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The Problem? 

• We are still in the pandemic - 4th wave (Delta 

Variant) seems to be on a roll

• Very low rates of vaccination as yet but 

commendable uptake in the last couple of 

weeks 

• Clear limits on revenues and increasing 

demand on expenditure side 



The Trilemma 

• Governments across the world and especially 

in developing economies have a trilemma

1. Citizens need more services especially health 

and socio-economic support to avert greater 

crisis

2. Reached borrowing limits and citizens not 

keen for greater debt burden 

3. Tax revenues decline due to low economic 

activity and high recurrent spending



Fiscal Policy

• The arrangement of how government raises 

and spends tax revenues to keep the 

economy active and growing 

• Expansionary Fiscal Policy_in recession 

times

• Contractionary Fiscal Policy_in boom times

• Neutral Fiscal Policy_when in equilibrium 



Kenya’s Fiscal 
Framework

• Long term development planning and five 

year frameworks_KV2030, MTP III, Big Four 

or Post COVID ERS

• PPPs or private development financing 

• Kenya was already at the limits of higher 

expenditures than revenues 

• Fiscal deficit + Corruption is the twin cancer



COVID-19 Impact

• Is COVID to blame? Yes and no

• COVID only made a bad situation worse.

• Worsed a declining income situation and 

hence less tax. More demand for services 

while maintaining ongoing projects 

• Reduced fiscal space for all actors 



Strategies for 
Economic Recovery

• Recovery or survival?

• 8 point agenda by the president to invest in 

socio-economic recovery, health responses 

etc

• Employment creation for the masses through 

support for MSMEs

• KES. 3 Billion Credit Guarantee Scheme



What are others 
doing?

• USA provision of loans to small businesses and categorization of areas that can

resume business

• Portugal introduced EUR 3 billion in state-backed credit guarantees and a EUR

200 million credit line to support companies' treasury needs, with a credit line of

EUR 60 million available for micro-companies in the tourism sector

• Denmark and Hungary relaxed employment legislation to allow companies to

reduce employees' hours temporarily.

• Brazil has also opened a working capital loan line for small and medium-sized

firms of tourism and service sectors and the simplification and waiver of

documentation (CND) for credit renegotiation.

• Spain introduced a EUR 400 million credit line to most affected sectors such as

tourism and transport.



Is there credibility?

• Has the government raised and spent 

resources according to budget? 

• In a recent paper we find that it’s a NO. 

• Often we have lower than planned revenue 

and lower than planned expenditure: which 

services get sacrificed?

https://www.internationalbudget.org/wp-content/uploads/managing-covid-funds-kenya-paper.pdf


Revenue has been 
declining 



Higher than planned 
borrowing



Lower than planned 
spending



Closing Thoughts?

• Vaccinating a huge number of persons to 

create herd immunity is key to advancing 

economic activity 

• Fiscal Consolidation/Reducing deficit is the 

only way to a better fiscal space in Kenya 

• Address wasteful spending 

• Equitable distribution of economic gains
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