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Life can be pulled by goals just as surely as it can be pushed by 
drives… 

    ….Viktor E. Frankl, psychiatrist and holocaust survivor…. 
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Overarching  Issues  

Legal Framework on 
Public Debt 

Global and Kenya 
Public Debt Issues  



 Overarching Issues 
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 SDGs? 
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Plans and 
implementation 

Vi- 
sion 

Strategy 
Economic 

To maintain a 
sustained economic 
growth of 10% p.a. 
over the next  years 

Social 
A just and cohesive 

society enjoying 
equitable social 

development in a 
clean and secure 

environment 

Political 
An issue-based, 
people-centered, 

result-oriented, and 
accountable 

democratic political 
system 

Overarching Vision 
A globally competitive and prosperous 

nation with a high quality of life by 
2030 

National Strategic Visioning – SDGs 
Compliant?  
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 Legal Provisions on Public Debt 
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Constitution of Kenya, 2010   
• Article 201: Principles of Public Finance – Equity around debt management and shall be 

applied exclusively for funding development expenditure; 

• Article 211: Debt – Circumstances, reporting in respect of loan balances, use and 
provision for servicing the loan; 

• Article 212: County borrows only if guaranteed by NG and with CA approval 

• Article 214: Debt is a charge on Consolidated Fund is cumulative reporting must be on all 
financial obligations – including guarantees issued. 

PFM Act, 2012 
 

• Section 15: Fiscal Responsibility Principles – Debt shall not exceed limits set over the 
medium term period and at sustainable levels as provided for in DMSP approved by 
Parliament; 

• Section 31: CS of the NT to provide accountability reports on debt to National Assembly. 

• Section 33: National Treasury to present DMSP to parliament by 15th February; 

• Section 38: Budget estimates to provide projected debt to bridge funding gaps in budgets. 

• Section 51: Charge to debt of NG agencies only if guaranteed  

• Section 55: Establishes office of the Registrat of Govt Securities under PDMO; 
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   Public debt portfolio is large and may pose substantial risk to the government’s 
balance sheet and the country’s financial stability – 57% of GDP as of June 2014; 
 
   If not managed prudently, poses risk to the budget and can lead to risk of default 
and large economic losses – PIGS+1 of Europe 
 
 Poor debt management practices can pose the following: 

(i) undermine investor sentiment and spark financial instability 
 
(i) increases a country’s susceptibility to crisis – vulnerability increases with  

high debt levels. 
 Good debt management makes countries less susceptible to financial crises  
 

  Debt management is not a substitute for sound fiscal, monetary, 
and exchange rate policies 

 
 
 
 



 Global Scenarios 
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 Global Benchmarks 

 
 
50 per cent of global 
debt held by US, 
China and Japan. 
What then, make 
these nations the 
world strongest 
economies, in spite 
of the astronomical 
levels of 
indebtedness – Japan 
at 229% debt/GDP 
ratio? 

 



Comparative Debt/DGP Ratios 

Country 
Debt/GDP 2016 

Japan                                              229.3                                            

Greece 180.18                                            

Lebanon                                          152.29                                            

Italy                                         133.02                                            

Cabo Verde                                          128.75                                            

Eritrea                                            127.42                                             

Portugal                                     125.72 

Republic of Congo                                         117.7                                             

Buhtan                                      112.83                                             

Gambia 112.68                                             

Singapore                                             110.58                                             

United Stated of 

America 

105 

Kenya                                         55.2                                            

Kazakhastan 17.37                                             

Russia                                     17.35                                         

Saudi Arabia                                          17.01                                             

DRC                                           16.99                                             

Botswana 15.45                                             

Uzbekistan                                       14.14                                             

Solomon Islands                                            10 .04                                            

Estonia                                            8.71                                             

Afghanistan                                       7.64                                              



Comparative Debt/DGP Ratios 

Country  

Debt/GDP - 2017 

Kenya                                              
 57.10                                          

Burundi                                            
 37.20                                             

Tanzania                                           
 37.40                                             

Uganda                                             
 38.60                                             

Rwanda                                             40.20 

                                       

South Sudan 
66.34 



 The Kenyan Economic Picture 
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Kenyan Macro Economic Environment 

 
 

 
 
 
 

 
 



Debt/GDP Analysis – the Kenyan Case 
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National Budget Trends 

 
 

 
 
 
 

 
 



Overall Revenue Performance 

 
 

 
 
 
 

 
 



Overall Revenue Performance 

 
 

 
 
 
 

 
 



 The Debt Issues – Is Kenya’s Debt Level 
Sustainable? 
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Debt Service Costs 

 

 

 

 

 

 

How sustainable is the Kenyan 
DEBT SITUATION? 
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Debt Service Costs 

Source: National Treasury –  Statistical Annex to Budget 2017 
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Debt Service Costs as  a percentage 
of Govt Revenues  

Source: National Treasury – Statistical Annex to Budget 2017 
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 Are all government debt stocks appropriately costed? 
 Have proceeds from debt been applied in full compliance with the law? 

 
 Are we running on appropriate tenures? 
 Have we struck an appropriate mix between domestic and external debt 

stocks? 
 How complete and comprehensive in reporting is the national debt register? 

 
 In all these, the fundamental question what lessons can we borrow from 

Japan to better out debt management strategy? 
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 The main objective of public debt management is to ensure that the 
government’s financing needs and its payment obligations are met at the 
lowest possible cost over the medium to long run, consistent with a prudent 
degree of risk. 

 
 PDMO, fiscal policy advisers at the National Treasury, and the Central 

Bank should share an understanding of the objectives of debt management, 
fiscal, and monetary policies given the interdependencies between their 
different policy  instruments. PDMO must convey to fiscal authorities their 
views on the costs and risks associated with government financing 
requirements and debt levels. 

 
 Transparency and accountability key to effectiveness of debt as a financing 

option in public finance. 
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 Transparency and accountability key to effectiveness of debt as a financing 
option in public finance through: 

 

 Open process for formulating and reporting debt management policies  

 Public availability of information on debt management policies and overall 
national debt book;  

 Accountability and assurances of integrity by agencies responsible for debt 
management – Is Parliament exercising adequate oversight? 

 

 Japan US Model against the Kenyan DMS – negotiate concessional 
rates and longer loans  
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Finally…. It is your turn to be HEARD!! 
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