role toward addressing socio-economic challenges
associated with evolving demographic and technological developments as well as
leveraging on research and innovation to address scarcity of resources and widening
equity concerns.

73.  Over the last MTEF period, the sector has made tremendous progress,
including: establishing a National Research Database and commercial community sea
weed nursery; developing various Agricultural crops varieties and releasing the same
to farmers and enacting the Kenya Communications Amendment Act, 2009. Other
achievements include: development of a Draft Science, Technology and Innovation
Policy and Strategy as well as a Draft Film Policy. To facilitate widespread connectivity
to ensure universal access to ICT throughout the country, the TEAMS and NOFBI
projects are complete; a Digital Transmitter has been put in place; Installation of LANs
District treasuries is ongoing and a Govemment Common Core Network has been
developed. 70,000 University students and 4,500 students in technical training
institutions received bursary to facilitate them in pursuing tertiary and university
education; two polytechnics and 5 Technical training Institutions were upgraded to
University and constituent university colleges, respectively, to facilitate higher student
intakes.
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74.  In the medium term, the Sector strategic objectives will focus on developing
and promoting research, innovation and technologies for high value products and
services; developing modern national ICT infrastructure for sustainable development;
developing and strengthening training capacity of higher education institutions;
strengthening systems for the creation, translation of data, knowledge and
dissemination of information; and developing and strengthening policies and
capabilities of the institutions in this sector. Given the important role of the sector in
leveraging the economy to a higher value chain through competitiveness, the ceiling
allocated to the Sector in the Budget for FY 2010/11 to undertake its planned
programmes amounts to Ksh. 45.5 billion, equivalent to 6.8% of total expenditure.
This allocation is expected to increase to 7.2% of total expenditure by 2012/13.

Governance, Justice, Law and Order Sector (GJLOS)

75.  The GJLOS Sector's strategic priority areas include enhancing the rule of law
and human rights; electoral and political processes; democracy and public
participation; transparency and accountability; public administration and service
delivery; and ensure security, peace building and effective conflict management.

76.  The sector's achievements over the last MTEF period include reduction in the
number of reported crimes and the Corruption and Economic crimes from 72,225 to
63,476 and 2,125 to 2,031, respectively. Corruptly acquired assets worth over Ksh. 4
billion were recovered/restituted; percentage of Audit reports issued within the
statutory deadliness increased from 74% to 98%; number of houses constructed for
security officers increased from 1,500 units to 2,914 units; police to population ratio
improved from 1:1,050 to 1:600; a total of 5,160,579 new ID cards and 383,325
passports were issued, respectively, and a total of 1,272,485 Visas were issued. The
birth registration coverage reached 47% while the death registration coverage reached
54%. A total of 15 new Courts were established; 1,250,008 Court cases were disposed
and the backlog of pending Court cases reduced 814,137 to 768,908. The Kenya Anti-
Corruption Commission investigated and forwarded to the Attorney General a total of
388 corruption cases. Parliament passed a total of 62 Bills into law.

77.  The Sector's medium term priorities include: promotion of sustainable peace,
security, tolerance, unity and development in the country; enhancing registration of
persons, births and deaths; security of identification and fravel documents; promoting
efficient and proper functioning of the legal and justice system; drafting and vetting of
freaties and agreements; improving the custodial facilities, supervision, rehabilitation,
reintegration and resettlement of offenders; combating corruption and economic
crimes, ensuring effective enforcement of laws, management of free, fair, and credible
elections; and enhancing regulation of political parties to internalize democracy as well
as promoting accountability, transparency and efficiency in public expenditures. in
addition, the sector will implement key reforms under the Agenda Four items of the
National Accord. To implement these crucial reform programmes, the sector is
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allocated Ksh. 83.3 billion, equivalent to 12.4% of total expenditure in FY 2010/11. This
allocation is expected to stabilize at about 12% by 2012/13.

Public Administration and International Relations

78.  The sector's strategic objectives over the MTEF period include: promoting
public sector reforms, global integration and cooperation, public service integrity,
national unity, developing policies and creating a conducive environment for fair,
competifive and sustainable private sector participation and development, human
resource management and development, better service delivery, efficient public
finance and enterprise management for macro economic and financial stability, policy
formulation, coordination and implementation, and national monitoring and evaluation.

79.  Over the last three years, the sector has achieved the following:
implementation of revenue enhancing reform measures, which assured maintenance
of revenues at above 21 percent of GDP, rolling out of Integrated Financial
Management and Information System {IFMIS) to Ministries/Departments, adoption of
and publishing of Programme-Performance Based Budgeting (PBB); development and
implementation of a Cash Management Programme (CMP) and Electronic Fund
Transfer system to ensure better and efficient flow of financial resources to line
Ministries and settiement of payments; operationalization of the Micro Finance Act with
the issuance of supporting regulations; developed Private Public Partnership
Regulations; initiated integrated pension management system, about 90 per cent
complete; establishment of the Insurance Regulatory Authority as envisaged in the
Insurance (Amendment) Act and enactment of the Anti-Money Laundering Act, 2009
and developed Competition Policy Bill.

80.  Other achievements include: harmonizing planning and budgeting by
developing Kenya Vision 2030 and establishing a National Integrated Monitoring and
Evaluation System (NIMES); deepening of Performance Contracting, strategic
planning, ministerial rationalization and reduction of recruitment time from 8 months to
six months for new entrants. Processing of promotions for in-post staff reduced from 5
to 4 months. The sector also witnessed the establishment of Kenya's diplomatic
presence in six foreign missions opened in South Korea, Brazil, Spain, Thailand,
Ireland and Libya.

81.  Over the medium term, priority areas for the Sector include: policy formulation
and implementation of the of Vision 2030; promotion and safeguarding Kenya's
interests abroad; development of an economic and structural reform programme
which will have, among others, the following elements: deepening of public sector and
structural reforms; development and implementation of a comprehensive financial
sector reform programme,, strengthening public finance management, and entrenching
Programme-Performance Based Budgeting (PBB); operationalize the Private Public
Partnership; establishment of Competition Policy Authority; promotion of investments,
private enterprises and competition, administration and management of human
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resources in the public sector, and coordinating District Planning and Community
development. The ceiling allocated to the Sector in the budget for 201011 fo
undertake these programmes amounts to Ksh. 50.9 billion, equivalent to 7.6% of total
expenditure. This allocation is expected to reach 8.6% by 2012/13.

Special Programmes Sector

82.  The main goal of the sector is to empower and mainstream the vulnerable and
marginalized groups/areas for sustainable and equitable development. The strategic
objective of the sector include: formulation and implementation of policies for economic
utilization of resources in regions, management of disasters, enhancement of equity
and poverty reduction in order to improve the welfare of the people in arid and semi
arid lands, and facilitation and empowerment of vulnerable groups, including women
and youth.

83, The key achievements of the sector over the last MTEF period include; 92,000
women entrepreneurs supported through Women Enterprise Fund; 300 senior citizens
received cash transfers under Social Protection Initiatives; 2,958 Self Help Groups
were supported with grants; 30,315 households with Orphans and Vulnerable Children
received assistance; 50 youth empowerment centres established; 54,080 youth trained
in technical, vocational and entrepreneurship skills for employment /self-employment;
71,000 youth directly engaged in employment/self employment locally and abroad
through the Youth Enterprise Development Fund (YEDF) and other initiatives;
399,000 persons were put on ARV support; emergency relief food given to support 2
million people; SGR stock levels were raised from 2 million bags in 2006 to 4 million
bags in 2009; 110 irrigation schemes established in Northern Kenya; 550 water pumps
provided, 3 sewerage projects and 30 rock catchment constructed in the ASAL region;
600 boreholes drilled/rehabilitated and 306 dams/pans excavated/de-silted in Northern
Kenya.

84.  The medium term priority areas for the Sector include: Integrated Regional
Development, Gender and Social Development, Children services; Disaster
management; Youth Development and Empowerment services; Management and
Development of Sports facilities; and Special Development initiative for Northern
Kenya and other Arid Lands. The ceiling allocated to the Sector in the budget for
2010/11 to undertake these programmes amounts to Ksh 30.1 billion, equivalent to
4.5% of total expenditure. This allocation is expected to reach 4.7% by 2012/13.

VIl. CONCLUSION

85.  The major challenges before the Government are: (i) to put the economy on
high growth trajectory of 10 percent per annum at the earliest; (ii) broaden the agenda
for inclusive development in order to eliminate hard core poverty;(iii) to improve the
delivery mechanisms of the Government; and (iv) to entrench the culture of hard work,
ethical behaviour and good governance. This MTEF Budget for the period FY 2010/11-
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2012/13, while consolidating the gains made so far, aims to further the cause against
these challenges. There is no doubt the road ahead is not so easy but working
together united against our common enemy - poverty- the Government is convinced
we will succeed.

—

HON. UHURU KENYATTA, EGH, MP
DEPUTY PRIME MINISTER AND MINISTER FOR FINANCE

MARCH 16, 2010
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Annex 2: Central Gavernment O

erations 2007/08 — 2012/13 (in billions of KShs)

BSP = Budget Slrelogy Paper
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2007108 2008/09 200810 201011 201112 201213
RevBgl | Prel | RevBgi| Prel | Budget | BSP03'BOPA'10] BSP09 |BOPA10] BSPO3 BOPA'D
] I
TOTAL REVENUE 435 { 22 | 51087 4ore [ 5686 |T6ar’| e2e2 |72 ewva’| onid 703
Orcinery Reverue foxcl LATF) | 3890} 3086 | 4637 4668 [ 6228 | 68521 6800 | 6640 | 6420 | 7388 7088
Jometx ; .| Mre , 1588 | 1838 , 1844 | 2093 | 2340 2346 | 2040 | 2617 | 2085 2000
kmport duty (neYy 325 : 29 365 . 362 | 408 | 436 444 | 478 | 482 | 624 631
_ Exche duly 653 ' 619 | 668 609 | 784 | 676 ' 855 | 079 | 840 | 1087 1042
Value Added Tax 1098 1119 | 1286 1269 | 1484 | 1674 1 168.2 | 187.8 | 185.6 | 2116 2044
lovesiment Income 2731 | 79 69 | 80 {400 86 | 114 | 03 | 125 100
o o a2 2es | 3t 35 | 375 | 417 | 387 ) 484 | 425 | 619 468
LATF 76 "me [ Ter T ez | 104 | 1171 123 | 102 | 138 | M8 183
Ministarlsl and Deperimental fes3 (AIA) 38 : 214 W4 29 | BT | 401 | 369 | 48 | 418 | 502 485
EXPENDITUREANONETLENDG | 3605 | 5348 | 6782 8019 | 7724 | 8050 8245 | 0909 | 8068 | 8068 9507
Recurrenl expendiure 4296 4034 | 4675 4312 | 607.4 | 6468 | 637.3 | 5891 | 5785 | 6865 6228
Inlstest payments 493 479 539 . 521 | 843 [ 804 . 748 | 847 | 884 | O17 100.2
. Domesicinterest i 432| 422 | 479 469 | 680 | 712 " 677 | 742 | 708 [ 787 887
Foreign interesl 61 : &7 6.1 6.1 83 LA 106 8.6 20 b
Wages and benefia(civil servics) 1464 | 1460 | 1588 ' 1552 | 1735 | 1906 1836 | 209.7 | 2008 | 231.8 2268
. Conirbuton lo ol sarvics ponsion fund_. _ - | . 00 | 00 81 | 00 } 118 00 | 130 | f21 | 43 140
O service raorm 17087, 08| Tor et [Tod |2 04 | 02 | 02 | 02 02
Pansions élc %37, w4 | 81 22 | 26 | 82 269 [ 310 | %63 | %1 278
_Oher - | 1610 | 1307 | 1804 1482 | 1888 | 1822|1985 | 207.4 | 196.1 | 2408 1995
Dafanse and N3IS 476 | 49 485 485 | 0640 | 634 ! 543 | 630 | 836 | 528 G4b
DevekprentandNetlendng | 1689 | 1316 | 2057 1683 | 2613 | 266472612 | 284 | 3103 ) 3281 39
. Domastcall fnenced 935 | 882 | 4] 14280 1647 181.1 | 1832 1855
Domascaty insnced Mennanal ni i w2 AL AT X 14 nm2 1646
Domanv:aly Francaddgacal imyvarons a0 ] 09 L2 B k] 420 00 %6
Foregnfnenced 730 . 420 1108 | 1141 1286 | 1424 1387
Netlondng 247 23 |28t 28 26 ) 21 27
Drought Expendiures 00 : 00 10 i 1.0 10 1.0 1.0
Confingencles .| 00 1 00 20 , 20 | 20 | 20 | 20 20
Balance {commitment basls axcl. grants) 0 | -187.9 1 -182.3 | A78.0 | 11824 1949 1804
- . - e R . -
Adjustment fo cash baws 1.2 | 93 00 | 00 0.0 0.0 00 0.0
Projectgrants e e e A 63 [ 400 ) 388 | 484 | 427 | 639 498
! |
Balance fcash basis Including grants) ) -125_._9_"_‘ -61.8 128.0 |’ 1535 | 434.68 | 1407 | 4410 1308
Siaistcal iscrapancy B 0 30 007, 00| 00 | 00| 00 00
FINANCING 258, S8 [4364Tesd | 802 [ 42001 1460 | 1318 | 1227} 1410 4134
Net lorelgn finsncing 244 6.3 415 16.8 502 | 483 ! 518 | 851 60.1 640 442
Projectiosns B 39 ¢ 212 | 665 323 | 645 | 566 | 753 | 630 | 839 | 706 607
Commercil FnSoversignbond T 17007 o0 | oo 0o | 00| M2, 00 | t67 | 00 | 178 00
Repaymenis dus 168 | 485 | 175 76 | 87 | 226 ' BT | 07 | 08| 242 264
Changs In arears 00 | o3 | o0 16 | 00 | 00! 00 | 00 { 00 | 00 00
_Reschoduing/Debl swap _ 00 1 00 | 05 _ 05 | 06 | 00 . 00 | 00 | 00 { 00 0O
Prvalizaton procesds 764 | 763 00 + 00 80 t 76 ! 00 1.1 0.0 20 0.0
Refiancing - Takom 00 ! o0 | 25 25 | 26 | 00! oo | 00 | 00 | 00 00
Net domestc borrowing 340 l 430 | 924 694 | 1095 | 721 | €63 | 688 | 628 | 749 690
Financing gap _ ‘00””,‘ 00 00 , 00 | o0 [ 00! 66| 00 |-200| 00 174
|
Mamoltems L N o N T B
Domeste Dbk (gross) _ |47 | a5 | 5231 5183 | 6166 | 8887 | 7430 | 7676 | 8438 | 8328 837
Domestic Dbt ne) 328 | 321 | 4245 4041 | 5240 | 6861 | 6228 | B850 | 6752 | 7403 7442
Inkvasiruchire bonds” 007 00 7| 18677 188 | T38| W& 286 |TI64T| 167 | 401 207
Nomnal GDP o |720360°| 1,9629 | 20077 22404 | 25468 |2,8312|2806.2) 3,150.0 | 3,1125| 36291 34840
Sowrce: Minisky of Flnance L ! i |
Nole ‘ ' ‘.
BOPA = Budgl Outiook Paper ! ' ?
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Annex 3: Central Government Operations 2007/08 —2012/13 (in % of GDP)
Medium-Tem
2007/08 2008/08 _ |2009/10]  2010/11 2011112 201213
Rev. Bgt| Prov. |Rev.Bgt| Prel. | Budgel | BSP09 BOPA'10[ BSP'09 [BOPA10} BSPO9 [BOPA'10
TOTAL REVENUE 213% | 22.0% | 224% 21.8% | 22.3% |22.5% | 22.4% | 22.6% | 22.4% [ 22.7% 22.1%
Ordinary Revenue (sxcl. LATF) 18.1% . 20.2% | 20.1% 20.3% | 20.5% |20.7%20.7%| 20.8% | 20.6% | 20.9% 20.3%
Income tax 7.2% | 8.0% | 80% 82% | 8.2% | 8.3% ' 84% | 8.4% | 84% | 85% 8.3%
Import duty (nat) L | 16% 1 17% | 16%  18% | 1.6% [ 15% , 1.6% | 1.5% | 1.5% | 15% _15%
Excise duly 32% ' 32% |73.0%  3.4% | 3.1% 7| 34% ' 30% | 34% | 3.0% | 31% 3.0%
Value Added Tax 54% | 57% | 58% 57% | 5.0% | 5.9% | 60% | 6.0% | 6.0% | 8.0% 5%
Investment Income 0.1% | 02% | 03% 0.3% | 04% |04% | 0.3% | 0.4% | 0.3% | 0.4% 0.3%
_ Other 15% « 15% | 17% 14% | 1.5% | 15% 1 1.4% | 1.5% | 14% | 15% 1.3%
LATF 04%  0.4% | 0.4% 0.4% | 0.4% | 0.4% : 04% | 0.4% | 0.4% | 04% 04%
Ministerlal and Departmantal fess (AIA) 19% 14% | 186% 1.0% | 14% | 14% 13% | 14% ' 1.3% [ 14% 13%
EXPENDITURE AND NET LENDING 294% © 27.2% | 203% 26.9% | 30.3% [28.4% 1 29.3% | 28.3% | 28.6% | 28.2% 27.3%
Recurrent expenditure 21.1% | 20.5% | 203% 19.2% | 18.9% |19.3%18.2%| 19.0% | 18.5% [ 18.9% 17.8%
Interest payments 24% | 24% | 23% 23% | 25% 28-/.{ 27% | 27% | 2.8% | 28% 29%
Domestic Interest 21% | 24% | 24%  21% | 23% | 25% . 24% | 24% | 26% | 23% 25%
Foreign interest 03% 03% | 03% 03% | 0.2% | 03% . 0.3% | 0.3% | 0.3% | 0.3% 0.3%
Wages and bensfits(clvil service) 72% . 74% | 6.0% 69% | BB% | 6.7% 65% | 6.6% ! 6.5% | 86% 65%
Civll service reform 00% , 00% | 0.0% 00% | 00% | 0.0% | 00% | 0.0% | 0.0% 00% 00%
Pensions efc 12% | 12% | 14%  1.2% | 10% | 1.0% ; 08% | 1.0% , 0.8% | 1.0% 08%
Other 79% | 7% | 78%  68% | 7.4% |6.4% . 71% | 8.8% | 6.3% | 68% 57%
Defense and NSIS T T23% TR [ IR 2% 2% [ 1.8% % | T TRT% TS %T 6%
Pending bills change 0.0% ° 0.0% | 0.0% 0.0% | 0.0% |00% 1 00% | 0.0% | 0.0% [ 00% 00%
Development and Net lending _ 83% B7% | B9% ' T.4% | 10.3% | 9.0% '10.0%| 92% | 100%| 93% 93%
Domestically financed 4.8% 44% | 50% 50% | 6.1% [ 50% 58% | 51% | 5.8% | 52% 5.3%
Domankaly insnced Maztim en ! 44 oY% [ 1) 2% v 4% 31 4% im ™
Lorwritaty Finarced BEacie waoankont o0% acn ao% 0O% oI ao% 1%t 20% 1% 25% oW
Forelgn financed 36% 22% | 38% _23% | 4.1% [ 39% : 41% | 40% | 41% | 4.0% 30%
Net lending 04% | 0.1% | 01%  0.1% [ 0.1% [01% 04% | 0.1% | 0.1% | 0.1% 0.1%
Pending bllls (change) 00% ' 00% | 0.0% 00% | 0.0% | 0.0% :0.0% | 0.0% | 0.0% | 0.0% 00%
Drought Expenditures 00%  00% | 0.0% 02% | 0.1% | 00% 00% | 0.0% | 0.0% | 00% 00%
Contingencies 00%  00% | 01% 00% | 0.1% |0.1% ' 0.1% | 0.1% | 0.1% | 0.1% 0.1%
Balance (commitment basis excl. grants) 8% 5% | T2% 5% | -B.0% | -5.9% 69% | 5.7% | -6.2% | 55% -52%
Adjustment to cash basis '0.4% * 05% | 00% 0.8% | 0.0% | 0.0%  0.0% | 6.0% | 0.0% | 0.0% 00%
LATF account 0.0% | 00% | 0.0% _ 0.0% | 0.0% | 0.0% ! 00% | 0.0% | 0.0% | 00% _00%
| . :
Project grants 16% | 1.1% | 13%  00% | 14% | 14% | 14% | 15% | 14% | 15% 14%
Balance (cash basis Including grants) 8.2% -35% | -59% -.6% [ -6.6% '-4:5,'/.‘i'-5.5'/- A2% | -4.8% | -4.0% -3.8%
Statistical discrepancy’ 00% | -04% | 00% 03% | 00% 0.0% . 0.0% |70.0% 1 0.0% | 00% 00%
FINANCING 6.2% | 3.0% | 59%  40% | 66% |-45% 52% | 42% | 3.9% | 40% 23%
_ Net foreign financing _ 1 12% , 03% | 18%  07% | 20% [ 17% ' 18% | 17% | 1.9% | 18% _ 13%
Project loans 20% ' 11% | 25%  1.4% | 27% | 20% | 27% | 2.0% | 2.7% | 20% 20%
Programme loans 01% ' 0.4% | 00% 00% | 0.0% | 0.0% ' 0.0% | 0.0% | 0.0% | 0.0% 00%
Commercial Fin./Sovereign bond 00% ' 0.0% | 00% 00% | 00% |05%00% | 0.5% | 0.0% | 05% 00%
Repayments dus 0.8% , -08% | 0.8% -08% | 0.7% |-0.8%;-0.8%]| -0.8% | -0.8% | -0.7% -0.7%
_ Change In arears 00% 00% | 00% 01% | 00% | 00% ' 00% | 0.0% | 0.0% | 0.0% 00%
Rescheduling/Debl swap 0.0% 00% | 0.0% 0.0% | 0.0% ] 0.0% ' 0.0% | 0.0% | 0.0% | 0.0% 00%
Privatization proceeds 38% | 38% | 0.0% 0.0% | 0.2% | 0.3% | 0.0% | 02% | 0.0% [ 0% 00%
_Net domestic borrowing 7% | 0% | 40%  31% | 4.3% | 25%  34% | 22% | 20% | 21% 20%
Financing gap 00% ' 00% | 0.0% 00% | 00% | 0.0%  02% | 0.0% | -0.8% | 0.0% -05%
M ems ' . . -
Domastic Dbt (gross) | 220% ! 21.9% | 227% 23.4% | 20.2% (24.3%, 26.5% | 24.0% | 271% | 23.6% 26.9%
Domastic Debt (net) 178% |, 16.9% | 18.4% 18.0% | 20.6% |21.1%22.2%| 21.1% { 21.7% | 21.0% 21.4%
Infrastructure bonds 00% , 0.0% | 08% 0.8% | 1.3% | 1.3% 1 1.0% | 1.2% | 0.5% | 1.1% 0.8%
Nominal GOP 100.0% _ 100.0% | 100.0% 100.0%|100.0% 1oo-(.i1ow. 100.0% {100.0%)|400.0% 100.0%
|
Source: Ministry of Finance ‘ ! 1
Note . . . . . - ! . ! N !
BOPA = Budget Outiook Paper : !
BSP = Budget Strategy Paper
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Annex 4: Development Estimates ceilings for the MTEF period 2010/11 —
2012/13

DEVELOPMENT EXPENDITURE (Kshs. Milllon)

% SHARE OF TOTAL DEVELOPMENT

Draft I Final
NAME OF SECTOR Cellings Cellings Projectlons 2010/11 Projections
2009/10 Draft Final
Budget _ 201011 201112 | 2012113 | cellings | _cellings | 201112 [2012/13

501| AGRICULTURE AND RURAL DEVELOPHENT | Grosy 9,590 12,675 12,675|  14,602] 14,219 5.2% 52% 5.6% 4%
GOK 4,169 4179 4,179 4412 4,785 11% 1.7% 1.1% 1.6%

Loans 2,158 4,586 4,506 5,400 6,369 19% 1.9% 2.1%) 1.8%

Grants 3,263 3.909 3,909 4730 4,125 1.6% 16% 1.0% 14%

502 | TRADE, TOURISH! AND INDUSTRY. Gross 4,552 4,005 4,005 4311 4,718 1.5% 1.6% 1.0%) 16%
GOK 3,609 | 3.350 3,350 3,684 3,907 1.4% 14% 14% 13%

Loans 265 - - 200 0.0% 00% 0.0%) 0.1%

Grants 678 655 855 793 610 0.3% 03% 03% 0.2%

503 | PHY SICAL INFRASTRUCTURE Gross 99,755 | 113,497 | 113,497 | 125,053 ) 133,28 46.6% 46.6% 47.6%) 44.8%
GOK 57.828 57.061| 57,861 | 62971 70,827 2.6% 238% 20.0% 2.7%

Loans 32,698 44.033 | 44.033| 49,760 51.830 18.1% 18.1% 19.0% 174%

Grants 5,137 707 | 7aor| maer 795 3.0% j0%| 3wl 2%

Local Ad-A 4,092 4,296 4296 3016 2,926 10% 1.0% 1,6% 1.0%

504 | ENVIRONMENT, WATER AND SANITATION _ | Gross 28,304 24243 | 24,243 | 26,048 28,857 10,0% 10,0% 9.9%) 9.7%
GOK 9,868 10,767 | _ 10767 |  11.951 13,385 44% 44% 46% 45%

Loans 14,160 8,834 8,834 8.165 10,398 36% 3.6% 3.6% 5%

Granls 4306 4,642 4,642 4,942 5,073 19% 1.9%) 1.9% 1.7%

505 | HUMAN RE SOURCE DEVELOPMENT. Grosy 371,393 24,783 | 24,783 | 26,023 | 28,085 10.2%) 10.2% 9.9%) 94%
GOIC 20,392 5,923 5,923 6,008 1,044 24% 24%) 2.3%) 2.4%

Loans 6,182 5143 5,148 5,33 6,060 21% 21% 20%) 20%

Grants 10,319 13712 | 13,712 | 14,500 14,902 56% 5.6% 5.6%) 5.0%

| 506 | RESEARCH, INNOVATION AND TECHNOLOGY | Gross 7,390 12,930 | 12,930 12,315 19,065 5.3%) 5.3% 4.7%) 64%
GOK 5,804 7435 1,43 8590 8,980 31% 1% 2.5%) 30%

Loans 1.262 4417 4417 4,678 5244 1.8% 18% 1.7%, 18%

Grants 243 1.078 1,078 1,147 4,840 0.4% 04% 0.4%) 1.6%

507 | GOVERNANCE, JUSTICE, LAW & ORDER Gross 9,063 9,095 | 9,855 10495 11,212 4.0% 4.0% 4.0% 3.8%
GOK 8.035 .816 8,816 ‘sim 9,790 3.6% 36% 36% 33%

Loans 2% 2 21 2 20 0.0% 0.0% 0.0% 0.0%

Grants 1,003 1,018 1,018 1,004 1,452 04% 04% 04%) 0.5%

$08 | PUBLIC ADMINISTRATION Gross 42,891 0917 |  2B97] 2545 36413 9.8%| 9.0% 9.6% 12.1%
GOK 32,759 | 17,697 | 17597 | 18.471| 28,029 72% 7.2% 1.0% 9.4%

Loans, __3m 2,985 2,985 3.093 3,787 12% 1.2% 1.2%) 1.3%

Grants 6,379 3,335 3,335 3,561 4,29 14% 14% 1.4% 1.4%

Local A1-A A 24 2 24 4 00% 0.0% 0.0%) 0.0%

509 | SPECIAL PROGRAWMES Gross 20,011 17,452 | 17,452 18,389 21,941 2% T.2% 7.0% T4%
GOK 8,220 9,016 9,016 9,567 10,130 311% 3T% 3.6%) 34%

Loans 7,978 5219 5,219 54711 3,228 2.2% 22% 2.1%) 28%

Grants 3566 3.157 3.157 3,362 3584 1.3%) 13% 13% 1.2%

Lacal Ad-A 258 258 258 | 258 258 0.1% 0.1% 04%) 0.4%

TOTAL DEVELOPHENT Gross 258,980 | 243,356 | 243,356 | 262,446 297,609 100% 100.0% 100% 100%

GOK 150,765 | 124,944 | 124,944 | 133,079 156,578 51% 51,3% 51% 53%

Loans 68,457 75303 | 75303 | 82,833 91,117 %) 30.9% 32% 3%

Grants 35,283 38,813 30,813 | 42,695 46,964 16% 15.9% 16% 16%

Local AJ-A 4,374 4,578 4,578 3,624 3,916 ™ 1.9% 1% 1%
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Annex 5: Recurrent Estimates ceilings for the MTEF period 2010/11 -
2012/13

RECURRENT IXPENDITURE (Kshs, Milllon;
9% SHARE OF TOTAL RECURRINT
NAME OF SECTOR 2009/10
Budget 3010711 30101} 201113 201213 201011 101112 201213
Draf Celng Pinal Collng colngs calngs DrafiCoWing | MaiColing | __ ceings avings
| 501| AGRICULTURE AND RURAL DEVELOPMENT Gross 15,663 13,600 13,600 15,12 19,303 A.2%) 3.2% 3.5% 1.9%
AlA 731 e m4 504 569 0 2%| 02% 0 1% 0 1%
Net 14,926 12,826 | 12826 16,218 17,814 30% 30% 4% 3%
502 TRADE, TOURISHM AND INDUSTRY Gross §,723 312 142 7,266, 7,124 1.6% 1.7% 1.8% 1.7%
Ad-A 505 530 530 501 554 01% 01% 0.1%] 01%
Net §,220 6382 6,942 6,768 7.1 1.5% 18% 1 5% 15%
S03| PHYSICAL INFRASTRUCTURE Groas 40,049 42,650 42,850 46,072 52,138 10.0% 9.9% 10.4% 11.2%,
AlA 33,565 34838 34,036 36,323 40,544 2% $ 1% 12% 0.7%|
Het G484 1.815 7.015 9749 11,592 1.0% 18%) 2 2% 25%
504 ENVIRONMENT, WATER AND SANITATION Gross §,44 8,738 10,738 9,063 9,614 21% 2.5% 2.0% 2.1%
ALA 1,205 1,265 1266 1.216 1315 03% 03% 0.3% 03%
- o Net 5229 7473 9473 7841 8238 1.3% 22% 10% - _1 "%
§05| HUMAN RESOURCE DEVELOPMENT Gross 145,313 154,108 155,109 160,394 167,024 38.2% 36.1% 36.2% 35.9%!
AlA 293 308 208 441 §72 0 1% 01% 91% 01%
Nat 145,080 153 801 154 801 159,953 187,151 38 1% 36.0% % 35 8%
| 506 | RESEARCH, INNOVATION AND TECHHOLOGY | Grow 29177 32,608 32,805 34,045 36,114 1.1%] 1.6% T.I% 1.7%
AlL-A 47 154 154 272 338 0 0%| 00% 0.1%| 0 1%]
Mst 29,029 32,450 32,450 34,073 35,778 7 8% T6% 1% 71%
507} GOVERNANCE, JUSTICE, LAW & ORDER Gross 71,291 13,444 13,444 75324 78,107 17.2% 17.1% 11.0% 16,1%)
ALA 1211 4422 442 3540 3483 1.0%) 10% 08% 0%
Net §7,081 69,022 69 022 71,783 74,655 162% 16 1% 16 2%| 16 0%
| S08| PUBLIC ADRINISTRATION Grows 38,048 26,932 26952| 28473 29,988 6.3%) 3% §4% $.4%
AlA 594 630 830 1,100 1,243 01% 01% 8.2% 03%
Met 37454 26,323 26,323 20378 20.744 6 2% 51% § 2% §.2%!
509| SPECIAL PROGRAMME S Gross 12,081 12,675 12475 13,318 134063 3.0% 3.0% 3.0% 3.0%
AlA 72 9 ki) 9 109 0 0%: 0.0% 00% 00%)
Net 12,010 12,698 12 595 13,225 13,754 3 0% 29% 30% 2.9%|
| 510| NATIONAL SECURITY Grovs 54,338 54,359 54,359 53,564 53,497 12.8% 12.7% 12.1% 11.4%)
AclA 43 444 444 423 423 0 1% 01% 0 1% 0 1%
Net 53,915 53915 §3,915 53,141 53074 127%) 12 6% 120% 11 4%
TOTAL RECURRENY Gross 413,180 426,044 429,604 443,54 467,251 100.0% 100.0% 100.0% 100.0%)
AlA 41,753 41,442 43442 44,413 49,281 10.2% 10.1%: 10.0% 10.3%
Het 37T A27 182,602 386,162 399,130 417,971 09,8% lB.g\ﬂ 90.0% $9.5%
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Annex 6: Ministerial and Departmental Expenditures

Ministry/Departiment Recurrent Develapment
Jun-08 Jua-09 JunOt Jun-09
Budpet | Aotust Budgst |  Actual Budpst | Actuat Budget | Actual

Minis by of State for Provincial ' ] .
Administration & Intemnal Secunty 33245 25916 | 40,747 33,326 3701 . 1486 2,996 1,382
Btate House 1,233 1230 1,089 1,079 189 ! 186 222 134
Ministry of State for Public Service 1,903 1,855 1,246 1,241 359 ¢ 260 323 104
Ministry of Foreign Affairs 6,820 5497 7,826 6117 979 719 1,818 ; 1,611
Gffice of the Vice-President and Minustry 1

of Homs Affairs 6,487 5541 9,523 9416 1,075 | 1,02% 1,139 1,120
Minsstry of Planning snd National '
Development 1,891 1,629 2756 2,131 2382 ! 1116 13,007 10,323
Office of the Deputy Prime Minister and )

Munistry of Finance 15487 13,950 13355 13,032 19,162 ' 60,071 14,373 9,791
Minsstry of State for Defence 39483 37,949 | 41,209 40,734 I - .
Ministry of Regional Development : |
Authorities 640 628 712 (113 1138 436 1,207 | 614
Minlstry of Agriculturs 71,372 3214 7,819 7,030 5,145 ' 1,737 8,850 4,750
| Ministry of Msdical Sesvices 22,831 19437 23,126 22,911 3,959 2,204 2,763 2,615
Office of the Deputy Prime Minister and

Mintstry of Local Jovemmant 10,156 4,574 10,547 10,546 2,864 4 3,092 3,462 2,375
Ministry of Roads 24,408 12,548 21,159 11,304 33,682 . 16,285 46,437 24,326
Minisary of Transp 4,021 3239 3214 _ 3,0M 4682 ' 3,140 2481 1,657
Minlstry of Labour and Hwnan Resource |

Davalopment 969 T4 1,000 269 414 237 400 310
Ministry of Trade 946 929 1,521 1,553 204 | 259 395 13
Ministry of Justice,National Cohssion and !

Conastitutsonat Affaire 815 719 1,617 151 1,079 ' 1,072 596 188
Minkstry of Qender and Children 1098 987 1,640 268 1,810 1,134 1421 258
Ministry of Livestock 3,351 3,057 3,579 3,038 1,881 ' 750 2,272 739
Ministry of Water and lrigation 4,160 2,313 4,678 2,309 11,655 ) 6,049 18,197 | 8,604
Ministry of Environment and Mineral

PResowrces 1,059 712 2,164 1,882 1230 274 1,254 816
Ministry of Coop esative Deveiop and . l
Muarketing 345 665 263 760 170 4 165 135 113
Cabinet Office 1,535 1,376 1,221 1,065 100 60 2947 110
Minustry of Esat Aftican Community 360 329 455 478 - - -
State Law Office 687 596 1,031 895 101 | 46 43 a3
Judicisl Daparhnent 1,820 1821 2013 1,995 335 60 437 442
Public Service Commission 303 246 365 363 - - -
Kenys Nationsl Audit Office 1236 997 1,408 1,138 - ! - -
National Assembly 6,591 4,999 6,782 6316 - - o
Minlstry of Energy 322 238 366 330 21,071 1 &6 068 31260 28418
Ministry of Education 96,587 100,273 | 106,183 104,494 9,506 | 4,097 9,867 3,993
Ministry of Infonnation and ,

ol icati 340 812 1,246 1217 3,783 ¢ 1,601 2018 1,443
Electoral Commission of Kenyn 7,752 2,373 838 439 - - -
Kenys Anti-Corruption Coiruni 1,248 1,504 1239 1,149 60 | 232 63 1
Ministry of State for Special Programmes 2,809 3,910 12,078 11,973 2,873 : 604 3,968 3,314
Ministry of Lands 1,647 1,152 1,756 1,316 527§ 1,583 560 113
Minlstry of State for Inunigyation and '

Registration of Persons 3,328 1,432 3211 2,688 663 248 641 373
Minishy of State for National Hentagse and

Culture 1,424 743 1,524 1,818 411 73 293 233
Ministiry of State for Youtir Affains and

Sports 3,269 1,631 4231 4,165 1,809 1,064 7,830 1,855
Minstry of Higher Education,Scisnce and

Technology 15,007 14,301 19,335 19,123 913 | 883 3,386 3,200
Mintstry of Housing 1,766 813 1,716 1,034 1,364 | 889 2,066 704
National Security Intelligence Service 8,161 6,894 7,702 7,700 - | - -
Ministry of Tourism 1,210 905 1,689 2,623 854 160 447 1,183
Ofice of the Prime Minister 244 228 1,068 231 183 ' - 17 10
Ministry of Public Health and Yanitetion 921 707 4,563 1,608 6,534 813 4,103 832
Mirustry of Forestry and Wildhfs 3,289 2939 3,703 3,50) 2201 1,150 1,383 1,508
Ministry of Fisheri Develop 718 647 192 474 213 - 171 121
i y of Nairobs Metropalit: .

Development 42 37 261 220 - 1,690 589
Ministry of Develop of Noth .

Kanya and Other Ard Araas 42 42 196 166 1,818 1 1,614 2,574 1,063
Ministry of Public Works 792 756 991 ns 1,708 ' 1,279 2,287 2,190
Ministry of Industrilization 1174 79 1,092 312 503 45 320 62}
Total 354,344 302,124 390,564 356,342 135,328 | 124,268 203,308 123,643
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