
Audit / Tax / Advisory Smart decisions. Lasting value.

Kenya Budget Highlights
Path to Economic Transformation

June 2023



The 2023/24 Budget in 
context

 The 2023/24 budget is the first under the 
Kenya Kwanza government administration and 
holds the potential to shape the economic trajecto-
ry for the upcoming five fiscal years. The theme of 
this financial year budget is bottom-up economic 
transformation and climate change mitigation/ad-
aptation for improved livelihoods of Kenyans. 
 This budget has been developed in a 
context of notable worldwide economic instabili-
ty, characterized by the ongoing Eastern Europe-
an conflict, turbulent financial markets, drought 
and a restrictive monetary policy. These factors 
have contributed to a considerable deceleration in 
economic growth. 
 To fund the economic turnaround and in-
clusive growth plan, the government’s economic 
plan will focus on six key pillars namely, 

Kenya Government’s Key pillars:
• Agriculture.

• Micro,small and medium enterprises (MSME).

• Housing and settlement.

• Healthcare.

• Digital superhighway.

• Creative economy.

• Environment and Climate change.

Key highlights of the budget:

• The budget targets a growth rate of 6.0% in 2023/24, up from 5.7% in 2022/23. The economy 
grew by 5.7% in 2022, up from 0.9% in 2021. 

• Inflation is on the rise. Inflation rose to 7.5% in May 2023, up from 6.4% in April 2023. The 
government is taking steps to control inflation, such as increasing the supply of food and fuel. 
It is expected that the inflation will go down in the second quarter of the financial year 23/24.

• The government is facing a budget deficit. The budget deficit is projected to be 3.2% of GDP 
in 2023 down from 3.5% in 2022. The government is taking steps to reduce the deficit, such as 
increasing revenue collection and reducing spending.

• The government will raise revenue of KES 3.3 trillion in 2023/24, up from KES 3.1 trillion in 2022/23.

• The government will spend KES 3.6 trillion in 2023/24, up from KES 3.4 trillion in 2022/23.

Macroeconomic challenges 
facing Kenya.
• Impact of drought continues to pose a risk to agricultural 

production, despite expectations of improved food 
security in the coming months due to the anticipated long 
rains of 2023. 

• The business environment has worsened, attributed to 
reduced consumer spending caused by high inflation, 
high tax burden and high unemployment rate. 

• Depreciation of the Kenyan shilling against the dollar has 
had significant consequences, including a decline in forex 
reserves below the required four months of import cover, 
thereby heightening the risk of debt distress. 

• The country now finds itself in a vulnerable debt 
position, characterized by undersubscribed domestic 
bond issuance, limited access to international capital 
markets. Additionally, there has be increased wastage of 
public resources
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Fiscal Framework
 The fiscal policy targets to grow the total revenues to 17.9 percent of the GDP in the FY 2023/24 and above 18.3 percent over the medium term. 
The government intends to scale up revenue collection to Ksh 4 trillion over the medium term by undertaking both tax administrative measures and 
policy reforms.
 Under the tax policy reform, the Government will implement the National Tax Policy which will enhance the administrative efficiency of the tax sys-
tem, provide consistency and certainty in tax legislation and management of tax expenditure. 

Revenue Projections
 FY 2023/24 total revenue collection is projected at Ksh 2.96 trillion equivalent to 18.2 percent of GDP. Of this, ordinary revenue is projected at Ksh 
2.57 trillion equivalent to 15.8 percent of GDP, Ministerial Appropriation –in–Aid is projected at 348.7 billion and grants are projected at Ksh 42.2 billion

Expenditure Projections
 The total expenditure in the FY 2023/24 budget is projected at 3.7 trillion equivalents to 22.6 percent of GDP. recurrent expenditure will amount to 
Ksh 2.53 trillion equivalent to 15.6 percent of the GDP. development expenditures including allocations to domestic and foreign-financed projects, contin-
gency fund, Equalization funds, and conditional capital to county governments is 743.5 billion. Equitable share to county government is projected at Ksh 
385.4 billion

Fiscal Balance
 From the projected revenue and grants against the projected expenditure, the fiscal deficit is projected at Ksh 718 billion equivalent to 4.4 percent 
of GDP in the FY 2023/24 compared to the projection of Ksh 840.9 billion equivalent to 5.8 percent of the GDP in the FY 2022/23.
 
The fiscal deficit will be financed through net external financing of Ksh 131.5 billion and net domestic financing of Ksh 586.5 billion

The inflation rate has remained above the 7.5 percent upper bound target since June 2022 driven by high food and energy prices adverse weather condi-
tions, high global oil prices, and the effects of the depreciation of the domestic currency. The monetary policy action by the Central Bank of Kenya of raising 
the Central Bank Rate to 9.5 percent  together with agricultural reforms and the ongoing importation of food items under the duty-free window is expected 
to ease the domestic prices of basic food items reduce inflation
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Evaluation of the 2023/24FY budget 
estimates
Overall Outlook of Budget Estimates for FY 2022/23 vs 2023/24 
(KES Millions)

Sectoral allocation in the 2023/24 
FY budgeted estimates

 A detailed scrutiny of the estimates reveals no significant 
shift in resource allocation to various sectors. Education continues 
to receive the lion’s share of the National Government budget. The 
increase is due to the need for additional resources at the Junior 
Secondary School, a school feeding programme and the recruit-
ment of 20,000 teachers through the Teachers Service Commission.
 The Energy, Infrastructure, and ICT Sector remains the 
second largest expenditure centre, primarily due to infrastructure 
resource requirements. The rise in General Economic and Com-
mercial Affairs funding is primarily due to BETA priorities under the 
MSMEs pilla
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Current Developments

Privatisation 
 The current government has placed high 
priority on the privatization of public entities. In this 
regard, CS Prof. Njuguna Ndung’u emphasized 
the significance of privatization due to limited gov-
ernment resources. He specifically highlighted the 
challenges faced by Kenya Power and Kenya Air-
ways, with the latter constantly seeking budgetary 
support. Moreover, he urged Parliament to pass the 
Privatisation Bill 2023, which will replace the exist-
ing Privatisation Act of 2005.

Kenya Power
The government’s four-point turnaround strategy 
for Kenya Power:
• Transfer of all transmission assets to KETRACO.

• The government will settle Rural Electrification 
Scheme (RES) operations and maintenance 
costs, which had a deficit of KES 19.4 billion 
as at June 2022 and ensure KPLC, RES and 
Renewable Energy Corporation enter into a 
commercial for the future rural electrification 
schemes maintenance costs.

• The reduction of systems losses from 22.4 
percent to 14.4 percent by end of June 2025.

• The establishment of a new governance structure 
for Kenya Power that will give private sector 
fair representation reflecting the company’s 
shareholding structure.

Manufacturing
 Kenya to looking adopt decarbonised man-
ufacturing (emissions-free production by switch-
ing from fuel-based sources of energy) aimed at 
achieving zero carbon by 2050.

Digital lenders
 There were 32 digital credit service pro-
viders under CBK supervision by end of 2022. 
Therefore, the CBK will work with other agencies to 
ensure all digital lenders come under regulation to 
protect consumers. These digital lenders will also 
be required to be registered under the Data protec-
tion Registration System.

Banking
 The CBK will launch upgraded central se-
curities depository code to improve financial market 
liquidity, enhance operational efficiency in domes-
tic debt market and promote market deepening.
CBK has reviewed and enhanced the banking 
sector Know Your Customer (KYC) and customer 
due diligence (CDD) processes. This is to improve 
effectiveness of the banking sector anti-money 
laundering and combating the financing of terror-
ism and proliferation financing (AML/CFT/PF) risk 
based supervisory framework.

Alternative Dispute Resolution (ADR)
 The Kenya Deposit Insurance Corporation 
has developed an ADR framework to address dis-
putes between financial institutions that have been 
closed and their respective stakeholders, thereby 
fast-tracking release of available resources and 
winding up those banks under liquidation

SACCOS
 Sacco Societies Regulatory Authority (SAS-
RA) working on SACCOs Societies Act 2008 to pro-
vide the licensing and supervision of shared Sacco 
services platform to lower operating costs for small 
SACCOs. The review of regulations for SACCOs 
to allow for a resolution mechanism for financially 
distressed SACCOs. SASRA has proposed amend-
ments to the SACCO Societies Act, 2008 to provide 
for a framework for the appointment of trustees for 
deposit guarantee fund for SACCOs in Kenya

Capital Markets Development
 In order to MSMEs access financing via 
the capital markets, the Capital Markets Authority 
(CMA) has developed the Capital 42 Markets (Pub-
lic Offers and Disclosures) Regulations, 2023 that 
will enable MSMEs raise debt and equity capital via 
the Nairobi Securities Exchange (NSE). The CMA is 
also implementing the Capital Markets (Investment 
Based Crowdfunding) Regulations, 2022 to support 
Kenyan Start-ups to raise finance from both global 
and local investors. 
 The CMA has listed the LAPTRUST IMARA 
Real Estate Investment Trusts (REIT) in the NSE. 
This will provide investors with a unique opportuni-
ty to invest in a diversified portfolio of income-gen-
erating real estate assets.
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Pension
 The pension coverage in Kenya currently 
stands at 22%. Thus, the Government is working 
on a National Pensions Policy to address 43 key 
concerns on coverage, portability of schemes, re-
ciprocal arrangements to address concerns of Ken-
yans in the diaspora and mitigate the fragmentation 
in the sector. 
 The Treasury has established an innovative 
scheme – the Kenya National Entrepreneurs Saving 
Trust (KNEST) with a focus on the population in the 
informal segment of our economy. In order to pro-
mote uptake of the scheme, the government will 
deliberately form strategic partnerships to facilitate 
voluntary pension contributions for individuals in 
this sector and continue to explore options to pro-
vide diverse pension solutions for self-employed 
individuals. 
 The government will invest in modern tech-
nology and digital solutions to streamline pension 
processes and improve service delivery. 

Insurance Reforms
 In order to further enhance growth of the 
sector; the Insurance Regulatory Authority (IRA) 
has rolled out a Micro-insurance Framework that 
will contribute to increased penetration coverage 
for individuals with low income. The Authority will 
strengthen private insurance’s role in the Universal 
Health Coverage, promote crop and livestock in-
surance and support insurance for MSMEs. 
 The introduction of the House Insurance 
(Amendment) Bill, 2023, to provide for offences re-
lating to the management of an insurer. In addition, 
the Bill contains other amendments aimed at en-
hancing the efficiency of the IRA in regulating the 
insurance industry.

Unclaimed Financial Assets 
Authority (UFAA)
 UFAA Act to be amended to allow people 
to pick claimants of their wealth or dedicate the 
wealth to a course of their choice. The Act does 
not designate a beneficiary or to a course of their 
choice. Therefore, the CS has proposed to amend 
the Act to empower claimants to designate benefi-
ciaries of their choice or to a course of their choice.

Ease of doing business and consumer 
protection
 In order to protect MSMEs from abuse 
of power, the Competition Authority of Kenya 
(CAK) will: - 
• Exempt MSEs sector from merger notifications 

thus, enabling start-ups, digital businesses, 
among others. Further, it will conduct 
surveillance particularly in manufacturing and 
agro-processing sectors

• Implement codes of practice to ensure MSMES 
are protected from powerful buyers.

• Screen and investigate suspected infractions 
such as abuse of dominance conduct, price 
discrimination, predatory pricing to ensure a level 
playing field; and 

• Actualize the initiative earlier started with the 
National Assembly to address the issue of price 
fixing by professional services to make the fees 
competitive and improve quality of services. 

 CAK will actively monitor and investigate 
emerging consumer issues in various sectors, in-
cluding utilities, pharmaceuticals, digital financial 
services, e-commerce, insurance, aviation, and the 
safety of essential commodities. 
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Income Tax
Tax
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Income Tax
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Income Tax
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Value Added Tax
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Excise Duty
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Excise Duty
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Proposed Ammendments to the tax procedures act,2015
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Amendment to the 
Miscellaneous Fees and Levies 
Act, 2016
Harmonization of the Import declaration fee at the rate of  2.5%  and Railway 
Development Levy at 1.5 % for all imports.
Exemption of Import Declaration Fees (IDF) and Railway Development Levy 
(RDL) on the following items;
• Liquefied petroleum gas(LPG)

• All goods including   material supplies equipment, machinery and motor 
vehicles for the official use by the Kenya Defense Forces and National 
Police Service

• All aircraft, helicopters, aircraft engines, and aircraft spare parts

• Goods for official use by diplomatic and consular missions, the United 
Nations and its agencies, and institutions or organizations exempted under 
the Privileges and Immunities Act.

Affordable Housing Levy
As per the Finance Bill, the budget has proposed an introduction of a Housing 
levy payable by the employer and the employee at 1.5% of the employee’s 
gross monthly salary. This is aimed at the development of affordable hous-
ing. This provision after public participation has no capping that was initially 
at ksh 5,000

Special Economic and Export zones
The CS proposes to exempt from Import duty goods produced from the 
special economic zone and export processing zone that use inputs or 
raw materials originating from the Customs Territory when sold into the 
domestic market.

East African Community Preferential 
Customs Duty rates effective 1st July 2023.
The East African Community finance ministers have agreed on the following measures to 
prevent the proliferation of cheap imports into the region so as to protect local manufac-
turers from unfair competition and to enable them to access raw materials and inputs at 
affordable prices.
• Kenya will import rice at a rate of 35% instead of 75% under the EAC common external tariff

• Kenya will import wheat under the EAC duty remission scheme at 10% instead of 35%

• The EAC partner states will continue with the importation of raw materials for the 
manufacture of parts used in the assembly of motor vehicles under duty remission

• Importation under duty remission at 10% of completely knocked down kits was extended 
awaiting finalization of the EAC assembly regulations

• Importation of iron and steel products shall continue to attract a duty of 35% with the 
corresponding specific rates for a further year

• Kenya has been allowed to extend the import duty rate of 35% in addition to the specific 
import duty rates on vegetable products for a further year

• Kenya will import inputs for the manufacture of animal feed duty-free under the EAC Duty 
Remission Scheme for one year.

• Kenya was allowed to extend duty-free importation of inputs for the manufacture of baby 
diapers for a further year and charge imported baby diapers at the rate of 35%.

• Kenya was allowed an extension of one-year duty-free importation of raw materials and 
inputs for the manufacture of footwear products.

• Kenya was granted one-year extension of duty-free window for importing inputs for the 
manufacture of roofing tiles

• Kenya was allowed to extend duty-free importation of inputs for the assembly of 
smartphones and other cellular phones for a year

• Kenya will charge an import duty of 10% on billets imports
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