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FOREWORD

This 2025 County Fiscal Strategy Paper(CFSP),which is the third to prepared under the new
Achani-Chirema administration, consolidates the progress and gains achieved in the last two years
in the implementation of priority programmes and projects articulated in the county socio —
economic transformation agenda anchored on the third County Integrated Development Plan
(CIDP 111) 2023-2027.The five year term plan is linked to the National Government’s Bottoms=
Up Economic Transformation Agenda(BETA) which is being implemented by the Fourth Medium
Term Plan (MTP IV) of the Vision 2030.Consistent with the initiatives of BETA, the“€ounty
Government of Kwale has given special focus on: improving the citizens’ well{b€ingathrough
continued investment in health; agricultural transformation; youth and women emppwerment;
infrastructural development (roads and water); and education.

The 2025 CFSP has been prepared against a backdrop of stable global and demestic economic
outlook. Global economic growth is projected at 3.2 percent in 2024.and(3.3 percent in 2025 from
3.3 percent in 2023. The outlook reflects economic recovery in China, EUFo area and UK, despite
a slowdown in activity in the USA and Japan. The Kenya economy*has’remained resilient despite
the challenging domestic and external environment. The National Government implemented
structural reforms and interventions under the BETA whigh have stabilized the economy and
supported economic recovery from the growth of 4%9 pergent in 2022 to 5.6 percent in 2023.
However due to the decline in economic activiti€ssand sfowdown in private sector credit in the
first three quarters of 2024, economic growth dr@pped to 4.6 percent in 2024.Going forward,
economic growth is expected to pick upgto S¥8ypercent in 2025 and it will be retained over the
medium term courteous of the ongbing IMplementation of the BETA priorities, increased
agricultural productivity and resiliéneguinsthe services sector.

The County Government fiseél poligy for the financial year (FY) 2025/2026 and over the medium
term will prioritize expendituréyrationalization and increased revenue mobilization efforts. To
strengthen expenditurefcontrol, the County Government will: rationalize and curtail non-essential
expenditures; stren@then, the”procurement system and increase transparency and fast track the
transitioning frgm €ash basis to accrual basis of accounting to improve on cash management. On
revenue mobilization) expansion of the local tax base will be undertaken through initiating more
reliable réwenue sources and leveraging on the revenue management system to increase efficiency
and seal foopholes.

TheyCounty fiscal performance in the FY 2023/2024 was satisfactory despite the challenges
associated with constrained cash flows and delays in disbursements. The mid financial year
(Quarter 2 FY 2024/2025) budget implementation results reveals a promising fiscal performance
for the FY 2024/2025.As at 31 December 2024(end of Quarter 2 of FY 2024/2025) the County
had absorbed 28.9 percent (Ksh 4,352,130,687) of the revised budget of Ksh 15,039,218,850.In
the first half of the 2024/2025 financial year, the County Government collected Ksh. 164,041,978,
which is 46.9% of the annual target of Ksh. 350,000,000.
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In the FY 2025/2026, the County Government anticipates revenue amounting to Ksh
9,709,768,508. This will come from equitable share of revenue from the National Government of
Ksh 8,989,768,508 and revenues raised locally amounting to Ksh 720,000,000. The total revenues
of Ksh 9,709,768,508 will be allocated as follows: recurrent expenditure (Ksh 6,699,334,853)
translating to about 69 percent of the total expected resources and development expenditure (Ksh
3,010,433,655) which is about 31 percent.

In the preparation of this draft 2025 CFSP, we consulted widely among various stakeh %
gave their inputs. We are grateful for their inputs. Analysis of these puts informed on

of the sector ceilings given in this 2025 CFSP. The sector will form the basis for allogation of

resources in the FY 2025/2026 budget. %

We are operating under a fiscal constrained environment, prioritization %s rce allocation
will be critical to ensure high priority service delivery programmes y funded. Special
attention will be given to those ongoing projects which have highfimpact'en the well- being of the
citizens as highlighted in the county socio —economic transformation agenda. Departments and
agencies of the county are requested to eliminate wasteful/expenditures and pursue the priorities

articulated in the Governor’s vision and manifesto and a e third generation of the County
Integrated Development Plan 2023-2027.
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Government of Kwale to be implemented in the FY2025/2026, outlines the county fiscal
performance up to mid-year of FY2024/2025, provides the projections of expected revenues%
expenditures together with a summary of the county spending plans and sector ceilings as t%
for the FY2025/2026 budget. The publication of the 2025 CFSP aims to improv. S

2

understanding of the County Government of Kwale’s public finances and guide delibgrations on
the county economic and development matters.

The County Government of Kwale is keen on fostering prudent man@z% public resources
in order to support the county socio-economic transformation ag@ et implementation up
to the second quarter of FY 2024/2025 was impeded by delays in sement of funds from the
National Government due to revenue shortfalls. Late ent of funds continue to affect
timely implementation of the FY 2024/2025 budgw roval of the County Allocation of
Revenue Act 2024 will further affect the implw of the FY 2024/2025 budget as the

i d

nwards from Ksh 8,887,499,175 to Ksh
2. Further, the County Governments Additional

equitable share of revenue has been r

8,625,411,603 implying a loss of Ksh 26
Allocations Bill (CGAAB),2024 uced the grants allocations. Going forward, budget
cuts and expenditure will be@ntt ensure seamless implementation of the budget.

The preparation of thi P was a collaborative effort by the county departments and

agencies of the C
valuable infor an nputs which formed a bigger portion of this paper. A dedicated team at
the Count a § division of Budget and Economic Planning spent substantial amount of time

puttir}q( er the contents of this 2025 CFSP. We are indebted to them for tireless efforts and
tl

O

nment of Kwale. The county departments and agencies provided

ALEX ONDUKO THOMAS,
CHIEF OFFICER, EXECUTIVE SERVICES, FINANCE AND ECONOMIC PLANNING
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About The County Fiscal Strategy Paper
The County Fiscal Strategy Paper (CFSP) is a county government policy document that sets

out the county’s strategic priorities and policy objectives that will guide the preparation of the
countybudget for the coming financial year and over the medium term. Section 117 of the Public
FinanceManagement Act (PFMA), 2012 states that the County Treasury shall prepare and
submit to the County Executive Committee the CFSP for approval. Then the approved CF

is to be submittedto the County Assembly by the 28" of February each year.

The County Assembly shall in not more than 14 days after the CFSP is submitted, %%
discussa report containing its recommendations and pass a resolution to adopt itw% out
amendments. The County Executive Committee Member for Finance shnt account
resolutions passed by the County Assembly in finalizing the Budget o% ping financial

year.
The County Fiscal Strategy Paper contains: < )

a) The broad strategic priorities and policy that will guide the county
government inpreparing its budget fo%' financial year and over the

medium term.
b) An assessment of the curren tw national economy including macro-

economicforecasts.

c) The financial outlook with respect to county government revenues,

expenditures andborro or the financial year and over the medium term.

d) The propose
theAsse
e) The &&sp nsibility principles and financial objectives over the medium

t
mnt of specific risks.
The?z: jon of the County Fiscal Strategy Paper is a consultative process that involves
Kin

d taking into account the views of the Commission on Revenue Allocation (CRA);

Iic; any other interested persons or groups; and any other forum that is established by

he PFM Act 2012. The County Treasury shall align its County Fiscal Strategy Paper with the

penditure ceilings for the county government departments and

national objectivesin the Budget Policy Statement.
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CHAPTER ONE: INTRODUCTION

11 Overview
1. Kwale County is one of the six counties in the coastal region under the Jumuiya ya Kaunti

za Pwani (JKP) economic bloc. The population census of 2019 indicates that the county has an
estimated population of 866,820 of which 49.0 per cent is male and 50.9 per cent female(
KNBS 2019). The County has a population density of 105 per km?. About 85.4 per cent of t
population lives in rural areas of whom 57.0 per cent are female. The youth constitute {‘)
per cent of the population of whom 53.0 per cent were female. The elderly populat{orno
65year-old) makes up 3.8 per cent of the total population of whom 53.7 per cent W;D%Ie
The population in school going age group (4-22 years) was 49.3 per ce 2019¢°0Of the

population 112,152(1.7 per cent) are persons with disability. c E

2. The 2025 County Fiscal Strategy Paper (CFSP) is prepared in @ with the provisions

of section 117 of the Public Management Act, 2012. The 2024 C

priorities and policy goals that will guide the county ent in preparing the budget for

the financial year (FY) 2025/2026 and over the ium . This document is expected to
W’s fiscal matters as well as strategic

s out the broad strategic

improve the public’s understanding of County

priorities to improve the well-being of Kwale\people.

3. This 2025 CFSP contains: ( ies towards enhancing the county socio-economic
transformation agenda; (b) amassessment of the current state of the Kenyan economy which
has a bearing on the nomy; (c) the financial outlook with respect to county
government revenuesiandéexpenditures for the next financial year and over the medium term;(d)
the details of prio nd sector expenditure ceilings for the FY 2025/2026 budget (e) the

fiscal respon

aper is aligned to the National strategic objectives contained in the 2025

Fiscal %
BUGQ: Statement (BPS) and the Bottom —Up Economic Transformation Agenda which
ing

plemented by the Fourth Medium Term Plan (MTP 1V) of Vision 2030.

principles and financial objectives over the medium term. The 2025 County

Y:his 2025 CFSP seeks to the implement the strategic priorities and programmes articulated
in the FY 2025/2026 County Annual Development Plan (CADP). The CADP FY 2025/2026 is
linked to the strategic objectives of the County Integrated Development Plan (CIDP) 2023-
2027 and the County Sectoral Plans (CSP) 2023-2032.This 2025 CFSP will form a basis for
budget allocations for the financial year (FY) 2025/2026 and the medium term. The order of
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funding for priorities in this CFSP is line with the Governor’s vision and manifesto and the
CSP 2023-2032 and the CIDP 2023-2027.

1.2 2025 CFSP Preparation Methodology
5. Article 201 emphasizes as one of the principles of public finance: openness and

accountability including public participation in financial matters. In pursuit of this provisio
the County Treasury will hold public participation fora at the ward level en r%)
representation from each village unit to collect views and contributions on the draft 20 FS
Further, in adherence to section 117 (5), the County Treasury shall seek and tak Q.mt
the views of: the Commission on Revenue Allocation (CRA), the Public, any 23%

or groups and any other forum that is established by legislation. C\

ersons

6. This 2025 CFSP is organized as follows: Chapter | introduces‘(the papeyr; Chapter Il provides
the Policies and Strategies for sustaining the County Socio-EconomicA ransformation; Chapter

I11 gives an assessment of the current state of the Ken omy which has a bearing on the

Ce as at 31™ December 2024 and

its implications on the financial objectives giveRmin this)2025 CFSP and the PFMA 2012 fiscal
responsibility principles. The Budget framework\for FY 2025/2026 and medium term, fiscal

projections and sector ceilings are given4 ter IV and chapter V concludes the paper.

&S
&S
S

county economy and a review of the county fiscalferfor
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CHAPTER TWO: STRATEGIES AND POLICIES FOR COUNTY- SOCIO-
ECONOMIC TRANSFORMATION

2.1  Overview
7. The 2025 County Fiscal Strategy Paper (CFSP), which is the third to be prepared under the

Governor Achani administration, highlights the progress made in the implementation of the
strategic aspirations as articulated in the third generation County Integrated Development Pl
(CIDP) 2023 — 2027, and further aligned to the Bottom — Up Economic Transformation Age %
(BETA) and the Fourth Medium Term Plan (MTP) of the Kenya Vision 2030. Thi e
paper reaffirms the Governor’s commitment towards implementing the strategic o%es and
aspirations of the people of Kwale as articulated in the current CIDP 2023%7 which aims

at enhancing the county's socio-economic transformation.

8. Despite the challenging domestic and external environm t,t%ﬁounty has recorded

significant progress following the various interventions that have been implemented over the

past two years. As a result, the County’s contribution to%he national Gross Domestic Product

(GDP) stood at 1.2 percent supporting efforts towargds Kgnya’s economic recovery. Kenya’s

growth is estimated to have slowed down tq 4. in 2024 from a growth of 5.6 percent

in 2023. Growth is expected to pick up ereent in 2025 and retain momentum over the
medium term on account of enhan€ed agmeultural productivity; a resilient services sector;

supported by the implementation rategies and programmes outlined in the approved

county development plansQ

9. The Kenya Kvﬁ pmstration has taken bold steps to implement policies and reforms
whose ultimate~geal to reduce the cost of living and improve livelihoods. These strategic
interventi sielded impressive macroeconomic results under the Bottom Up Economic
Tran genda (BETA). In particular;

Q The decline in inflation from a peak of 9.6 percent in October 2022 to 3.0 percent

in December 2024 signifying the effectiveness of the Government’s monetary

?‘V policy and exchange rate interventions;

i) Significant stabilization of the Kenya Shilling that has appreciated from an average
of Kshs 159.7 to the US dollar in January 2024 to Kshs 129.4 in December 2024,
an appreciation of 19 percent. This recovery has significantly restored confidence

in financial markets and improving the citizens purchasing power;
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iii) Improved investor confidence due to growth in the foreign exchange reserves to US
dollar 9.6 billion in November 2024 from US dollar 7.4 billion in November 2023,
providing 4.9 months of import cover. This is important as it enhances the country’s
resilience against external shocks;

iv) Improved access to credit by investors due to the decline in interbank rate to 11.4
percent in December 2024 from 11.7 percent in December 2023 in line with t@)
easing of the monetary policy. This reduces the cost of borrowing by busine s%

entrepreneurs;
V) Growth in tax revenue by 11.5 percent in the year to June 2024, WQ the

success of the Government’s tax base expansion measures.

10. The County Government of Kwale in the implementation o ority programmes and
projects has contributed immensely to the BETA priorities towards socio-economic

transformation for inclusive growth and shared prospérity through the following priority

thematic areas: (i) universal health coverage (ii) access to €leap’and safe water (iii) connectivity
and opening up areas for development (iv) foo swnd inclusive growth and (v) human
capital development, sports, arts and cultufe. ro—poor interventions are intended to

benefit the majority rural populations and er enhance their socio—economic wellbeing.

11. Specifically, the county has reco everal achievements under each pillar of the BETA.

Key achievements include:

i) To improve aeeess' to healthcare services, the County Government intensified the
pro 'ﬂ primary healthcare services, maternal and child health, health
diag cs services, the emergency and referral services, enhancing the reduction
%@udences of communicable diseases and non-communicable diseases and
Q erging lifestyle diseases like HIV/Aids, cancer, diabetes, hypertension, blood
Q pressure among others. Further, to support universal healthcare services, the county
v stepped up efforts in collaboration with the National Government to sensitize and
create awareness on the mass registration of citizens into the new Social Health
Insurance Fund (SHIF) to enhance uptake of health insurance and reduce the disease

burden as health services become more affordable and accessible.
i) On enhancing food security and reducing the cost of living, the County Government

continued to support the farmers across the county through the provision of certified
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seeds, livestock disease surveillance and treatment, and enhancing extension
services. Further, to boost productivity in the agricultural sub-sector, the county
leveraged on use of digital platforms for farmers and encouraged the adoption of
modern farming technologies under the Agricultural Mechanization Services
(AMS) unit.

iii) Provision of clean and safe water is another priority of the County Governme%
Adequate water for households, animal use, industrial usage and irri%

guarantee increased human productivity, and improved crop a

development. The availability of water for irrigation has improved productivity and
@ontributed to

stabilized food prices and reduced cost of living. FurtherA as facilitated
commercial farming thereby contributing to impro %nc mes and poverty

vﬁ
reduction among the majority rural population.

iv) Under road connectivity, deliberate efforts been undertaken to open up rural

areas and improve on connectivity and accesSyto /markets. Improved accessibility

ensured food security for the county residents and beyond. This

has improved the profitability of business educing after harvest losses through

enhanced movement of people and p s, and growth of towns, trading centres,

rading of key roads to bitumen standard has
improved the business, environment resulting to increased investors and further
creation of job opportunitigs to our youths.

V) To enhance h ital development, the County Government has accelerated

semre eneficiaries accessing education and training across the county.
nt in Vocational Training Centres (VTCs) is one of the important
Q totervention carried out by the county to boost the human capital, which is a

necessary ingredient for economic transformation.

er the medium term, the County Government will consolidate the gains that have been
ecorded under the county socio-economic transformation agenda for inclusive green growth
focusing on the implementation of the strategic objectives contained in the approved County
Annual Development Plan (C — ADP) 2025/2026 and the CIDP 2023 — 2027. Priority
interventions will entail: i) accelerating investment in universal healthcare; ii) enhancing

agricultural productivity and food security; iii) investing in climate — smart road infrastructure;
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iv) improving access to clean and safe water for consumption and production purposes; V)
human capital development; vi) economic empowerment of youth, women and people living
with disabilities; and vii) improving governance in service delivery and prudent management

of public financial resources.

13. To realize these milestones, the county will work to enhance governance, transparency a
accountability while promoting prudent use of public resources. The County Governme %
collaborate with the National Government MDAs to reduce opportunities for c %
conflict of interest and abuse of office through digitization of procurement wi% of
making it open and transparent. Alongside this, automation of processes wi fast trdcked to
guarantee use of ICT to reduce human interaction and inefficiencies. %

enda

2.2 Core Pillars of the County Socio-Economic Transfor %g

2.2.1 Health
14. The Constitution of Kenya 2010 guarantees the right to the h t standards of health for

all Kenyans. To this end, the County Government has ideqtified health services as a key priority

towards the county socio-economic transformati%e} . The County Government will
continue to invest in critical health interventi realize the county’s vision in health in
collaboration with sector stakeholders and development partners.

15. The goal of the health sector ty level is to improve the quality of life of Kwale
citizens through the provisi ffordable, equitable and sustainable healthcare services. This
will be achieved throu 0 affordable, accessible, and high-quality healthcare services

that are responsive to\the'aeeds of the people of Kwale. The strategic interventions to achieve
UA)

this objective in (i) investing in health infrastructure including expansion, equipping and

adequate sta of the facilities;(ii) implementation of the community health strategy by

recruiti@g Community Health Promoters (CHPs) to improve on primary health
caré,(ii)provision of medical equipment, specialized services and diagnostic systems to cure

nic and terminal diseases;(iv) optimizing the supply of medicines ,non-pharmaceuticals
Y} aboratory reagents through increased funding, the development of an inventory drugs

ystem and construction of convenient drugs stores;(v) integration of ICT to enhance health
management information system to achieve efficiency and transparency in the provision of
health care services and (vi) implementing the Facility Improvement Fund Act to enhance
funding for operations in the health facilities.
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16. The County Government’s investment in the Health sector over the last two years has had

significant progress and achievements. Notable achievements made include:

)] Increased number of functional health facilities across the county. 13 dispensaries
were constructed and operationalized. This has been realized through equipping and
staffing thereby reducing the average distance to the nearest health facility;

i) Significant progress in health outcomes such as increased deliveries by skille
health workers from 67 percent in 2018 to 89 percent in 2022; anter%a
e

services (at least 4 visits) increased to 98 percent in 2022 up from mv in
2022 thus surpassing the national average of 66 percent.
iii) Recruitment of 66 new health workers out of which re ses and 23

specialized health workers including consultants. This4§ a)huge.increment in the
in 2018;
iv) Enhanced community health strategy by registeri ore community health

number of specialized health workers who were less{than

promoters totalling 1632 in collaboration ational Government;

V) Acquisition of new medical equipmenw Itrasound machines, anaesthetic
and autoclave machines, X-rays, dialysis an@’diathermy machines for the hospitals
and health centres. v

17. The County Government is jmplementing the Facility Improvement Fund Act (FIFA)
which was customized to suit theSgounty’s situation. Facility Improvement Funding is
implemented in the main itals, the health centres and a few dispensaries. In the FY
2024/2025 budget, th ytargeting to raise Ksh 300 Million. The FIF is geared towards
ensuring health fagilitres are’equipped with the necessary resources to provide quality care.

@

Wh@l administer three essential primary health care funds in a way that ensures every
antan access quality healthcare services. The transition from NHIF to SHIF will
w wer citizens to contribute towards accessing broad range of health care benefits. When

HIF becomes fully operational, Kenya will have a health care system that guarantees dignity,

18. The Natio vernment enacted the Social Health Insurance Act 2023.This Act replaced

Insurance Fund (NHIF) and established the Social Health Authority (SHA)

peace of mind and equitable access for every citizen. The County Government of Kwale has
intensified campaign for SHIF registration across all wards and village units within the county.
As at end of January 2025, the County had registered 193,583 citizens which is about 22.3%
of the targeted population.
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19. The National Government enacted the Digital Health Act 2023 .Under the Act, the National
Government intends to enhance efficiency and transparency in the provision of healthcare
services. Going forward, the County Government of Kwale will develop a Healthcare
information management system which will automate all health records and integrate all the

healthcare delivery processes from registration of patients, drugs prescription to referrals. c

20. Under the strategic interventions of ensuring optimal and regular supply of medi%ﬁl
other non-pharmaceutical products, the County Government of Kwale over the %
will construct more drug stores to enable efficient and effective distributi add
County Government will develop a policy to effectively manage the su Qﬂ;

rm
ion, the
gs and also

automate the inventory control. The County Government will posi e take advantage

of the National Government’s reforms in developing biomedic ceutical and medical

supplies production industries. There are plans by the National ernment to set up Kenya
Medical Supplies Agency (KEMSA) regional distribu entres in Kisumu, Embakasi and

Mombasa. This will enhance the speed of deliverWi al supplies as well as the security

and safety of medicines. Y.V
2.2.2 Agricultural Transformation usive Growth

21. Agricultural transformation is_am the core pillars of the county socio-economic

transformation agenda. The miss ounty Government in Agriculture is to promote a
competitive and innovative ercially oriented modern agriculture to achieve food security
and inclusive growth. t o thirds of the population in Kwale derive their livelihoods

directly or indirectly, fr griculture. Agriculture plays a critical role in job creation,
generation of d poverty reduction. The sector has a multiplier effect in terms of job

creation in other sedtors due to the existence of economically viable value chains.

ZZ.Q‘a tonal Government is focusing on Agriculture to realize the Bottom —Up Economic
@ fo

Y‘; ding livelihoods for majority of Kenya’s population, the National Government has
imp

ation Agenda’s aspiration for inclusive green growth. Due to its important role of

lemented interventions to transform the sector. These interventions include boosting
investment of key value chains to raise their productivity. The key value chains in Agriculture
include: fisheries and aquaculture, horticulture, rice, edible oils, livestock, beekeeping and
rangeland development. The County Government of Kwale through the National Agricultural

Value Chain Development Project (NAVCDP) has identified five value chains namely:
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cashewnuts, mangoes, tomatoes, beekeeping and local poultry. The programme has registered
about 500 farmers common interest groups which will help to access markets, training and

credit to improve overall agricultural productivity.

23. The vision of the Agricultural sector at the County Government of Kwale is to be a leading
agency towards achievement of food security and income generation in the region. T
strategic interventions that are articulated in the County Integrated Development Plan %
2027 to achieve this dream include: (i) upscaling of micro-irrigation schemes to pro %
for crop production to reduce the overdependence on rain fed agriculture and live o%g,
(i1) supporting small scale holder farmers through the provision of certifi eds and crop
seedlings, fertilizers and other inputs, farm mechanization and handli rvest losses;
nt.of

(iii) promotion of value addition and market access through establ%u

crops, livestock and fisheries products ;(iv) improving Iiveseck pj
provision of elite breeding stock, artificial insemination, di

value chains in
ctivity through the
control, provision of

feeds/pasture and fodder conservation and diversifica roducts to include bee keeping
and local poultry; and (v) increased extension % pacity building and training of

farmers . Y’V
h

24. Under the crop production sub segto e ’Agriculture sector intensified its efforts in
upscaling of micro irrigation. About 157 acres of land were irrigated over the last two years.
The County Government has devel our medium sized dams in Kizingo (Mackinon road

ward), Mwaluvuno, Bekad w Mwakalanga in Mwereni ward. These dams provide water
for the irrigation sch Qh} Zounty Government has also implemented other interventions
to transform the pﬂ&al older farmers from being food deficit to surplus producers. These
include: (i) p jon of 10,500 assorted seedlings to farmers in Matuga, Msambweni and
Lungalu nties; (i) distribution of over 500 bags of fertilizers under the Fertilizer
Subst %ﬁme; (iii) supporting value addition for fruits for farmers in Ukunda and Waa-

4& 1 wards and (iv) provision of farm mechanization and training to over 10,000
farmers. In a bid to increase earnings from cash crops, the County Government partnered with

Ethg Base Titanium to improve cotton farming and with MESIT to upgrade the coconut breed to

increase productivity.

25. Increased Livestock production is another strategic objective of the Agricultural sector in
the county. Under the livestock sub sector, the County Government has implemented the breed

improvement programme to upgrade both beef and dairy breeds. In the last two years, the
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County Government through the department of Agriculture, Livestock and Fisheries has
distributed 1,057 Galla goats, carried out livestock vaccination and rehabilitated cattle dips to
control livestock diseases. The sector will also benefit from the National Government
interventions which include: implementation of a country’s breed improvement programme;
the National Vaccination programme to eradicate pests and diseases and control the Foot and
Mouth disease and the development of several policy and legal reforms including t%
Veterinary Policy, Livestock Policy, Livestock Bill ,Livestock Master Plan, Food Safet %

and the Food Safety coordination.
26. Fisheries development and aquaculture and to a larger extent the Blue We also

focus areas of the County Government of Kwale as they have huge pgtentiaNo create jobs,
hha

generate income and reduce poverty. The County Government thro
Agriculture, Livestock and Fisheries is participating in the Kenya Mari

department of
Fisheries and Social
Economic Development (KEMFSED) project. This project is im nted by the Government
of Kenya through the state department for Blue Econ Fisheries with the support from
the World Bank. Under the KEMFSED communi&%j? ,Kshs 98.8 Million was awarded
to the first batch of the fisherfolk of 43 groupS™i, thexCounty. The County Government has
acquired a fleet of 12 boats in the last t rmng the total number of boats to 52.This
was added support from the provisiop 0 ted fishing gears and support to sea weed farmers

with over 150 seeds varieties.

27. Going forward the A

policies and legislati

I sector will consolidate the gains made by aligning all the
towards increasing food production, boosting farmers’

productivity, an
mobilize thes to form Cooperative and Sacco societies to access affordable credit,
agricult exXtension services and increase market access. The County Government will

stre%%ﬁboration and partnership with key stakeholders in the sector to enhance

u | productivity.

productivity of key value chains. The County Government will

Infrastructure Development for rapid socio —economic

transformation
28. Infrastructural development remains a key pillar of the county socio economic

transformation agenda. Infrastructural development stimulate business growth, attract private
investment and enhance the long term economic prosperity and poverty reduction. Provision
of public effective utilities and essential services is crucial in promoting socio economic

transformation. The County Government has invested heavily in construction of water
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pipelines, drilling and equipping of boreholes, construction of medium sized dams and water
pans and associated irrigation infrastructure. Expansion of the road network has been
undertaken to foster an enabling environment for movement of goods and people thus
stimulating trade, economic growth and general inclusive prosperity. Provision of renewable

energy and electricity under the public lighting strategy encourages the 24 hour economy.

2.2.3.1 Water Services : >

29. Efficient and effective provision of water services is a key focus of the County Goyekam
of Kwale. Provision of clean and safe water is a basic human right as enshrined ir&an

Constitution 2010. Safe water is essential for domestic, irrigation and industri
to the Water Act 2016, water related functions are to be a shared respon%

County and National governments.

30. The Kenya Population and Housing Survey of 2022 (KPHS@}), revealed that about 55
percent of the Kwale County population have access toglean and safe water. In recognition of
this, the County Government of Kwale has prioritiZed the provision of clean and safety water
as one of its core pillars in the county socio-e mi nsformation agenda. In this respect,
the County Government has implemented, vagious interventions to increase the access to clean

and safe water in the county. Signific s has been made over the last two years. These

include the drilling and equippin about 40 boreholes, the construction of 4 medium sized

dams and 13 water pans .In addition about 560 kilometres of water pipelines extensions have

been constructed over the-la ears.

31. In Kwale C&cl'mate change manifested in extreme dry weather conditions and

depletion of esources is a key challenge .The other challenges emanate from land
n

degrad destruction of water catchment areas, human-wildlife conflict in water
u

res e, vandalism and the destruction of water infrastructure and weak collaboration
g

y stakeholders in the sector. Due to these challenges water still remains scarce

mpared to the county’s demand. The County Government has implemented viable strategies
0 increase the sources of water to guarantee reliable supply of clean and safe water to the

citizens.

Approved 2025 County Fiscal Strategy Paper Page 11



32. As part of its efforts to increase the access to water by enhancing service delivery in the
sector, the County Government will continue to foster partnership and collaboration with
various stakeholders including the National Government, the Development partners and donor
community, Water Resources Users Associations, Water Services Providers and the
community at large. The World Bank is channelling funds in form of a grant under the Water
and Sanitation Development Project to the tune of Kshs 1 billion to the county to increase t%
access to water. The World Bank is also supporting development of water infrastructure%
urban areas including municipalities through the Kenya Urban Support Program. |

to among other things improved water supply in the Municipalities.

33. To improve on water services management and combat destruction ateg resources and
infrastructure, the County Government developed the Kwale Coufit % and Sanitation
Services Act of 2020. Continued sensitization of communit@ ater users’ resident
associations will guarantee effective and sustainable manage f water resources. The
County Government will support and closely monitofyt erations of the water services
agency -the Kwale Water and Sewerage Company t@,ensurg$iere is efficiency in water services
delivery to the residents. ?’V&)

2.2.3.2 Roads and Public Works

34. Roads and associated infrastrugture a vital role in the realization of rapid socio

economic transformation. Roads connectivity as well as cross border trade and

)

regional integration. The g and construction of rural access and feeder roads is
paramount for the ruralgrowtfand also to enable farmers transport agricultural produce to the
d y. Roads also encourage the growth of towns and urban areas

expansion_of d network becomes necessary. Roads improvement to bitumen standard

market much faster a
and as popul es to these areas to search for economic opportunities and livelihoods

and b proof enhances the county competitiveness and attract more investors.

heNNational Government has invested heavily in the construction of classes A, B and C
gincluding National trunk roads and Highways. The National trunk roads in the county
%unt for about 1,047 kilometres of roads. The National Government roads include those
handled by the Kenya National Highways Authority (KENHA).These include: the 79
Kilometres Samburu-Kinango-Kwale road which is on-going with the Kinango-Kwale 50

kilometres portion remaining; and the VVanga-Shimoni road which will improve connectivity
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between the ports of Vanga and Shimoni. Vanga and Shimoni towns have a huge potential for

the growth of the Blue Economy.

36. The other roads under management of KENHA include the Kanana to Shimoni road, the
Lungalunga to Vanga road, TM to Mwangulu and the Milalani to Shimba Hills roads. In
addition there is recent roads development connecting the Mombasa Mainland west and t
South Coast in Kwale County via Mombasa mainland south. This is the Dongo Kundu B(%)
nn

which will provide an alternative route to the busy and overcrowded Likoni crossin

that has affected the growth of the south coast region and the tourism sector. The
partially opened but once it is fully operational, it will be a game changer. Itho urism,

enhance security and improve cross border trade between Kenya and Tahzania®

37. Cognisant of the critical role, the road infrastructure plays j ounty socio economic
transformation agenda, the County Government has made deliberate efforts and scaled up the
investment in roads construction including upgrading to itumen standard of key circuit roads.
The County Government has started the tarmacking of roads anhd significant progress has been
made over the last two years.Some of the key achie ts realized in this sector include;(i)

the upgrading to bitumen standard of the Lotfa road about 2.8 kilometers which

offers an alternative access to the Di instead of the Kona Ya Beach road which is
often congested with the traffic
Tiwi Sokoni road (0.6Km), Mkilo =

(0.5Km);

pgrading to bitumen standard of the Vinuni —
alalani road (0.6Km) and the Tsimba — Lunguma road

38. Going forward, the Cgunty Government will scale up investment in the tarmacking and

cabro paving &

of feeder and % roads in the rural areas and the construction of bridges, culverts and drifts.

The C overnment will also fast-track the speed of completion of new and stalled road
r

the trading and urban centres, upgrading, murraming and gravelling

co@on ojects. In the financial year 2025/2026 and the medium term the County
%n ent will continue with the upgrading to bitumen standard of the following roads: (i)
v -Kalalani-Mavirivirini road (6.5 kilometres); (ii) Vinuni- Magodzoni-Tiwi Sokoni road
6.5 kilometres); (iii)Mangwei to Majoreni road about 7 kilometres; and (iv)Tsimba-
Vyongwani-Lunguma road (about 6 kilometres) to connect to the Mombasa Southern Bypass
(Dongo Kundu Bypass) at Mteza. Other roads which will be given priority include the

tarmacking of Blue Jay to Assins connecting the Diani beach road in Diani Municipality; and
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the National Cereals and Produce Board (NCPB)-Godoni-Chitsanze road in Kwale town under

the Kwale Municipality.

39. The Roads and Public Works sector has been faced with a myriad of challenges. The
challenges include: encroachment of road reserves and government land; delayed work
performance due to contractors capacity challenges; destruction of streetlights/floodlights a%
associated infrastructure through vandalism; climate change and adverse weather conc@Xs(
destroying roads and drainage structures; and limited personnel to undertake wor i

and handle compliance matters. To promote sustainable infrastructure develo rr%er the
medium term, the County Government will recruit the optimal number o nnel to handle
work supervision and compliance; foster partnership and collaborati i players in the
sector; sensitize and capacity build the community in matters COCIJ e to the regulations.

2.2.3.3 Energy and Power Generation
40. The National Government‘s Bottom Up Economi

ransformation Agenda envisions the
access to clean, sustainable and affordable energy as a ke
To expand the access to electricity, the National G nment has over the last two years
installed an additional 240 MW of electricity o&l\?ﬁonal Grid thus increasing total installed
i to 3,243 MW in October 2024. In addition the

66.7 kilometres of medium voltage distribution lines and

bler for inclusive green growth.

capacity by 5.4 percent from 3.076M
National Government has install
constructed 30 distribution s tionSy"To enhance security and promote a 24 hour economy,

the National Governme
National Government haye increased the total number of customers connected to electricity
from 8,919,584 i t0 9,693,954 in October 2024.

41. The @ nt vernment is focusing on efficient and effective public lighting in the fast

gr urban and peri urban areas to enhance security and stimulate the growth of a 24 hour
myr To reduce the costs of installing electric streetlights and floodlights, the County

Iled 54,544 streetlights. These strategic interventions by the

vernment has explored the use of solar power. About 105 streetlight schemes have been
installed in the last two years which have ignited trade and economic activities in the urban

areas and trading centres.
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2.2.4 Education and Training
42. Education and training is among the key pillars of the County socio-economic

transformation agenda and has been given priority over the years. Education and training is
also a key enabler of the Kenya Kwanza’s Bottom-Up Economic Transformation Agenda. It is
for this reason that the National Government has continued to heavily invest in education to
enable learners acquire the necessary skills and competencies for the job market and natigf
building in general. The National Government has invested significant resources ifi“the
education sector over the last two years. This has improved the student enrolment in, prignacy
and secondary schools as well as tertiary institutions. The National Government\has-also
employed 56,000 teachers for primary and secondary schools and 2,000 tutor§ foy the Technical
and Vocational Education and Training (TVET) institutions. This hags Significamtly improved
the student-teacher ratio. Under infrastructure, the National Govémment~has facilitated the
construction of 614 secondary school classrooms, 392 laboratorigs, 842 sanitation blocks, 3500
classrooms for grade 9,143 TVET institutions, and supported®procurement of training
equipment for 97 TVET institutions.

43. The County Government has invested heavily andimplemented vibrant programmes in the
education sector to improve the access to eddeatiog and enhance enrolment and retention levels.
Kwale County seems to have high illiteracy™evels at 24.5 percent above the nation's rate of
18.5 percent. Kwale County Goyernment has progressively scaled up the investment in
education to empower citizens,by equipping them with the skills and knowledge required for
the job market but also g participate in Government decision making processes, and lead a
dignified and qualitylife,Acgording to KPHC of 2019, 12.6 percent of learners who do not
complete their secendaxy education due to lack of fees are from needy families who are poverty
stricken. To feverse this situation, the County has implemented a number of interventions;
school feeding pregrammes, bursary and scholarship, and general economic empowerment of

the_ gitizens:

42 The ‘County Government of Kwale like the other county governments is responsible for
Eapty Childhood Development and Education (pre- primary education), Village polytechnics,
homecraft centres and child care facilities. Over the years the County Government has
constructed and equipped close to 600 modern ECDE centres. To better deliver ECDE services,
the County Government has recruited 913 ECDE teachers and deployed them to the centres
across the County. In addition, personnel have been recruited to undertake supervision and

quality assurance in the ECDE centres. Besides normal learning, ECDE centers have been
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provided with arts and play equipment for extra curriculum activities. To improve on nutritional
status of the children and retain them in class, the County Government has implemented the

feeding programme and it has been receiving adequate funding.

45. Another mandate of the Education sector at the county is vocational training which is under

the village polytechnics and home crafts. Under the Vocational training sub sector, the Coun
Government has established 42 vocational training centres (VTCs) which provide ;)
driven courses including electricians, masonry, carpenters, plumbers, computer sci a
mechanics among others. The County Government has also employed 121 instructors/t in
the VTCs to ensure quality learning. This has increased enrollment in VTCSAQLGS? n 2013

to 5,890 in 2023.

46. The National Government has planned over the medium ter ilitate the construction
and equipping of TVET institutions in 52 constituencies; égquipping 72 existing TVET
institutions; recruiting 2,000 technical trainers and instructors, establishing incubation centres

and on line learning in every TVET institution. The Nati@nal/Government will also prioritize

teaching and learning of digital skills including ing from primary school to tertiary
institutions as well as developing and opera izing the National Skills Management
Information system. Technology and arket are fast changing and to keep pace and

being relevant, learning in TVETSs must be linked to the job market and industrial needs. The
County Government’s education seégtor” will work closely with IT Department to impart
computer skills and know @ the learners and at the same time introduce courses that are

relevant and are mar ri

47. The Education r has been implementing over the years the bursary scheme through
the popular % Ni Sasa” initiative. The support given to bright students from needy

familie%d'e Iberate strategy to transform education in Kwale and create a pool of human
ithjthe

capi requisite skills and competencies for the dynamic job market. The County
rnment started with a support of Kshs 110 million in 2014 but has grown over the years
v hs 500 million in the financial year 2024/2025.The scheme is sponsoring over 8,842
tudents from secondary schools, over 6,447 university and college students and an average of
16,805 students every year. Over Kshs 3 billion has been spent in the bursary scheme for the
period 2013-2024 .The County Government intends to continue the programme although there
are challenges which have cropped - up from the Office of the Controller of Budget. The

Controller of Budget has advised that in line with the Constitution 2010 on distribution of
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functions between the National and County Governments, issuing of bursaries is not among
the 14 functions of the devolved governments. As such the Office of the Controller of Budget
has advised that they will not approve requests for release of funds to counties for issuing
bursaries. Additionally, there is a temporary freeze following the Nakuru law court order

stopping counties from using taxpayers’ money to issue bursaries.

48. In the financial year 2025/26 and the medium term, the sector plans to continu%; >
a

infrastructural development in the ECDE centres through construction of new ce%
rehabilitating the existing ones which are dilapidated. In addition, classroom be
constructed in those centres with high numbers of learners. The sector will vest i ECDE
instructional materials, arts and play equipment, water harvesting systends, energy. saving jikos
and continue to adequately fund the school feeding programme. Under the voeational training,
infrastructural development will include construction of stu@ els, workshops for
plumbing, electrical wiremen, welding, motor vehicle mechanicSfmédsonry among others. To

improve on security, VTCs will be fenced and electric ected.

2.2.5 Economic Empowerment through th Twnation of the Micro, Small and
Medium Enterprise (MSME) Econo
49. The Economic Empowerment of women\and{youth is at the heart of the Achani-Chirema

administration’s strategy of transfo county. Efforts have been made to achieve

economic empowerment, enhan
prosperity and growth for al n and youth have been mobilized into groups to form
companies which will
services and also works ficom the County Government. This will also be supported by the full
implementation &\pl ance to the Access to Government Procurement Opportunities

(AGPO) wh s businesses owned by women, youth and persons with disabilities to
partici n ernment procurement. Over 200 women and youth groups have been
m d o companies and have started benefitting from the county government

@e nt opportunities.

Going forward, the County Government will launch the Kwale County Biashara Fund Bill
to offer affordable credit to business enterprises to boost their capital and accelerate growth.
The women empowerment agenda will also be boosted in the county by the financial inclusion
and capacity building programmes of the National Government. The National Government is

implementing the Hustler Fund for women —led cooperative societies, chamas, merry —go

Approved 2025 County Fiscal Strategy Paper Page 17



rounds and table banking initiatives. This will protect the women from predatory lenders who

provide loans with very high and exploitative interest rates.
Other Key Transformative Sectors

2.2.6 Tourism Sector
51. Tourism is a critical enabler for the realization of the county socio-economic transformati%3
d

agenda. Tourism has a huge potential to unlock employment opportunities, generate weal

reduce poverty. Tourism can also bring in the much needed foreign exchange. Tour@
multiplier effect on other sectors including agriculture for supplies of food r(at\i? nd
horticultural products, transport industry, car hiring, entertainment and otheQﬂher ore can

create jobs indirectly and improve livelihoods. %

52. The National Government has recognized the tourism sector &na ler in the Bottom
—Up Economic Transformation Agenda. It is for this reason th@laﬂonal Government is
implementing various initiatives targeted at promotingsourism. These initiatives include: (i)
maintaining and rebranding the “Magical Kenya’s bran: nclude all niche products; (ii)
marketing Kenya through brand ambassadors, CM influencers and digital media; (iii)
establishing tourism desks in foreign missi '&Mincing the policy on the visa free regime

and (v) establishing and maintaining

ips with low cost carriers and tour operators to

connect tourism destinations.

53. Kwale County has a co e environment for tourism to thrive. The county pride itself
of the existence of pri% s with high rated world class hotels making Kwale the best
e

has a rich cultural heritage, marine parks and game reserves

destination. In a(%
putting the county, 0 edestal as the epitome of tourists’ attraction. The County Government
has taken ae of this and has implemented interventions to attract tourism and
inves reate jobs, generate wealth and reduce poverty. The County Government’s
initiatives in"the tourism sector include: opening up and construction of beach access roads;
comstruction of public utilities, pedestrian walkways and market stalls ; installation of
tlights to enhance security; capacity building of beach operators through the Beach
anagement Units(BMUSs); and marketing Kwale as the best destination in both National and

International tourism expos and exhibitions.
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54. Over the medium term, the County Government will fast track the upgrading of the Ukunda
airstrip to full airport status, lobby for the completion of the Kinango-Kwale road tarmacking,
mapping of potential tourism products and sites and continue marketing Kwale in both National
and International fora. In addition, the County Government will continue with the programmes

on beach infrastructural development, landscaping and beautification of urban centres and
towns especially the tourism centres. Kenya is one of the most visited countries in East Afri%
and therefore aviation is essential for the tourism industry to enable safe and easier conn%

with the rest of the world. Diani is a favorite beach destination and therefore usi o ,
the country can attract and increase the number of tourist visits. To facilitate exms and

safe movement of aircrafts in Kenya’s airspace and improve passenger handling services the

Diani airport will be expanded and modernized. This will involve th ion of a control

tower, rehabilitation of the terminal building and the Apron at t@ airport.

2.2.7 Trade and Enterprise Development
55. The mandate of the Trade and Enterprise Develop sub sector is to create an enabling

environment to promote trade, industry and investments in ounty. This sub sector is critical
in realization of the county’s socio economic transfo i0n agenda. It plays an important role

in stimulating economic growth, creating jobs, generating wealth and reducing poverty. This

sub sector is linked to the core pillar o ing the Micro, Small and Medium Enterprise
(MSME) economy of the Bottom-Up Economic Transformation Agenda. It provides huge
potential in offering numerous, oppottunities for the economically excluded sections of the

population including youth; n, persons with disabilities (PWDs) and the low-skilled

persons. Q
56. The MSr faces several challenges which have derailed their expected growth and

realiza fits. These challenges include: (i) limited access to finances for working
capft ii) imadequate infrastructure; (iii) regulatory and compliance constraints; (iv) limited
%t ess and competition; (v) skills and capacity gaps; and (vi) weak institutional support

d Jnetworking. To address these challenges and transform the sector, the National

overnment established the “Hustler Fund” to provide access to affordable credit. Other
reforms in the sector include: strengthening the capacity of the MSMEs to venture into
economic activities in building and construction value chains and ring- fencing certain

components of low cost housing projects for MSMEs. To further address the challenges facing

the MSMEs, the National Government has embarked on the review of the Micro, Small
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Enterprise (MSE) 2020 policy. The new policy that will be developed will unlock and improve
access to finance, reduce regulatory burden, enhance market access and upgrade MSME

infrastructure as well as nurture a supportive MSME ecosystems.

57. The Trade sector has implemented a number of interventions to promote trade and industry

in the County. Among such interventions include the development of conducive legal a
policy frameworks, construction of modern markets, sheds and stalls, promotion of fair. ’g)
practices, promotion of the access to affordable credit for MSMEs, and capacity building
traders. The other interventions the County Government is pursuing is industrializ% gh
agro processing. The sub sector intends to support value addition across t iculture value
chain to create jobs and generate wealth. Agricultural produce includin &

are perishable and would therefore pose a challenge in storage %

handling facilities, agriculture produce face the problem of p@ losses. To support
value addition and overcome the problem of post-harvest losses,

ral products

or storage and

County Government of
Kwale constructed the fruit processing in Shimba Hills; outh, Matuga sub- county. Over
the medium term more investments will be madw nt including: the acquisition of
machinery and other equipment; street lightin he yoad leading to the plant; provision of

adequate water by drilling a borehole andgperimeter wall fencing to secure the area.

58. Industrialization continues to he'an area of focus by the County Government of Kwale. The
County Government through the Trade, Industry and Investment subsector is participating in
the National Government amme of establishing County Aggregated Industrial Parks
(CAIPs). The CAIPsAwi
research institutiogs. EstabliShment of CAIPs is expected to increase employment, exports and
local farmersm:s hile promoting economic growth and industrialization. The County

menced the construction of CAIPs in Mwananyamala, Dzombo ward,

Govern
Lun sub county. Going forward the County Government will develop regulatory and
y eworks to effectively manage the CAIPs and the Fruit processing plant in Shimba

Hi n investment corporation to be known as Kwale Investment Authority will be formed
Eb?the County Government to manage the two major investments.
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2.2.8 Social Services and Talent Management
59. This sector deals with the promotion of culture and heritage, the development of social

amenities, the promotion of arts, sports and talents. It plays an important role in offering social
protection and empowerment of youth, women, and the vulnerable groups. The sector has three
main subsectors; - Community development and Social services; Culture and Heritage; and

Arts and Sports.

2.2.9 Sports and Arts (ﬁ)
60. The County Government of Kwale recognizes the important role of sports and art le
development, community empowerment and socio —economic transformation thrﬁﬂé%ion

of jobs and income generation. Sports and Arts are central to the Nati overnment’s
Bottom —Up Economic Transformation Agenda. The National Govern% continues to
facilitate Sports and Arts development through the formulation of efabli al frameworks;

development of sports and arts infrastructure; creative and film i

n
try, sports tourism,
S

promoting anti-doping campaigns and sustainable monetization 0 nts.

61. The County Government of Kwale has implemepted vagious strategic interventions to uplift
sports and nurture talents. To promote sports the Wovernment has constructed a state
of the art modern stadium with a capacity f 1 ersons in Kinarini area, Kwale Town.
The stadium has a football pitch, runni basketball court and other ball game facilities.
The stadium’s construction contributed to l0cal building and construction with the theme of
affordable housing. The efforts of the'€ounty Government in sports development have attracted

private sector stakehold gage in the promotion of sports and talents. The newly

constructed Kwale s attracted the private sector to hold ball games competition in

Kwale.

62. As part o rts to promote sports in the county, the other interventions the department

of Soc@[yes and Talent Management implemented over the last two years include:

pr @o ports equipment, support to local football teams, construction and rehabilitation
ofwards’sports fields, training of coaches and referees, holding annual ball games competition
w articipating in the inter county games at the National level. Cognizant of the presence of
ntapped talents in arts and the creative economy, the County Government of Kwale through

the department of Social Services and Talent Management has established studios and
Amphitheatre for audio recording and filming. The department also formed a music group
dubbed “Talanta” band supported with equipment and holds annual music and dance

competitions where youths, women and the elderly participate. The winners are then selected
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to participate in the National music festival. In the recently Mashujaa day’s celebrations which
were held in Kwale town at the newly constructed stadium ,youths and women talented in

music and traditional dance participated making the event colorful.

63. Over the medium term, the sector will be boosted further by the National Government’s
efforts in promotion of sports and arts infrastructure and the development of creative and fil
industry. These efforts will include reforms in the sector which will be anchored through c;)
and legal frameworks: the Sports Act and Sports Policy; Creative Economy Support %
and the Creative Economy Policy. In particular, the Creative Economy Sup;ﬁ?@%x
establish a supportive environment for creative economy by creating a Qted r

Fund. ( |
2.2.10 Culture and Heritage %
indi

64. Kwale County boasts itself of diverse cultures and heritage a<cd ous knowledge. The
a

County Government’s socio-economic transformation agend

eative

t ensuring that diverse
cultures and cultural heritage of communities are comSeryed, protected and promoted. The
County Government has intervened in various ways, to pr e culture and heritage. Some of
the interventions include: (i) Identification and petectiguf of cultural sites the popular *“ kayas”
to promote cultural tourism(ii) support to e s%ga” production by building capacity of
the practitioners(iii) promotion of c gh the culture and arts annual competitions

where registered groups compete tional level.

65. The National Gover e gnizes culture as the foundation of the nation and intends to
promote culture th %"cy and legal frameworks. The National Government has
developed a Cul&, ational Kiswabhili Council of Kenya Bill and the National Heritage
and Museu The County Government will embrace these bills when enacted and
custom&%rr} or implementation. Going forward over the medium term, the National
Go entywill implement programmes to empower cultural practitioners. These

% es will also benefit county governments. Over the medium term, the National
Vi

v nment will : (i) establish a national arts gallery and promote the Kenya National Music
nd Cultural festival; (ii) conduct cultural exchange programmes( cultural festivals, inter-
cultural exchange and dialogue); (ii1) mapping and documenting Kenya’s indigenous
languages; (iv) establishing an integrated national cultural and creative industries information
management system; and (v) identification and honoring heroes and heroines during National

Holiday celebrations.
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2.2.11 Community Development, Youth and Women Agenda
66. The County Government of Kwale has implemented various programmes to promote social

change and empower the youth, women and persons living with disabilities. Under the
department of Social Services and Talent Management, capacity building for various women
groups, village savings and loans associations (VSLAS) and self-help groups have be
undertaken. To further promote community development, the County Governme ;%3
constructed social halls across all wards to create conducive environment for c@
participate in county decision making processes and carrying out other commun% es.
The social halls also serve as avenues for civic education. In addition, ¢ nityMibraries
have been established in all the four sub counties to inculcate a readin%ﬁ(

and thus promote community literacy. The County Government has4also.established recreation

or the youth

facilities and public amenities to support community services, Igisure cultural activities.

67. Youth empowerment is an integral part of th tional Government’s Bottom-Up
Economic Transformation Agenda. Youth empowerment 15@lso a key pillar of the county socio
economic transformation agenda. Youth play Mt role in social change and shaping
the destiny of a nation. Youth comprise rge \percentage about 79.5 percent of the Kwale
County population and therefore pr should be initiated to deal with the youth
“bulge”. A youth bulge can creatg bbth socio economic opportunities and challenges. Due to

the nature of underdevelopment of economies and the existence of untapped potential

opportunities, a youth b

and riots, like the case
Finance Bill ZOZQ
68. In a bi tate youth in the nation’s development agenda, the National Government

initiatives anchored on the Kenya Young People’s Agenda. These initiatives

creates challenges such as civil strife, activism, terrorism

Generation Z” in the country during the enactment of the

i training youth in entrepreneurial and life skills enhancing their employability and
umiocking the potential of MSMES owned by the youth. Further the National Government has

tructed 83 Youth Empowerment Centres (YECSs); identified and nurtured 5,200 youth
talents and engaged 3,915 youth in green jobs. In addition, the National Government disbursed
loans worth Kshs 1.24 billion to 95,664 youth.

69. The youth in Kwale have several challenges which can derail the county socio —economic

transformation agenda. The major challenges facing the youth in Kwale include
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unemployment, poverty, drugs and substance abuse, violent extremism and organized crime by
juvenile gangs (the “vipanga”). These challenges have often caused insecurity, increased
crime rates, social instability and hindered economic development. The County Government
has implemented interventions to reduce crime and drugs related violence and promote a
healthy and productive society. These interventions include: (i) establishment of a
rehabilitation centre in Kombani area in Waa- Ng’ombeni ward to treat the youth affected %
drug and substance abuse; (ii) formation of community peace committees and community
policing; (iii) civil society organizations peace campaigns (iv) initiating inco anerati
activities for the youth. To empower the youth, the County Government has adhered rticle

55 of the Constitution 2010 on affirmative action and the Access to Gov @Procurement
Opportunities (AGPO) set rules to offer opportunities to the you

generate income and thereby reduce poverty. The County Govem ill continue providing

employment,

education, employment and income generating opportunities to empower the youth to drive the

County socio-economic transformation agenda.

2.2.12 Women Agenda
70. Women empowerment is also a key priorityin th ty socio —economic transformation

agenda articulated in the Governor’s vision’ and manifesto. Women are at the epicenter of the
Kwale county transformation agenda. ty Government of Kwale in recognition of this
has enacted policies geared towards women empowerment. Specifically, women through their

social groupings are actively_involved,in the county government procurement. Women have

been mobilized and sensitizeg gister companies to secure county government procurement

opportunities. There are\aver 200 women registered companies with about 50 already securing
tenders with the e&&@]o ernment for supplies of goods and services.

71. The Nati@vernment has established the “Hustler Fund” to enhance women economic
empowe offering affordable loans to women-led cooperative societies, chamas, and

—rounds and initiated table banking. This will protect the women from unscrupulous
ey lenders “shylocks” who lend money at very high, exorbitant, punitive and exploitative
est rates. The County Government is in the process of enacting the Kwale County Biashara

und Bill which will offer affordable loans to business persons, traders, societies and groups.

When this bill is enacted into law women enterprises will be given priority. In addition the

County Government will offer basic business training in book keeping, business plans , records

maintenance and others to support the women.
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2.2.13 Gender Equality
72. Gender equality is one of the National VValues as prescribed by Article 27 of the Constitution

of Kenya 2010.The other values and principles of governance include equity, social justice,
inclusiveness, human rights, non-discrimination and protection of the marginalized sections of
the society. The Constitution 2010 guarantees equal treatment of both men and women
including the right to equal opportunities in political, economic, cultural and social spheres.
73. To promote Gender equality, the National Government has continued to foster greater
inclusion of women through increased representation in decision making and breaking, the
silence on Gender Based Violence (GBV) and Female Genital Mutilation (FGM). Rurther to
promote gender equality, the National Government has provided finan€ialjinclusion and
capacity building for women through the Hustler Fund; the Women ERterpgiséyFund and the
National Government Affirmative Action Fund (NGAAF).On,demesticeviolence against
women, the National Government launched the Protection{ Against” Domestic Violence
Rules(PADV) which provide for individuals who suspect.or fall victim to aggressive behavior
to report their circumstances to the relevant authorities and regeive justice.

74. The National Government has enhanced funding for  Anti-Female Genital Mutilation
campaign and provision of menstrual hygiene tQ gikls. and women free of charge. To further
promote gender equality the National“@overnment will integrate gender perspective in
designing, implementing, monitoring and @valuation of all policies, programmes and projects.
This will entail: training Ministries,\Depastments, Agencies and Counties (MDACS) on gender
responsive budgeting; analyZinglevels of compliance of the MDACs on gender mainstreaming

policies and developmerit of a legal framework to operationalize the two-third gender principle.

75. To combat Gender Based Violence, the County Government has intensified public
awareness and advgcacy campaigns as well as enacted a law, the Kwale County Sexual and
Gender Based Vaelence Act (KCSGBV). The other measures which the County has introduced
are @rgent eare and support to survivors of GBV. The County Government has established
resClie Genters where the survivors are physically isolated from the individuals or community
responsible for the violence and receive medical care. The County Government is also
implementing the Protection Against Domestic Violence (PADV) rules in a multi-sectoral
approach involving civil society organizations. In addition, the County Government is
implementing women economic empowerment programmes by initiating income generating
activities to increase women's bargaining power to reduce households’ economic stress which

are known to perpetuate GBV.
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2.2.14 Environment and Climate Change
76. Environmental conservation and climate change mitigation and adaptation are key in

realization of the strategic objectives of Kenya Kwanza Bottom —Up Economic Transformation
Agenda. The provision of a clean, secure and sustainable environment as well as Climate
change mitigation and adaptation are priority areas of the county socio-economic
transformation agenda as articulated in the CIDP 2023-2027.1t is for this reason that the Coungy
Government of Kwale has continued to mainstream environmental conservation issue§ and

climate change mitigation and adaptation in the implementation of programmes and projects.

77. As part of its environmental conservation efforts, the County Governmenthas implemented
various interventions including: the Tree Planting Programme which stipports the National
Tree Growing Programme; establishment of tree nurseries to produce’seedlings; procuring tree
seedlings from private tree nurseries and rehabilitation and reStoratien, of degraded public
natural forests including mangrove rehabilitation with sOpport from private sector
organizations such as Kenya Red Cross, Base TitaniumgéndyPlan International. The County has
also developed legal frameworks and institutional arrangements for climate change mitigation
and adaptation. The county has a Climate Change poligy’of 2021 and Climate Change Act of
2022.The Act has made it possible to have\a County Climate Change Planning Committee
which has been cascaded to the wards-ang witage units.

78. In addition, the County Governmeénts participating in the Financing Locally Led Climate
Action (FLLoCA) programme. FLLOCA is a Kenya government initiative to build resilience
to climate change. Thedpragrams supported by the World Bank and other donors. Its main
goals include: strengtheniag”the capacity of national and county governments to manage
climate risks; supporting the country’s transition to low carbon economy; building the capacity
of countigs,to'plan, budget, implement and monitor climate action and to focus on community
and wakd ®develinterventions. The County Climate Change Units (CCCUs) at the county level
ipaplemient the program. Through this programme the County Government has constructed
medium sized dams and water pans. In collaboration with the National Government, the County

Government will continue funding the Tree Growing Program through FLLoCA.

2.2.15 Governance and Leadership
79. Article 10 of the Kenya’s Constitution 2010 articulates the national values and principles

of governance. These are binding to all state organs, state officers, public officers whenever
any of them makes or implements public policy decisions. The National Values and principles

of governance include: (i) patriotism, national unity, sharing and devolution of power, the rule
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of law, democracy and participation of the people (ii) human dignity, equity, social justice,
human rights, non-discrimination, and protection of the marginalized ;(iii) good governance,

integrity, transparency and accountability and (iv) sustainable development.

80. Chapter 6 of the Kenyan Constitution 2010 outlines the principles of Leadership that state
officers should follow to promote good governance, transparency and accountability in servi

the people. The principles of good leadership to be exhibited by the state officers include pukli
trust; transparency and accountability; integrity; selflessness; objectivity, and respect. %
an independent commission was established to enforce these principles-the Ethics mti-
Corruption Commission (EACC).

81. Article 232 of the Constitution of Kenya 2010 provides the value %c les of public
service. These are: high standards of professional ethics; efficient: tive and economic use
of resources; responsive; prompt; effective, impartial and equitable provision of services;
accountability for administrative actions; involvement™of people in policy making and
transparency and provision to the public of timely accu ipformation. The Public Officers
Ethics Act was enacted to advance the ethics and pegfopmance standards of public officers.
This is because public officers occupy position thority and trust and control enormous

public resources.

82. Corruption including wastag ic resources remain serious threats to the realization
of the aspirations of the B -Up JEconomic Transformation Agenda. To strengthen the
framework for gover e anti-corruption including improving accountability and

transparency, the National,Government has implemented a number of reforms that include: i)

published the Access to Information (General) Regulations in 2023 that guides on the

procedure fo ive disclosure of information by public entities and private bodies; and the
proced equesting access to information thereby improving access to information by the
pu i) developed the Conflict-of-Interest Bill in line with best practices, to ensure
%Si e use of public funds would help elevate trust in government and public financial
Yq} gement. The National Government shall fast track enactment of the Bill that is currently
is being reviewed by a meditation committee comprising of members of the National Assembly
and the Senate. Going forward, the National Government committing to full automation and
publication of asset declarations of high-level public officials; and iii) Strengthened the
capacity of the Judiciary for efficient adjudication of corruption cases and improving access to

justice through facilitating judicial appointments and provision of adequate infrastructure.
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83. The County Government is keen in promoting transparency and accountability.
Transparency and accountability play a crucial role in curbing corruption by making
government actions and decision-making processes visible to the public thereby deterring
corrupt behavior, enabling citizen oversight and allowing for effective sanctions against those
who engage in corrupt activities. When people can see how public funds are being used and
hold officials responsible for their actions, the opportunities for corruption significanf&)
decrease. Transparency and accountability is implemented through: (i) public disclosure \of
county government’s budgets and spending (ii) allowing citizens to request and %n

government documents and (iii) utilizing technology to streamline processes and|igprove

transparency in government operations.
84. Corruption, wastage, inefficiency, and negligence are serious thrga % county's socio-

economic transformation agenda. The County Government (will ort the institutions

mandated to fight corruption in the country to curb such unacce e practices. The County

Government will also implement the Assets Declarati onflict of Interest Act to further
eliminate corruption in the county. It is now mandatory f | county government employees
to fill out the Assets Declaration forms every t ar

85. The National Government will build o progress made to strengthen overall leadership

and accountability. This has been_earmarked to be done through developing a framework to
promote open governance; promoting,a culture of adherence to the rule of law; strengthening

eferral mechanism system. The National Government will also

electoral and political pro emocracy and public participation; and reviving and roll-out

an integrated public ¢
promote coordin vernment Legislative Agenda (GLA) and Parliamentary liaison

across all Mi les and State Departments; and promote inter-agency coordination and

synergy q e opment of legislation and policy.

86.%I or good governance emphasis has arisen in recent times all over the world and
cially in the developing countries due to increased citizen awareness and expectations,
ity of resources [fiscal imbalance] and the need for prudence in spending them ,

echnological innovations, globalization and demographics. The acceptable attributes of Good

Governance identified by the UN are eight: participatory, consensus-oriented, accountable,

transparent, responsive, efficient, and effective, equitable and inclusive and adherence to the

rule of law. Good governance has the overall result of economic development and poverty

alleviation.
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87. Good governance is also exhibited in sound budget making. Principles of sound budgeting
include accountability; comprehensiveness, transparency, realism, predictability and being
participatory. The main issues in budgeting are linking policy and planning to budgeting,
unpredictability of funding, failure to direct resources to policy priorities, lack of clear
objectives and poor alignment of initiatives to the objectives, unclear measures of performance,
[KPIs and Targets]. In order to improve budgeting, the County Government will; (i)Strengthen
the public participation and assure allocations reflect priorities; (ii)Ensure spending \is
consistent with approved allocations(iii)Improve governance and accountability while ®nsuking
there is clarity of policy direction and institutional frameworks, and; (iv)Performanceesults
are measured and feedback is incorporated into the policy making process. The County
Government has embraced Performance Programme Based Budgeting'since 2014 and will
continue with capacity building to the staff to ensure credible budgets are formulated. The
County Government has received accolades being rated the @verall best county in budget

transparency and accountability by International Budget Partnership (IBP) in 2024.

88. Section 30(3) (g) of the County Government$hAct, 2002, states that the Governor shall
promote and facilitate citizen participation in the{@leyelopment of policies and plans, and service
delivery in the county. Public participation‘\ensures that communities directly or indirectly
concerned by Government policies, pregrams and projects are properly informed and
participate in the decision-makinQWkecess. Participatory planning and budgeting involve all
levels of Government and resitents cooperating to determine the allocation of public money.
Its primary objective is 0 prowidg’an opportunity for citizens to influence decisions about the
provision and quality ofysepvices, the programs and projects to be implemented and the
achievement of.resultseParticipation increases the level of transparency and it helps to improve
the quality ofydecisions to be made. Kwale County Government continues to pursue public
participation.as a means of informing citizens, demonstrating openness, transparency, and
accotmtability. This paper will be subjected to public participation as per the provisions of

segtion 117 of the Public Finance Management Act 2012.

89. The County Government will ensure there is efficiency and effectiveness in the delivery of
services and implementation of programs and projects through: (i) empowerment of human
capital by ensuring competency development of the employees to ensure there is high quality
and efficiency in the civil service; (ii) strengthening governance framework by entrenching
transparency and accountability; (iii) sound organization structures with clear responsibilities,

objectives to be met and performance management; (iv) sound framework and mechanisms for
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citizen participation in decision making processes; (v) ensuring efficient allocation of public
resources by encouraging innovations in service delivery and curbing wastage; (vi) upholding

prudent public expenditure, risk management and public procurement processes.

90. The County Government operates a sound accountability framework through: (i)
Adherence to reporting and publication of annual reports and statements of accounts;(ii
Internal risk assurance mechanisms through internal audit divisions and suppor %
cooperation to external audit from the office of Auditor General and other agencies li en
Revenue Authority (KRA), Ethics and Anti—Corruption Commission (E mong
others;(iii)Annual State of the County address and other public inquiries a ports
the public interest;(iv)Access to information as per the constitution by Qr &)
to the public. %

ade in

information

91. The County Government in its governance model will use “Whole of Government”
approach in both policy making and implementation. Fhis approach is aimed at enhancing
coordination in the delivery of services and implementation of programs and projects. This
approach will be strengthened where departments e&e}\ties of the County Government will
be required to respond to sector issues together g synergies to achieve a shared goal. In
the medium term this approach will be in the design and delivery of policies, programs,

projects, and services to the public.

92. The County Governme established a strong administrative structure that extends to
the village unit level. Te"stre n governance, policies have been formulated and approved
by the County m including the Village Administration Act 2016. The County

Government is.no king to establish village councils (councils of elders) for the effective
administratiozens’ affairs.

X
v
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CHAPTER THREE: RECENT ECONOMIC DEVELOPMENTS AND MEDIUM-
TERM OUTLOOK

3.1 Global Economic Outlook
93. The global economy is projected to remain resilient despite significant challenges,

according to the Organization for Economic Co-operation and Development (OECD). The
Outlook projects global Gross Domestic Product (GDP) growth of 3.3% in 2025, up from 3.2%
in 2024, and 3.3% in 2026.The global economy has stabilized, with growth expected to be 3!

percent in 2024 and 2025, slightly down from 3.4 percent in 2023. This is suppo by\ a
reduction in global inflation and easing supply chain issues. The outlook reflects s -
anticipated growth in the USA, several large emerging market economies li Wnd an

improved growth forecast for the UK.

94. Growth prospects vary significantly across regions. GDP gro in the United States is

projected to be 2.8% in 2025, before slowing to 2.4% in 2026. Imro area, the recovery in

real household incomes, tight labour markets and reductions in policy interest rates continue to

drive growth. Euro area GDP growth is projected at 1.3%%n2025 and 1.5% in 2026. Growth
uw

in Japan is projected to expand by 1.5% in 2 b decline to 0.6% in 2026. China is
expected to continue to slow, with GDP th of 4.7% in 2025 and 4.4% in 2026.

95. According to the region’s m cent economic update, growth in Sub-Saharan Africa is
projected to grow by 3% in 2024, f 2.4% in 2023, and to accelerate to 4% in 2025-26.

with climate shocks poi o)exacerbate this fragility. About 464 million people in the region
are still living i%e overty in 2024. The region continues to grapple with high debt
distress risksS% of IDA-eligible countries in the region at high risk or already in debt

distress%r
%

er, key risks to global growth include disruptions in the disinflation process, which

@’De triggered by commaodity price spikes due to ongoing geopolitical tensions, potential
0

latility in financial markets that could negatively impact sovereign debt, a further slowdown

Rising conflict and viole the region exerts a dampening effect on economic activity,

in China's growth, and an escalation of protectionist policies, which could worsen trade

tensions, reduce market efficiency, and disrupt supply chains.
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TABLE 3-1: GLOBAL ECONOMIC PERFORMANCE

Growth (%)
Actual |Estimate Projections
Economy 2022 2023 2024 2025
World 3.5 3.3 3.2 3.3
Advanced Economies 2.6 1.7 1.7 1.8
Of which: USA 1.9 2.5 2.6 1.9
Euro Area 3.4 0.5 0.9 1.5
United Kingdom 4.3 0.1 0.7 1.5
Japan 7.0 7.9 0.7 1.0
Emerging and Developing Economies 4.1 4.4 4.3 4.3
Of which: China 3.0 5.2 5.0 4.5
India 7.0 8.2 7.0 6.5
Sub-Saharan Africa 4.0 3.4 3.7 41
Of which: South Africa 1.9 0.7 0.9 1.2
Nigeria 3.3 2.9 3.1 3.0
Kenya* 4.9 5.6 5.2 5.4

Source: IMF World Economic Outlook, October 2024. *National Treasukry Projecti

97. Economic growth in advanced economies is expected to rgggteady at 1.8 percent in
2024 and 2025, up slightly from 1.7 percent in 2023. Ing¢ghe \United States, growth is forecasted
at 2.8 percent in 2024 due to stronger consumption, noRsresidential investment, and labor
market demand. However, growth is projected M.z percent in 2025 as fiscal policies
tighten and a cooling labor market da n%n?umption. In the euro area, growth is
anticipated to pick up, driven by impr rt performance, particularly in goods, stronger
domestic demand, rising real wa oosting consumption, and a gradual easing of monetary

policy supporting investme eanwpile, Japan is expected to see a slowdown in growth,

influenced by temporary,

the surge in tourim

98. Growth i ing markets and developing economies is forecasted to stay steady at 4.2

ruptions and the waning effects of one-off factors, such as
activity in 2023.

percen th™2024 and 2025, although there will be differences across key economies. In

Sub % ar frica, growth is expected to recover to 4.2 percent in 2025, up from 3.6 percent
24%nd 2023. This recovery is attributed to stronger economic activity as the negative

Wis of past weather-related shocks diminish and supply constraints gradually ease.

99. Growth in the emerging market and developing economies is projected to decline relatively
modestly, from 4.1 percent in 2022 to 4.0 percent in both 2023 and 2024, although with notable
shifts across regions. In sub-Saharan Africa, growth is projected to decline to 3.3 percent in

2023 from 4.0 percent in 2022 reflecting worsening climate change related shocks, inflationary
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and exchange rate pressures, and domestic supply issues, including, notably, in the electricity
sector. Growth in the region is expected to rebound to 4.0 percent in 2024, picking up in four
fifths of the sub-Saharan Africa’s countries, and with strong performances in non-resource

intensive countries.

100. Africa can lead the way towards inclusive growth by investing in its human resources. %

year, up to 12 million young people will enter the job market, yet only about 3 millianformal

the next 30 years, the region will see the highest growth in its working-age po

compared to all other regions, with an expected increase of 740 million people b

quickly in the coming years, policies should focus on distributing th

wage jobs are currently being created annually. As the region’s econgmies’ recover more
% growth more

equitably by investing in human capital, promoting economic diyersifi€ation, and encouraging
job-friendly economic growth.

TABLE 3-2: GDP GROWTH PROJECTIONS FOR 2024 AND AR-ON-YEAR
REGION/ COUNTRY &A) | Estimated
024 2025
World A %

Advanced Economies V 2.3 2.4
Of which: USA A L 7
Emerging and Developing E ies 4.7 4.7
Of which: China Cﬂﬂ\LV 47 42
India 6.1 6.5

Sub — Saharan Afriga 35 3.1
1.3 0.8

0.8 1.9

5.3 5.9

4.9 6.0"

di, Kenya, Rwanda, Tanzania and Uganda

10€, The UN World Economic Situation and Prospects (WESP) 2024 reports that Africa's

omic growth is anticipated to pick up slightly, with the average GDP potentially rising to
3.5 percent. However, challenges such as debt sustainability issues, fiscal pressures, and
climate change introduce uncertainties. This 3.5 percent growth projection represents a modest

increase from the 3.3 percent recorded in 2023.
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3.2 Domestic Economic Performance
102. Kenya’s GDP is projected to grow 5.4% in 2024 and 5.6% in 2025, driven by services and

household consumption. Inflation is expected to fall to 6.2% in 2024 and 5.5% in 2025, as food
and global inflation both decline. Monetary policy is expected to be accommodating due to
projected stable inflation and exchange rates. The fiscal deficit is projected to narrow to 5.9%
of GDP in 2024 and 5.0% in 2025 in response to a revenue-led fiscal consolidation progra
The current account deficit is projected to narrow to 4.6% of GDP in 2024 and 4.5% i

as a recovery in global trade reduces the trade deficit. Q

103. The Kenyan economy demonstrated strength and resilience during th three"quarters
of 2024, although its growth was slower compared to the same periodii For the first
three quarters of 2024, the average economic growth was 4.5 per, .Opercent in Q1, 4.6

percent in Q2, and 4.0 percent in Q3), compared to 5.6 percent
in Q1, 5.6 percent in Q2, and 6.0 percent in Q3). This growth in
strong performance in agriculture, a slight recovery in acturing, and the resilience of the

in 2023 (5.5 percent
4 was mainly driven by

services sector. All economic sub-sectors, except mining and construction, showed positive
growth during the first three quarters of 2024, a e growth rates varied across different
sectors. The diversified nature of the K economy continues to be a crucial factor in its
ability to withstand domestic and extérna cks.

TABLE 3-3: SECTORAL GDP-PERFORMANCE

Annual Growth Rates Quartely Growth Rates
Sectors
2022 2023 2023 Q12023 Q2] 2023 Q4 | 2024 Q1 | 2024 Q2 | 2024 Q3
1. Primary Industry (0.8) 5.6 53 69 53 S0 4.4 3.2
1.1, Agnculture, Forestry and Fishing (1.5 6.5 6.4 7.8 62 6.1 4.8 42
1.2 Mming and Quarrying 93 (6.5) (11.0) (8.3) (6.9) (14.8) 2.7 (11.1)
2. Secondary Sector (Industry) 3s 2.8 2.8 2.1 2.0 1.0 08 0.6
2. 1. Manufacturing 26 20 1.7 1.5 20 1.2 i3 23
2.2. Electricity and Water supply 55 28 37 28 1.3 24 1.0 0.9
2.3, Construction i1 0 30 2.7 22 o1 29) (2.0)
3. Tertiary sector (Services) 6.6 6.8 6.5 6.7 63 6.2 53 53
3.1. Wholesale and Retail trade 35 27 29 =1 28 4.9 4.4 4.8
3.2. Accomodation and Restauramnt 26.8 336 47.1 427 181 28.0 266 13.7
3.3. Transport and Storage 58 6.2 6.6 1.6 8.5 39 3.6 52
3.4, Information and Commuuication 9.0 93 9.5 7.6 11.0 7.8 12 6.1
3.5, Fimancal and Insurance 12.0 10.1 5.9 132 63 7.0 N | 4.7
3.6. Public Admuustration s.1 4.6 7.6 32 34 S8 5.1 sS4
3.7, Others 53 6.1 S7 59 6.1 59 o | b |
. of \\‘h-ich Professional, Admin & 9.4 94 8.6 6.6 12.8 9.9 6.8 78
Support Services
Real Estate 45 7.3 7.3 8.1 62 6.6 6.0 5.5
Education 52 3.1 20 3l 39 4.0 3.1 38
Hoalth 3A LR o | 1.7 1.8 55 S5 4.4
Taxes less subsidies 6.7 2.2 30 1.8 20 4.5 58 34
Real GDP 4.9 5.6 5.5 5.6 S 5.0 4.6 4.0

Source of Data: Kenya National Bureau of Statistics
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104. The primary sector experienced an average growth of 4.2 percent in the first three quarters
of 2024 (5.0 percent in Q1, 4.4 percent in Q2, and 3.2 percent in Q3), primarily driven by strong
agricultural performance despite a decline in mining and quarrying. Throughout the first three
quarters of 2024, the agriculture sector remained strong, growing by 6.1 percent in Q1, 4.8
percent in Q2, and 4.2 percent in Q3. This growth was bolstered by favorable weather

conditions and government efforts to reduce production costs.

105. Mining and quarrying activities saw a decline in the first three quarters of 20 Qr:»

due to reduced production of key minerals such as titanium, soda ash, and gemstohes. This

ceased its mining operations in Kenya in December 2024 due to the

downturn was largely caused by the closure of Base Titanium’s Kwale mihg/ The company
%f commercially

viable ore.

106. The performance of the industrial sector remained/Weak, with its growth slowing to an
average of 0.8 percent in the first three quarters of 2024 (%,0 percent in Q1, 0.8 percent in Q2,
and 0.6 percent in Q3). This was primarily due_to a Slowdown in electricity and water supply

activities, along with a contraction in the e@nst sub-sectors. The decline in electricity

and water supply growth was attribute ed’generation from geothermal, wind, and solar

sources, while the contraction in construction sector resulted from a slowdown in public

sector infrastructure projects. In the acturing sector, which contributes nearly half of the
industrial sector's output, ufacturing experienced significant growth, while non-food
manufacturing saw mi S

107. The serctor maintained strong growth in the first three quarters of 2024, with an
averag ate of 5.6 percent (6.2 percent in Q1, 5.3 percent in Q2, and 5.3 percent in
IS

Q3 erformance was largely driven by substantial growth in sub-sectors such as

ation and food services, financial and insurance services, information and
Cco nication, real estate, and wholesale and retail trade. The accommodation and restaurant
services sector benefited from several prominent international conferences held in Nairobi
between April and June 2024, which attracted significant global participation. Growth in the
information and communication sector was fueled by increased voice traffic, internet usage,
and mobile money transactions, despite a decline in domestic Short Messaging Services
(SMSs).
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108. Taking into account the performance of the economy in the first three quarters of 2024
and the slowdown in private sector credit growth to key sectors of the economy growth is
estimated to expand overall by 4.6 percent in 2024 and 5.3 percent in 2025. These projections
are mainly supported by: a robust services sector and recovery of manufacturing sector; robust
agricultural productivity and improvement in exports. The outlook will be reinforced by
implementation of policies and reforms under the priority sectors of the Bottom-Up Econom%
Transformation Agenda (BETA) and improvement in aggregate demand. Addi i%

implementation of prudent fiscal and monetary policies will continue to supp
activity (Figure 3.1)

FIGURE 3-1: ANNUAL REAL GDP GROWTH RATES, PERCENT ) Q
78 |
8.0 :
o D )
é 586 :
= 60 5.1 49 y—30 46 46
'5 5.0 '8 ‘ 40 |
(G] :
% 40 : !
o 30 : j
® | ‘
g 20 ¢ !
T 10 | ;
E 00 - ! :
< 2 § § & & 5 8§ 8 g ¥
(1.0) & & & & & 1 3 3 3 P %
Comraction in 2020 we | © o o LN o
m:’;;e:uw offects ; éoc\.l"I‘E)ux)ry . s by ™ 8 8
Source: Kenya Nation% f Statistics
3.2.1 Inflat) Q
109. Overall )n has decreased and stayed below the 5.0 percent target mid-point since

anl ton fell to 3.0 percent in December 2024, down from 6.6 percent in December
and'a peak of 9.6 percent in October 2022 (Figure 2.2). This decline in inflation has been

rted by favorable weather conditions leading to a plentiful food supply, lower fuel
inflation due to an appreciating exchange rate and falling international oil prices, and a
reduction in non-food, non-fuel (NFNF) inflation, influenced by prior monetary policy

tightening
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FIGURE 3-2: INFLATION RATE, PERCENT
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110. Food inflation continued to be a major contributor to overal@n-year inflation, though
it decreased to 4.8 percent in December 2024, down f 7 percent in December 2023. The
reduction in food prices was driven by a highék foo pply due to favorable weather
conditions, ongoing government support, espec thr@dgh subsidized fertilizer, and a general
decrease in international food prices. White t e%f most vegetable-based food items rose
in December 2024 compared to Dec , the prices of non-vegetable food items saw a

notable decline during the same

111. Fuel inflation dro .0 percent in December 2024, down from 13.7 percent in

December 2023. Th ease was mainly due to the reduction in global oil prices and the

appreciation of the Kegyan Shilling, which led to lower pump prices, along with a decrease in
electricity pr ore (non-food, non-fuel) inflation has remained low and steady, reflecting
the effe%yc monetary policies and subdued demand pressures. Since inflation is below
the%ra e's mid-point and the exchange rate has stabilized, the Central Bank of Kenya,

gh the Monetary Policy Committee (MPC), has gradually relaxed its monetary policy by

W ing the Central Bank Rate (CBR). It was initially cut from 13 percent to 12.75 percent in
ugust 2024, then to 12.0 percent in October 2024, and further to 11.25 percent in December
2024. This shift in monetary policy is designed to enhance credit availability to the private

sector, thereby boosting economic activities.
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3.2.2 Monetary and Credit Developments
112. Broad money supply (M3) increased by 1.6 percent in the year leading up to November

2024, compared to a growth of 21.1 percent in the same period of 2023 (Table xxxx). The
slower growth in M3 was primarily due to a decline in the growth of Net Domestic Assets
(NDA), particularly domestic credit. The main driver of the M3 growth was the stability of the
banking system's Net Foreign Assets (NFA), primarily reflected in the steady foreign assets c)

commercial banks.
Net Domestic Assets (NDA) shrank by 2.2 percent in the year leading up to Septem
in"N

compared to a growth of 10.9 percent during the same period in 2023. The slowdow DA
growth was mainly due to a reduction in the growth of domestic credit tva sector.

Meanwhile, domestic credit extended by the banking system to the C%
growing by 16.6 percent in the year to November 2024, compare A=percent growth in

t increased,

the same period of 2023.

113. Private sector credit growth from the banking sy | by 1.1 percent in the year to

November 2024, compared to a 13.2 percent increa ame period of 2023. This decline

was attributed to the effects of exchange rate lon on foreign currency-denominated

loans and the delayed impact of tighter ry pelicies. Reduced credit growth was noted in
sectors such as manufacturing, fingnce Insurance, trade (exports), and building and
construction, which have a signific of foreign currency-denominated loans.

114. Monthly credit fm@rivme sector have slowed since December 2023, following

the central bank's@ aise the interest rate to manage inflation expectations, which led
to higher boryewing cests (Figure 3-3). However, with the significant easing of monetary
policy, cr itprivate sector is expected to recover as lending rates decrease. Continued
dem ially for working capital driven by resilient economic activity, along with the

Q{ ntation of the Credit Guarantee Scheme for vulnerable MSMEs, will support the
u

ke of private sector credit.
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FIGURE 3-3: PRIVATE SECTOR CREDIT
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3.2.3 Interest Rates Developments
115. Interest rates have fallen in response to the ea%f) etary policy. The interbank rate
frop’1

decreased to 11.4 percent in December 2024, r 1.7 percent in December 2023, and
has stayed within the designated corridor ar %entral Bank Rate (CBR), which is set at
CBR< 150 basis points. Similarly, t -dayATreasury Bills rate dropped to 10.0 percent in
rcent in December 2023 (Figure 3-4).

December 2024, compared to 15

FIGURE 3- 4. SHORT TERI\MST ATES, PERCENT
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116. In the year leading up to November 2024, commercial banks' average lending and deposit
rates rose in response to the ongoing tight monetary policy, reflecting the high cost of available
funds. The average lending rate increased to 17.2 percent in November 2024, up from 14.6
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percent in November 2023, while the average deposit rate rose to 10.4 percent from 10.1
percent during the same period. As a result, the average interest rate spread widened to 6.8
percent in November 2024, compared to 4.5 percent in November 2023.

3.3 External Sector Developments

117. The current account deficit stood at US$ 4,537.9 million (3.6 percent of GDP) in
November 2024, compared to US$ 4,354.5 million (4.4 percent of GDP) in November 202
reflecting strong export performance and higher remittances. Goods imports rose by 7.5 percent
in the 12 months leading to November 2024, driven by increases in intermediat t
goods. %

exports of agricultural products and re-exports. The merchandise tr

Meanwhile, goods exports grew by 12.9 percent over the same period, ma due to higher
% worsened by

US$ 372.3 million, resulting in a deficit of US$ 10,539.7 million mber 2024, as the rise
in import costs outweighed the growth in exports.

118. In November 2024, net receipts from the sgrvices unt fell by US$ 13.1 million,
reaching US$ 675.7 million, compared to the s Mn 2023. This decline was primarily

due to lower transport-related receipts, despite a rise 1n tourism-related receipts as international
other hand, increased by 15.3% to USD 4,804

24, up from USD 4,165 million during the same

travel continued to recover. Remittan
million for the 12 months ending g Qctober
period in 2023.

119. In November e\capital account balance rose by US$ 21.4 million, reaching a

surplus of US$ 1 illion, compared to a surplus of US$ 131.1 million in the same period

of 2023. Netal inflows increased to US$ 5,420.6 million in November 2024, up from

US$ 2, oh in November 2023, reflecting a slowdown in inflows to the government

an r ors. These inflows were primarily in the form of other investments and direct

%ﬂt& However, portfolio investments and financial derivatives experienced a net
ut , partly due to Kenya's limited access to international financial markets amid higher
orrowing costs.

3.3.1 Foreign Exchange Reserves

120. The foreign exchange holdings of the banking system remained robust at US$ 16,312.1

million in November 2024, an increase from US$ 14,211.1 million in November 2023. The

Central Bank’s official foreign exchange reserves reached US$ 9,578.0 million, up from US$
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7,397.6 million during the same period in 2023 (Figure 3-5). However, the foreign exchange
holdings of commercial banks declined to US$ 6,734.1 million in November 2024, from US$
6,813.5 million in November 2023. The official reserves held by the Central Bank in November
2024 equated to 4.9 months of import coverage, compared to 3.9 months in November 2023.
These reserves continue to offer sufficient protection and act as a buffer against potential short-

term disruptions in the foreign exchange market.

FIGURE 3-5: FOREIGN EXCHANGE RESERVES (USD MILLION) &W_
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3.3.2 Exchange Rate Dent

121. The foreign excha % in 2024 remained stable despite rising global uncertainties,

the impact of a stro &)ollam and ongoing geopolitical tensions in the Middle East. At

the start of the ye Kenyan Shilling was weaker, but it began to strengthen against the

ebruary 2024, eventually stabilizing against other major currencies. By

Decem% e exchange rate for the U.S. Dollar had improved to an average of Ksh

129@1 ed to Ksh 159.7 in January 2024, reflecting a 19.0 percent appreciation. Against

‘%J‘r 7 the Kenyan Shilling gained 22.2 percent, reaching an average of Ksh 135.6 in

cember 2024, up from Ksh 174.3 in January 2024. Similarly, against the British Pound, the

hilling appreciated by 19.3 percent, trading at an average of Ksh 163.6 in December 2024,

compared to Ksh 202.9 in January 2024.

122. The foreign exchange market was primarily buoyed by inflows from agricultural exports,

remittances, and portfolio investors, while demand was fueled by a resurgence in economic

activities, particularly in the manufacturing, wholesale, and retail sectors. The strengthening
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and stability of the exchange rate have fostered confidence, leading to increased foreign direct
investment and greater investor interest in the Nairobi Securities Exchange. This appreciation
has also contributed to lower debt service costs, enhanced domestic borrowing performance,
and helped stabilize interest rates.

3.3.3 Capital Markets Developments
123. The economic recovery, the strengthening of the Kenya Shilling against maj
international currencies, and overall macroeconomic stability have boosted confidence, Jeadi %3
to an influx of foreign direct investment and attracting investors to the Nairopi

Exchange. The NSE 20 Share Index rose to 2,011 points in December 2024, up fram» 1,501
points in December 2023, while market capitalization increased to Ksh @on from Ksh

1,439 billion during the same period (Figure 3.6).

FIGURE 3-6: PERFORMANCE OF THE NAIROBI SECURITIES Ex HANG]
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3.4 Fiscal Performance

3.4.1 Overview
124. The implementation of the FY 2024/25 budget faced initial delays due to the withdrawal

of the Finance Bill, 2024, and protests that slowed down economic activities. Furthermore, the
FY 2023/24 ended with outstanding exchequer requests (carryovers) totaling Ksh 218.5 billion,
and the implementation of Collective Bargaining Agreements continued to exert pressure
expenditures. To ensure smooth execution of the FY 2024/25 budget and protect the i S’)
consolidation plan, the National Treasury streamlined expenditures through the Suppl%%
Estimates 1.The implementation of the County FY2024/2025 budget is mo%
successfully, despite facing challenges, primarily due to the delayed dis ent
from the National Exchequer.

3.4.2 County Revenue Performance < Q)

125. For the period ending June 30, 2024, the County Governm Kwale recorded a total
OSR collection of Kshs 427,377,928, falling short of nual target of Kshs 600,000,000.
This represents a 71.23% performance in local r ue ction, a decline from the 86.5%

performance achieved in the previous flnanC| e main sources of revenue for the

county in the 2023/2024 financial year wer h ital fees, business permits, land rates, Cess

fees, and advertising fees.

FIGURE 7: KWALE COUNTY H|S'$!FRENDS IN OWN SOURCE REVENUE COLLECTION
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TABLE 3-4: OWN SOURCE REVENUE PERFORMANCE FY 2023/2024 AND FY 2024/2025

Revenue Annual Targeted Actual Revenue Annual Targeted Actual Revenue
No Stream Revenue (Ksh.) (Ksh.) asat 31 | Revenue (Ksh.) FY | (Ksh.) asat 31 Dec
FY 2023/2024 Dec 2023 2024/2025 2024

1| Cess 30,909,700 13,710,932 26,582,800 17,706,924
2 Land/Poll

Rate 65,000,000 13,815,026 13,050,000 9,081,022
3 Single/Busine

ss Permits 68,495,500 6,240,240 9,606,489 4,.217,86
4 | Property Rent 7,141,000 2,705,332 7,285,775 3,347,268
5 | Parking Fees 20,227,800 8,077,590 29,624,650 8
6 | Market Fees 12,403,500 4,238,050 6,441,020 0,180
7 | Advertising 19,759,300 8,657,000 5,319,650k, 3,120,890
8 | Hospital Fees 265,754,800 65,238,067 219,787.556 83,708,466
o | Public Health ~

Service Fees 8,461,800 804,243 [ 543,900

Physical
10 | Planning and

Development 38,472,850 5,505,641 11,280,000 4,689,500
11 Hire Of

County Assets 960,000 515,000 ) 2,690,000 513,000

Conservancy
12 | Administratio

n 3,740,000 236430 3,070,000 2,527,300

Administratio ‘&
13 | n Control Fees

and Charges 51,041,750 \ 28,570 9,071,270 2,097,278

Other Fines, A
16 Penalties, And

Forfeiture 112,600 70,450

Fees 75,400 86,740
17 Miscellaneous

receipts Pat) 3,419,844 6,115,390 16,926,229

Total & 0,000 138,700,035 350,000,000 164,041,978

Source: Kwale MTr asury

126. In th fi of the 2024/2025 financial year, the County Government collected Ksh.

700;

35 out of an annual target of Ksh. 600,000,000, achieving 23.1%. This indicates a

est improvement in the performance of own-source revenue.As of December 31, 2024, the

county government had received Ksh. 4,266,274,035 in equitable share, out of a budgeted

amount of Ksh. 8,887,499,175 reflecting a performance of about 48%. In comparison, during
the same period in FY 2023/24, the county government had budgeted Ksh. 8,584,103,693 for
the equitable share but only collected Ksh. 2,832,754,218 which was approximately 33%.

Approved 2025 County Fiscal Strategy Paper

Page 44




County Expenditure Performance

127. Budget implementation for FY 2024/2025 is progressing well, despite challenges due to
delays in the release of funds from the National Treasury. By the end of December 2024, the
County Government had spent Ksh 4,352,130,687 out of the revised total budget of Ksh
15,039,218,850 reflecting an absorption rate of 28.9%o. In comparison, during the same period

in FY 2023/2024, the total actual expenditure was Ksh 5,970,104,646 against a budget of K%
13,729,959,764 which resulted in a 43.5% absorption rate. This indicates a noticeable d%

in absorption. Q
3.4.2.1 Recurrent Expenditure %

128. In the first two quarters of the 2023/2024 financial year, thexcounty spent Ksh
2,680,610,537 out of a revised budget of Ksh7,733,647,916. repres
budget. In the same period of the 2024/2025 financial year, the codn nt Ksh 2,706,375,960
against a revised budget of Ksh 8,114,805,976 which accounts fer 33!4% of the budget. This

shows a slight decline in the absorption of recurrent expénditure.
TABLES3- 5: ANALYSIS OF RECURRENT EXPENDITURE(AS AT 3{°/DEC 2023 AND 31°" DEC 2024

% absorption.

Revised Estimates Ac_:tual Revised A(_:tual

CODE VOTE FY 2023-2024 Expenditure As at | Estimates FY | Expenditure As at
31st Dec 2023 2024-2025 31st Dec 2024

3061 Finance and Economic
Planning 1,095,381,935 }6,403,666.00 922,016,219 321,693,277
3062 Agriculture, Livestock 194 318 251
and Fisheries o 76,464,193.00 195,106,635 77,502,027
3063 Environment and WO
Natural Resources ' ' 23,825,498.00 131,520,902 25,059,460

3064 Health Services /\Y 73429300 | 4 520,836,156.00 | 3,057,898.446 | 1,101,887,240
3065 County Assembly « ) 94,128,805.00

3066 Trade, Investment and

155,992,462.00 799,893,995 97,201,851

Cooperatives 84,787.986.00 | 5337378100 | 115,461,008 30,477,933
iﬂoasnzsggm O %alent 12121069600 | o) 74501400 | 126,124,863 50,331,476

3068 ices 16298388400 | 5y 40612500 | 163,967,428 47,083,539
1,249.64230.00 | 507 056 431.00 | 1,303,382,385 585,987,329

SNplater Services 12103104700 1 49 806554.00 | 143,201,246 53,345,823
mﬁ; roats anduble 139654809.00 | 50536,361.00 | 180,678,096 49,301,134
072 Toutsm and (T _ 388809000 | ocicei oo | 10610662 56,844 572
g(g;fdoour.]ty PUb.“C erve 7338211100 1 56 435 428,00 85,027,980 14474210
Aamstaton 310619.389.00 | 459 577 10400 | 326,008,673 114,961,204

3075 Kwale Municipality 22,108,475.00 1,715,500.00 44,500,202 2582210
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3076 Diani Municipality 31,823,811.00 2 004,655.00 5432 502 13345735
f\?tgngg o¢ofthe County 260.854,007.00 | 3005189000 | 198,133,070 54,648,823
3078 Lungalunga Municipality 4,500,000.00 108,333.00 23,410,676 4,431,007
3079 Kinango Municipality 4,800,000.00 261,000.00 24.187.215 914,105
Poventva 16369295700 | 4567970500 | 112,544,685 4,602,82
LY et 7733647017 | 2,680,610,537 | 8,114,805976 |  2,706,375,960
Source: Kwale County Treasury V

Personnel Emoluments

129. The County Government spent a total of Ksh.1, 545,672,550 on salar ainst the total
allocation of Ksh.3, 660,771,708 on personnel emoluments for the fi i r 2024/2025
representing 42.2 percent absorption. In the same period in 2023/ County Government
spent Ksh. 1,003,746,780.25 against a budget of Ksh. 3,809,736,772 which was 26.3 percent.

TABLE3- 6: ANALYSIS OF PERSONNEL EMOLUMENTS AS g/?;;“ DEC 2023 AND 31°" DEC 2024

Revised Actual Absorotion Revised Actual Absorption
CODE VOTE Estimates FY Expenditure as Rate r(),/) Estimates FY Expenditure as Rate‘:"/)
2023-2024 | at 31st Dec2023 : 2024-2025 | at 31st Dec2024 b
3061 Finance and
Economic 244,842,679 113,873,058 4 191,827,567 97,030,703 %0.58
Planning
3062 Agriculture ) 4
[Livestock and 147,000,000 70338, 478 141.138,616 62,560,588 44.33
Fisheries
3063 Environment
and Natural 35,933,072 16453214 458 29,439 457 17,023,612 57.83
Resources A
3064 Health ‘
Services 1,883,4%9% 03,082,403 426 | 4799738514 787,172,133 43.74
3065 County
Assembly 308,612 71 91,100,826 295 308,612,771 69,135,805 2240
3066 Trade
,Investme_nt and 16,535 16,265,490 422 39,847.363 15,788,606 39.62
Cooperatives
3067 Social
Services & 34,419,957 15,466,670 449 39,180,227 16,206,664 41.36
74,390,873 31,476,287 423 74,462,091 31,621,540 4241
617,259,221 292,029,276 47.3 645,483.712 300,556,292 46.96
48,730,993 22,401,804 45.9 47,819.744 19,205,585 40.20
3071 Roads and
Public Works 69,242,682 34,461,616 498 57,482,129 21,302,625 37.06
3072 Tourism and
IcT 27,500,616 12,559,583 a5.7 25481817 10,561,569 4145
3073 County
Egg'r'g Service 28,697,111 12,830,896 4t 33,018,286 13,358,950 4046
3074 Public
Service and 218,581,642 125,013,924 572 201,176,390 84,127,878 41.82
Administration
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3075 Kwale

Municipality 4,419,370 - 4,336,730

3076 Diani

Municipality 10,519,811 - 6,397,893

3077 Office of the

County Attorney 14,620,500 - 12,384,502

3078 Lungalunga

Municipality 1,500,000 - 1,471,951

3079 Kinango

Municipality 1,500,000 - - 1,471,951 - o
GRAND TOTAL 3,809,736,772.00 | 1,003,746,780.25 26.3 3,660,771,708 1,545,672,550 42.22

Source: Kwale County Treasury

3.4.2.2 Development Expenditure

130. During the review period, the County Government spent Ksh. 1,645,754,72(%;%e
8% 0

revised annual budget of Ksh. 6,924,412,874 which implying an absorptio

development budget. In comparison, during the same period in FY 202

Government had utilized 21.3% of its development budget, havin

against a budget of Ksh.5,145,100,562.

Table 3-7: Comparison of development expenditure as at 31% Dece

3.
% County

f the

1,095,525,855

2023 and 2024

Revised Estimates A Revised
Code | Vote FY 2023/2024 Expenditurejas ) Estimates FY Actual Expenditure as
st Dec 20 2024/2025 at 315t Dec 2024
3061 FINANCE AND ECONOMIC
PLANNING 68,246,601 - 27,557,019 -
3062 AGRICULTURE, LIVESTOCK
AND FISHERIES 274,4035,2 156,481,110 428,018,962 180,613,223
3063 ENVIRONMENT AND NATURAL "
RESOURCES 4 101, 39 45,533,873 637,612,247 438,020,886
3064 MEDICAL AND PUBLIC
HEALTH SERVICES ,044 90,593,483 337,105,406 110,225,797
3065 | COUNTY ASSEMBLY 4,646,556 439,415,654
3066 TRADE, INVESTMENT
COOPERATIVES N 404,261,862 35,856,703 630,470,390 62,223,020
3067 SOCIAL SERVICES'A
TALENT MANAGEMENT 292,569,028 8,603,449 304,110,942 147,283,841
3068 | EXECUTIVE 183,403,077 - -
3069 | EDUCATION 656,835,284 106,366,980 427,390,361 134,524,302
3070 RVICES 1,806,917,763 424,303,525 1,935,539,952 511,097,714
3071 D PUBLIC WORKS 574,111,815 169,069,028 1,078,912,721 231,288,145
AND ICT 87,514,869 21,165,119 43,050,844 11,093,259
OUNTY PUBLIC SERVICE
15,000,000 -
PUBLIC SERVICE AND
ADMINISTRATION 27,294,310 - -
075 | KWALE MUNICIPALITY 50,000,000 14,846,126 112,459,627 57,620,793
3076 | DIANI MUNICIPALITY 35,732,425 22,706,459 118,781,066 36,569,066
3078 | KINANGO MUNICIPALITY 25,000,000 62,531,202 13,408,556
3079 | LUNGALUNGA MUNICIPALITY 50,000,000 57,723,102 37,029,277
3080 | PREVENTIVE 241,854,025 268,733,381 64,756,848
TOTAL 5,996,312,848.0 | 1,095,525,855.0 | 6,924,412,874.2 1,645,754,7217.

Source: Kwale County Treasury
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3.5 Fiscal Policy

3.5.1 Overview
131. The County's fiscal policy for FY 2025/26 and the medium term focuses on backing Kwale

County's priority programs outlined in the Governor's manifesto and MTP 1V, through a
fiscally sustainable growth plan. This plan aims to reduce the annual growth of non-essential
recurrent expenditures while also implementing a robust strategy for managing liabilities,
without affecting the delivery of services to residents.This is anticipated to strengthen %
County's long-term economic development and growth strategy. Fiscal consolidati ill
reinforced through ongoing efforts to improve domestic revenue collection, % nd
optimize spending, while protecting key government programs and social ditur

3.5.2 Own Source Revenue Mobilization
132. The income for the fiscal year FY 2025/26 will be estimated(using.the actual revenue

performance data from FY 2023/2024. To enhance revenue c@ the county, further
efforts are required. The Kwale County Government will a combination of tax
administrative and policy measures to enhance reve llection by the County Revenue
Directorate, aiming to exceed Ksh 600 million iw tUm term and promote economic

activity. Specifically, the Government will pri% orts to mobilize domestic resources,
a

including: upgrading the automated revenue ement system; expanding the recruitment

and training of revenue collection st nting revenue mapping to improve efficiency

in revenue collection.

3.5.3 Expenditure Refor,
133. The Kwale County nt will continue efforts to enhance expenditure management

and boost the effici nd) effectiveness of public spending. These efforts will involve:
introducing ausnﬂi&\e sures to reduce government recurring costs; implementing a
comprehensiocurement system to ensure better value for money and greater
transp in“procurement; expanding the use of Public-Private Partnerships (PPPs) for
fin ly Wiable projects to encourage private sector involvement in public service delivery;
@s acking governance reforms aimed at crucial County sectors.

34. The County Government’s total expenditure is expected to reduce to Ksh 9,709,768,508
in FY 2025/2026, compared to Ksh 12,210,530,024 in the current FY 2024/2025 approved
budget estimates on a cash basis. This reflects a 25.25 percent decrease in the county's budget.
Development expenditure is anticipated to total Ksh 3,010,433,655 in FY 2025/2026, down
from Ksh 5,197,060,407 in the current FY 2024/2025 approved estimates, reflecting a

Approved 2025 County Fiscal Strategy Paper Page 48



reduction of around 44.40 percent. This allocation will represent 31.66 percent of the projected

budget, in line with the fiscal responsibility principles set out in the PFM Act 2012. Significant

resource allocations will be directed to key areas such as Health services, Education, and Roads

and Public Works.

3.5.4 Fiscal Responsibility Principles

135. In accordance with the Constitution, the Public Finance Management (PFM) Act of 201

the PFM (County Government) Regulations of 2015, and in compliance with the ﬂz}
il

responsibility principles outlined in the law, the County Government adhere

below:-
t;t at least 30

ment expenditure over

Development Expenditure
136. The Public Finance Management Act, 2012 Section 107(b)

percent of each County Government’s budget be dedicated to
the medium term. In line with this legal obligation, the County Gevernment of Kwale allocated
46 percent of its budget to development expenses in thefY2024/2025.

Recurrent Expenditure

137 The PFM Act 2012 also outlines that expenditure,on the recurrent budget should not
surpass the county's total revenue. For the 108" FY 2023/2024, the actual recurrent
expenditure amounted to 7.12 billio he” total actual revenue was 11.62 billion. In
conclusion, the County prepared her budgetary plans in accordance with the required legal
framework.

Personnel Emoluments

138. Regulation 25(1 ‘@e FM (County Governments) Regulations, 2015, mandates that
the county gove@ spénding on wages and benefits for public officers should not exceed
35 percent mota revenue. The County Government of Kwale complied with this

reQuire%’ ating 24.34 percent of its revenue to personnel emoluments, staying below
the limit

Q?o ce Revenue

9.7In accordance with Section 107 (2g) of the PFM Act, 2021, a reasonable level of

%ictability regarding local revenue sources shall be upheld, considering any reforms and
actions implemented to guide the county on its transformative path. To ensure a reasonable
level of predictability in revenue rates and the revenue base, the County has developed and the
Kwale County Finance Act 2024 which provides guidelines on taxation policies that support

economic growth, promote diversification within the county’s economy, improve its
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competitive advantage, and create tax incentive programs aligned with the County
Government’s development goals. They also seek to encourage investment and establish a
flexible fiscal space that includes revenue-enhancing tax policies and administrative reforms
for the medium term. Additionally, the County continues to implement revenue-raising reforms
by modernizing and simplifying tax laws to ensure predictability and improve compliance in

the tax system. The primary goal is to generate sufficient tax revenues, create a stable t%

environment, and minimize tax expenditures. %
3.6 Kenya’s Macroeconomic outlook %

3.6.1 Overview %

140. Kenya's economic performance is expected to remain stab edium term.
Economic growth is predicted to slow to 4.6 percent in 2024, d 5.6 percent in 2023,
due to a decline in economic activity in the first three quarte@ 4 and a slowdown in
private sector credit growth to key sectors. However, gr is anticipated to rise to 5.3 percent

in 2025 and maintain a similar pace in the medium%

141. The growth expected in 2025 and Heyo | be driven by increased agricultural

productivity and a strong services s ricultural output is likely to be bolstered by
favorable weather conditions an vernment initiatives aimed at improving productivity,
although growth in this sector is pr d to average around 3.0 percent, in line with trends.

The services sector is expe

emain robust, growing at an average of 6.6 percent over the
medium term. ICT [orms are anticipated to spur growth in financial services,
healthcare, and
benefit from ment efforts to revitalize the industry, including promoting high-profile

internati onferences, cultural festivals, and wildlife safaris. The industrial sector is

istration, while the accommodation and restaurant subsectors will

proj% ow from 0.9 percent in 2024 to 2.2 percent in 2025, with growth exceeding 3.0
4

the medium term. Industrial growth will be supported by lower production costs and

ged exchange rate pressures, as well as ongoing government initiatives aimed at
encouraging value addition.
142. On the demand side, overall domestic demand is expected to stay robust, even as the public
sector undergoes consolidation. However, the private sector will take on a more prominent role
in the medium-term recovery. This growth will be bolstered by an improvement in the external

balance, driven by strong export performance and steady remittances.
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143. Consumption is forecasted to average about 87.4 percent of GDP in 2025 and will continue
over the medium term, influenced by reduced government recurrent spending and relatively
lower household disposable income as credit to the private sector recovers gradually. As
inflationary pressures ease, household disposable income is expected to grow, further

supporting consumer spending. Additionally, remittance inflows to Kenya are projected 63

QV

144. Kenya’s external position is anticipated to continue supporting macroeconor%bility.

remain steady, providing continued support to household incomes.

The current account deficit is expected to remain stable in the mediu . Exports are
projected to recover due to improvements in both the global and regi tlook, as well
as favorable domestic conditions. Growth will also be bolstered plementation of trade
agreements such as the Kenya-EU Economic Partnership Agreement and export promotion
initiatives. Additionally, higher remittance inflows and todrism earnings are expected to further
strengthen the foreign exchange buffer. Imports are prédicted to rise as domestic demand
rebounds, especially for raw materials, fuels, and @iat

e goods, in line with investment growth and<stab the foreign exchange market.

3.6.2 Monetary Policy Managem

145. The medium-term monetary policy will focus on keeping inflation within the target range
of 5+2.5 percent, while also ensuri competitive exchange rate and stable interest rates.
Inflation is expected to s this target, supported by low and stable food prices due to

inflation incl uncertainty surrounding international oil prices, influenced by escalating
geopoliti onilicts (Middle East and Russia-Ukraine). The ongoing reforms to modernize the

Mo icy Framework and Operations are enhancing the transmission of monetary

y, apchoring inflation expectations, and improving liquidity distribution in the interbank
)&4. Notably, the interest rate corridor, initially set at CBR + 250 basis points, was narrowed
YllSO basis points in June 2024 to better align the interbank rate with the CBR. Additionally,
the Discount Window interest rate has been reduced from 600 basis points above the CBR to

400 and then 300 basis points above the CBR, improving access to the window.
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146. To further improve interbank market efficiency and strengthen the alignment of the policy
rate with the interbank rate, the Central Bank of Kenya has introduced the following key
reforms in the interbank foreign exchange market: (i)Implementation of an electronic matching
system (EMS) in the interbank market;(ii) Removal of the maximum 20-cent spread on
indicative quotes in the interbank market;(iii)The CBK’s published exchange rate is now based

on the weighted average rate of all interbank transactions conducted the previous day, replaci@)
the previous system that relied on indicative rates from selected major interbank players!

TABLE 3-8: KENYA’S MACROECONOMIC INDICATORS AND PROJECTIONS

A

2022 2023 2024 2025 2026 2027 2028 2029
Act Act Est Proj Proj Proj Proy Proy.
armual percentage change, unless othervise indicated
National Account and Prices
Real GDP | 49 5.6 46 53 53 54 54 54
Primary Sector | -08 5.6 43 26 28 31 29 3.0
- of which: Agricuture | -L5 6.5 5.0 30 30 32 29 3.0
SecondarySector ] 33 25 09 22 27 3l as a7
Services Sector | 66 6.8 5.7 6.3 67 | 66 6.6 6.6
GDP deflator | 7.0 6.1 47 5.0 48 | 46 49 49
CPI Index (cop) [ 9.1 6.6 48 5.0 5.0 5.0 5.0 5.0
CP1 Index (avg) | 76 7.7 45 5.0 50 | 5.0 50 5.0
Terms of trade (-deterioration) | 0.7 -33 1.7 24 20 | 30 34 39
Money and Credit (end of period)
Net domestic assets | 75 46 94 9.3 9.1 95 9.0 9.7
Net domestic credit to the Government | 103 6.3 5.5 6.1 6.1 56 44 59
Credit to the rest of the economy | 78 44 88 121 116 | 110 100 134
Broad Money. M3 (percent change) | 95 82 104 10.5 10.5 10.6 10.6 10.7
Reserve money (percent change) | 6.0 76 43 10.4 104 10.5 10.5 106
in percentage of GDP, unless otherwise indicated
Investment and Saving |
Consumption | 879 88.9 88.3 87.7 874 | 874 87.3 87.1
Central Government 122 11.9 114 10.9 108 | los 10.8 10.6
Private | 7 76.2 762 76.2 76.1 76.1 76.1 76.1
’Ex%%txme-m@ltlg\rlﬁlxnlnrueasu ry 19 16.4 172 162 16.4 168 16.7 168
Central Govermment | 46 42 42 46 0 | sa 5.5 51
Private 144 122 13.0 1.6 11.5 11.7 112 1.7
Gross National Saving | 140 11.2 133 123 12.8 129 129 128
Central Government | =41 -3.0 49 -3.7 28 | -23 -2.1 -12
Private | 181 14.3 18.1 16.1 153 152 149 14.0
Exports value, goods and services | 122 1.7 1L7 11.1 109 | 107 10.2 10.5
Imports value, goods and services | 2LS 204 19.8 18.5 17.9 174 16.7 1SS
Current Account Balance | =50 -5.1 40 -39 -39 -4.0 -38 4.0
A Gross reserves i months of next yr's imports | 43 37 39 4.0 10 40 42 40
Gross reserves in months of this yr's imports - 39 4.0 43 43 43 | 43 43 43
Central Government Budget in Fiscal Years | |
Total revenue | 172 16.5 169 17.6 182 | 186 19.0 19.6
Total Expenditure and Net Lending | 237 225 215 223 225 223 226 227
Overall Fiscal Balance excl. Grants | 6.5 -6.1 -4.5 -4.7 42 | -38 -36 32
Ovemll Fiscal Balance, incl. Grants | 62 -59 43 -44 -39 -35 -33 -29
Ovenll Fiscal Balance. incl. Grants. Cash Basis 62 -5.6 -4.3 -44 -39 -3.5 -33 -29
Primary Budget Balance | -16 -0.8 1.3 14 1.7 | 21 23 25
Public debt in Fiscal years | |
Nominal Central Government Debt (eop), Gross | 719 66.7 65.0 2.7 60.3 57.8 55.2 522
Nominal Debit (eop), Net of Deposits 68,5 634 62.0 60,0 57.8 55.6 532 504
Domestic (Gross) | 338 342 334 330 326 | 321 312 296
Domestic (Net) | 304 309 304 303 302 | 299 292 278
o Extemal | 381 325 316 29.7 27.7 25.7 24.0 226
AMe It |
Nominial GDP (in Ksh Billion) | 13490 | 15109 | 16544 | 18325 20221 22351 | 24708 | 27329
Nominal GDP (in USS Million) 114,450 | 108,037 | 121737 | 141,429 | 156,086 | 172,321 | 190.214 | 209922




3.7 Growth Prospects
147. Kenya’s economy is expected to continue its recovery trajectory in 2025. The International

Monetary Fund (IMF) and World Bank have projected growth, although it may be tempered
by global economic uncertainties. The key sectors driving growth include agriculture, services

(particularly information technology), and construction.

3.7.1 Inflation Q(»

148. Inflation has been a concern in recent years, driven by both internal factors od

a foauss of the

prices) and external ones (such as oil prices). However, inflation managem

central bank. In 2025, inflation could stabilize if agricultural productivityimpreyes and energy

prices become more manageable. Q

3.7.2 Debt Levels
149. Kenya’s public debt has been rising in recent years{ driven by infrastructure spending and

fiscal deficits. Managing debt sustainability will bgg criti allenge in 2025, with attention
on both domestic and external borrowing. Eﬁ%t& st domestic revenue collection and

avoid over-reliance on debt will be importa

3.7.3 Monetary Policy.
150. The Central Bank of Kenya ( is expected to continue managing interest rates to

w ting growth. The monetary policy will be key in balancing

and’stimulate investment.

control inflation while also

the need to control i

3.7.4 Exte de and Investment.
151. Kepyayis anegional hub for trade and investment, and efforts to boost exports and foreign

dire% t (FDI) will be key to its growth. The 2025 outlook will depend on how well
a

tap into regional markets and maintain competitiveness in sectors like tourism and

\ agrieulture.

3.7.5 Social Challenges
152. Unemployment, poverty, and inequality remain to be challenges. While the government

has been investing in job creation and poverty reduction programs, progress in these areas will

impact the broader economic outlook.
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3.8 Global Macroeconomic Outlook
153. In 2025, the global economy is expected to grow at roughly the same pace as in 2024.

Ongoing solid development in the US and above-average growth rates in many emerging
markets are likely to bolster growth. In the Eurozone, growth will remain weak overall. Chin
is expected to see a further drop in growth rates in 2025. While inflation in the wosld
industrialized economies looks set to remain on a downward trajectory, not all ce ba
targets will be met. The outlook is overshadowed by unusually high levels of (‘?@rb%

uncertainty.

cal

154. Key factors influencing economic trends this year include stubb rni:\: th geopolitical
risks and uncertainty regarding future economic policy developr(ents. political course that

the US ultimately charts out, especially with regard to trade“gliCy, will be particularly

important. Major geopolitical risk scenarios also remainnin the form of Russia’s war of

aggression in Ukraine and — despite recent positing sig
Middle East, which could escalate again.

\%¢

155. The global economy will remai ized by substantial differences in growth rates

~ the unresolved conflict in the

among major economies —and al 0ss economic sectors. The rate of global growth in 2024
— relatively moderate ina lo ter mparison — was driven by momentum in the services
sector, whereas industrj cturing showed only weak development all in all. This
explains why US ecefomic g h remained very robust at just shy of 3%; whereas Germany,
Europe’s largest e y, stagnated. Growth in China was hindered by the real estate crisis in
particular. In in industrialized countries dropped significantly year on year, although

inflati resstire remained due to above-average price increases in the services sector.

%I al economic growth in 2025 looks set to roughly match the 2024 level. Growth in the
expected to dip slightly and remain solid at roughly 2.5%, also thanks to higher

roductivity momentum than in Europe. Economic output in the Eurozone is predicted to grow
by 1% again, after very weak growth in the previous two years. These figures do, however,
conceal clear differences within the euro area: countries whose economies are dominated by
the services sector, such as Spain, will achieve much more dynamic growth. Germany, on the

other hand, is likely to finish bottom of the table again, also due to pressure from high energy
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prices and an environment in which German companies are becoming less competitive on the
international stage. The rate of inflation in the Eurozone is expected to continue to drop year on
year and move closer into line with the 2% target set by the European Central Bank (ECB).
The US, on the other hand, will continue to face more elevated price pressure and is unlikely
to meet the Federal Reserve’s inflation target. With this in mind, financial markets and a
majority of economic forecasters are predicting more rate cuts by the ECB than by the Federal
Reserve in 2025.

157. All in all, the uncertainty associated with the global economic outlook remains extsemely
high, with risks outweighing opportunities. The political course that the USwltimately charts
out, especially with regard to trade policy, will be particularly imporjant®&*dsastic increase in
the tariffs imposed on major trading partners and retaliation by-the ‘€ountries affected could
lead to a global trade conflict. This would translate into lowertgconomic growth, also in the
US, and would send inflation upward again. Major gegpOlitical risk scenarios also remain in
the form of the conflict between China and Taiwan, Russtals war of aggression in Ukraine and
— despite recent positive signals — the unresolved conflict in the Middle East. If, by contrast,
the tension in the Middle East eases or the4wvar i UKraine ends, this could trigger a marked
improvement in sentiment in the corporate)sector and among private households alike,

particularly in Europe, which would fuel higher growth.

3.9 Risks to the EconomiefOutlaok.
158. Although the macroeconomic environment remains stable, there are risks arising from

both domestic and international factors. Geopolitical tensions between the Middle East and
Ukraine have exacerbated supply disruptions due to shipping crises, leading to higher global
import and production costs, largely due to the uncertainty surrounding international oil prices.
Domestically, extreme weather changes could negatively affect agricultural yields, heightening
food insecurity and increasing the prevalence of waterborne diseases. The combination of
strained global and domestic financial conditions, driven by lower-than-expected global
economic growth, may lead to a decline in exports, tourism revenue, and remittance growth,

while rising global fuel prices could lead to higher import costs.

159. The County's macroeconomic outlook faces several risks: (i) the growing wage bill due to
ongoing recruitment in the public service will limit the resources available for development,

hindering the goal of rapid socio-economic progress in the long term, and (ii) delays in fund
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disbursement from the National Treasury threaten the County's economic prospects. These
delays often result in the late execution of county programs and projects, affecting contractors,
suppliers, and manufacturers. This ultimately reduces investment in the local economy,

particularly in the building, construction, and related sectors.

160. The Kenya Revenue Authority's underperformance in revenue collection at the national
level may hinder the growth of the equitable share of income for counties. Additionally, poor
local revenue collection could negatively affect county growth sustainability. The
government's strict fiscal policies may also result in limited liquidity, which could reduce
overall demand. Despite this, the outlook for both the domestic and county economies could
be negatively impacted by risks associated with unpredictable weather patterns caused by
climate change, which may harm agricultural production and lead to domestic inflation.
Additionally, the government’s strict fiscal policies could create tight liquidity, which would

affect overall demand.

3.9.1 Risks associated with Conflicts from developmeént partners.
161. The decision by the Trump administration to wWighdraw or reduce USAID financial aid to

Kenya had significant economic and socialigplications for the country. While the direct

impact on the economy was multifaceted, here are some of the key areas affected:

Disruption of Development Projects

162. USAID has long, been™a” key player in funding projects that promote economic
development, infrastructuréyeducation, healthcare, and governance in Kenya. The withdrawal
or reduction anaid disrupted many ongoing projects, particularly those aimed at poverty
alleviatioagrural development, and improving public health systems. This meant a loss of
resouregs for projects that were pivotal in addressing Kenya’s development challenges.
Examples of programs affected: (i) Health initiatives such as HIV/AIDS prevention and
treatment programs, where USAID has been a major financier. Reduced funding led to
disruptions in healthcare delivery and could potentially increase the burden on Kenya’s public
healthcare system; (ii) Agricultural development programs aimed at increasing food security
and improving farming techniques for smallholder farmers were also at risk, which could have

affected the livelihoods of millions of Kenyans.
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Impact on Health Sector

163. Kenya has been a major beneficiary of U.S. support for its health sector, particularly for
HIV/AIDS, malaria, and maternal health. USAID’s financial aid directly supported HIV
prevention, treatment, and care services, as well as the training of healthcare workers. A
reduction in this aid led to: Increased strain on the national healthcare system: Without
continued funding, Kenya had to look for alternative funding sources, which may not ha%
been as readily available. Increased healthcare costs: The Kenyan government %
shoulder more of the financial burden of healthcare services, which placed additigaal

its budget. W

Economic Impact on Infrastructure and Energy Projects
164. USAID also supported several infrastructure and energy projects, which)were crucial for

Kenya’s long-term economic growth. This included funding/for r , renewable energy
projects, and water supply systems. Delayed or halted infrastruGture/projects: Some projects

that were to be funded or co-funded by USAID saw d€lays or cancellations, which affected
Kenya’s ambitions to improve its infrastructurw sector setbacks: USAID had
rgy,

provided support for initiatives in renewable h as solar power and wind energy
projects. The funding cuts hampered Kenya agiit; to diversify its energy mix and develop
cleaner, more affordable energy sour

Reduction in Foreign Direct Investgent (FDI)

<

gountry. The withdrawal of U.S. financial assistance could have

165. Foreign aid, including D, often acts as a signal to other donors and investors about

the stability and reliabi

signaled to the al\investment community that Kenya was facing challenges in securing
support from ditional partners. This might have made Kenya less attractive to foreign
investor m leading to a reduction in foreign direct investment. The reduction in
US% also risked destabilizing Kenya’s status as a key regional player in East Africa,

affecting its regional economic influence.

v ’:
Impact on Regional Trade and Security Cooperation

166. USAID is not only involved in direct aid projects but also in fostering stability and
regional trade in East Africa. The U.S. provided financial support to regional cooperation
efforts, trade facilitation, and cross-border security.

Decreased security cooperation: Kenya's role as a partner in counterterrorism efforts,

especially in Somalia, was affected. U.S. aid supported security operations and
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counterterrorism training, which, if withdrawn, could have compromised Kenya’s ability to
maintain regional security and stability.

Decline in regional economic integration: Without the U.S. support for regional economic
programs, Kenya could have faced challenges in improving trade and investment flows within
the East African Community (EAC) and beyond.

Social and Political Consequences q/)
d

167. The reduction of USAID support had broader social implications. U

programs in Kenya helped support democratic processes, human rights adyocacy, civil
society initiatives. A loss of financial aid to these areas could have led tox Stkgined relations
between Kenya and the U.S.: Kenya may have found itself needin t%

with the U.S. while seeking alternative sources of fundin tentially diversifying its
partnerships, Increased political instability: Reduced fina@id to governance and

democracy-related initiatives could have weakened ciwi

advocate for good governance, rule of law, and anti-corrupti

its relationship

ciety, making it more difficult to

efforts.

Shifting Sources of Aid
168. With the U.S. cutting aid, Keny

with other countries. China, the

diversify its aid and development partnerships

ean Union, and other countries began to step up their
financial support, though this.did not
this came with a diffr seb of risks, such as higher levels of debt and a potential loss of

economic auton reater dependence on international organizations: Kenya leaned

more on muI institutions like the World Bank and the African Development Bank to
jectsTb

fund k ~but these funds often came with stricter conditions and longer timelines.

essarily replace the level of U.S. assistance. Increased

reliance on Chinese invest enya began turning to China for infrastructure funding, but

%I’: overnment keeps monitoring both the domestic and global environment and will
i ent suitable policy actions to protect the economy from any negative impacts if the risks

aterialize.
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CHAPTER FOUR: FY2025/2026 BUDGET AND THE MEDIUM TERM

4.1 Fiscal Framework for FY 2025/2026 and the Medium Term
170. The budget for FY 2025/26 and the medium term is based on the County’s policy prioritiz

and macroeconomic framework set out in chapter Il and Il of this Paper. The FY 2028/(2
Medium-Term Expenditure Framework will be guided by the Kwale County I at
Development Plan 2023-2027 whose theme is transforming Kwale together and \W@@d
to the realization of the Bottom —Up Economic Transformation Agenda W%ki

improve agricultural production and productivity, revamp the returns (OE

medium sized enterprises, offer affordable housing, guarantee Univérs
enhance the Digital and Creative Economy.

are: to
, Small and

h Coverage and

171. The County Government ‘s Medium-Term Exp% Framework for FY 2025/2026
will guided by the following objectives: (i) Toﬂ@ stainable agriculture production,
value addition and market access for targeted chains; (i) To enhance access to quality
and affordable healthcare services; (iii) Taim rman and rural infrastructural development
for rapid socio economic transformatiomfiv)* To enhance education for the Kwale children
and the youth to create a pool of rking capital; (v) To enhance empowerment of the

youth and women through %g of"County procurement opportunities .

4.2 Key Development E rs
The Developmen work will be supported by the following key enablers;

172. Enh cource mobilization and Strategic Partnerships; this will be aimed at
enhanci urce mobilization to support the County Government Development agenda. This
wil @ chteved through strengthening internal revenue generation systems, establishing and
gtheping partnerships and collaborations, enhancing community contribution in
deviglopment and Instituting appropriate controls to minimize wastage of county resources.

73. Coordination and Service delivery; the government will institute governance
mechanisms to ensure harmonized coordination and improved service delivery. This process
will involve instilling integrity, establishing robust accountability mechanisms, automation of
government services, enhancing efficiency in service delivery, reengineering and strengthening
the county administration as pivotal pillars in service delivery.
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174. Developed and self-sustaining cooperative movement; as a means of enhancing
agricultural productivity and profitability through enhanced marketing of agricultural produce
and supporting extension programme.

175. Integration of ICT; The Government is committed towards enhancing the use of ICT as
a catalyst for enhancing service delivery and promoting accountability and transparency by
ensuring information is readily available to the citizens.

will ensure women and youth programmes are integrated in all County Government
to empower them by creating employment opportunities, reducing exposure to risks, enhafcing-their
capacity and building their resilience to manage both economic and social shocst

4.3 Resource Envelope for the FY 2025/2026 and the Medium T %
4.3.1 Revenue Projections

177. The FY 2025/26 revenues are projected to increase to Kshs 9,709,%68,508.00 from Kshs
h of 1.8 percent. The

176. Women and Youth empowerment and innovation/ Mainstreaming; The goil%D
. CA

9,537,499,175, excluding grants in FY 2024/25 representing a
growth is contributed by the increase of the County ge

4.1 below. The budget will be funded from two mw namely equitable share — 92.58
percent, Own Source revenue at 7.42 percent.

&/ZQTEF PERIOD IN KSHS

TABLE 4-1: FISCAL REVENUES FOR 2023

revenues as highlighted in Table

Expenditure Projections

ale County Treasury Projections, 2025

FY 2024/25 FY 2025-2026 FY 2026-2027 FY 2027-2028
Source Pr_lnted Projections Projections Projections

Estimates

(Kshs Million) (Kshs Million)

Own Source
Revenue %fOQO, 360,000,000 396,000,000 435,600,000
Equitable
Share of
Revenue 8,887,499,175 8,989,768,508 9,888,745,359 10,877,619,895
Facilities
Improvement
Fund ( FIF) 350,000,000 360,000,000 396,000,000 435,600,000
$§TA/';'E 0,537,499,175 | 9,709,768,508.00 | 10,680,745,358.80 | 11,748,819,894.68

178. The budget for FY 2025/26 is projected to increase from Kshs 9,537,499,175 in FY
2024/25 to Kshs 9,709,768,508 representing an overall growth of 1.8 %. Recurrent expenditure
is projected to be Kshs 6,699,334,853 an increase of 3 per cent from Kshs 6,493,332,549 in the
printed estimates for FY 2024/25. The development expenditure is estimated to be Kshs
3,010,433,655 representing 31% of the total County Government’s Budget.
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Table 4.2: Projected Expenditures for 2025/26-2027/28 MTEF period

. FY2024/25 FY2025/26 FY?2026/27 FY2027/28
Economic Printed Budget
Classification Esti g Projection Projection Projection

stimates

Salaries 3,660,771,708 | 3,640,971,710 3,750,200,861 | 3,862,706,887
Operation & 2,832,560,841 | 3,058,363,143 | 3,150,114,037 | 3,244,617,458
Maintenance
Recurrent 6,493,332,549 | 6,699,334,853 6,900,314,899 | 7,107,324,34
Development 3,044,166,626 | 3,010,433,655 3,100,746,665 | 3,193,769406!
Total Budget 9,537,499,175 | 9,709,768,508 | 10,001,061,563 | 10,301 ,41\)
Development Index 31.92% 31.00% 31.00% : M

Source: The County Treasury

4.3.3 Fiscal Responsibility Principles

179. In line with the Constitution, the Public Finance Management (P
Regulations, 2015 and in keeping with prudent and transpar

resources, the County has adhered to the fiscal responsibility

180. The Government projected development index fo

>

;12, the PFM

ment of public

as set out in the Act.

25/2026 is 31 percent which is

12.

within the minimum 30 percent required by the P ct

181. On wages and benefits, the co &Vgrappling with high wage bill due to

mandatory increase of salaries to st
is enhancing its resource mobili

minimum threshold of 35 pe

O
Q¥
v

hito be in line with the law.
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4.4 Medium Term Expenditure Framework (MTEF) Ceilings and Sector Priorities
4.4.1 Recurrent Ceilings

Personnel Emoluments and Operations and Maintenance
182. The personnel ceilings have been set by considering the current wage bill and caps on all

existing county staff in all departments in the current financial year and projected for FY 2025/26.
This takes into consideration all mandatory annual wage bill and basic salary incremen &)
medium term, the County Government will put in strategies to ensure that the wage b%s
increase beyond the limits provided in the PFM Act 2012. The operations and maint%
are predetermined limits for departments which were capped by consideri following ; (i)

Departmental devolved and transferred functions in line with the sector mandates((ii) Nonsdiscretionary and

mandatory expenditure items
TABLE 4-3: SUMMARY OF ALLOCATIONS BY VOTE AND ECONOMIC Ssl TION

lings

A
TOTAL TOTAL
VOTE P.E O&M RECURRENT DMM ENT EXPENDITURE
3061 Finance and
Economic Planning 191,827,567 574,298,183 10,000,000 776,125,750
3062 Agriculture,
Livestock, and Fisheries 141,138,616 68,368,021 115,850,000 325,356,637
3063 Environment and
Natural Resources 29,439,456 68,579,410 211,935,450 309,954,316
3064 Curative Health
Services 1,549,189,782 867,55 7'35\ 416,738,514 247,700,000 2,664,438,514
3065 County Assembly 308,612,771 316, |, 625,396,495 200,000,000 825,396,495
3066 Trade, and
Cooperatives 39,847,363 95,794,340 209,700,000 305,494,340
3067 Social Services &
Talent Management 39,180,227 857, 80,037,741 176,707,106 256,744,847
3068 Executive Services 74,462 , 146,635,615 - 146,635,615
3069 Education 635,4 600,081,562 1,235,565,274 313,234,000 1,548,799,274
3070 Water Services 42,81 68,659,145 116,478,889 312,831,973 429,310,862
3071 Roads and Public
Works 68,810,093 126,292,222 778,610,553 904,902,775
3072 Tourism and ICT 23, 44,644,414 68,326,231 32,000,000 100,326,231
3073 County Public
Service Board 3,018,286 63,535,582 96,553,868 - 96,553,868
3074 Public Servicg and
Administration 201,176,390 107,517,435 308,693,825 21,000,000 329,693,825
3075 Kwalg ip 4,336,730 18,000,000 22,336,730 56,000,000 78,336,730
3076 Djani c 6,397,893 19,154,854 25,552,747 58,188,684 83,741,431
3077%& y 12,384,502 44,606,886 56,991,388 - 56,991,388
3 unga~
alit 1,471,951 10,672,910 12,144,861 28,160,000 40,304,861
3079Kinango
nicipality 1,471,951 10,672,910 12,144,861 22,400,000 34,544,861
0 romotive and
eventive Health Services - 180,000,000 180,000,000 216,115,889 396,115,889
TOTAL 3,398,418.978 | 3300915875 |  6,699,334,853 3,010,433,655 9,709,768,508
PERCENTAGE 35.0 34.0 69.0 31.0 100

Source: Kwale County Treasury
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4.4.2 Development Ceilings
183. The allocation of the development budget for the FY 2025/26 is guided by the strategic

objectives articulated in the CIDP 2023-2027 which are aligned to Governor’s vision and
manifesto. The strategic objectives are (i) To increase sustainable agriculture production, value
addition and market access for targeted value chains; (ii) To enhance access to quality %
affordable healthcare services; (iii) To improve urban and rural infrastructural develo Wr
rapid socio economic transformation ; (iv) To enhance education for the Kwale chi e
youth to create a pool of human working capital; (v) To enhance empowerment of the| yputh and

women through acquiring of County procurement opportunities . Another consideration will be

to ensure adequate funding for the phased on going projects to g
before the end term of CIDP III. %
em

The tabulated projected budgetary allocations for FY 2025/26 an

ir completion

ium term are as

follows;
TABLE 4-4: SUMMARY BUDGET ALLOCATIONS FOR THE F’@NZQ—ZOZ?/ 2028 (KsHs.)
TOTAL EXPENDITURE CEILINGS FY 2024/2024- FY2027/2028
PROJECTIONS
SECTOR %2"‘;;‘2%? 4 i B o6 FY2026/27 FY2027/28
3061 Finance and Economic Planning 685,582,820 776,125,750 799,409,522 823,391,808
3062 Agriculture, Livestock, and
Fisheries 524,283,455 325,356,637 335,117,336 345,170,856
3063 Environment and Natural
Resources 481,796,669 309,954,316 319,252,946 328,830,534
3064 Curative Health Services 2,461,273,635 | 2,664,438,514 2,744,371,669 2,826,702,820
3065 County Assembly A 909,712,409 825,396,495 850,158,390 875,663,142
3066 Trade, and Cooperati )N 717,477,496 305,494,340 314,659,170 324,098,945
3067 Social Services & Talen
Management Tﬁ\ 292,223,109 256,744,847 264,447,193 272,380,609
3068 Executive S & 150,121,336 146,635,615 151,034,683 155,565,724
3069 Educatio 1,643,660,344 | 1,548,799,274 1,595,263,252 1,643,121,150
es ’ 1,671,050,843 429,310,862 442,190,188 455,455,894
1 Public Works 1,192,094,389 904,902,775 932,049,858 960,011,354
T 93,290,258 100,326,231 103,336,018 106,436,099
blic Service Board 65,765,573 96,553,868 99,450,484 102,433,998
ervice and
a 293,548,663 329,693,825 339,584,640 349,772,179
W ale Municipality 77,529,486 78,336,730 80,686,832 83,107,437
076 Diani Municipality 163,292,508 83,741,431 86,253,674 88,841,284
8077 County Attorney 60,504,758 56,991,388 58,701,129 60,462,163
3078 Lungalunga Municipality 66,683,457 40,304,861 41,514,007 42,759,427
3079 Kinango Municipality 66,962,359 34,544,861 35,581,207 36,648,643
3080 Promotive and Preventive
Health Services 268,038,571 396,115,889 407,999,366 420,239,347
Total 11,884,892,138 | 9,709,768,508 | 10,001,061,564 | 10,301,093,411

Source: The Kwale County Treasury
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4.5 Sector Priorities

184. The government in medium term will strengthen sector working groups to conceptualize

projects and programmes towards the county socio-economic transformation agenda. The

following table provides breakdown on ceilings per sector with projected baseline ceilings for FY
2025/2026 and the Medium-Term. The CFSP sector ceilings do not include the additianal

allocations to the county governments.

Table 4-5: Sectoral Ceilings for FY 2024/2025- FY 2027/2028
Ceiling Ceiling PROJECTIONS
SECTOR FY2024/25 FY2025/26 FY2026/27 FY2027/28
AGRICULTURE,
RURAL AND URBAN TOTAL 1,336,480,162 872,238,836 898,406,001 925,358,181
DEVELOPMENT
ﬁig[]'gr‘jg:re' Livestockand | g\ oa) 569,651,133 325,356,637 335,117,336 345,170,856
Environment and Nawral | o b\ o) 392,361,219 309,054,316 310,252,946 328,830,534
Resources Management
Kwale Municipality Sub Total 77,529,486 78,336,730 80,686,832 83,107,437
Diani Municipality Sub Total 163,292,508 83,741,431 86,253,674 88,841,284
Kinango Municipality Sub Total 66,962,359 34,544,861 35,581,207 36,648,643
Lungalunga Municipality Sub Total 66,683,457 40,304,861 41,514,007 42,759,427
ENERGY,
INFRASTRUCTURE TOTAL 1,192,094,389 904,902,775 932,049,858 960,011,354
AND ICT
Roads and Public Works Sub Total 1,192,094,389 904,902,775 932,049,858 960,011,354
GENERAL ECONOMIC,
COMMERCIAL AND TOTAL 810,767,754 405,820,571 417,995,188 430,535,044
LABOUR AFFAIRS
Trade, Investment and Sub Total 717,477,496 305,494,340 314,659,170 324,098,945
cooperative development
Tourism and ICT Sub Total 93,290,258 100,326,231 103,336,018 106,436,099
HEALTH SERVICES TOTAL 2.729,312,206 | _ 3,060,554,403 3,152,371,035 3,246,942,166
EDUCATION TOTAL 1,643,660,344 | 1,548,799,274 1,595,263,252 1,643,121,150
PUBLIC
ADMINISTRATION &
INTERNATIONAL TOTAL 2,165,303,331 |  2,231,396,940 2,298,338,848 2,367,289,013
RELATIONS
County Assembly Sub Total 909,712,409 825,396,495 850,158,390 875,663,142
County Executive Services Sub Total 150,121,336 146,635,615 151,034,683 155,565,724
Public Service and Sub Total 293,548,663 329,693,825 339,584,640 349,772,179
Administration
E;Qﬁﬂfﬁga”d Economic Sub Total 685,650,592 776,125,750 799,409,522 823,391,808
county Public Service Sub Total 65,765,573 96,553,868 99,450,484 102,433,998
Office of the County Sub Total 60,504,758 56,991,388 58,701,129 60,462,163
Attorney
SOCIAL SERVICES
AND TALENT TOTAL 292,223,109 256,744,847 264,447,193 272,380,609
MANAGEMENT
WATER SERVICES TOTAL 1,715,050,843 429,310,862 442,190,188 455,455,894
GRAND TOTAL 11,884,892,138 | 9,709,768,508 |  10,001,061,564 |  10,301,093,411
Source: The Kwale County Treasury
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The county recurrent expenditure ceilings for each sector are as shown below;

TABLE 4-6: SUMMARY OF RECURRENT EXPENDITURE ALLOCATIONS FOR THE MTEF FY 2024/25-

2027/28 BY SECTOR
SECTOR Ceiling Ceiling PROJECTIONS
FY2024/25 FY2025/26 FY2026/27 FY2027/28
AGRICULTURE,
RURAL AND URBAN TOTAL 342,779,831 379,704,702 | 391,095,843 | 402,828,719
DEVELOPMENT
Qgﬂgru.g:re Livestockand | ¢\ 1ol | 200,268,303 209,506,637 | 215,791,836 | 222,265,591
Environment and Natural | ¢\ roior | 195543718 98,018,866 | 100,959,432 | 103,988,215
Resources Management
Kwale Municipality Sub Total 7,529,486 22,336,730 23,006,832 23,697,037
Diani Municipality Sub Total 10,792,508 25,552,747 26,319,329 27,108,909
Kinango Municipality Sub Total 4,462,359 12,144,861 12,509,207 12,884,483
Lungalunga Municipality Sub Total 4,183,457 12,144,861 12,509,207 12,884,483
ENERGY,
INFRASTRUCTURE TOTAL 100,193,990 126,292,222 | 130,080,988 | 133,983,418
AND ICT
Roads and Public Works Sub Total | 100,193,990 126292222 | 130,080,988 | 133,983,418
GENERAL
ECONOMIC,
COMMERGIAL AND TOTAL 162,067,754 164,120,571 | 169,044,188 | 174,115,514
LABOUR AFFAIRS
Trade, Investment and Sub Total 101,277,496 95,794,340 98,668,170 | 101,628,215
cooperative development
Tourismand ICT Sub Total 60,790,258 68,326,231 70,376,018 72,487,299
HEALTH SERVICES TOTAL | 2,379,549,133 | 2,596,738,514 | 2,674,640,669 | 2,754,879,890
EDUCATION TOTAL | 1,200,263387 | 1,235,565,274 | 1,272,632,232 | 1,310,811,199
PUBLIC
ADMINISTRATION
AND INTERNATIONAL | TOTAL | 1,903,207,121 | 2,000396,940 | 2,060,408,848 | 2,122,221113
RELATIONS
County Assembly Sub Total 667,712,409 625,396,495 644,158,390 663,483,142
County Executive Services | Sub Total 150,121,336 146,635,615 151,034,683 155,565,724
Public Service and SubTotal | 273452453 | 308,693,825 | 317,954,640 | 327,493,279
Administration
g;g‘ﬁ;‘fﬁgﬁnd Economic SubTotal | 685650592 | 766125750 | 789109522 | 812,782,808
county Public Service Sub Total 65,765,573 96,553,868 | 99,450,484 | 102,433,998
Office of the County Sub Total 60,504,758 56,091,388 58,701,129 60,462,163
Attorney
SOCIAL SERVICES
AND TALENT TOTAL 101,223,109 80,037,741 82,438,874 84,912,040
MANAGEMENT
WATER SERVICES TOTAL 78.410,338 116,478,880 | 119,973,256 | 123,572,454
GRAND TOTAL 6,267,694,663 | 6,699,334,853 | 6,900,314,899 | 7,107,324,346

Source: The Kwale County Treasury
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Development expenditure ceilings for each sector are as shown in the table below;

SECTOR Ceiling Ceiling PROJECTIONS
FY2024/25 FY2025/26 FY2026/27 FY2027/28

AGRICULTURE,
RURAL AND URBAN TOTAL 993,700,331 | 492,534,134 | 507,310,158 | 522,529,463
DEVELOPMENT
Qgﬂgru.g:re Livestockand | o\ Toral | 360,382,830 | 115,850,000 | 119,325,500 | 122,905,265
Environment and Natural | ¢ /o1 | 276817501 | 211,935450 | 218,293514 | 224,842,319
Resources Management
Kwale Municipality Sub Total 70,000,000 56,000,000 57,680,000 59,410,400
Diani Municipality Sub Total 152,500,000 58,188,684 59,934,345 61,732,375
Kinango Municipality Sub Total 62,500,000 22,400,000 23,072,000 23,764,160
Lungalunga Municipality Sub Total 62,500,000 28,160,000 29,004,800 29,874,944
ENERGY,
INFRASTRUCTURE TOTAL | 1,091,900,399 | 778,610,553 | 801,968,870 | 826,027,936
AND ICT
Roads and Public Works Sub Total | 1,091,900,399 | 778,610,553 | 801,968,870 | 826,027,936
GENERAL ECONOMIC,
COMMERCIAL AND TOTAL 648,700,000 | 241,700,000 | 248,951,000 | 256,419,530
LABOUR AFFAIRS
Trade, Investment and SubTotal | 616,200,000 | 209,700,000 | 215,991,000 | 222,470,730
cooperative development
Tourismand ICT Sub Total 32,500,000 32,000,000 32,960,000 33,948,800
HEALTH SERVICES TOTAL 349,763,073 | 463,815,880 | 477,730,366 | 492,062,277
EDUCATION TOTAL 443396,957 | 313,234,000 | 322,631,020 | 332,309,951
PUBLIC
ADMINISTRATION
AND INTERNATIONAL | TOTAL 262,096,210 | 231,000,000 | 237,930,000 | 245,067,900
RELATIONS
County Assembly Sub Total | 242,000,000 | 200,000,000 | 206,000,000 | 212,180,000
County Executive Services Sub Total 0 0 0 0
Public Service and Sub Total 20,096,210 21,000,000 21,630,000 22,278,900
Administration
Finance and Economic Sub Total 0 10,000,000 10,300,000 10,609,000
planning
County Public Service Sub Total 0 0 0 0
Board
Office of the County Sub Total 0 0 0 0
Attorney
SOCIAL SERVICES
AND TALENT TOTAL 191,000,000 | 176,707,106 | 182,008,319 | 187,468,569
MANAGEMENT
WATER SERVICES TOTAL | 1,636,640,505 | 312,831,973 | 322,216,932 | 331,883,440
GRAND TOTAL 5,617,197,475 | 3,010,433,655 | 3,100,746,665 | 3,193,769,065

Source: The Kwale County Treasury

Approved 2025 County Fiscal Strategy Paper

Page 66




4.6 Details of Sector Priorities

Agriculture Rural and Urban Development (ARUD) sector

185. The ARUD sector is the backbone of the county economy, as it’s a major player in the
delivery of county development agenda, as envisaged in the CIDP 2023-2027, the Govem%
manifesto, the Kenya vision 2030 and the sustainable development goals (SDGs) etc. Efo’iéo
transform agriculture in the county through the adoption of modern farming techni ation
systems, and the use of improved seeds and fertilizers will enhance productivity and?rﬁve yields
hence enhanced household income and economic growth.

186. The municipalities have improved the urban infrastructure th installation of floodlights
in strategic areas, cabro-paving of high-end roads in urban areas and‘improvement of waste
disposal methods. In the MTEF period 2025/26-2027/28,

Promotion of micro-irrigation, agro-processing and extens

sector will undertake the following;

sepvices, reduce post-harvest losses,

strengthen extension services, improve livestock®\bregds and enhance marine fisheries

development. The sector will also enhance agricul oductivity for food security and nutrition

through provision of mechanization servige viston of certified seeds, fertilizers and other farm

inputs. Other programmes to be priofitized M this sector include cabro-paving of beach access
roads, land banking for establishme blic cemeteries in urban centers, street lighting and
development control. The se ‘% projected to spend Kshs. 872.2 million, Kshs. 898.4 million
and Kshs. 925.4.12 mj n theé FY 2025/26, FY 2026/27 and FY 2027/28 respectively to

implement these pragramm

Energy, Infra reand ICT
187. The r sts of the department of roads and public works. The sector remains key in

prop% socio-economic progress in the county. It also acts as a driver and an enabler to the
e

of the county economy. In the medium term, the sector will focus on: Improving road

ot

connectivity through upgrading, rehabilitation and maintenance of the county road
%’M)rk, supporting the rural and urban electrification through the REREC Matching Grant

projects, and Continuous maintenance of energy assets across the county. To implement these

programmes during the medium term the sector has been allocated Kshs. 904.9 million, Kshs 932.0

million and Kshs. 960.0 million respectively.
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General Economic and Commercial Affairs (GECA) sector
188. The GECA sector comprises of two subsectors namely: department of Trade, Investment and

Cooperative development as well as the department of Tourism and ICT. In the MTEF 2024/25-
2026/27 period, this sector will implement high impact programmes geared towards harnes%
wealth creation, increasing employment opportunities, reducing poverty and fostering socio-
economic growth. To achieve these objectives, the sector will implement the follo 'n% e
the market centers by 50%o, increasing the number of sustainable business by 20%%0“% of
Jua-Kali industry, investment promotion through profiling of investment sj vestment leads,
development of county policies that will enhance development of sustai urism, to develop
destination Kwale to be clean, safe and secure destination . In the F 6-2027/28 plan period,
the sector has been allocated Kshs. 405.8 million, Kshs. 418.0 @ nd Kshs. 430.5 million

respectively in the subsequent years.

Health sector

189. This sector is an important contributor to the Wio-economic growth through ensuring
that all Kwale citizens are productive and, live a‘healthy life. The Kenya Kwanza Bottom Up
Economic Transformation Agenda whichyi lemented by the MTP IV of the Kenya Vision
2030 recognizes the provision of equitable, accessible and affordable healthcare of the highest
achievement realized during the FY 2022/23-2024/25
plan period includes: 99%.0fg gnant mothers in Kwale attended at least one antenatal care

attainable standards to all Ken

percentage of 989 66% respectively. Key priorities for the FY 2025/26-2027/28 MTEF

period will incpansion and upgrading of county health facilities, optimizing the supply of

medicine prowving specialized services by acquiring the requisite medical equipment,

cons% ff houses, purchase and installation of electronic health management system,
C

of ICU/RENAL units etc. To undertake these programmes, the sector will require

C {
?@:’,060.6 million, Kshs. 3,152.4 million and ksh.3, 246.9 million for FY 2025/26-2027/28.
d

ucation Sector
190. The County Government education sector consists of three subsectors namely, Early
childhood education (ECDE), Technical and vocational & training and Bursary and scholarship

programmes. The sector is a critical player in promoting political, social and economic
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development through education and training to create a knowledge-based economy.

Programmes earmarked for Implementation during the FY 2025/26 budget will include the

following key interventions; Construction and equipping of ECDE Centres, Strengthening the

school feeding programme, fencing and construction of hostels in VTCs, Construction of twin

workshops and provision of adequate vocational training tools and equipment in VTCs, Provisi

of Bursary and Subsidized VTC Support Grant. To accomplish these objectives, the %cir i
ncial

require Kshs. 1,548.8 million, Kshs. 1,595.3 million and Kshs. 1,643.1 million i
years 2025/26, 2026/27 and 2027/28 respectively. Q

Public Administration and international Relations sector (PAIR)

191. PAIR sector consists of the following departments: The assémbly, the county
executive services, public service and administration, Finance and economic planning and the
county public service board. During the implementation of.the F 22/23 to 2024/25 budgets,

the sector achieved the following: Successfully held pu articipation forums at the word level

in accordance with the provisions of article 201(a) o itution of Kenya and section 125(2)

of the PFMA, 2012, prepared county planning an policy documents, completion of ward
icers among others. In the FY 2025/26 and

lanning to pursue the following Infrastructural

administrators offices, members of asse

the medium term framework, the
development programmes-: Establis fon roll & Monitoring and Evaluation Systems and the

completion of the Governors encé among others .To implement the above programs, the
. 2,231.4 million, Ksh.2,298.3 million and kshs.2,367.3 in the FY

sector has been allocate S i
2025/26, 2026/27 and 202 espectively.
Water seryi eQ

192. T %-q an enabler to the county’s socio-economic transformation through revenue
ge , wealth creation and job creation. During FY 2025/26 and the medium term, key outputs

f&sector include: Extension of water pipelines, drilling of boreholes across the county,
uction and rehabilitation of dams/water pans and construction of medium sized dams. To

hieve the above programmes, the sector require Kshs. 429.3 million, Kshs. 442.2 million and
Kshs. 455.5 million in the FY 2025/26, FY 2026/27 and FY 2027/28 respectively.
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Social Protection, Culture and Recreation Sector

193. The social protection, culture and recreation sector is mainly composed of the department of
social services and talent management. The sector has the sole role of promoting social
transformation, community empowerment and nurturing and developing talents to foster

sustainable socio-economic development. Major programmes to be implemented during the

period FY 2025/26 include: Upgrading of Kwale stadium and construction of the )
netball and basketball pitches, support to the football teams among others. To unde the gbove
programmes, the sector has an allocation of Kshs. 256.7 million, Kshs. 264. ilmd Kshs.
272.4 million, during the FY 2025/26, FY 2026/27 and FY 2027/28 respe%&

S
$
v

&
&
v

Approved 2025 County Fiscal Strategy Paper Page 70



CHAPTER FIVE: CONCLUSION AND NEXT STEPS

194. This 2025 County Fiscal Strategy Paper will inform the county budget for FY 2025/2026.
The sector ceilings contained in this 2025 CFSP once firmed up by the County Assembly will
form a basis for the FY 2025/2026 budget and the medium term. This will guide the county
departments and agencies in preparing their budgets for FY 2025/2026. Departments
advised padhere to the ceilings provided in this 2025 CFSP in the preparation of their bLP%)

195. Section 117 of the Public Finance Management Act 2012 requires (th Qnty
governments seek and take into consideration views of the public, the CommiSSion on Revenue
Allocation and other interested persons or groups when preparing the%’%o

comments from the Commission on Revenue Allocation, the Con%rC

society organizations the non-state actors of theCounty Budget an onomic Forum, the

nsequently,
udget, the civil

public and other interest groups will be considered when finalizin preparation of this 2025
CFSP.

196. The County Government will continue p Mscal policy that will be sustainable
while ensuring the county's strategic pg£io %ms and policies are implemented to
accelerate growth and attain rapid coun 10~ economic transformation. Prudent use of the
scarce public financial resources Wi mphasized by rationalizing expenditures on non-
essential goods and servic%ﬂve e resources to adequately fund the county government

priorities. @
&
N
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ANNEX | : STATEMENT OF SPECIFIC FISCAL RISKS
Introduction

1. The Fiscal strategy paper is prepared against a background of improved economy and greater
prospects for growth. However risks which may derail smooth implementation still remain. The

Public Finance Management Act 2012 requires that counties prepare “Statement of Fiscal

as a way to mitigate and manage risks prudently.

2. This “Statement of Specific Fiscal Risks" for the county will give an assessment of the risksthat
will potentially affect budget execution and the attainment of strategic pri s and financial

objectives set out in this 2025 County Fiscal Strategy Paper. Potential i%) fiscal strategy
will emanate from expenditure pressures, revenue underperfo /% d changes in the
macroeconomic environment, weather / climatic conditions and potential’insecurity. The County

Government will craft measures to mitigate these risks.

Risks due to effects of Climate Change and Natu%sz2 S
di

3. Climate change effects include extreme weath ns such as drought, storms and floods,
potential sea rise and beach erosion, effegts @n biodiversity, fragile ecosystems, water supply

systems damage. Climate change wi egative impact on food production. Thefiscal
implications of climate change to ill be serious and immediate. It will directlyaffect our
revenues and expenditures. d revenues and increased expenditures will distortthe county

budget formulation.

4. In addition, fo raduction will also be affected by natural disasters such as severe and

prolonged droavy ains as well as floods. Heavy rains can also lead to damage of essential
ineluding buildings, roads, bridges, electricity poles and transformers. Apart from

ood production, natural disasters and climate change have the fiscalimplications of

nues and increased expenditures which will distort the county budget implementation.

County Government will monitor the situation and adopt appropriate measures such as

ocation money for such emergencies to help restore situation and sustain social welfare.
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Risks in Changes in Macroeconomic Assumptions

6.The underlying assumptions in macroeconomic environment may adversely change and poserisks
to the domestic economy which may in turn affect the county economy. Macroeconomicvariables

changes such as reduced real GDP growth rates, increased inflation, depreciated exchange rate and
the volatility of commodity prices on imports will have an effect on revenuesto be generateg? : >
ch

7.An unfavorable macroeconomic environment will result in reduced growth and @/

will have downward effect of revenues both at the national level and county :evel. xpected

changes in in macroeconomic variables create risks to both revenue and ture projections

in this 2025 CFSP as they play a key role in the formulation of the budget:

Risks related to Underperformance of Own Source Revenue

8.Underperformance in OSR has been caused by a number of s including inappropriate

forecasting, inefficiencies in revenue collection, lack levant legislative framework and

inadequate enforcement. The underperformance VW negatively on the total revenues
di

against the planned expenditures. More so, some es like wages are non-discretionaryand
such cannot be reduced or deferred. This ngcessitates budget cuts on developmentexpenditure and
staggering or non-completion of the dgve ent programmes/projects.

9.The County Government will mitig s risk by lobbying for faster enactment of the Finance

<

orCement efforts in revenue collection.

Bill, implementation of the aising acts which have been passed by the CountyAssembly,

intensifying complianc

Risks associated.wi ges Expenditures

10.Regulati ) of the Public Finance Management 2012 for County Governments requires
that a bill shall not exceed 35 percent of the total revenue. In this 2025 CFSP, wages
ar 0 38 percent of the total expected revenues. Thus, our fiscal objectiveson wages is over

and‘apove the threshold set. Further there are risks which will emerge from increase employment
w&ential services which may in the long run increase the wage bill.

11.There is a strong inverse correlation between development expenditures and wage bill. The
higher the wage bill the less will be the development expenditure. Therefore higher wage bill will

retard development in the county. The County Government will mitigate this risk by establishing
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an optimal staffing structure to ensure the wage bill is sustainable and does not affect the

development agenda.

Risks associated with slow execution of development budget

12.The execution of development budget has been slow due to lower absorption rates%
departments. Some of the reasons for the slow implementation of the development budgetinc
delays in the release of funds, lengthy procurement procedures, and inadequa@% nd

contractor issues.

13.The County Government is fully aware of the reasons causing slow e‘ec%{Etio development

projects. The County Government will lobby for faster release from tigpal Treasury, ensure
prompt procurement processes and strengthen capacity as well a$ eval and act appropriately

on contractor issues.

Risks inherent in financial reporting and expenditure a
14.Lack of reconciliation between financial statemen d balances in the IFMIS has led to
isk Nas been caused by the lack of capacity andalso

sure these challenges are addressed and all

misrepresentation in financial reporting. This
connectivity. The County Governm

transactions are captured on IFMI1S¢

15. Management of pending bitlSybas been a concern over the period and has adverse effect on

budget execution. In genefal, g payments older than 90 days constitute a fiscal risk with

major potential consedquiences t@ the economy. The escalation in pending bills is caused mainlyby:

i) underperform &R; ii) technical challenges with cash flow management; and, iii)violation

of laid down p ent regulations. This risk is being mitigated through the ongoing audit of

County @nts’ pending bills. The audit will lead to a better understanding of the extent
an

of t ereafter inform the design of specific mitigation measures.

6. nwhile, the cash accounting method currently applied by County Governments presents
allenges in terms of monthly and annual financial reporting on pending bills and other liabilities
(as well as assets). This is due to the fact that cash accounting does not require recognition of

liabilities as well as assets; rather, only their associated cash inflows and outflows.
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18.

19.

v

17. To deal with this challenge, the National Treasury and the Public Sector Accounting Standards
Board (PSASB) have initiated a review of the Standard Chart of Accounts as well as development
of policy guidelines on management of assets and liabilities. These are preparatory steps for a
possible future migration to accrual accounting. This will further enhance closer monitoring of
County Governments’ pending bills as they will have to be recognized on the face of finangi
statements. Q
Risks associated with Insecurity and the advent of juvenile gangs ( “ Vipa ”)(»
Attacks to business persons have become real and have had an adverse eff &nan settlement
and general security. Tourism whichis the main stay of our local econ ce affected it triggers
shocks in other sectors includingagriculture, transport, entertainm nchtrade. Insecurity leads to
a general loss of revenues and employment opportunities.

The County Government in conjunction with non-state orgagizations is working on programmes
to curb violent extremism among the youth and other soeial crimes.

Q
&
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