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KEY FINDINGS 

• Total expenditure grew at a faster rate than revenue (by 19 percent), driven by a significant growth in 

development expenditure. 

• There are still variations across MDAs in their level of absorption, but some MDAs have improved 

significantly. For example, the State Department of Transport improved their level of absorption by 

50 percentage points between 2015/16 and 2016/17. 

• Domestic and external borrowing is growing faster (47 percent) than total revenue and external 

grants (14 percent), pointing to more reliance on debt in 2016/17 than in 2015/16. Foreign and 

domestic financing grew from 27 percent to 33 percent as a proportion of total expenditure and net 

lending in the two years. 

• We do not have implementation reports to see how state corporations are spending federally 

allocated money. 

• The QEBR lacks information on program implementation at the national level. Baringo County 

exemplifies good practice in budget implementation reports, specifically on providing program level 

implementation information. 

• The QEBRs fail to provide adequate reasons for performance in revenue and expenditure.  In many 

cases, there are no explanations.  Where explanations are provided, they fail to identify the root 

causes of poor performance and do not explain variations in performances. They also fail to 

acknowledge previous explanations or changes over time. 
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NATIONAL GOVERNMENT IMPLEMENTATION 

This analysis is based primarily on the Quarterly Economic and Budgetary Review (QEBR) for the fourth quarter of 

2016/17. The QBER gives information on implementation of the budget for the full year July 2016 to June 2017.  

REVENUE PERFORMANCE 

There was significant growth (14 percent) in total revenue from 2015/16 to 2016/17 (see Table 1). This is slightly 

higher than the average growth in revenue during the past five years. The revenue sources with the highest growth 

are investment revenue, Appropriation in Aid (AiA) and local value added tax (VAT). Revenue sources that have 

declined from 2015/16 include traffic revenue and others, and external grants (see Table 2). 1 

TABLE 1.  GROWTH IN TOTAL REVENUE AND GRANTS FROM 2011/12 TO 2016/17 

 

Source: Budget Review and Outlook Paper (BROP) 2013-2016 and Fourth Quarter Economic and Budget Review (4th Qtr., QEBR), 2017 

Total Revenue (including external grants) collection has improved in performance against target compared to in 

2015/16 (see Table 2). The total revenue performance was 94 percent of the target, a 3 percent improvement 

from FY 2015/16.  Among the various revenue sources, investment income had the highest improvement in the 

performance against target, with an increase of 11 percent from performance in 2015/16. AiA has also improved in 

performance by 9 percent. Generally, performance of most sources of income has improved.  

Four revenue sources performed worse against targets in 2016/17 than in 2015/16: excise duty, taxes on 

international trade & transactions (import declaration fee), and traffic revenue and others (see Table 2).  

                     
1 Others includes rent of buildings, fines and forfeitures, other taxes, reimbursements and other fund contributions, and miscellaneous 

revenue. 

  % Growth 

between 

2011/12 and 

2012/13 

% Growth 

between 

2012/13 and 

2013/14 

% Growth 

between 

2013/14 and 

2014/15 

% Growth 

between 

2014/15 and 

2015/16 

Average 

Growth 

2011/12 to 

2015/16 

% Growth 

between 

2015/16 and 

2016/17 

Total Revenue and Grants 13% 19% 10% 10% 13% 14% 

              

Ordinary Revenue 13% 18% 12% 12% 14% 13% 

Appropriation in Aid 18% 21% -7% -13% 5% 43% 

External Grants 37% 29% 4% 5% 19% -11% 
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External grants and Appropriation in Aid continue to record the lowest performance against target at 45 and 66 

percent respectively. While there is no explanation for this in the QEBR, it does speak to fact that the national 

government continues to set unrealistic targets for these two revenue sources.  

While AiA still performed poorly against target in 2016/17, it was still an improvement from last year. In fact, AiA 

collection grew significantly in 2016/17 when taking the growth in the past three years into account. The growth in 

AiA reached 43 percent from 2015/16 compared to the past two years where a decrease in AiA performance was 

reported. 

TABLE 2.  PERFORMANCE AND GROWTH OF REVENUE IN THE FY 2016/17 

  2015/2016 

Actual (4th 

Qtr QEBR, 

2017) in 

Ksh. Billions 

2015/2016 

Targets 

(BROP 

2016)                 

in Ksh. 

Billions 

2016/17 

Actual (4th 

Qtr QEBR, 

2017) in 

Ksh. Billions 

2016/17 

Target (4th 

Qtr QEBR, 

2017) in 

Ksh. Billions 

Performanc

e (2015/16 

actual/ 

target) 

Performanc

e (2016/17 

actual/ 

target) 

% Growth 

between 

2015/16 

and 

2016/17 

                

Total Revenue (a+b) 1,219 1,300 1,401 1,455 94% 96% 15% 

                

(a) Ordinary Revenue 1,153 1,184 1,306 1,311 97% 100% 13% 

Customs Duty (Import, 

Export and IDF Fee) 

244 247 278 284 99% 98% 14% 

Investment Revenue 19 22 29 28 89% 101% 48% 

Other Income Tax 280 269 320 306 104% 105% 14% 

Others* and Traffic Revenue 40 38 35 37 105% 93% -12% 

PAYE 281 309 305 318 91% 96% 9% 

VAT (Imports and Local) 289 300 339 338 96% 100% 17% 

                

(b)Appropriation in Aid** 66 116 95 144 57% 66% 43% 

o/w Railway Development 

Levy 

17 18 19 19 96% 102% 9% 

                

(c) External Grants 30 66 26 59 45% 45% -11% 

                

Total Revenue and External 

Grants 

1,249 1,366 1,427 1,514 91% 94% 14% 

Note: *Others includes rent of buildings, fines and forfeitures, other taxes, reimbursements and other fund contributions, and miscellaneous 

revenue. 

**AiA includes receipts from Road Maintenance Levy Fund and A-I-A from Universities 

Source: 4th Qtr., QEBR 2016 and 4th Qtr., QEBR 2017, National Treasury 
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EXPENDITURE 

The national government’s total expenditure grew by 19 percent (see Table 3). This is slightly higher than the 

average growth in the past four years of 16 percent. The growth is driven by significant growth in development 

expenditure and expenditure by the Parliamentary Service Commission in 2016/17. 

TABLE 3.  GROWTH IN EXPENDITURE FROM 2012/13 TO 2016/17 

  % Growth 

between 

2012/13 and 

2013/14 

% Growth 

between 

2013/14 

and 

2014/15 

% Growth 

between 

2014/15 and 

2015/16 

Average 

Growth 

between 

2012/13 

and 

2015/16 

% Growth between 

2015/16 and 2016/17 

Recurrent -3% 14% 10% 7% 16% 

            

Development 4% 60% -5% 20% 33% 

County Governments -    19% 15% - 8% 

Parliamentary Service 

Commission 

-    -    -    -    20% 

Judicial Service -    -    -    -    0% 

Equalization Fund -    -    -    -    0% 

CF -    -    0% 0% -100% 

            

TOTAL EXPENDITURE 15% 26% 8% 16% 19% 

Source: BROP, 2016 and 4th Qtr. QEBR, 2017  

Development expenditure grew faster, more than double that of recurrent expenditure. Both recurrent and 

development expenditure in AiA increase significantly in the year 2016/17 (84 and 65 percent respectively), but it 

is unclear from the QEBR what caused such growth in expenditure. Other expenditures that grew significantly 

include recurrent expenditure in foreign interest and development expenditure by the Parliamentary Service 

Commission.  

The national government’s total expenditure (including funds disbursed to counties) in 2016/17 improved 

compared to the performance against target in the full year 2015/16. The expenditure performance in 2016/17 

was 91 percent of target, an increase of 4 percent from 2015/16. The total development expenditure performance 

against target improved significantly compared to the performance in 2015/16. This was driven by a slight 

improvement in development spending and significant improvement in AiA expenditure. The recurrent 

expenditure also improved slightly from 94 to 95 percent.  
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The national government paid more than the target amount to servicing of debts. There was an underestimation 

on how much would be spent in domestic interest and payment to guaranteed loans. The QEBR reports that the 

government spent 17 percent more than the budgeted domestic interest expenditure. While both foreign and 

domestic interest expenditure continue to grow, domestic interest expenditure is reported to have grown much 

faster than expenditure on foreign interest. It is unclear from the QEBR what is causing the sharp growth in 

domestic interest expenditure. The government has underestimated the cost of payments on guaranteed loans in 

the past two years as well. We also observed that the expenditure on payment of guarantee loans grew by 13 

percent from 2015/16.2  

Disbursement to counties is growing slower that the recurrent and development expenditure by the national 

government. While the country’s total expenditure grew by 19 percent, that of counties grew by only 8 percent. It 

is unclear why the disbursement to the counties is slower at the beginning of the year.  Delayed disbursement may 

mean that counties are unable to spend as planned throughout the year. 

Below is a table providing for the performance and growth of expenditure in the FY 2016/17. 

TABLE 4.  PERFORMANCE AND GROWTH IN EXPENDITURE IN 2016/17 

  2015/2016 

Actual 

(4th QTR 

QEBR 

2017)                       

in Ksh. 

Billions 

2015/2016 

Targets 

(4th QTR 

QEBR 

2016)           

in Ksh. 

Billions 

2016/17 

Actual 

(4th QTR 

QEBR 

2017)                     

in Ksh. 

Billions 

2016/17 

Target 

(4th QTR 

QEBR 

2017)               

in Ksh. 

Billions 

Absorption 

(2015/16 

actual/ 

target) 

Absorption 

(2016/17 

actual/ 

target) 

change in 

performance  

Growth 

between 

2015/16 

and 

2016/17 

Recurrent 983  1,046  1,142  1,198  94% 95% 1% 16% 

o/W Interest 

(Domestic and 

Foreign) 

215  216  271  244  100% 111% 11% 26% 

Development 485  689  646  804  70% 80% 10% 33% 

County 

Governments 

264  264  285  285  100% 100% 0% 8% 

Parliamentary 

Service 

20  25  24  27  80% 88% 9% 22% 

Judicial Service 12  14  12  13  81% 88% 8% 2% 

Equalization Fund 6 6.4 6 6 94% 100%   0% 

CF 5 5 - - 100%       

                  

TOTAL 

EXPENDITURE 

1,768  2,044  2,109  2,327  87% 91% 4% 19% 

                     
2 From Table 6 (page 15) in the QEBR we see that the payments were towards loans borrowed by three parastatals: East Africa Portland 

Cement, Tana Athi River Development Authority and Kenya Broadcasting Corporation. The cumulative amount (March 2017) on Table 6 is 1.4 

billion which is a big margin from the figure on Table 4 which is 2.4 billion (page 12). It is also indicated in that the total payments as at June 

2017 was 1.4 billion in the highlights provided from page v & vi (para.9) page 7. It is unclear which payments are linked to the 1 billion 

difference or whether this was the payment in the last quarter. 
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Source: BROP, 2014-2016 and 4th Qtr, QEBR, 2017  

Note: Revenue and expenditure figures as provided in the QEBR are preliminary and this may be revised in subsequent budget documents. For 

example, the 4th Qtr. QEBR 2016 indicated that the actual total revenue excluding external grants for the financial year 2015/16 was 1,219.1 

billion and in the Budget Policy Statement, 2017 this went up to 1,237.9 billion, a 1.5 % increase. Implying that the revenue at the time 

performed better than what was in the 4th Qtr. QEBR 2016. 

EXPENDITURE PERFORMANCE AT THE MDA LEVEL 

70 percent of the total national government expenditure was spent through various MDAs in 2016/17. Of the 

total MDAs expenditure, the Teachers Service Commission, the Department for Transport, and the Department for 

Infrastructure spent the largest shares.  

While some MDAs spent all their budget, others had a poor absorption rate. The Ministry of Foreign Affairs had 

the lowest absorption rate (53 percent). The State Departments of Petroleum, Natural Resources and Livestock 

also spent less than 60 percent of their approved budgets. It is unclear from the QEBR why these MDAs performed 

poorly.  

Overall MDA development expenditure absorption rate improved (from 69 percent in 2015/16 to 78 percent in 

2016/17). The Ministry of Foreign Affairs and Teachers Service Commission performed poorest in development 

expenditure, reported to have absorbed only 6 percent of their development allocation.  These MDAs however are 

heavy in recurrent expenditures. For the top ten development heavy MDAs, the absorption rate was an average of 

80 percent of their development allocation. 3 The State Department of Petroleum had the lowest absorption rate 

(51 percent) while the State Department Planning and Statistics absorbed its entire development budget. Both 

departments have small development budgets. 

The biggest MDA spender in development expenditure, the State Department of Transport, improved its 

absorption significantly from 2015/16. 4  The next two big spenders were the Ministry of Energy (and Petroleum), 

and State Department of Infrastructure. 5 These two departments had a drop in their absorption rates. Notably, 

the three departments also had a significant growth in their actual expenditure from the previous year (on average 

                     
3 In 2016/17 the MDAs with top ten development heavy (higher proportion of their actual budget development compared to recurrent 

expenditure) The top ten development heavy. State Department for Transport, State Department of Energy, State Department for 

Information Communication and Technology, State Department for Irrigation, State Department for Water Services, State Department of 

Petroleum, State Department for Housing & Urban Development, State Department for Planning and Statistics, State Department for Gender 

and State Department for Infrastructure. 
4 In 2016/1717 the top ten MDAs with the highest development expenditure were State Department for Transport, State, Department for 

Infrastructure, State Department of Energy, State Department for Water Services, State Department for Planning and Statistics, Ministry of 

Health, State Department for Information Communication and Technology &, State Department for Interior, The National Treasury, State 

Department of Public Service and Youth Affairs 
5 We combined the State Department of Energy with the Petroleum for comparability. The two departments were separated in FY 2016/17. 

The Department of Transport was together with the State Department of Infrastructure (2013/14) 
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113 percent growth). Table 5 shows the change in performance of the top three spenders of development 

expenditure in 2016/17, all of which are under the same sector: Energy, Infrastructure & ICT. 

TABLE 5.  ABSORPTION RATE OF TOP THREE MDAS WITH THE HIGHEST 

DEVELOPMENT EXPENDITURE 

MDAs                                                        

(Three highest spending 

MDAs in Development 

expenditure) 

Actual 

Development 

Expenditure   

2015/16          

in Ksh. 

Billions 

(BROP 

2016)* 

Target 

Development 

Expenditure 

2015/16          

in Ksh. 

Billions 

(BROP 2016)  

Absorption 

Rate 

2015/16 

Actual 

Development 

Expenditure 

2016/17         

in Ksh. 

Billions (4th 

QEBR 

2016/17)* 

Target 

Development 

Expenditure 

2016/17         

in Ksh. 

Billions (4th 

QEBR 

2016/17)   

Absorption 

Rate 

2016/17 

Change in 

Absorption 

Rate 

between 

2015/16 and 

2016/17 

State Department of 

Transport 

67 165 41% 149 163 91% 50% 

Ministry of Energy and 

Petroleum 

68 95 72% 187 278 67% -5% 

State Department of 

Infrastructure 

76 85 89% 108 168 64% -25% 

Note: The figures here are provisional.6  

Source: BROP, 2016 and 4th Qtr, QEBR, 2017  

MDAs recurrent expenditure absorption rate improved overall. In 2016/17 most MDAs had absorption rates  of 

over 70 percent against their recurrent expenditure targets. The Department of Transport’s low absorption of 26 

percent is not explained. Other MDAs with low absorption in recurrent expenditure included the State 

Departments for Water Services (49 percent), Natural Resources (51 percent) and Irrigation (59 percent). For the 

ten MDAs with the highest recurrent expenditure their absorption averaged 91 percent. 7 . It is unclear from the 

QEBR why the State Department of Housing and Urban Development (though having a small amount to recurrent 

budget), surpassed the estimated target by 76 percent. Spending should not exceed the approved budgets 

estimates.  

While we are able to tell the absorption rates for MDAs, information on non-financial performance, for example 

whether objectives of programmes and sub -programmes were met is not provided in the QEBR. 

DEBT AND DEFICIT 

There was an increase in deficit from 7.3 percent to 9.0 percent between the FY 2015/16 and 2016/17. This 

deficit was met by both foreign and domestic financing. The national government relied on more foreign financing 

                     
6 The National Treasury fails to update these provisional figures on MDA Expenditure in succeeding implementation/ performance reports. For 

example, when the Budget Review and Outlook papers come out these figures are still indicated as provisional. There is some updated in 

formation in the Program Based Budgets but this is not for all MDAs. 
7 In 2016/17 the top ten MDAs with the highest recurrent expenditure were Teachers Service Commission, Ministry of Defence, State 

Department for Interior, State Department for Basic Education State, Department for University Education, State Department for 

Infrastructure, The National Treasury, Ministry of Health, National Intelligence Service, Independent Electoral and Boundaries Commission, 
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than domestic financing (5 to 4 percent of GDP, respectively). Both domestic and foreign financing grew 

significantly from 2015/16 with the net domestic financing growing faster than foreign financing.  The financing to 

Standard Gauge Railway grew by 113 percent. 

TABLE 6.  GROWTH IN BORROWING BETWEEN 2015/16 AND 2016/17 

  2015/2016 

Actual 

(Ksh. 

Billion) 

In % of 

GDP 

2016/2017 

Actual* 

(Ksh. 

Billion) 

In % of 

GDP 

2016/2017 

Targets 

(Ksh. 

Billion) 

% Growth 

2015/16 

and 

2016/17 

DEFICIT INCL.GRANTS (Cash basis) (475) (7.29) -697 (9.04) -813 47% 

FINANCING 475 7.29  697 9.04  813 47% 

Foreign financing 270 4.15  386 5.00  464 43% 

Disbursements 305   422   507 38% 

of which Project Loans Standard Gauge 

Railway -AIA 

52   111   125 113% 

Debt repayment - Principal (35)   (36)   (44) 2% 

Other Domestic Financing 2 0.04  2 0.02  2 -27% 

NET DOMESTIC FINANCING 202 3.11  310 4.02  347 53% 

*provisional  

Source: 4th Qtr. QEBR 2017 

The net public debt grew by 24 percent between 2015/16 and 2016/17 (see Table 7). The net public debt stood at 

Ksh. 3.97 trillion, an increase of 24 percent from the net public debt in 2015/16. The total gross debt stood at Ksh. 

4.41 trillion (including external debt at 2.29 trillion and the domestic debt at 2.11 trillion).  

TABLE 7.  GROWTH OF PUBLIC DEBT IN 2016/17 

  June 2016* in Ksh. 

Billions  

June 2017* in 

Ksh. Billions                    

Increase in Ksh. 

Billions       

% growth  

External Debt  1,796  2,295  499  28% 

o/W Commercial Banks 432  712  280  65% 

Domestic Debt  1,815  2,112  297  16% 

0/W Central Bank 100  55   (45) -45% 

 Commercial Banks 927  1,142  215  23% 

Grand Total Gross 3,611  4,407  796  22% 

Less On-Lending and Government 

Deposits 

(401) (434) (34) 8% 

Grand Total Net 3,211  3,973  762  24% 

Source: 4th Qtr. QEBR 2017 

The effect of domestic borrowing from commercial banks. Debt from commercial banks makes up the largest 

component of domestic borrowing by the government and a significant portion of the increase in external debt. 

Domestic debt from commercial banks stood at 29 percent of the net public debt in 2016/17. External debt from 

commercial banks grew by 65 percent. The QEBR doesn’t describe the implication of this, nor does it detail 
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reasoning behind the decision to borrow more from commercial banks.8 Many have questioned whether this has 

had an effect of a slowdown in money supply and crowding out private sector as the government seems to be a 

preferable debtor of commercial lenders and banks.9  

QUARTERLY TRENDS (REVENUE AND EXPENDITURE) 

Revenue is collected evenly throughout the year 2016/17. The least amount of revenue was collected in the first 

quarter, followed by the third quarter.  When comparing the four quarters, most revenue was collected in the 

fourth quarter. This trend holds consistent from FY 2015/16. Revenue from taxes is collected evenly throughout 

the year with marginally higher collections in the fourth quarter. In the case of” other income tax,” 39 percent of 

the revenue source is collected in the fourth quarter 10,11 Other notable trends include the external grant being 

received mostly in third quarter of 2016/17 while in the fourth quarter of 2015/16. The highest amounts of 

investment income and AiA, which recorded the highest growth in collection in 2016/17, were collected in the 

second quarter. 

                     
8 It could be that the National Treasury underestimated the debt interest to be paid in 2016/17 or that there was a sharp increase in debt 

interests rates. These are just possibilities. There is increase in debt from commercial banks. This needs to be explained. 
9 See Steve Makambi, Reuben Muhindi and Gillian Nduku, Influence of Bank Lending to the Government on Private Sector Credit in Kenya: A 

Fiscal Deficit Specification working paper published by Kenya Bankers Association, http://www.kba.co.ke/downloads/WPS%2018.pdf  
10 Although not defined in the QEBR other income tax includes income taxes except PAYE such as corporate taxes, and withholding taxes. there 

was a significant increase in collection (56 percent growth from the third quarter) in the fourth quarter collection from the third quarter 

collection. 
11 Although not defined in the QEBR other income tax includes income taxes except PAYE such as corporate taxes, and withholding taxes. 

http://www.kba.co.ke/downloads/WPS%2018.pdf
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FIGURE 1.  QUARTERLY REVENUE COLLECTION IN 2016/17 IN KSH. MILLIONS 
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The national government spent the most (45 percent of the total expenditure) in the third quarter of the year.  

This is true for both recurrent and development expenditure. The national government spent the least in the first 

quarter of the year. 

FIGURE 2.  QUARTERLY EXPENDITURE IN 2016/17 IN KSH. MILLION 

 

 

 

 

 

 

 

 

Source: 4th Qtr. QEBR 2017 

County governments received most of their funding in the second half of 2016/17. This is an improvement in 

distribution of funding disbursed to counties in each quarter compared to the average of 64 percent from 2013/14 

to 2015/16. Could this be a challenge for counties’ spending? It is also unclear whether the transfer in the last 

quarter contributes to the huge bank balances that counties have at the end of each year.12 The Equalization Fund 

is meant to be spent to provide services in health, roads, water and electricity in marginalized areas across the 

country. In 2016/17 money allocated to the fund was only disbursed in the last quarter of the year. This means 

that these funds were unlikely to have been spent in the year 2016/17. Table 8 shows the quarterly disbursements 

to counties over the years as reported in the past QEBRs.  

 

 

                     
12 The COB reported that the cash balances at the beginning of the financial year were as follows:  Kshs.3.2 billion in 2013/14, Kshs.27.42 billion 

in 2014/15, Kshs.34.1 billion in 2015/16, and Kshs.39.96 billion in 2016/17  
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TABLE 8.  QUARTERLY DISBURSEMENTS TO COUNTIES 2013-2017 

  2013/14 

(QEBRs 

2014/15) 

2014/15 

(QEBRs 

2014/15) 

2015/16 

(QEBRs 

2016/17) 

Average 2013-

2016 

2016/17 

(QEBRs 

2016/17) 

Quarter 1 17% 12% 12% 14% 19% 

Quarter 2 17% 24% 26% 22% 21% 

First Half year  34% 36% 38% 36% 41% 

Quarter 3 23% 24% 24% 23% 24% 

Quarter 4 43% 40% 39% 41% 35% 

Last half year  66% 64% 62% 64% 59% 

  100% 100% 100% 100% 100% 

Source: 4th Qtr. QEBR 2017 

STATE CORPORATIONS’ PERFORMANCE 

We do not have implementation reports on how state corporations are spending their allocations. While we 

know the law mandates state corporations submit quarterly reports to their respective cabinet secretaries and 

subsequently to the National Treasury, these reports are not published, and it is impossible to pick out information 

on performance of the corporations from Quarterly Economic and Budgetary Review Reports. 

It is important to get information on state corporation spending, especially for those with the highest spending in 

certain MDAs.  The Programme Based Budget (PBB) does not specific the budget given to state corporations. There 

is the classification captured as  “Transfers to Gov’t agencies,” which we can assume goes to various state 

corporations in an MDA, but little detail is given.  For some MDAs, this is a significant portion of the entire budget. 

For example, in Figure 3 under the State Department for University Education, the transfer to government 

agencies takes up 82 percent of the total department budget in 2017/18. 
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FIGURE 3.  SNIPPET SHOWING CURRENT AND CAPITAL TRANSFERS TO 

GOVERNMENT AGENCIES UNDER THE DEPARTMENT OF UNIVERSITY EDUCATION. 

 

 

 

 

 

 

 

Source: National Government Programme Based Budget 2017/18 

LACK OF ADEQUATE PUBLIC REASONS  

Performance of revenue. The QEBR fails to provide adequate reasons for poor performance in revenue collection. 

While the shortfall in collection of excise duty and AIA is cited as justification for the Ksh. 54 billion deficits in total 

revenue (excluding external grants), the cause of these revenue streams’ underperformance is unclear. In addition, 

there is no explanation why the “other” component (which encompasses many sources of revenues) performed 

poorly, though it’s evident it performed poorer than excise duty. A general statement that the deficit was caused 

by under collection of the two revenue streams does not address the root cause of the poor performance.  One 

reason that appears as an explanation of poor performance repeatedly in budget documents is that AiA 

underperformance reflects the problem of under reporting by the ministries’ expenditure return for the period 

under review.  This fails to explain which ministries are affected, not to mention which ministries are improving 

due to the significant growth in AiA collection. 

Performance of expenditure. The QEBR fails to give adequate reasons for low absorption in expenditure. While it 

indicates the reason for failing to attain the target in expenditure in 2016/17 was low absorption levels in 

operations, maintenance, wages, and salaries, the root cause of poor absorption was unclear. For any meaningful 

deliberations on the challenges the national government is facing and to determine subsequent plausible solutions 

we must understand the root cause of underperformance.  
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There was an improvement in the level of absorption of budgeted expenditure from the previous year, though the 

reason for this improvement is not given.  

Non-financial information that speaks to the financial data presented. It is unclear why the QEBR singles out 

wages and salaries as having performed poorly, as Table 4 (of the QEBR) clearly indicates 99 percent absorption for 

wages and salaries.13  Absorption rates for other items such as pensions (97 percent) and foreign interest (94 

percent) performed poorer than wages and salaries yet were not cited as problem areas. 

Acknowledgement of previous explanations and progress. As in the past, the QEBR states that the reason behind 

failure to meet targets was “non-capture of the sub-national expenditures and hence under reporting by 

ministries.” This does not explain why some MDAs were affected by this challenge more than others. If 

underreporting is only part of the story, the full explanation as to what else caused MDAs under-absorption is 

needed. Notably, some MDAs improved their absorption rates significantly (See above).  

There was a significant improvement in the development expenditure absorption, but no explanation as to what is 

causing the improvement. Are sub-national expenditures better reported? Are some MDAs addressing the 

challenge effectively? The explanation on sub national under-reporting doesn’t account for challenges in the 

Ministry of Foreign Affairs, which is reported to have the lowest absorption rates in 2016/17. 

COUNTIES IMPLEMENTATION: A CASE OF BARINGO 
COUNTY 

The Public Finance Management (PFM) Act requires that counties prepare and publish implementation reports 

every quarter. However, many counties have not been publishing these reports on their websites. 14 IBP Kenya 

conducted a survey in September 2017 to establish whether counties had posted their third quarter 

implementation reports, and only one county, Baringo, had an implementation report that was publicly available 

on their website. It is unclear whether these implementation reports are submitted to the county assemblies as 

they should be, or if there is any pressure from county assemblies to ensure they are submitted. 

Baringo county posted its fourth quarter implementation report online by September 2017. In this analysis, we 

look at Baringo’s report to learn what is happening in Baringo as an indication of what could be happening and 

counties but also as an example of what county reports should look like. In addition, the Baringo County analysis 

                     
13 The QEBR gauges performance by looking at the absolute figures when comparing across different revenue source. This fails to appreciate 

that some expenditures tend to be of a higher value (more expensive). It is reasonable to compare the absorption rates. This non-financial 

information doesn’t support the financial data they present. 
14 Section 166 

http://www.internationalbudget.org/budget-work-by-country/ibps-work-in-countries/kenya/understanding-county-budgets/tracking-county-budget-information-kenya/
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provides some highlights of good practices that even the national government can draw from to improve its 

reports.  

BARINGO PERFORMANCE  

Local revenues performance. While Baringo local revenues grew in 2016/17, the growth slowed down compared 

to past years. The fourth quarter implementation report states that local revenue in Baringo grew by 3 percent as 

compared to the collection in 2015/16.  

The performance against target of local revenue in 2016/17 dropped. In the year 2015/16, the Controller of 

Budget (COB) reported that counties did not meet their targets in local revenue collection. Our analysis observed 

that local revenues from counties remain erratic. The Annual County Governments Budget Implementation Review 

Report 2016/17 by the COB indicates that on average counties collected 56 percent of their local revenue target in 

2016/17. In Baringo, local revenue collection was 87 percent of the target, a drop from 93 percent in 2015/16.  

Local revenue forms a very small percentage (5 percent) of the total revenue spent by the county government of 

Baringo, and a significant proportion of it is from Hospital Revenue (26 percent). In 2016/17 local revenue was 

slightly lower than the average proportion of 6 percent that local revenue had been to the total revenue of the 

county since 2013.   In addition, a large proportion of the county local revenue is composed of service charges 

attached to the provision of certain services as shown in the Table 9. 

Expenditure performance. There was a growth in expenditure in Baringo County by 13 percent. Development 

expenditure grew faster than recurrent expenditure. Recurrent expenditure remains the largest portion of the 

expenditure in 2016/17, but this is a slight fall from the proportion of total expenditure in 2015/16.15 The health 

department received the most of the county’s expenditure at 38 percent of total expenditure in 2016/17.  

Environment and Natural Resources has the highest increase in expenditure among the departments. The 

Department of Youth, Gender, Labour, Sports, Culture, Social Security and Transport, Infrastructure and Energy 

recorded the lowest absorption rates as compared to other departments 

Non-financial performance information to the department level and implementation information on programs 

and projects. The Public Finance Management Act, 2012 provides that implementation reports should contain 

both non-financial and financial information on performance. 16 The Baringo implementation reports include both 

financial and non-financial information. They provide information similar to what one would find in their 

                     
15  From 73 percent to 71 percent in 2015/16 and 2016/17 respectively. 
16 Section 83 for the national government and Section 166 for county governments.  

http://www.internationalbudget.org/publications/kenyas-county-budget-implementation-2015-2016/
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Programme Based Budgets. There is implementation information on the department level of spending and 

challenges and achievements of each department. In addition, performance information on each program 

included: major achievements, steps taken to accomplish each objective, and challenges in implementing various 

activities. For example, under the Department of Environment and Natural Resources the first program is titled 

“Environment Conservation and Management.” The objective from the budget is to “ensure a clean, health and 

protected environment for sustainable future of the people of Baringo County.” The implementation report 

reports the projects implemented by the department: their location, status and outcomes.   

It is not easy to relate spending to non-financial targets for all departments. For example, from the snippet below 

we see that 10 barazas were held to increase environmental awareness. However, we do not have information in 

how much these barazas cost. The snippet shows how the department implemented its budget under one 

program in 2016/17. 

FIGURE 4.  SNIPPET SHOWING NON-FINANCIAL INFORMATION ON PROGRAM 

IMPLEMENTATION OF THE BUDGET 2016/17, BARINGO COUNTY 

 

 

 

 

 

 

 

Source: Baringo Fourth Quarter 2016/17 Budget Implementation Status Report 

The QEBR fails to report on the implementation of programs and projects undertaken by the national government.  

Reporting on county funds created in line with the PFM Act: we observe that for both counties and the national 

government, it is unclear how funds created by law are spent and what impact these funds have had. While some 

information is provided through the annex to the Programme Based Budgets, it is impossible for citizens to 
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evaluate the use of these funds effectively. Without details as to whether the objectives are met and what value 

these funds have to the citizen, the public cannot engage in decisions around their use. Below is a snippet on the 

information provided in the annex to the PBBs. 

FIGURE 5.  SNIPPET ON INFORMATION AVAILABLE FROM THE NATIONAL 

GOVERNMENT ON FUNDS (WOMEN ENTERPRISE FUND 2017/18) 

 

 

 

 

 

 

 

 

Source: 2017-18 Annex of State Corporations Revenue and Expenditure 

There is an attempt in Baringo’s implementation reports and the County Budget Review and Outlook Paper 

(CBROP), 2017 to show the performance of funds and the challenges that are associated with these funds. In the 

2016/17 fourth quarter implementation report there is a mention on how funds were used. Here is a snippet on 

two funds. 
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FIGURE 6.  INFORMATION ON IMPLEMENTATION OF FUNDS BY BARINGO COUNTY 

(PERSONS WITH DISABILITY AND OLDER PERSONS FUND) 

 

 

 

Source: Baringo Fourth Quarter 2016/17 Budget Implementation Status Report 

Here is a snippet from the Baringo CBROP, 2017 on funds run by the county. 

FIGURE 7.  INFORMATION ON IMPLEMENTATION OF FUNDS BY BARINGO COUNTY 

(ALL COUNTY FUNDS) 

 

 

 

 

Source: Baringo County Budget Review and Outlook Paper (CBROP), 2017 

The national government implementation reports omit this information.  

Public reasons/ explanations of performance. There is a good attempt to explain the performance of Baringo 

county in the year 2016/17. For example, the fourth quarter implementation report of Baringo reports challenges 

causing underperformance of local revenue, touching on specific revenue sources and getting to the root cause. 

Reasons given include the insecurity in the county caused by cattle rustling and closure of livestock markets 

leading to under collection in livestock fees and cess. Other challenges highlighted on the issue of under collection 

of include the long doctors and nurses’ strikes   reducing revenue generated from hospitals (see para. 63 of 

Baringo’s fourth quarter implementation report).    

The Baringo report also gives recommendations to deal with specific challenges faced by different departments. 

These proposals are encouraged as they could inform budget decisions in the coming year(s). Below is an example 
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of implementation challenges and recommend solutions for the Department of Industrialization, Commerce, 

Tourism and Enterprise Development. 

FIGURE 8.  SNIPPET SHOWING EXPLANATION GIVEN TO IMPLEMENTATION 

CHALLENGES, BARINGO DEPARTMENT OF INDUSTRIALIZATION, COMMERCE, 

TOURISM AND ENTERPRISE DEVELOPMENT 

 

 

Source: Baringo Fourth Quarter 2016/17 Budget Implementation Status Report 

CONCLUSION 

National and county government are required to produce implementation reports that provide information on 

performance on revenue and expenditure. This information can be used to inform decision making for future 

budgets to improve the revenue collection and impact of government expenditure.  These reports should be 

backed by adequate reasons on performance to promote public deliberation around the budget. This analysis 

shows that certain key sets of information is missing from documents that are publicly available.  The 

implementations reports do not provide any non-financial information and required by the PFM Act and neither do 

they provide reasons on performance that could help improve budgets in future periods. This raises further 

questions on the role of legislature at both levels of government as they monitor and debate budget performance. 

First, the level of information provided in current reports becomes a challenge for any institution or individual 

tracking budget implementation including parliament. Secondly, its parliaments role to also push the executive to 

provide better information that will enable it to make better decisions when approving budget documents that 

must be tabled in the assemblies. 

 

 


	Key Findings
	National Government Implementation
	Revenue performance
	Expenditure
	Expenditure Performance at the MDA Level
	Debt and Deficit
	Quarterly Trends (Revenue and Expenditure)
	State Corporations’ Performance
	Lack of adequate public reasons

	Counties Implementation: a case of Baringo county
	Baringo performance

	Conclusion

