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 I. Introduction 

 iMr. Speaker,t is my honour to present to this august House the FY 2018/19 Budget Statement. I 

make this Statement in fulfillment of the requirements of Section 40 of the Public Finance 

Management Act, 2012 and the Standing Order Number 241 of the National Assembly.  

Mr. Speaker, this is the first budget following the conclusion of the general elections last year.  

Allow me to congratulate those who were re-elected and those who are serving for the first time in 

this august House. I look forward to working closely with all of you in order to achieve our 

development goals.  

Mr. Speaker, while delivering his State of the Nation address early this year, H.E. President Uhuru 

Kenyatta reminded us of the journey we have travelled as a nation in building a stronger 

democratic society. This democracy has strengthened our collective belief in justice and our 

 aspirations for an inclusive and shared prosperity.

Mr. Speaker, as a country we have come a long way since 2013. At that time, when H.E. President 

Uhuru Kenyatta took office in 2013, there were numerous constraints to economic growth. For 

example, we had huge infrastructure gaps in roads, rail and air transport as well as challenges at 

our ports. Our capacity to generate energy was limited mainly to unreliable hydro and costly 

thermal sources. We needed to modernize our education sector to enable training of skilled 

manpower. Our health facilities were overstretched with families struggling with communicable 

diseases, and inadequate modern treatment facilities. Above all, we faced a challenge of rolling out 

the devolved system of Government with 47 County Governments as enshrined in our Constitution.  

Mr. Speaker, faced with these challenges, the Jubilee Administration designed and implemented 

an Economic Transformation Plan under five key pillars involving: (i) improving the business 

climate by maintaining macroeconomic stability, addressing security challenges, and reducing the 
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cost of doing business; (ii) closing the infrastructure gaps; (iii) investing in key sectors such as 

manufacturing, agriculture and tourism; (iv) sharing prosperity by investing in pro-poor programmes 

in health, education and in social welfare programmes; and (v) fully supporting devolution. The 

Plan we chose in 2013 has worked and is delivering positive results to our people. Mr. Speaker, let 

me mention a few of the key achievements under the Plan: 

 ¶ During the past five years our economy has expanded by an average rate of 5.6 percent 

per year outperforming the average growth rate of the previous five years (2008-2012) and 

that of the global economy and of sub-Saharan Africa. We are now relishing the benefits of 

an expanded economy that is more competitive and well rated not only in the East African 

region but also in the whole of Africa; 

 ¶ We have completed phase 1 of the Standard Gauge Railway (SGR). Today, Kenyans are 

enjoying cheaper and faster travels between Mombasa and Nairobi using Madaraka 

Express. In addition, the SGR freight service that started in January 2018, has facilitated 

cheaper movement of goods, with the monthly loads increasing from the initial 22,345 

metric tonnes to an impressive 213,559 metric tonnes, a ten-fold increase in only a few 

months;  

 ¶ We have expanded our energy generation capacity through investment in green energy;  

 ¶ Today, 6.7 million Kenyans have been connected to electricity compared to 2.3 million in 

2013; 

 ¶ Security has been substantially improved throughout the country thanks to our strategic 

investment in police and military modernization; 

 ¶ Our tourism sector continues on a recovery path largely due to the improved security in the 

country and effective tourism promotion strategies; 
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 ¶ We have significantly eased the burden of medical expenditure. As a result, more Kenyans 

are accessing specialized treatment than ever before; 

 ¶ We have also made education more inclusive and sensitive to the countryôs skills demand 

by; (i) expanding the free education program to include free day secondary school 

education; (ii) introducing a new curriculum that focuses on nurturing talents;  and (iii) 

delivered new and upgraded technical training institutes across the country; and finally 

 ¶ More vulnerable Kenyans are benefiting from cash transfers, especially our senior citizens, 

orphans and vulnerable children, and persons with disabilities.   

Mr. Speaker, notwithstanding these significant achievements, we are aware that a lot remains to 

be done in order to decisively deal with the pressing challenges of unemployment, poverty and 

inequality that Kenyans continue to face. It is for this reason that H.E. the President has directed us 

to focus on four key strategic areas (under ñThe Big Fourò Plan) that will help create jobs and 

transform the lives of Kenyans.  

 Mr. Speaker,achieving these strategic objectives will require that we all pull in the same direction. 

It is in this context, that H.E. the President has urged us to put our differences aside, build bridges 

and focus on serving our people for a better Kenya. This is a profound and timely call, consistent 

with the unifying vision of our founding fathers. This has rekindled our sense of purpose and 

triggered a new sense of renewal. 

 Mr. Speaker,consistent with this vision, the Budget we present today is an opportunity to begin to 

walk this talk, and, more importantly, to boldly confront the challenges we face today of getting 

employment for our youth, improving the lives of our people and sharing the benefits of our 

 economic progress. Accordingly, the theme for this yearôs budget is:ñCreating jobs, 

 Transforming Lives and Sharing Prosperity.ò
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 Mr. Speaker,building a united nation in which every Kenyan has a decent living, access to 

economic opportunities and a chance to pursue their dreams, is the pressing challenge facing us 

as a nation and one that the Budget must speak to. All of us, therefore, must heed the Presidentôs 

call to boldly address the underlying challenges and work hard together in order to achieve our 

national aspirations.  

 Mr. Speaker,we must now seize the opportunity to accelerate our economic growth, create jobs 

for our youth, reduce poverty and share our prosperity. This is because: 

 ¶ We have a Government and a President who is fully committed to this resolve; 

 ¶ We have a favorable global economic and trading environment; 

 ¶ Our domestic economic outlook is bright; 

 ¶ We have a fiscal plan that supports growth, provides funds for our devolved government, 

while ensuring our debt remains sustainable; 

 ¶ Our exchange rate, interest rates and inflation outlook are stable; 

 ¶ We have development partners that are ready to provide both financial and non-financial 

support; 

 ¶ We have foreign investors knocking on our doors and eager to invest in our country; 

 ¶ We have creative and enthusiastic home-grown entrepreneurs ready to expand their 

opportunities; and above all 

 ¶ Our political environment has improved significantly over the recent months, thanks to the 

ñhandshakeò. 

 Mr. Speaker,in the Budget for FY 2018/19 that I will present shortly, we have balanced the need to 

provide resources to key priority areas to support the enablers and drivers of ñThe Big Fourò Plan 

and accelerate economic growth, while at the same time ensuring that our public debt remains on a 

sustainable path.  
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 Mr. Speaker,given the competing needs for our limited resources, we have had to make tough 

choices. We have curtailed resources going to lower-priority areas following the zero-based 

budgeting approach that we have adopted. This has enabled us to redirect these savings toward 

ñThe Big Fourò and their enablers, while continuing with pro-poor expenditures in health, education 

and protecting the vulnerable. We are clearly conscious of our limited fiscal space and we will be 

leveraging on the partnership between the private sector and the Government to deliver most of 

ñThe Big Fourò requirements. Overall, we have moderated our spending and ensured cautious 

revenue projections, so as to limit borrowing. Obviously, there are risks and spending pressures 

that we will need to manage prudently.  

Mr. Speaker, the rest of my Statement focuses on the economic context around which this budget 

is prepared and details of various strategies aimed at creating jobs and transforming the lives of 

Kenyans under ñThe Big Fourò Plan. Thereafter, I will broadly outline the fiscal policy and budget 

framework for the FY 2018/19 budget, together with tax proposals and priority expenditures as well 

as critical structural reforms that we intend to implement.  

 II. Recent Economic Developments and Outlook 

Mr. Speaker, we recently completed our Third Medium Term Plan (MTP III), which will guide us in 

achieving the Sustainable Development Goals (SDGs), as well as our Vision 2030 development 

objectives. Achieving our development agenda will require robust implementation of the policies 

and programmes outlined under the ñBig Fourò Plan. We need to do this by seizing the investment 

opportunities presented by the improving global and domestic environment.  

Global growth is projected to improve to 3.9 percent in 2018 and 2019, from 3.8 percent in 2017. 

This growth momentum is supported by a rebound in investments, trade and industrial production, 

coupled with strengthened business and consumer confidence.  
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Equally, Mr. Speaker, economic growth in sub-Saharan Africa, is recovering with growth projected 

at 3.4 percent in 2018, up from 2.8 percent in 2017. The improved global and regional economic 

outlook will benefit Kenyaôs exports further strengthening our growth prospects and more 

specifically our manufacturing industry. As you will recall, Mr. Speaker, Kenya recently ratified the 

African Continental Free Trade Area (AfCFTA). It is important that we take full advantage of this 

new trading frontier to further enhance Kenyaôs trade prospects in the region. 

Mr. Speaker, on the domestic front, we faced significant challenges last year, particularly the 

severe drought and the prolonged electioneering period. Despite these challenges, our economy 

remained resilient expanding by 4.9 percent in 2017 supported by strong public investment and 

macroeconomic stability. As a result, we generated an additional 898,000 new jobs in 2017, up 

from 833,000 jobs in 2016.  

Mr. Speaker, we project the economy to grow by at least 5.8 percent this year supported by 

growing investor confidence, improved agricultural activities bolstered by favorable weather, 

ongoing public investments and the improved demand for our exports due to improved global and 

regional growth. Over the medium-term, decisive implementation of ñThe Big Fourò Plan, should 

result in faster economic growth of at least 7.0 percent per year, which in turn should support job 

creation and reduce poverty among Kenyans.  

Mr. Speaker, despite the extremely difficult circumstances we faced as a country last year, we 

were able to preserve macroeconomic stability with inflation, interest rates and exchange rates 

remaining largely stable throughout 2017. This serves as a clear demonstration to domestic as well 

as foreign investors of our commitment to maintain macro-economic stability, which is key in 

enhancing investor confidence. We intend to sustain this commitment in the years to come.  

Mr. Speaker, we will continue to improve the environment for businesses to thrive, deal decisively 

with corruption and address the governance and performance challenges at our parastatals and 
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State-linked companies, as well as improve efficiency in our financial sector. All these measures 

will boost investments and create the much needed jobs.  

 III. Creating jobs, Transforming Lives and Sharing Prosperity ð òThe Big 

Fouró Plan 

Mr. Speaker, under ñThe Big Fourò Plan, we target to boost manufacturing activities, enhance food 

and nutrition security, achieve universal health coverage and support the construction of at least 

500,000 affordable houses by 2022. 

Manufacturing  

Mr. Speaker, on manufacturing, we plan to increase the contribution of the manufacturing sector to 

GDP to 15 percent by 2022 by adding between US Dollar 2 to 3 billion to our GDP. It is expected 

that this will increase manufacturing sector jobs by more than 800,000. 

Mr. Speaker, this will be achieved through establishing leather parks and textile industries in 

various parts of the country, reviving and transforming industries such as the blue economy and 

manufacturing of construction materials, and re-establishing the automobile industry which will 

make new vehicles more affordable. 

Mr. Speaker, we will target investors that are ready to invest in specific areas by providing tailor-

made incentives, some of which are in my tax proposals that I will outline later in this Statement.  

Already, one investor is setting base in Eldoret, benefiting from incentives offered under the Special 

Economic Zones (SEZ) Act. The Government will provide land in Naivasha for potential investors 

interested in setting up their activities in the SEZ to benefit from the SGR and cheap geothermal 

power generated nearby. We will also conclude the mode of financing the development of the 

Dongo Kundu SEZ in Mombasa, among others. 
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Mr. Speaker, we are taking actions to remove non-trade barriers within the East African 

Community (EAC) region. Together with other EAC Partner States we are working on the 

framework for the implementation of the EAC Non-Tariff Barriers Act, 2017. In addition, we have 

established an online reporting mechanism for non-tariff barriers.   

Further, we have embarked on the review of the Common External Tariff to enhance protection of 

industries in the region that is expected to be completed in the coming fiscal year. Meanwhile, we 

have stay of application on some of the sensitive products before completion of the review.  

Mr. Speaker, in order to reduce the cost of production for our manufacturers we have cut the cost 

of off-peak power by half and we plan to implement modalities of bringing the cost of energy to 

about US cents 9 per kilowatt hour for selected investors. We are reviewing work permits to 

accommodate expatriates whose skills support our development agenda. We will continue to 

expand infrastructure and land access targeting manufacturing zones. 

Mr. Speaker, illicit and counterfeit trade rob us of revenue to fund critical programmes and retard 

our progress towards industrialisation. To deal with this, our Multi-Agency Team, comprising of 

Kenya Bureau of Standards (KEBS), Kenyan Revenue Authority (KRA) and Anti-Counterfeit 

Agency are coordinating efforts to identify, seize and destroy counterfeit goods. Already, the actions 

taken have yielded results. 

Food and Nutrition Security 

On food security, Mr. Speaker, we plan to grow enough food to feed our people at affordable 

prices. Achieving this will require enhancing large-scale production by placing an additional 

700,000 acres of land through PPP and by promoting investments in post-harvest handling as well 

as adopting contract farming and other commercial off-taking arrangements, including supporting 

the development of agro parks or hubs to serve as a link to farmers and markets.  
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Mr. Speaker, we will also support smallholder farmers by upscaling crop and livestock insurance 

and promoting use of appropriate farming techniques, in addition to availing affordable credit 

facilities. 

Affordable Housing  

Mr. Speaker, access to adequate and affordable housing remains a key concern in Kenya. It is 

estimated that the countryôs urban centres face a shortage of 200,000 housing units annually and 

this shortage will rise to 300,000 units by the year 2020 on current policies. At the moment, only 

about 50,000 new housing units are being constructed every year. 

Mr. Speaker, every Kenyan has a right to decent shelter. To meet this requirement, we plan to 

increase the supply of affordable houses by partnering with the private sector to develop homes in 

serviced land. This will require reforms in property registrations, access to affordable financing and 

adoption of new low-cost building technologies, which we are prepared to undertake under ñThe 

Big Fourò Plan.  

Already Mr. Speaker, with a view to extending long term loans to financial institutions secured 

against mortgages, we have established the Kenya Mortgage Refinance Company (KMRC), which 

will be jointly owned by the Government, the private sector and select development partners. This 

company was incorporated in April 2018 and has started raising capital. 

Mr. Speaker, we have also developed a comprehensive housing package that will incentivize the 

private sector in the construction of low cost housing. This includes reduction of corporate tax rates 

to 15 percent for developers who construct at least 100 units per year. Additionally, we plan to 

establish a National Social Housing Development Fund and strengthen the National Housing 

Corporation (NHC) to take up more strategic roles in resource mobilization and management of 


