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I.  Introduction  

Mr. Speaker,  Honorable Members and Fellow 

Kenyans, itôs a great honour to present to this August 

House and to the countr y the highlights of the Budget 

for the f inancial year 2020/21 . I do this in performing 

my fiduciary duty  and in fulfilment of the requirements 

of Section 40  of the Public Finance Management Act, 

2012 and the Standing Order Number 241  of the 

National Assembly.  

Mr. Speaker, at the outset, allow me to take this early 

opportunity to express my si ncere gratitude to His 

Excellency, the President of the Republic of Kenya Hon 

Uhuru Kenyatta, for appointing me to the position of 

Cabinet Secretary for the National Treasury and 

Planning, to provide leadership in economic and financ ial 

affairs of the  country.  

Mr. Speaker, allow me also to express my deep 

appreciation to the Chair and Members of the Budget 

and Appropriations Committee,  Finance and National 

Planning Committee as well as other Departmental 
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Committees of the National Assembly for the 

con structive engagements and support in the review of 

the financial year 2020/21 Budget Estimates and the 

financing measures.  

FY 2020/21 Budget Context  

Mr. Speaker,  in February 2020, we submitted to this 

House the 2020 Budget Policy Statement. During that 

time, our financial projections assumed a normal 

operating environment. The economy was projected to 

grow by  6.1 percent  in 2020 which was an 

improvement from 5.4 percent  in  2019. Indeed, we had 

set on a conscious journey of fiscal consolidation, 

targeting a lower fiscal deficit of 6.3 percent  of GDP in 

the financial year 2019/20, 4.9 percent  of GDP in 

2020/21 and ultimately 3.0 percent  of GDP over the 

medium term. This plan was premised on a strong 

revenue growth , reduction of non - core 

expenditures  and a gradual slowdown in the 

growth of public debt . 
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Mr. Speaker,  you may recall that early in  the year, this 

House considered our proposals and approved the 

economic and financial strategies in the 2020 Budget 

Policy Statement.  

Outbreak of Covid - 19 Pandemic  

Mr. Speaker,  the global outbreak and the rapid spread 

of the Covid -19  Pandemic has led to contraction of the 

global economy with disastrous consequences. The 

Pandemic and the attendant containment measures 

aimed at saving lives have disrupted the business es 

environment , including international trade , leading to 

loss of livelihoods for millions of people globally.  

Mr. Speaker,  Kenya has not been spared. Evidently the 

Pandemic and the swift containment measures , 

including closure of the airspace and borders, curfews  

and cessation of movements in some counties among 

others, have not only disrupted our way s of lives  and 

livelihoods , but to a greater extent business. These 

measures including enforcement of basic hygiene and 

social distancing were not only necessary but  also  timely 
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as they have indeed stemmed a surge of infections and 

loss of lives.  

In addition to the adverse effects of the Covid -19 

pandemic,  our economy also experienced two other 

shocks. First, the massive invasion of swarms of desert 

locusts   that damaged crops. Secondly, the floods that 

led to loss of lives and livelihood; displacement of people 

and destruction of infrastructure.  

Mr. Speaker ,  cognizant of the magnitude of the 

multiple challenge s, particularly the Covid -19 pandemic, 

the Government moved swiftly to intervene and 

implement  a range of measures to mitigat e the  adverse 

effects. Overall, t hese measures have provided the 

much needed relief to the economy through injection 

of cash and  provision  of  additional disposable 

incomes to the people and businesses .  

Mr. Speaker,  the Government also lowered the Value 

Added Tax ( VAT)  rate from 16% to 14%; reduced tax 

rates for both corporate and personal income (PAY E) 

from 30% to 25% and provided 100% tax relief for 
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persons earning a gross monthly income of up to Ksh 

24,000. Further, in order to support the Micro, Small and 

Medium Enterprises, the tur nover tax rate was lowered 

from 3.0% to 1.0%.  

Mr. Speaker,  in order to support the economy, the 

Government instituted various monetary policy 

measures to enhance credit access by the private sector 

at a n affordable cost . This was achieved through 

reduction of the Central B ank Rate from 8.25%  to 

7.0%  and lowering of the Cash Reserve Ratio 

requirement from 5.25%  to 4.25% . Consequently, 

these  interventions released Ksh 35.0 bi llion  to 

commercial banks allowing them flexibility with regard 

to requirements for loan classification and provisioning. 

Indeed, since March 2020, banks have restructured 

loans in excess of Ksh 360 billion  including Ksh 190.0 

billion  of person al loans. Further, Mr. Speaker,  listing 

with the Cred it Reference Bureaus of any person, Micro, 

Small and Medium Enterprises and corporate entities 

whose loan account falls overdue or is in arrears was 

temporar ily  suspended. In addition, in order to enhance 
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liquidity for businesses, the Government provided Ksh 

13.1 billion  to settle verified pending bills owed by 

Ministries and Departments and a further Ksh 10.0 

billion  for payment of verified VAT refund claims.  

Mr. Spea ker,  to cushion the vulnerable in our society , 

particularly, the emerging urban vulnerable, the 

Government provided an additional Ksh 10.0 billion  to 

boost the on -going traditional current cash transfer 

programme. Similarly, the Government allocated Ksh 

1.0 billion to recruit  health worke rs to strengthen the 

human capital capacity of the Ministry  of Health  while 

allocating Ksh 400 million  for food and non - food 

commodities for affected households.  

Mr. Speaker,  the Government also established the 

Covid -19 Emergency Response Fund to receive 

voluntary con tributions from well -wishers towards 

defraying expenses associated with this pandemic.  

Mr. Speaker,  in order to gainfully engage our youth , 

the Government rolled out the ñKazi Mtaani 

Programmeò, designed to improve public hygiene 
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standards and  undertake urban civil works. Already, 

about 26,000 youth  are engaged in the Pilot Phase.  

To further cushion citizens and businesses from the 

adverse effects of Covid -19 Pandemic  and to stimulate  

economic activity  going forward , H.E. T he President, on 

May 23 rd , 2020 , unveiled an 8 - Point Economic 

Stimulus Programme . I will be elaborating on  th e 

Economic Stimulus Programme later  in this Statement.    

Resource Mobilisation  

Mr. Speaker, over the last few months, revenue 

collections shrunk considerably  due  to slow ed economic 

activities attributed to COVID -19  Pandemic . Conversely, 

there was rise in public expenditures to address the 

targeted interventions.  

In light of this , the Government reached out  to 

multilateral and bilateral development partners for 

additional financing . Indeed,  the response from 

development partners was prompt and generous. A 

number of them  provided assistance in form of grants 
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and highly concessional funds and personal protective 

equipment.  

Mr. Speaker , allow me to highlight some  of the 

significant financial assistance that Kenya has received 

from multi - lateral partners. First,  the country received 

Ksh 78.3 billion  under the Rapid Credit Facility of the 

International Monetary Fund to help ad dress the impact 

of the COVID -19 Pandemic . This financial support is fully 

concessional at zero interest rate. Second,  we received 

Ksh 108.0 billion  from the World Bank under the 

second Development Policy Operation, as both 

budgetary support and extra resources to help fight the 

Pandemic .  At the initial phase of the COVID -19 

outbreak , the World Bank extended support of Ksh 6.8  

billion  under the Contingency Emergency Response to 

the Ministry o f Health  for prompt preparations  and 

response .  

Mr. Speaker,  the Government has also received Ksh 

2 2 .5 billon  from the African Development Bank as a 
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concess ional loan and an additional Ksh 7.5 billon  

commitment s from the European Union inform of grant s. 

With th is support, Mr. Speaker,  we will not only 

strengthen our health care systems with the requisite 

equipment, supplies and medical personnel to respond 

to the pandemic  but also fund other critical interventions 

in the budget . W e express our sincere gratitude to  our 

bilateral development partners and multi lateral 

institutions for standing with us during this challenging 

time .  

Financial Year 2020/21  Budget  

Mr. Speaker,  the financial year 2 020/21 budget 

responds to the current challenges facing Kenyans, 

businesses and the economy at large in the w ake of 

COVID -19 pandemic. It is in this context that we have 

chosen the theme for this budget as ñStimulating the 

Economy to Safeguard Livelihoods, Jobs, 

Businesses and Industrial Recoveryò.  

The theme underscores our determin ation to protect 

lives  and livelihoods and  cushion vulnerable citizens 
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again st the adverse effects of COVID -19 . This is further 

expected to create and protect jobs , stimulate 

industrial growth  and ultimately steer economic 

recovery . 

Mr. Speaker,  to sustain efforts towards the full recovery 

of the economy, the Government is currently developing 

a Post Covid -19 Economic Recovery Strategy under the 

leadership of H.E The President. The Strategy will not 

only accelerate economic recovery but is designed to 

provide a road map for transition to  new development  

framework  beyo nd  the current Vision 2030 .  

Mr. Speaker , allow me  now to  highlight the economic 

polic y context in which this budget has been prepared.  

II.  Economic Policy Context  

Mr. Speaker,  in framing this budget, we have taken into 

account recent economic developments on the global 

and domestic  scene . The budget was prepared against a 

background of a contracting global economy occasioned 

by the outbreak of the COVID -19 Pandemic which has 

disrupted most aspects of human life. Indeed, m ost 
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world economies remain on lockdown . As a result, in 

April 2020 the IMF projected that the world economy will 

experience negative growth rate of 3.0 percent  in 

2020 . This is worse than the growth reported during the 

2008 -2009 financial crisis. However, on a positive note, 

world economic growth is projected to rebound to 5.8 

percent  in 2021.  

Mr. Speaker,  overall, economic growth in advanced 

economies is projected to contract by 6.1 percent  in 

2020 while that of emerging and develop ing countries 

including China, India, Russia and Brazil is expected to 

contract by 1.0 percent  in 2020.  Equal ly, economies in 

Sub -Saharan African region are projected to contract by 

1.6 percent  in 2020 before a rebound to grow by 4.1 

percent  in 2021.  

Mr. Speaker,  in addition to the adverse effect s of  

COVID -19 Pandemic, the Kenyan economy  is confronted 

by  the impact of desert locusts and floods that have 

caused deaths, displacement and destruction of 

infrastructure across the country.  
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From these  three simultaneous shocks, all sectors of the 

economy have been adversely affected. Agriculture 

sector for example, has been hit hard by the low global 

demand for agricultural  products  especially horticulture, 

tea and coffee , among others. Further, the reduction in 

availability of raw materials and intermediate goods 

following closure of international borders has negatively 

affected the manufacturing sector.  

Mr. Speaker,  taking into account the impact of these  

shocks on the domestic economy, growth is now 

projected at  a lower rate of 2.5 percent  in 2020 down 

from the 5.4 percent  growth re corded in 2019. Moving 

forward, so as to boost economic activit ies  and foster 

higher growth rates, we shall not only implement  a rapid 

Economic Stimulus Programme  but also lay down a firm 

óPost Covid -19 Economic Recovery Strategy ô. These 

initiatives a re ultimately expected to stimulate economic 

activities  thereby culminating  to a growth of 5.8 

percent  in 2021 and 6.5 percen t by 2024.   
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Mr. Speaker, as mentioned earlier , our  chosen  fiscal 

consolidation p lan  has been  adversely affected by the 

events over the last six months. I n this respect , we are 

now target ing  a fiscal deficit of 8.3 percent  of GDP  in 

financial year  2019/20  from the previous  target of 6.3 

percent of GDP . In the financial year  2020/21 , the fiscal 

deficit is targeted  at 7. 5  percent of GDP  and is 

expected to improve  to  6.1 percent of GDP  in FY 

2021/22 . 

Mr. Speaker,  having outlined the Economic Policy 

Context for this budget, the  rest of my  Statement will 

outline specific measures aimed at stimulat ing  the 

economy so as to  safeguard livelihoods , including 

jobs, businesses and  facilitate faster industrial 

recovery . I will thereafter present a fiscal framework 

that sets out  the resource envelope underpinning this 

budget  and  enumerate the spending priorities . F inally, I 

will provide highlights of tax and other policy measures 

that we are proposing to support economic recovery.  
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III. Stimulating the Economy to Safeguard 

Livelihoods, Jobs, Businesses and 

Industrial Recovery  

Mr. Speaker,  in addition to the  recent shocks 

experienced by the economy , we are still confronted by 

the perennial challenges of high incidence s of poverty 

and unemployment, frequent droughts, low 

agricultural and industrial productivity, 

inadequate decent housing,  growing demands for 

higher investments in the health sector,  

inadequate revenue and  other forms of financing 

and  governance - related issues .  

Mr. Speaker,  the se challenges , including the 

devastating effects of COVID -19 pandemic require bold 

actions if we are to position our country o n a sustainable 

economic growth trajectory . 

Through this budget, therefore, Mr. Speaker,  our focus 

will be :  

Á First,  to roll out an Economic Stimulus Program me  

that will catalyse economic activity, provide 
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livelihoods to Kenyans and enable businesses to 

recover from the adverse effects of C OVID -19 

Pandemic. I will shortly enumerate the variou s 

initiatives and their funding.  

Á Second,  maintaining macroeconomic stability to 

support long term investments, economic growth 

and development. Towards this end, we aim to 

strike an appropriate balance between support for 

economic recovery and continued fiscal discipline. 

This will be achieved t hrough effective coordination 

of fiscal, monetary and financial policies to low er  the 

cost of living and doing business.  

Mr. Speaker,  whereas Kenyaôs public debt remains 

sustainable , we need to be cautious about future 

debt accumulation . Our fo cus  therefore,  will be to 

strengthen  management of public debt to minimize 

cost and risks of the portfolio , while access ing  

external concessional f unding  to finance 

development projects. Further Mr. Speaker,  I 

reiterate that security of our people, property and 

investments remain key. In this regard, I will be 
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proposing allocations  of funds  to strengthen our 

security and  investigative agencies. This is because 

a secure and conducive business environment will 

attract Foreign Direct Investment that is necessary 

for economic recovery.  

Á Third,  to support the recovery and growth of Micro, 

Small and Medium Enterprises through various 

interventions including operationalization of the 

Credit Guarantee Scheme.  Mr. Speaker,  to further 

expand opportunities for local enterprises and Micro,  

Small and Medium Enterprises , we shall gazette and 

enforce the list of items for local procurement to 

promote the ñBuy Kenya Build Kenyaò Initiative;  

Á Fourth, to continue supporting implementation of 

the ñBig Fourò Agenda . In this regard, therefore, Mr. 

Speaker,  I will later in this Statement be proposing 

allocations to the Drivers and Enablers of  the Big 

Four Agenda;  

Á Fifth,  enhance  allocations to support development 

of critical inf rastructure in the country such as 

roads, rail, energy and water, among others, so as 


