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DORB 
STALEMATE 

DORB 2019
Basis for 
Revenue 
Share

Fiscal 
Transfer 

Framework 
in Kenya 



CONSTITUTION REVENUE -SHARING 

Funding follows 
functions 

Revenue raised 
nationally shall 

be shared 
equitably 

among the 
national and 

county 
governments 

County 
governments 
may be given 

additional 
allocations 

from the 
national 

government’s 
share of the 

revenue, either 
conditionally or 
unconditionally 

Article 209 assigns tax powers to the two 
levels of government

Article 203(1) stipulates the criteria for 
equitable sharing of revenues.

Article 217 (1) mandates the Senate to 
determine, every five years, the basis for 
allocating among the counties the share of 
national revenue that is annually allocated 
to the county level of government
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❑Commission on Revenue Sharing: Article 216 (1)

❑The principal function of the Commission on Revenue Allocation is to make recommendations concerning the basis 

for the equitable sharing of revenue raised by the national government––

(a) between the national and county governments; and

(b) among the county governments. 

Parliament (Article 217(1):

❑Senate

❑National Assembly 



National interest;

Provision for public debt and other national obligations

Needs of the national government, determined by objective criteria;

Need to ensure that county governments are able to perform the functions allocated to 
them;

Fiscal capacity and efficiency of county governments;

Developmental and other needs of counties;

Economic disparities within and among counties and the need to remedy them;
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Article 203 of the Constitution assigns 
different—sometimes competing—
objectives to the equitable revenue 

sharing formula, e.g,:

The need to ensure that county 
governments are able to perform the 

functions allocated to them;

Economic disparities within and among 
counties and the need to remedy them;

To provide incentives for each county to 
optimise its capacity to raise revenue;

The allocation formula (implicitly 
or explicitly) needs to balance 
these competing objectives:

Not enough redistribution may 
cause political instability

Too much re-distribution may 
cause under-funding of areas that 
are Kenya’s engines of economic 

growth
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Jan 1 - CRA 
submits 

recommendations 
on Division of 

Revenue 

Feb 15- Budget 
Policy Statement 

submitted to 
Parliament; 
Division of 

Revenue and 
County Allocation 

of Revenue Bills 
go to Parliament; 

Debt 
Management 

Strategy Paper 
tabled at national 

level

April 30 - A 
Division of 

Revenue Bill –to 
divide the revenue 

raised by the 
National 

government 
among the 

national and 
county levels of 
government as 

per the 
constitution 

A County 
Allocation of 

Revenue Bill –to 
divide among 
counties the 

revenues 
allocated to the 
county level of 

government

Parliament shall 
consider the 
Division of 

Revenue and 
County Allocation 

of
Revenue Bills not 
later than thirty 

days after the Bills 
have been 

introduced with a
view to approving 

them, with or 
without 

amendments
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Each year Kenya’s 
Parliament 

(National Assembly 
and the Senate) 

must decide how 
national revenue 

will be shared 
between national 

and county 
governments. 

This discussion is 
informed by 

recommendations 
from the 

Commission on 
Revenue Allocation 

and the National 
Treasury. 

CRA must table its 
recommendations 

in parliament by the 
1st of January while 
National Treasury’s 
recommendations 

are contained in the 
Budget Policy 

Statement (BPS) 
that is tabled in the 
National Assembly 

on or before the 15th

of March each year. 

We will look at the 
recommendations 

made by both 
agencies on the 

equitable share and 
conditional grants.
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Over the last six years, a total of 
Kshs. 1.572,736trillion has been 

shared among county 
governments using two 

transitional bases. 

The first basis approved 
in November 2012 

shared Kshs. 956,736 
million for financial 

years 2013/14 to 
2016/17. 

The second basis 
was approved by 

Parliament in June 
2016 and used to 
share revenue for 

financial years 
2017/18 and 2018/19 
amounting to Kshs

616,000 million. 
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County Functions Actual Allocation

A. Devolved Functions 2017/18 2018/19

1 Health Services 86,151 90,768

2 Planning & Development 58,000 56,554

3 Agriculture, Livestock & Fish. 23,479 24,195

4
Culture, Public Entertainment & 

Amenities
3,596 3,858

5 Youth Affairs and Sports 5,202 5,582

6 Trade, Coop Dev. & Regulation 5,210 5,590

7 Roads &Transport 47,489 48,958

8 Lands, Housing & Public Works 6,778 7,275

9
Water, Natural Resources 

&Environmental
8,517 8,860

10 Pre-Primary Education 2,795 2,800

B. Sub Total Devolved Functions 247,217 254,441

11 New Structures CA/CE 54,783 59,559

C. Total Equitable Share 302,000 314,000

The transfer basis did

not delineate

allocations assigned

to the respective

objectives, posing a

challenge in

assessing the

adequacy of revenues

allocated to different

counties.

A revenue sharing

framework driven by

multiple objectives

should provide for

multiple transfer

framework.
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County Governments’ collective 

budget increased at a decreasing rate 

by:

25% in FY 2014/15; 

13% in FY 2015/16; and, 

9% in FY 2016/17. 

This trend may be indicative

of more realistic budgeting by the 

Counties. 

Actual spending continues to grow as 

well at a decreasing rate. 

52% In FY 2014/15, 

14% in FY 2015/16, and

8%  in FY 2016/17. 

In FY 2017/18, Counties’ actual 

spending was Ksh 303.8b, Ksh 15.2b 

below  FY 16/17  & 5% contraction. 
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THE DORB 2019 STALEMATE

What are the Implications? 
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Trends in Kenya's Total Public Debt (Ksh million)

2013 June 2014 June 2015 June 2016 June 2017 June 2018 June

Domestic Debt 1,050,555 1,284,327 1,420,444 1,815,133 2,112,710 2,478,835

External Debt 843,562 1,138,505 1,423,252 1,796,198 2,294,153 2,568,398.70

Grand Total 1,894,117 2,422,832 2,843,696 3,611,331 4,406,863 5,047,234
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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?
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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
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How sustainable is the Kenyan 
DEBT SITUATION?
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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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Revenue collection: there is need for stronger strategies to enhance revenue 
collection such as sealing tax loss loopholes and widening the tax base;

Re-negotiate debt repayment by stretching the debt tenure quantum.  

Although, the bulk of Kenya’s external public debt carries concessional terms, 
recent commercial borrowing entails significant repayment needs in in 2019 and 
2024 (2014 sovereign bond issuance). 

Expand our exports – to raise foreign currency  



THANK YOU
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