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LEGAL BASIS

-

The Kisii County Fiscal Strategy Paper is prepared in accordance with Section 117 of the
Public Finance Management Act, 2012. The law states that:—

1) The County Treasury shall prepare and submit to the County Executive Committee the
County Fiscal Strategy Paper for approval and the County Treasury shall submit the approved
Fiscal Strategy Paper to the County Assembly by the 28" February of each year;

2.) The County Treasury shall align its County Fiscal Strategy Paper with the national
objectives in the Budget Policy Statement.

3.) In preparing the Fiscal Strategy Paper, the County Treasury shall specify the broad
strategic priorities and policy goals that will guide the county government in preparing its
budget for the coming financial year and over the medium term;

4.) The County Treasury shall include in its County Fiscal Strategy Paper the financial
outlook with respect to county government revenues, expenditures and borrowing for the
coming financial year and over the medium term;

5.) In preparing the County Fiscal Strategy Paper, the County Treasury shall seek and take
into account the views of-

(@) The Commission on Revenue Allocation;

(b) The public;

(c) Any interested persons or groups; and

(d) Any other forum that is established by legislation.

6.) Not later than fourteen days after submitting the County Fiscal Strategy Paper to the
county assembly, the county assembly shall consider and may adopt it with or without
amendments.

7.) The County Treasury shall consider any recommendations made by the county assembly
when finalizing the budget proposal for the financial year concerned.

4 4
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FISCAL RESPONSIBILITY PRINCIPLES

/

In line with the Constitution, the Public Finance Management Act, 2012, sets out the fiscal
responsibility principles to ensure prudent and transparent management of public resources. The
PFM Act (Section 107) (2) which states that:

(@) The county government’s recurrent expenditure shall not exceed the county
government’s total revenue;

(b) Over the medium term a minimum of thirty percent of the County Government’s
budget shall be allocated to the development;

(c) the County Government’s expenditure on wages and benefits for its public officers
shall not exceed a percentage of the County Government’s total revenue as
prescribed by the County Executive Member for finance in regulations and
approved by the County Assembly;

(d) over the medium term, the government’s borrowings shall be used only for the
purpose of financing development expenditure and not for recurrent expenditure;

(e) The county debt shall be maintained at a sustainable level as approved by County

Assembly.
(f) and the Fiscal risks shall be managed prudently; and
(g) A reasonable degree of predictability with respect to the level of tax rates and tax
bases shall be maintained, taking into account any tax reforms that may be made in
the future. And sub-sections
(3) Which states that for the purpose of sub section (2) (d), short term borrowing shall be
restricted to management of cash flows and shall not exceed five percent of the most recent
audited county government revenue?
(4) Every County Government shall ensure that its level of debt at any particular time does not
exceed a percentage of its annual revenue specified in respect of each financial year by a

resolution of the County Assembly.

(RY The reniilatinne mav add tn the lict nf ficral reennncihilitv nrincinlec cat At in cith-certinn (2

4 4
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FOREWORD
The development of the County Fiscal Strategy Paper (CFSP) is one of the key stages in
the budget preparation cycle. This is an annual planning document that elaborates the
various fiscal strategies that the County Government will employ to attain its sole
objective of improved quality of life for its citizens. It sets out the county policy goals
and strategic priorities that will form the basis for county’s budget formulation for the
Financial Year 2026/2027 and the Medium-Term projections.

Preparation of this document has been done through a collaborative effort and therefore
reflects the needs of the people of Kisii County. The Paper has been aligned to key
National and County policy documents which include and not limited to; the Kenya
Vision 2030, MTP IV 2023-2027, the Bottom-Up Economic Transformation Agenda
(BETA), Kisii County Integrated Development Plan (CIDP 2023 - 2027) and the County
Annual Development Plan (CADP 2026/2027). The priorities outlined in this paper form
key linkage between the county planning policies and the budget process and forms the
basis for the formulation of 2026/2027 FY budget estimate.

Given the constrained fiscal space, prioritization of expenditure will remain essential.
County Departments and Agencies, together with Sector Working Groups (SWGs), will
be required to re-examine all existing and proposed programmes, eliminate low-impact
activities, and ensure that resource allocation focuses on high-priority, high-return
interventions that drive inclusive growth, create jobs and strengthen resilience.

Considering the above fiscal consolidation plan, the expenditure ceilings in this County
Fiscal Strategy Paper have been revised to reflect emerging realities. In this regard, all
proposed departmental budgets for FY 2026/27 will be scrutinized to ensure quality and
alignment to the County Government Development Agenda as outlined in the Annual
Development Plan and other strategic interventions of county interest. I therefore, call
upon all County departments to adhere to the hard sector ceilings, and the strict
deadlines provided in this document to facilitate the finalization of the FY 2026/27 and
the medium-term budget proposals.

RICHARD ATANDI
COUNTY EXECUTIVE COMMITTEE MEMBER,

FINANCE, ECONOMIC PLANNING AND ICT
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CHAPTER ONE
1. INTRODUCTION AND BACKGROUND INFORMATION
1.1 Overview

1. The Fiscal Strategy Paper (FSP) for FY 2026/2027 outlines the broad strategic
priorities and policy objectives that will guide the County Government in the
preparation of the County budget for the Financial Year 2026/2027 and the medium-
term period. The Paper provides a framework for aligning development priorities with
available resources while promoting fiscal sustainability and inclusive economic
growth.

2. The FSP reviews the performance of the FY 2025/2026 budget up to 31st
December 2025, covering the first two quarters of the financial year. This assessment
forms the basis for projecting the County Government’s revenue and expenditure
outlook for FY 2026/2027 and the medium term. The analysis enables the County to
identify emerging fiscal trends, risks, and opportunities to inform realistic and credible
budget planning.

3. The County priorities outlined in this Paper shall guide the formulation of the FY
2026/2027 budget and the Medium-Term Expenditure Framework. The fiscal
framework is anchored on the principles of public finance and fiscal responsibility as
provided for in the Constitution of Kenya and the Public Finance Management Act,
2012. In particular, the FSP emphasizes adherence to the recommended 30:70 ratio
between recurrent and development expenditure. Financing of the proposed
programmes will be drawn from the equitable share of national revenue, Own Source
Revenue (OSR), conditional allocations from the National Government, and
development partner support in the form of grants and loans.

4. Overall, this FSP covers a review of fiscal performance for the first two quarters
of FY 2025/2026, recent economic developments and the medium-term economic
outlook, strategic priorities and policy interventions for FY 2026/2027 as outlined in the
Annual Development Plan, and the County’s fiscal and budget framework, including
the Medium-Term Expenditure Framework. These priorities are aligned with the
County Integrated Development Plan (CIDP) 2023-2027.

5. The strategic priorities identified in this Paper are consistent with those set out in
the FY 2026/2027 Annual Development Plan and include: wealth creation, social
development, enablers and ICT, environmental conservation, and devolution and
governance.
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6. The focus of this FSP and the medium-term plan is to expand and maintain road
and ICT infrastructure across the County, improve connectivity and access to markets,
increase employment and investment opportunities through infrastructure
development in municipalities and other urban areas, expand health infrastructure,
strengthen environmental mitigation and climate adaptation measures, enhance water
reticulation, and improve governance and service delivery.

7. This Fiscal Strategy Paper further articulates the economic policies, structural
reforms, and sector-based expenditure programmes that the County Government will
implement in pursuit of its development agenda. It emphasizes a continued reallocation
of resources towards programmes that promote development, wealth creation, and
employment, while ensuring sustained fiscal discipline and value for money.

8. The fiscal framework proposed in this Paper calls for enhanced expenditure
control and closer alignment of resources to strategic priority areas. County
departments will be required to focus on their core mandates and identify alternative
financing options to supplement county funding of priority projects and programmes.
In addition, the County Government will continue to create an enabling environment
for private sector participation through Public-Private Partnerships (PPPs),

1.2 Objective

9. The FY 2026/2027 Fiscal Strategy Paper (FSP) provides the structured foundation
for the County’s budget, bridging the gap between high-level development priorities
and actual resource allocation. In compliance with Section 117 of the PFM Act (2012),
the County Treasury submits this document by February 28 to anchor the budget
process in realistic revenue projections and sound fiscal principles. By defining clear
expenditure limits and assessing macroeconomic risks, the FSP ensures that all
departmental estimates remain strictly aligned with the County Integrated
Development Plan (CIDP), fostering a culture of efficiency and accountability in the
medium term. This Fiscal Strategy Paper contains the following:

e The principles that will guide the 2026/2027 budgetary process;

e The broad fiscal parameters for the 2026/2027 budget and the key strategies
and policies for management of revenues and expenditures;

e The broad strategic priorities and policy goals that will guide the preparation
of the budget over the medium term;

e A discussion of risks to the budget parameters and budget strategies;
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e The medium-term outlook for County Government revenues and
expenditures;

e A discussion of how the budget strategies relates to the County priorities as
drawn from the County Integrated Development Plan (CIDP); and

e A framework for the preparation of departmental forward budget estimates
and the development of detailed budget policies.

1.3 Outline of the 2026/27 Fiscal Strategy Paper

10.  This Paper is presented in four Chapters. Chapter One provides the overview
and objectives, while Chapter Two outlines the economic context within which the
2026/2027 budget will be prepared. It also presents an overview of the recent economic
developments and the macroeconomic outlook and risks.

11.  Chapter Three details the Fiscal Policy and Budget Framework that will support
planned county development over the medium term through the identified County
priorities.

12.  Chapter Four presents the resource envelope and spending priorities for the
proposed FY 2026/2027 budget and medium term.
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CHAPTER TWO

2.0 RECENT ECONOMIC DEVELOPMENT AND MEDIUM-TERM OUTLOOK
13.  This section highlights the latest performance of Kenya’s economy and the key
macroeconomic trends shaping the country’s medium-term prospects.

2.1 Overview

14.  Global growth is expected to reach 3.2 percent in 2025 before dipping to 3.1
percent in 2026, primarily due to the fading impact of front-loaded exports and rising
trade-policy uncertainty. Within this context, emerging markets and developing
economies are projected to maintain steady growth of 4.1 percent in 2025 and 4.0
percent in 2026, supported by resilient demand in South Asia and the Middle East
despite a softening Chinese economy. Sub-Saharan Africa presents a more favorable
outlook, with growth expected to accelerate from 4.1 percent in 2025 to 4.4 percent in
2026, driven by macroeconomic stabilization, increased private investment, and
ongoing economic reforms.

15.  Despite these pockets of resilience, the 2026 Budget Policy Statement (BPS)
identifies critical risks that could disrupt the global growth trajectory, including
heightened geopolitical tensions, tighter global financial conditions, and trade-policy
uncertainty. Furthermore, the BPS warns that rising trade restrictions and a general
weakness in global demand may further impede export growth and cross-border
commerce, necessitating sustained coordination between monetary and fiscal policies to
shield the domestic economy from these adverse international developments.

2.2 Recent Economic Development

16.  Domestically, Kenya’s economy continues to outperform regional averages.
Following a growth of 4.7% in 2024, the economy is projected to expand by 5.3% in both
2025 and 2026. This momentum is driven by a robust agricultural sector —which grew
by 5.0% in the second quarter of 2025—and continued dynamism in the services sector
as well as a diversified economic base and deliberate government policies under the
Bottom-Up Economic Transformation Agenda (BETA).

2.2.1 GDP Growth and Sectoral Performance

17.  The Kenyan economy demonstrated steady resilience by recording a growth of
4.7 percent in 2024, a momentum that further accelerated during the first half of 2025 as
growth reached 4.9 percent in the first quarter and 5.0 percent in the second quarter.
Looking ahead, real GDP is projected to grow by 5.3 percent in both 2025 and 2026, as
well as over the medium term.
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18.  This upward trajectory was primarily anchored by a robust agricultural sector,
which capitalized on favorable weather conditions and targeted government
interventions, such as the fertilizer subsidy program, to significantly boost productivity
and achieve a 95 percent surge in maize production between 2022 and 2024.
Simultaneously, the industrial sector experienced a steady recovery supported by
easing production costs and a more stable exchange rate environment.

19. In contrast, the services sector maintained its dynamism through strong
performances in finance, ICT, trade, and tourism. Furthermore, the medium-term
outlook is reinforced by the structured implementation of the five BETA pillars—
spanning agriculture, MSMEs, housing, healthcare, and the digital superhighway —all
supported by a stable macroeconomic environment that keeps inflation within the
preferred 5+2.5 percent target range.

20.  Overall, Kenya's real Gross Domestic Product (GDP) grew by 5.6% in 2023, up
from a revised growth of 4.9% in 2022 as per the Economic Survey 2024. According to
the Draft 2026 Budget Policy Statement (BPS), Kenya's real Gross Domestic Product
(GDP) grew by 4.7 percent in 2024, demonstrating resilience despite a challenging
global context. This growth momentum accelerated in the first half of 2025, with the
economy expanding by 4.9 percent in the first quarter and 5.0 percent in the second
quarter. For the full years of 2025 and 2026, the economy is projected to rebound and
stabilize at a growth rate of 5.3 percent, bolstered by favourable weather conditions,
improved agricultural productivity, climate-smart investments, and sustained
implementation of BETA interventions.

Figure 2.1 presents the annual growth rate trend from 2018 to 2024 and projections for
2025 and 2026.
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Figure 2. 1: Annual Real GDP growth rates from 2018-2024
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2.2.2 Gross County Performance (Gross Value Addition & Gross County Product)
and Contribution to GDP

21.  The Gross County Product (GCP) 2024 report highlights the economic
contributions of Kenya’s counties. Economic activity in Kenya remains highly
concentrated in a few urban and commercial hubs. In 2024, Nairobi City County
dominated national output with a 27.4 percent share of Gross Value Added (GVA). It
was followed by Kiambu (5.5%), Nakuru (5.2%), and Mombasa (4.8%). Collectively,
these four counties accounted for 42.9 percent of the national GVA, while the vast
majority of counties individually contributed less than 2 percent.

22.  The agricultural sector, contributing 21.6% of GDP, remains a major driver of
county economies. Meru, Nakuru, Nyandarua, Murang’a, and Kiambu lead in diverse
agricultural production, while Murang’a, Nandi, Kisii, Kericho, and Kiambu dominate
tea farming. Bungoma, Narok, Trans Nzoia, and Uasin Gishu are major grain
producers, contributing 15.9% to agricultural GVA. Fishing activities in Homa Bay,
Kisumu, Siaya, Mombasa, and Marsabit account for 6.5% of agricultural GVA.

23.  Agriculture remains the mainstay of most rural county economies, though its
contribution varies significantly by region. Counties leading in diverse agricultural
output include Meru, Nakuru, Nyandarua, Murang’a, and Kiambu. While industrial
activities are concentrated in five main counties (accounting for over 60% of
manufacturing GVA), agriculture is the primary driver in high-potential rural areas.
Between 2020 and 2024, the national average GVA growth was 4.5 percent, with
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counties like Tana River (8.4%) and Isiolo (7.9%) recording the highest growth rates,
often driven by a rebound in agricultural and climatic stabilization.

24.  Agriculture remains the cornerstone of Kisii County’s economy and the primary
source of livelihood. In 2024, the Gross County Product (GCP) rose to KSh 287.47
billion, up from KSh 265.37 billion in 2023. While the majority of the population earns
from agriculture, a 28.1 percent home ownership rate reflects a shifting rural-urban
tenure system. Growth in the service, retail, healthcare, and education sectors suggests
strong potential for economic diversification. However, the manufacturing sector’s low
contribution highlights a major opportunity for investment in agro-processing to add
value to local produce and drive further economic expansion.

25.  According to the Gross County Product (GCP) 2025 report, agriculture remains
the primary driver of rural economies, contributing approximately 21 percent to the
national GDP. However, production is highly concentrated, with the top five high-
potential counties in the Rift Valley and Central regions producing nearly 25 percent of
the total agricultural output. In contrast, 25 counties contribute less than 2 percent each.
This uneven distribution underscores a critical need for targeted investment in value
addition and modern farming techniques to boost productivity in underperforming
regions.

26.  In terms of performance, Meru leads the nation with a 6.8 percent share through
diversified tea and macadamia production, followed closely by the food-security hubs
of Nakuru (5.5%) and Nyandarua (5.1%), which dominate the grain, potato, and dairy
sub-sectors. In Central Kenya, Murang’a (4.6%) and Kiambu (4.3%) anchor the export
economy via tea, coffee, and pineapples, while the North Rift and Western regions
remain the country's primary grain baskets through Bungoma (3.9%), Uasin Gishu
(3.7%), and Nandi (3.4%).

27.  Kisii County maintains a steady 2.0 percent share of the agricultural GVA,
positioning it as a vital regional contributor despite falling slightly below the national
average. Its economy is intensely driven by smallholder productivity in tea, bananas,
and dairy farming, which collectively employ over 70 percent of the local workforce.
While the top five agricultural counties contribute nearly a quarter of the total national
output, Kisii represents a critical model of high-density rural production that remains
essential for regional food security and poverty reduction under the Bottom-Up
Economic Transformation Agenda (BETA). Figure 2.2 highlights this performance.

Figure 2.2: Average County Share of Agriculture, Forestry and Fishing GVA, 2020-2024

Kisii County Fiscal Strategy Paper 2026 Page 7



Average GVA Share (26)
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28.  Other noteworthy indicators are employment and poverty rate. On employment,
the GCP 2025 report indicates that of the total population projected at 1,392,000 for Kisii
County in 2025, approximately 597,082 individuals were employed (272,076 Female;
325,006 Male).

29.  On poverty rates, Nationally, the individual poverty headcount rate stands at
39.8 percent, with rural areas (42.9%) experiencing higher rates than urban centers
(33.2%). The GCP per capita for Kenya averaged KSh 309,460 in 2024, a benchmark that
counties like Nairobi and Nakuru exceeded due to diversified economic bases. For Kisii
County, poverty rates have declined from 41.7% in 2015/16 to 41.1% in 2019, 43.9% in
2020,37.2% in 2021, and to 32.9% in 2022. Notably, Kisii's poverty levels are now lower
than the national average of 39.8% and the rural national average of 42.9%, reflecting
successful economic stabilization driven by a robust agricultural sector and the
implementation of BETA-aligned reforms.

2.2.3 Lake Region Economic Bloc (LREB)
30. Based on the Gross County Product (GCP) 2025 report, the Lake Region
Economic Bloc (LREB) remains a vital economic zone in Kenya, with its collective
output driven by a blend of urban services, regional trade, and intensive agriculture.
The bloc is characterized by a high degree of economic diversity, ranging from major
commercial cities like Kisumu to agricultural powerhouses like Bungoma and
Kakamega. Kisumu County maintains its position as the economic anchor of the bloc,
driven by its status as a regional transportation hub and service center, with a nominal
GCP of KSh 370.85 billion in 2024. Kisii County maintains a steady contribution to the
national economy, with its nominal GCP growing consistently from KSh 198.25 billion
in 2020 to KSh 287.47 billion in 2024. Bungoma (KSh 305.3 billion) and Kakamega (KSh
316.4 billion) also represent significant economies within the bloc as of 2024.
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Figure 2. 2: LREB county shares of the GCP for 2024
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2.3 Inflation rates

31. Inflation Based on the Draft 2026 Budget Policy Statement (BPS) and the latest
KNBS Consumer Price Index (CPI) reports, Kenya’s inflation has successfully stabilized
within the target range of 5.0 = 2.5 percent over the 2024-2025 period as illustrated in
Figure 2.3.

32.  Throughout 2024 and 2025, the economy transitioned from high inflationary
pressures to a period of relative price stability. This was primarily driven by a
significant rebound in agricultural productivity, which cooled food prices —the largest
component of the CPI basket. Additionally, the stabilization of the Kenya Shilling
against major currencies helped lower fuel and electricity costs, further anchoring
overall inflation below the 5.0 percent midpoint for most of 2025. This stability is crucial
for Kisii, where agriculture productivity affects household purchasing power. Lower
inflation supports affordable farm inputs and consumer goods, benefiting households
and farmers (Figure 2.3).

Figure 2. 3: Overall Month-on-Month inflation rate Oct 2020-Oct 2025
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2.4 Kenya Shilling Exchange Rate

33.  In 2025, the Kenya Shilling maintained the stability achieved during its
significant recovery in 2024. After appreciating by approximately 19.0% against the U.S.
Dollar in 2024 (moving from Ksh 159.7 in January to Ksh 129.4 in December), the
currency remained largely unchanged through 2025. By December 2025, the exchange
rate against the U.S. Dollar averaged Ksh 129.03, reflecting a marginal year-on-year
appreciation of 0.01%. This stability was supported by robust foreign exchange
reserves, which were bolstered by an upgrade in Kenya’s sovereign credit rating to 'B'
by S&P Global in August 2025, as well as strong inflows from diaspora remittances and
tea exports. The exchange rate performance for this period has been highlighted in
Table 2.1.

Table 2. 1: Kenya Shillings Exchange Rate 2024

Jan-24 159.7 174.3 202.9
Dec-24 129.4 135.6 163.6
Dec-25 129 154.4 177.8

Source: National Treasury, 2026 Draft Budget policy statement

2.5 Interest rates

34.  Interest rates entered a decisive downward cycle in 2025 as the Central Bank of
Kenya (CBK) eased monetary policy in response to low inflation. The Central Bank Rate
(CBR) was progressively lowered from its peak of 13.0% in August 2024 to 9.0% by
December 2025. The 91-day Treasury Bill rate, which stood at 15.7% in December 2023
and declined to 10.0% by December 2024, fell further to 7.7% by December 2025. The
average interbank rate tapered to 9.9% in 2025 compared to 13.0% in 2024, consistently
tracking the lower CBR corridor (Table 2.2).

Table 2. 2: Short Term Interest Rates, Percent

Central Bank Rate 12.50%  13.00% 9.00% Systematic easing as inflation stabilized.

(CBR)

91-Day Treasury Bill = 15.70%  10.00% 7.70% | Significant decline reflecting improved liquidity.
Interbank Rate 11.70%  11.40% 9.90% Maintained within the CBR corridor (+150 bps).
Avg. Lending Rate 14.60% = 17.20% 14.90% @ Peaked in late 2024; declined with policy easing.
Avg. Deposit Rate 10.10%  10.40% 7.30% Softened as investable funds became less costly.
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Source: National Treasury, 2026 Draft Budget policy statement

2.6 Monetary, Fiscal, and Credit Developments

35. Based on the Draft 2026 Budget Policy Statement (BPS), the following is a
summary of Kenya's economic developments across fiscal, monetary, and credit sectors
that also shape the macroeconomic landscape of Kisii County by a transition from high-
cost credit to a more production-oriented growth model.

2.6.1 Commercial Bank Lending and Access to Credit

36. In late 2025, commercial bank lending in Kenya is shifting toward a more
accommodative stance as the Central Bank Rate (CBR) was reduced to 9.0% following
nine consecutive cuts, signaling an end to the high-cost fund era and lowering average
lending rates to approximately 14.9%. This pivot is supported by a decline in
government security yields (with 91-day T-bills dropping toward 9%), which has
reduced the "crowding out" effect and encouraged banks to pivot their lending focus
back to the private sector and MSMEs to maintain margins. Furthermore, the narrowing
of interest rate spreads and the upcoming full implementation of the Risk-Based Credit
pricing model by March 2026 are expected to enhance transparency and improve policy
transmission (Figure 2.4).

37. However, access to credit remains tempered by persistent asset quality concerns,
as non-performing loan (NPL) ratios remained elevated with the banking sector
entering late 2025 with elevated Non-Performing Loans ratios (around 16.5%-17.6%),
keeping lenders cautious despite the more favorable interest rate environment. For
instance, even with lower rates, banks remain hesitant to lend to "high-risk" sectors like
construction or small-scale trade. Many banks are waiting for the full rollout of the
Risk-Based Credit Pricing model (targeted for March 2026) before they fully open the
credit taps. (Figure 2.4).

38.  These trends have direct implications for local businesses and households in Kisii
County, affecting borrowing costs for small enterprises, agricultural investors, and
residents seeking credit, while influencing the county’s overall investment climate.

Kisii County Fiscal Strategy Paper 2026 Page 11



Figure 2. 4: Commercial Bank Rates
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2.6.2 Growth-Supportive Fiscal Consolidation
39.  The fiscal strategy for FY 2026/27 aligns with the Draft Budget Policy Statement

(BPS) 2026, focusing on three core pillars: revenue sustainability, expenditure efficiency,
and strategic investment management.

40.  The National Treasury is broadening the tax base through aggressive tax policy
and administrative reforms. By leveraging technology and modernizing operations, the
government aims to secure sustainable domestic revenue. For Kisii County, these
national improvements—paired with local digitalization—have resulted in more
predictable funding, allowing for the steady implementation of CIDP targets in health,
infrastructure, and other sectors while ensuring timely payments to suppliers in
FY2025-26 and the County hopes to enhance this even more.

41.  The Budget Policy Statement (BPS) for FY 2026/27 emphasizes the full
implementation of Zero-Based Budgeting, requiring Ministries and Agencies to focus
resources on high-impact programs while eliminating low-impact activities. For Kisii
County, this will ensure systematic prioritization and redirecting efficiency gains into
"life-line" projects such as rural road maintenance for market access, health facility
upgrades, stabilized pharmaceutical supply chains, and targeted water and agricultural
support. This approach ensures that public funds are not just spent on low-impact
projects, but strategically invested in high-return sectors to generate tangible
development outcomes across all 45 wards.
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42.  To eliminate the wastage associated with stalled projects, the government has
rolled out the Public Investment Management Information System (PIMIS). The policy
strictly mandates that ongoing projects must be completed before new ones are
initiated. This has enhanced oversight in Kisii, particularly for ward-level health
renovations and road improvement works, ensuring every shilling generates tangible
value.

43.  To reduce the fiscal burden on limited public coffers, the National Government is
expanding Public-Private Partnerships (PPPs) scope and has approved the National
Infrastructure Fund. This framework is beneficial since it invites private investment into
Kisii's key sectors—specifically energy, health, and education—accelerating
development timelines without further straining the county's direct resource envelope.

2.6.3 Monetary Policy and Financial Stability

44,  The Central Bank of Kenya's (CBK) monetary policy measures aimed at
maintaining macroeconomic stability have significantly influenced Kisii County’s
economy and development trajectory.

2.6.3.1 Inflation Management and Household Welfare

45.  Inflation has remained within the CBK target of 5+2.5%, supported by stable
food and fuel prices. As of October 2025, inflation stood at 4.6%, ensuring households in
Kisii County experienced price stability and preserved purchasing power. This stability
has enabled farmers, traders, and informal sector workers to maintain real consumption
and modest savings. Local businesses have also benefited from predictable costs,
improving operational planning and investment decisions.

2.6.3.2 Broad Money Supply and Credit Flows

46.  According to the June 2025 CBK Monetary Policy Statement, broad money
supply (M3) grew by 7.5%, reversing the late-2024 contraction. Increased deposits and
net domestic assets have improved liquidity for lending. In Kisii County, this has
supported credit flows to households and local businesses, making savings,
investments, and transactions more accessible through the formal banking sector.

2.6.3.3 Private Sector Credit Growth and Credit Inflows

47, Private sector credit, which contracted in late 2024, turned positive in 2025 due to
easing lending rates and improved liquidity. According to the Draft BPS 2026, private
sector credit in Kenya rebounded to reach record levels in 2025, with total lending
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expanding year-on-year and reflecting increased demand for loans across sectors such
as construction, manufacturing, trade, and consumer durables. This shift marked the
first sustained upswing in private credit growth since early 2022, indicating that
monetary easing and broader financial stability measures were beginning to translate
into enhanced access to finance for businesses.

48. In Kisii County, this has translated into greater access to financing for SMEs,
farmers, and agribusinesses. Reductions in the policy rate from 10.75% to around 9.75%
have lowered borrowing costs, encouraging investment in agro-processing, retail,
service sectors, and value addition to local produce, retail expansion, and service
delivery. These credit inflows have not only sustained working capital needs for
enterprises but have also supported investment in equipment, inputs, and technology
upgrades, contributing to job creation and economic diversification in the county.
Figure 2.5 highlights year-on-year private credit flows from November 2022 to
November 2024 (Figure 2.5).

Figure 2. 5: Private Sector Credit
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49.  The Monthly (month-on-month) credit flows to the private sector improved to
KSh 79.4 billion in September 2025 from KSh 13.0 billion in September 2024. This is due
to the easing of the monetary policy stance to lower the cost of funds for banks.
Sustained demand, particularly for working capital due to resilient economic activities
and the implementation of the Credit Guarantee Scheme for the vulnerable MSMEs will
continue to support private sector credit uptake.
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2.6.3.4 Monetary Policy Easing and Local Investment Climate

50.  CBK’s progressive easing of the Central Bank Rate (CBR) has stimulated private
sector borrowing. Kisii County has benefited from a more favorable investment climate,
particularly for youth and women entrepreneurs. Cheaper credit has enabled the
expansion of local enterprises, start-ups, and trade, transport, agribusiness, and
education services, unlocking development opportunities at the county level.

2.6.3.5 Financial Infrastructure and Inclusion

51. Modernized payment systems, including 24/7 RTGS operations and improved
banking services, have enhanced financial efficiency. In Kisii County, mobile banking
and digital finance platforms have increased financial inclusion, especially for rural
populations and small traders. This has supported smoother business operations, faster
flow of funds, and greater integration of the county economy with national markets.

2.7 Diaspora Remittances

52.  In 2025, Kenya's diaspora remittances surpassed the historic $5 billion mark,
totaling $5.04 billion (KSh 650.6 billion), a resilient 1.9% increase from the record-
breaking 2024 performance. According to the 2026 Budget Policy Statement (BPS) and
Central Bank of Kenya (CBK) data, this steady inflow —primarily from North America
(51%)—has been a cornerstone of macroeconomic stability, anchoring the Kenya
Shilling at ~129.0 and pushing foreign exchange reserves to an all-time high of $12.39
billion (5.3 months of import cover) as highlighted in Table 2.3.

Table 2. 3: Diaspora Remittances 2025

Month (2025) North America Europe Rest of World Total Remittances

January 243,337 71,004 113,034 427,375
February 215,577 70,854 95,813 382,244
March 238,823 75,971 108,103 422,897
April 252,028 71,627 99,236 422,891
May 251,422 80,515 108,140 440,077
June 225,500* 70,400* 110,300* 406,200
July 231,200* 74,100* 115,200* 420,500
August 246,800* 69,500* 112,400* 428,700
September 240,500* 72,300* 105,900* 418,700
October 258,900* 70,100* 109,800* 438,800
November 210,400* 73,600* 104,300* 388,300
December 235,500* 71,600* 128,400* 435,500
Total 2025 2,850,000 881,000 1,310,000 $5,041,214
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Source: National Treasury, 2026 Draft Budget policy statement; Central Bank of Kenya Reports

53.  For Kisii County, these record remittances act as a vital economic buffer; with a
high diaspora concentration in the global healthcare and tech sector’s flowing back to
Kisii County, the inflows provide a direct lifeline for household purchasing power
against a 4.6% inflation rate and are increasingly being channeled into the county’s FY
2025/26 "Wealth Creation" agenda, specifically through private investments in real
estate.

2.8 Fiscal Performance and Emerging Challenges

54.  The County's approved budget for FY 2025/26 was Kshs.20.04 billion, comprising
Kshs. 8.8 billion (37 percent) and Kshs. 11.2 billion (63 percent) allocation for
development and recurrent respectively. The sources of finance for this budget are the
equitable share from the national government, Own Source Revenue (OSR) and
conditional grants from development partners.

55.  In the first six months of the financial year, fiscal outcome was fairly low, with
the persistence of revenue shortfalls amid rising expenditure pressures. Expenditure
pressures relate to the rising wage bill. These pose risks to the stability of the budget for
2025/2026 in the face of resource requirement for County development.

2.8.1 Expenditure by Economic Classification
Table3.1: Analysis of expenditure by economic classification as at 31¢ December 2025

: Budget Expenditure Absorption rate
Expenditure
classification County County County County County County
Executive Assembly Executive Assembly Executive =~ Assembly

Recurre'nt 10,182,732,398.00 1,051,143,18  3,846,159,760.5 454,712,333.0 3777 43.26
expenditure 0 8 0
Compensation of 5,702,960,629.00 652,341,142 2,858,167,642.5 329,400,896.0 5012 50.5
employees 8 0
Operations and 447977176900 398,802,088  987,992,11800 1470 225 31.42
maintenance 0
Devel

evelopment 8796,050,440.00 18,000,000 810,105,853.10 7,262,308 9.2 40.3
expenditure

1 143,1 4 265,613.

Total 18,978,782,838.00 069,143,18 /656,265,613.6 461,974,641 24.5 43.2

0
56. indicates that the County Executive spent Kshs. 2.9 billion on employee
compensation, Kshs.988 million on operations and maintenance, and Kshs.810 million
on development activities. Similarly, the County Assembly spent Kshs.329.4 million on
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employee compensation, Kshs. 125 million on operations and maintenance and Kshs.
7.26 million on development as shown below:

2.9: Budget Execution

57. The FY 2025/26 budget performance for the first half presents uneven
implementation across departments. While sectors like Health, Education, Finance and
the County Assembly exhibited good performance the other key economic and social
sectors like Agriculture, Trade, Kisii and Ogembo municipalities, Water and cultural
services performed below expectation. To ensure improved budget performance, the
County will in the next two quarters endeavor to strengthen financial controls and
ensure faster implementation of projects across the departments for effective and
efficient service delivery to the people of Kisii County. Table 3.2 provides as a summary
of expenditure against the allocated budget per department.

Table 3. 1: Budget Execution per department

Department Budget Expenditure Absorption
Rate
County executive and public service board 653,114,950.00 162,737,045.35 24.92
Administration and stakeholder management 1,031,063,679.00 228,968,204.00 22.21
Finance and economic planning 1,344,788,593.00 640,434,561.48 47.62
Agriculture and co-operative development 1,109,748,700.00  197,458,687.24 17.79
Energy, water, environment and natural resources 1,562,331,469.00 121,582,068.50 7.78
Education, youth affairs and social development 1,407,661,943.00 738,495,185.43 52.46
County health services 6,464,566,721.00 1,726,322,547.57 26.7
Lands, physical planning and urban development 782,160,094.00  119,006,230.65 15.22
Roads, public works and transport 2,992,186,558.00 514,011,798.30 17.18
Trade development, industry and tourism 603,796,710.00 92,036,063.67 15.24
Culture and social services 332,321,393.00 39,710,334.50 11.95
Kisii town urban area 568,181,751.00 52,840,590.67 9.3
Ogembo municipality 59,860,277.00 2,749,998.67 4.59
Office of the county attorney 67,000,000.00 19,912,297.67 29.72
County assembly 1,069,143,180.00  461,974,641.00 43.21
Total 20,047,926,018.00 5,118,240,254.68 25.53
2.9.1 Recurrent Expenditure
58.  The recurrent expenditures include personnel emoluments, administrative

expenses, utilities, and other operational costs necessary to sustain service delivery

across departments.
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59, The County recurrent for FY 2025/26 is Kshs. 11.2 billion. In the first half of the
tinancial year, the County had incurred a recurrent expenditure of Kshs 4.3 billion out
of which Kshs. 3.2 billion was spent on personnel emoluments and Kshs.1.1 billion on
operations and maintenance respectively. The table below shows the recurrent
expenditure versus the absorption rate across the department (Table 3.3).

Table 3. 2: Recurrent Expenditure per department

Department Recurrent Recurrent Exp ~ Absorption
Budget Rate
County executive and public service board 453,114,950.00 126,303,701.35 27.87
Administration and stakeholder 583,877,139.00 228,968,204.00 39.22
management
Finance and economic planning 1,307,642,171.00 640,434,561.48 48.98
Agriculture and co-operative development 287,249,746.00 123,418,720.24 42.97
Energy, water, environment and natural 127,786,382.00 38,979,977.50 30.5
resources
Education, youth affairs and social 850,105,000.00 649,492,638.53 76.4
development
County health services 5,541,267,407.00 1,695,556,511.57 30.6
Lands, physical planning and urban 361,470,006.00  102,954,797.85 28.48
development
Roads, public works and transport 214,301,214.00 92,559,783.90 43.19
Trade development, industry and tourism 75,873,042.00 32,277,642.67 42.54
Culture and social services 184,420,345.00 39,710,334.50 21.53
Kisii town urban area 116,639,821.00 52,840,590.67 45.3
Ogembo municipality 11,985,175.00 2,749,998.67 22.95
Office of the county attorney 67,000,000.00 19,912,297.67 29.72
County assembly 1,051,143,180.00 454,712,333.00 43.26
Total 11,233,875,578.00 4,300,872,093.58 38.28

2.9.1.1 Expenditure on compensation of employees

60. In the first half of the FY 2025/2026, expenditure on employee compensation was
KShs. 3.2 billion out of which Kshs. 2.9 billion was for County executive while 329.4
million was for county assembly representing an overall absorption rate of 50.16%. The

table below shows personnel emoluments versus the absorption rate in the departments
(Table 3.4).
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Table 3. 3: Expenditure on compensation of employees

Department

County executive and public service board
Administration and stakeholder management
Finance and economic planning

Agriculture and co-operative development
Energy, water, environment and natural resources
Education, youth affairs and social development
County health services

Lands, physical planning and urban development
Roads, public works and transport

Trade development, industry and tourism
Culture and social services

Kisii town urban area

Ogembo municipality

Office of the county attorney

County assembly

Total

2.9.1.2 Expenditures on operation and maintenance (O&M)

P.E Budget

170,000,000.00
450,000,000
553,000,000
270,000,000
70,000,000
410,000,000

3,293,358,145.00

75,700,000.00
150,000,000
65,000,000.00
70,000,000.00
91,602,484.00
4,300,000.00
30,000,000
652,341,142.00

6,355,301,771.00

113,042,451.35
226,479,774.00
255,645,731.48
122,242,896.24

34,888,633.50
339,954,466.53

1,516,885,910.57

33,196,153.85
87,465,160.90
32,208,342.67
33,617,534.50
45,640,590.67
1,999,998.67
14,899,997.67
329,400,896.00

3,187,568,538.58

P.E Expenditure Absorption Rate

66.50
50.33
46.23
45.28
49.84
82.92
46.06
43.85
58.31
49.55
48.03
49.82
46.51
49.67
50.50
50.16

61. In the first half of the FY 2025/2026, the total expenditure on (O&M) for the
County Executive and the County Assembly was KShs. 988 million and KShs. 125

million respectively, representing a 22.8 % absorption rate. The table below shows

expenditure on operation and maintenance. This is illustrated in Table 3.5.

Table 3. 4: Expenditure on operation and maintenance

Department

County Executive and Public Service Board
Administration and Stakeholder Management
Finance and Economic Planning

Agriculture and Co-Operative Development
Energy, Water, Environment, and Natural Resources
Education, Youth Affairs and Social Development
County Health Services

Lands, Physical Planning, and Urban Development
Roads, Public Works, and Transport

Trade Development, Industry, and Tourism
Culture and Social Services

Kisii Town Urban Area

O&M Budget

O&M Expenditure Absorption Rate

283,114,950.00
133,877,139.00
754,642,171.00
17,249,746.00
57,786,382.00
440,105,000.00

2,247,909,262.00

285,770,006.00
64,301,214.00
10,873,042.00
114,420,345.00
25,037,337.00

13,261,250.00
2,488,430.00
384,788,830.00
1,175,824.00
4,091,344.00
309,538,172.00
178,670,601.00
69,758,644.00
5,094,623.00
69,300.00
6,092,800.00
7,200,000.00

4.68
1.86
50.99
6.82
7.08
70.33
7.95
24.41
7.92
0.64
5.32
28.76
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Ogembo Municipality 7,685,175.00 750,000.00 9.76
Office of the County Attorney 37,000,000.00 5,012,300.00 13.55
County Assembly 398,802,038.00 125,311,437.00 31.42
Total 4,878,573,807.00 1,113,303,555.00 22.82

2.9.2 Development Expenditure

62.  In the first half of the FY 2025/2026, the total expenditure on development for the
County Executive and the County Assembly was KShs. 810 million and KShs. 7.26
million respectively, representing a 9.27 % absorption rate. The table below shows
expenditure on development expenditure.

Table 4: Development expenditure per department

Department Development Development Absorption
Budget Expenditure Rate

County Executive and Public Service Board 200,000,000 36,433,344.00 18.22
Administration and Stakeholder 447,186,540.00 - -
Management

Finance and Economic Planning 37,146,422.00 - -
Agriculture and Co-Operative 822,498,954.00 74,039,967.00 9.00
Development

Energy, Water, Environment, and Natural 1,434,545,087.00 82,602,091.00 5.76
Resources

Education, Youth Affairs and Social 557,556,943.00 89,002,546.90 15.96
Development

County Health Services 923,299,314.00 30,766,036.00 3.33
Lands, Physical Planning, and Urban 420,690,088.00 16,051,432.80 3.82
Development

Roads, Public Works, and Transport 2,777,885,344.00 421,452,014.40 15.17
Trade Development, Industry, and Tourism 527,923,668.00 59,758,421.00 11.32
Culture and Social Services 147,901,048.00 - -
Kisii Town Urban Area 451,541,930.00 - -
Ogembo Municipality 47,875,102.00 - -
Office of the County Attorney - - -
County Assembly 18,000,000.00 7,262,308.00 40.35
Total 8,814,050,440.00 817,368,161.10 9.27

63. The County has instituted a raft of measures to enhance execution of

development expenditure which include this will ensure efficient and timely

procurement processes in the County to avoid delay in implementation.
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64. In adherence to the financial regulations, the County Treasury shall ensure that
departmental expenditures are within the approved ceilings in the Fiscal Strategy

Paper.

65.  Additionally, a budget monitoring, evaluation and reporting framework will be
developed by the County Treasury to monitor, evaluate and oversee the management of
public finances and economic affairs of the County Government. This will ensure

efficient reporting hence timely project implementation.
2.2.2 Own Source Revenue Performance

66.  In the first half of financial year 2025/26, notable growth in own source revenue
was noted compared to previous financial years. Further analysis on the performance of
revenue streams indicates that a number of them registered significant improvement, a
reflection of the positive impact the County’s revenue enhancement strategies.

67. Key drivers of this growth included the automation of revenue collection
systems, effective enforcement of the Finance Bill, and increased compliance among
traders. These measures improved efficiency, reduced leakages, and expanded the
revenue base, resulting in stronger collections across multiple streams.

68.  This comparison highlights the upward trend in performance and demonstrates
the County’s progress in strengthening its fiscal capacity. Table 4 compares revenue
stream collection with the prior fiscal years in the same period.

Tab 4: Revenue Out-turn for the First Six Months of FY 2025/2026

Revenue Stream FY2023/2024 FY2024/2025 FY2025/2026
Advertisement 5,698,620.00 6,560,113.00 6,508,230.00
| Betting & Gaming - 48,500.00 68,500.00
Cess 4,908,439.50 4,277,195.00 5,706,845.00
‘ Clamping 350,000.00 652,000.00 622,400.81
Conservancy Fees - 50,410.00 -
‘ Distribution Permit - 603,000.00 1,945,501.00
Environment 2,779,400.00 3,821,129.00 3,508,001.00
| Fiber Optics Cables - - 72,000.00
Fire Inspection - 2,133,001.00 1,916,400.00
‘ Fisheries 307,478.00 258,865.00 201,450.00
Hire of County Halls 53,000.00 11,000.00 -
‘ Hire Services - 2,000.00 15,200.00
Hire Stadium 14,000.00 432,735.00 203,201.00
Impounding 1,346,700.00 1,930,797.00 768,100.00
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Revenue Stream FY2023/2024 FY2024/2025 FY2025/2026
Land Rates 9,864,254.00 6,641,777.00 10,602,595.00
| Library Fees 181,360.00 24,637.00 -
Liquor Permits = = 1.00
‘ Livestock Market - 709,130.00 845,100.00
Market Gate Fees 22,148,100.00 18,706,860.00 17,916,730.00
‘ Motorbike Stickers 10,826,872.00 2,679,100.00 7,326,400.00
Parking 16,906,570.00 19,140,863.00 17,064,933.00
‘ Payroll Commissions - 25,700.00 4,444 804.00
Penalties - 789,534.00 276,050.00
‘ Physical Planning 29,502,679.06 25,342,396.00 28,654,284.00
Public Health - 189,246.00 -
‘ Rent Management 3,248,550.00 4,289,150.00 4,608,870.00
Reserved Parking 439,000.00 - 693,000.00
‘ Sacco Management 23,266,400.00 32,487,695.00 38,031,520.00
Single Business Permit 14,680,830.00 11,175,862.00 5,879,791.00
‘ SlaughterHouse 319,950.00 876,750.00 908,000.00
Weights & Measures 1,070,080.00 928,020.00 573,340.00
‘ TOTALS 147,912,282.56 144,787,465.00 159,361,246.81

Source: County Treasury

69. To address the challenges of revenue shortfalls and expenditure pressures, the

County Government will step up efforts on revenue administration and mobilization to
eliminate leakages and increase revenue targeted collection while rationalizing
expenditure to avoid budget deficit.

70.  Specific measures the County is putting in place to address the revenue
administration and management are; enhancement of revenue automation across the
streams, broadening revenue base, enhancing enforcement services, setting targets,
development of valuation role; renovating and upgrading County Government houses
for monthly rent; registering all the vehicles using the enclosed bus park; fencing all
open air markets in the county and enhancing collection of coffee, tea, sugarcane, log
and other cess while enforcing the collection of land rates in the county.

Macroeconomic Policies and Outlook

2.3.1 Growth Prospects
71.  The County is projected to grow in tandem with the national target of 5.6%,
supported by a transition from subsistence farming to value addition. The gowth
prospects will include:
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i. Agro-Processing & Manufacturing: A central pillar of the outlook is the completion
of the County Agro-processing Industrial Park at Tongeri (Bomachoge Borabu) which is
expected to bridge the gap between raw production (bananas, tea, avocado) and high-
value exports hence addressing the current "narrow production base" as identified in
the GCP report.

ii. Agricultural Rebound: Growth is bolstered by favorable weather and the substantial
allocation of funds to the sector. Programs and activities under the National
Agricultural Value Chain Development Project (NAVCDP) will be undertaken with the
aim of improving productivity through subsidized inputs and extension services.

iii. Infrastructure as an Enabler: The County is actively investing in the acquisition
road machineries for the maintenance of county roads and ward-link roads which will
go a long way in lowering the "transport premium" that currently hinders trade
competitiveness in our county especially Kisii and Ogembo municipalities.

iv. Urban & Digital Growth: With the growth of Kisii and Ogembo municipalities,
urban planning and ICT integration are expected to modernize service delivery and
stimulate the service sector, which dominates the county's Gross Value Added (GVA).

2.4 Economic Outlook

72.  The 2026 National Budget Policy Statement (BPS) projects a resilient economic
growth of 5.2-5.5% for 2026, a momentum that is also meant to be sustained by the Kisii
County Integrated Development Plan (CIDP 2023-2027).

73.  Nationally, growth is driven by a robust recovery in agriculture due to favorable
weather and the fertilizer subsidy program, alongside a thriving services sector and
stabilized inflation at approximately 5.0%.

74.  This national stability facilitates Kisii’s primary goal of Wealth Creation, as stable
exchange rates and resilient diaspora remittances—projected to exceed $5.04 billion—
bolster the purchasing power of local households and provide private capital for the
county’s burgeoning trade and housing sectors.

75.  However, national fiscal pressures and debt servicing continue to squeeze the
equitable share, forcing Kisii to pivot toward aggressive Own Source Revenue (OSR)
mobilization and strategic partnerships to fund its CIDP priorities: Universal Health &
infrastructure upgrades, Road & ICT infrastructure, and Environmental conservation.
Interlinked with the national BETA agenda, Kisii is specifically channeling resources
into climate-smart value chains—namely Bananas, Avocado, and Dairy —ensuring that
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the local "bottom-up" growth is insulated from global shocks while maintaining a
completion-first mandate for the ongoing projects essential for inclusive county
development.

2.5 Risks to the Economic Outlook

76.  Despite the positive trajectory, several "downside risks" could derail the
realization of these goals:

77. Local & Climate Risks- Agriculture remains largely rain-fed in Kisii, leaving food
security and farm incomes vulnerable to unpredictable weather, such as prolonged dry
spells and flash floods. There is also a risk that continuous land subdivision limits large-
scale commercial farming and reduces the overall efficiency of agricultural investments.

78.  Fiscal & Administrative Risks- Persistent over-dependence on national transfers
exposes the County to exchequer delays, leading to stalled projects and rising pending
bills. Historically low absorption of development funds in some departments (at times
as low as 5%) poses a risk to the timely execution of ambitious health and infrastructure
targets.

79.  National & Global Shocks- Credit crowding out due to high national borrowing
maintains elevated commercial lending rates (approx. 14.9%), hindering access to
affordable credit for local MSMEs despite national policy promises. Additionally,
inflationary pressures due to volatility in global oil prices directly inflate production
costs, further straining the local economy and reducing the purchasing power of Kisii
residents.
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CHAPTER THREE
FISCAL POLICY AND BUDGET FRAMEWORK

3.1 Overview

80.  The County Government's fiscal policy for FY 2026/27 and the medium term will
be anchored on fiscal consolidation which aims at strengthening revenue mobilisation,
rationalising non-essential expenditure, and improving the efficiency and transparency
of public spending. The County Government will deepen revenue policy and
administrative reforms to expand the revenue base, minimise revenue expenditures,
enhance compliance, and leverage technology to modernise revenue processes.
Concurrently, expenditure management will be strengthened through
operationalization of e-procurement, adoption of Zero-Based Budgeting principles,
digitisation of payroll systems, and transition toward accrual accounting. To crowd in
private capital and reduce pressure on public finances, the County Government will
scale up the use of Public— Private Partnerships (PPPs), particularly for capital
infrastructure projects.

3.2 Fiscal Policy Framework

8l. The Government’s fiscal policy for FY 2026/27 and the medium term remains
anchored on a growth-supportive consolidation strategy that prioritizes revenue
mobilization, expenditure optimization, and protection of essential programs and
strategic interventions.

82.  The policy emphasizes prudent utilization of its resources in a framework that
minimizes wastage and improve efficiency in of resource management while advancing
initiatives under the CIDP within a context of sustainable public financing.

83.  The County Government will reorient expenditure towards priority programmes
and projects for Wealth creation, Social development, Infrastructure and ICT,
Environmental conservation and Devolution and Governance. Based on the budget out
turn for the past six months of the FY 2025/26 and in view of the interventions the
County Government has put in place especially in revenue collection and expenditure
management, both revenue and expenditure current trends will be adequately
addressed in the 2026/27 financial year and over the medium term.
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3.3 Resource Envelope and Medium-Term Fiscal Outlook

84.  The FY 2026/27 resource envelope reflects a moderate adjustment consistent with
national macro-fiscal projections. Departmental ceilings have been set in line with
available resources, strategic priorities, and performance considerations.

o For FY 2026/27, the total resource envelope is projected at KSh 17,098,095,982.
This projection is anchored on the Equitable Share of KSh 9,930,880,341 and Own
ource Revenue of KSh 2,650,000,000.

o Further, Conditional Allocations and Grants from development partners are
expected to reach KSh 877.24 million, while unspent balances are projected at
KSh 3.64 billion as budget execution efficiency improves, the overall resource
basket remains resilient, ensuring a stable macro-fiscal environment for the
county's medium-term goals.

85.  This fiscal framework ensures that Kisii County has the necessary resources to
finance its development priorities while maintaining a stable macro-fiscal environment.
Table 3.1 presents the detailed fiscal projections for the County Government over the
medium term.

Table 3. 5: County Government Fiscal Projections over the Medium Term

Base Year FY Projections
Source of Funds
2025/26 FY 2026/27  FY2027/28  FY 2028/29
Equitable Share 9,819,721,768 = 9,930,880,341 | 10,570,022,848 11,098,523,990
itional Allocati
(Cpagritomn | Aleions 1,600,023,634 877,242,109 1,121,318,616  1,177,384,547
& Grants
Own Source Revenue 3,217,000,000  2,650,000,000 = 2,860,000,000  2,946,000,000
Unspent Balances 5411180,616  3,639,973,532  1,857,061,848  1,416,555,236

Total Resource Envelope 20,047,926,018 | 17,098,095,982 16,408,403,312 16,638,463,773
Source: County Treasury and Planning Department Projections

3.4 Fiscal Responsibility Principles

86.  Over the medium term, the County Government will ensure strict adherence to
Section 107 of the Public Finance Management (PFM) Act of 2012, which outlines the
tiscal responsibility principles.

87.  The County will, over the medium term bridge the gap between rising costs and
revenue through improved collection efficiency, a broader revenue base, and growth-
supportive rates. This strategy is anchored on sustained PFM reforms and aggressive
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expenditure rationalization to eliminate waste and create the fiscal space necessary for
priority development interventions.

88.  To sustainably meet increasing expenditure demands, the County government
will match spending growth with improved revenue yields through enhanced
compliance, rationalization of revenue instruments, and disciplined expenditure
controls. These measures will ensure adherence to fiscal thresholds while safeguarding
funding for priority development programmes, maintaining fiscal stability, and
supporting the County’s medium-term development objectives.

3.5  Fiscal Structural Reforms

89. To strengthen fiscal sustainability and support the effective delivery of
development priorities, the County Government will implement a comprehensive
package of revenue and expenditure reforms in FY 2026/27 and over the medium term.
These reforms are aimed at enhancing revenue predictability, improving expenditure
efficiency, and creating fiscal space for priority programmes, while reinforcing
transparency and accountability in public financial management. This will be a mix of
both revenue and expenditure reforms

3.5.1 Revenue Reforms
90. In FY 2026/27 and over the medium term, the County Government will
implement targeted revenue reforms, including:

e Automation and integration of revenue systems to enhance efficiency and
transparency;

» Reduction of revenue leakages and exemptions;

o Expansion of revenue streams linked to county service delivery; and

o Rationalization of the revenue structure to promote investment and local
economic activity.

91. Implementation of the Finance Act and related regulations will support the
predictability and sustainability of county revenues.

3.5.2 Expenditure Reforms
92.  On the expenditure side, the County Government will:

» Enforce austerity measures to contain non-priority recurrent expenditure;
o Scale up the use of end-to-end e-procurement systems to enhance value for
money;
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o Strengthen wage bill controls through approved human resource plans and
payroll management systems; and

» Expand the use of Public-Private Partnerships (PPPs) to leverage private capital
for large infrastructure projects.

3.6 Revenue Projections

93. The FY 2026/27 budget is anchored on a sustainable KSh 17.10 billion resource
envelope, strategically balanced between national transfers and enhanced local
collections. Equitable Share remains the primary funding pillar of KSh 9.93 billion (is
projected to rise to KSh 11.10 billion by FY 2028/29). On Own-Source Revenue (OSR),
driven by automation and administration reforms, OSR is targeted at KSh 2.65 billion,
growing to KShs. 2.95 billion by FY 2028/29 to enhance fiscal autonomy.

94.  Conditional Allocations & Grants are projected at KSh 877.24 million, providing
critical support for health, infrastructure, and agricultural value chains. Unspent
Balances are estimated at KSh 3.64 billion, a decline from previous years that signals
improved budget absorption and project completion rates.

95.  Overall, the total resource basket is projected to grow from KSh 17.10 billion in
FY 2026/27 and stabilize at KShs. 16.64 billion by FY 2028/29. This growth ensures
predictable financing for the CIDP 2023-2027 priorities, focusing on wealth creation and
sustainable service delivery.

3.6.1 Expenditure Forecasts
96.  Efficiency saving initiative will be adopted by the County to ensure that funds
are directed to service delivery rather than non-essential spending.

97. The Kisii County expenditure framework for FY 2026/27 is strategically
structured to balance operational efficiency with capital growth, ensuring total
spending remains within the KSh 17.10 billion resource envelope, and is projected to
decline slightly over the medium term to KSh 16.64 billion by FY 2028/29 as fiscal
consolidation takes effect.

3.6.2 Recurrent Expenditure

98.  The County Government is committed to maintaining recurrent spending below
the 70 percent statutory ceiling to maximize funds available for development. For FY
2026/27, recurrent expenditure is projected at KSh 11.6 billion.

99.  Policy focus centers on wage bill sustainability. For instance, across the county,
Personnel Emoluments are projected at KSh 6.7 billion to support a professional
workforce. All departments, particularly the Infrastructure and Health sectors, are
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required to align their personnel budgets with verified human resource plans to curb
unauthorized growth in the wage bill and eliminate inefficiencies.

3.5.4 Development

100. Development expenditure will account for at least 30 percent of the total budget
in FY 2026/27. Priority will be given to completion of critical infrastructure, social sector
investments, and programmes that support local economic development, in

collaboration with development partners where applicable.

101. Development outlays for FY 2026/27 are projected at KSh 5.49 billion,
representing 32.12 % of the total budget. This exceeds the 30 percent fiscal responsibility
threshold, reflecting a "Completion-First" policy aimed at finalizing ongoing flagship
projects. Table 3.2 gives the expenditure by broad economic classification and
projections over the medium term.

Table 3. 6: Expenditure Composition and Projections (KShs.)

Recurrent Expenditure 13,002,963,618 | 11,606,794,714 | 11,338,206,689 | 11,463,901,539
Development Expenditure 6,090,962,400 | 5,491,301,268 | 5,070,196,623 | 5,174,562,234
Total Expenditure 20,047,926,018 | 17,098,095,982 | 16,408,403,312 | 16,638,463,773
Development % 30.40% 32.12% 30.90% 31.10%
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CHAPTER FOUR

4.0 MEDIUM TERM EXPENDITURE FRAMEWORK

4.1 Resource Environment

102. In FY 2026/27, Kisii County will implement a KSh 17,098,095,982 budget,
anchored on a sustainable fiscal framework that balances intergovernmental transfers
with enhanced local collections. The Equitable Share remains the primary funding pillar
at KSh 9,930,880,341, accounting for approximately 58.1% of the total resource envelope
and providing a stable foundation for core services. This is supplemented by KSh
877,242,109 in Conditional Allocations and Grants targeted at health, infrastructure,
agriculture, and other devolved functions.

103. To drive fiscal autonomy, the County projects Own-Source Revenue (OSR) to
reach KSh 2,650,000,000, driven by automation, compliance enforcement, and revenue
base expansion reforms. Additionally, KSh 3,639,973,532 in unspent balances will be
prioritized mainly toward completion of ongoing development projects and settlement
of eligible commitments. This resource environment underscores a commitment to fiscal
realism, ensuring all allocations remain affordable while protecting development
spending in line with the PFM Act, 2012.

4.2 Spending Priorities

104. In FY 2026/27, resource allocation is strategically guided by the ADP 2026/27 and
CIDP 2023-2027, prioritizing high-impact interventions identified through public
participation. Budgetary focus remains anchored on five key pillars: Wealth Creation,
Social Development, Infrastructure and ICT, Environmental Conservation, and
Governance.

105. To uphold fiscal responsibility, the County will align spending with the
projected KSh 17.10 billion resource envelope, ensuring all allocations are realistic,
affordable, and policy-driven. Expenditure will be prioritized toward completion of
ongoing projects, operationalization of flagship investments, and strengthening
frontline service delivery to stimulate local economic growth and improve livelihoods.

4.3 Budget Discipline and Expenditure Rationalization
106. The County is committed to rigorous expenditure rationalization to maintain
fiscal stability. This involves:
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« Ensuring development spending remains at a minimum of 32.12% (KSh
5,491,301,268), exceeding the statutory 30% requirement.

o Maintaining Personnel Emoluments at sustainable levels within the approved
recurrent framework (approximately KSh 6.70 billion) to protect the
workforce while preventing wage bill escalation.

o Directing Operations & Maintenance (KSh 4,908,677,575) toward essential
services, institutional support, and revenue automation initiatives to enhance
efficiency and eliminate waste.

o Promoting budget transparency, accountability, and results-based financial
management by ensuring budgets are clearly linked to approved plans,
measurable outputs, and performance targets.

107. The reallocation of savings from inefficient expenditure lines to priority
programmes will reinforce fiscal discipline, improve budget credibility, and maximize
the development impact of limited public resources, as summarized in Table 4.1.

Table 4. 1: Summary of Priority Expenditure Reallocations

Targeted Expenditures for Scrutiny
Recurrent
Travel & Subsistence (Domestic & Foreign) Limit non-essential movement.

Publicity & Printing (Advertising & Information) = Go digital.

Hospitality & Catering (Supplies & Services) Standardize hosting and use in-county
facilities.

Training Expenses In-house capacity building and mentoring.

Office Supplies & General Services Encourage bulk procurement & austerity.

Buildings & Refurbishment (Minor Alterations) If it isn't broken, don't fix it.

Furniture & General Equipment Inventory first.

Motor Vehicle Purchase Proper fleet management.

Table 4. 2: Projected Sector Ceiling for 2026/2027 and the Medium Term (KShs.)

RS

County Assembly 1,069,143,180  1,096,143,180  1,129,027,475 1,162,898,299
E’;escgtwe Office of the Governor & 653,114,950 485,114,950 499,668,399 514,658,451
Office of the County Attorney 67,000,000 70,000,000 72,100,000 74,263,000
Public Service & County 1,031,063,679 749575219 | 772,062,476 795,224 350
Administration

Medical Services, Public Health & 6,464566,721 = 6,705,523,721 = 6,973,744 670 7 252 694,457
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Sanitation

Infrastructure, Roads & Public

Works 2,992,186,558
Finance, Economic Planning and ICT | 1,344,788,593
Educatl?n, Technical Training & 1,407,661,943
Innovation
Water, Environment, Natural 1562,331,469
Resources & Energy
Agriculture, Livestock & Fisheries 1,109,748,700
Lands, Physical Planning & Housing 782,160,094
T Touri I

rade, . ourism, Industry & 603,796,710
Marketing
Yout.h, Sports, Culture & Social 332,321,393
Services
Kisii Municipality 568,181,751
Ogembo Municipality 59,860,277
TOTAL EXPENDITURE 20,047,926,018

1,300,000,000
1,384,802,756

1,385,054,356

1,170,597,322

1,410,558,689
318,577,984

350,781,692

264,856,138

352,321,393
54,188,582
17,098,095,982

1,365,000,000
1,426,346,839

1,426,605,987

1,229,127,188

1,466,981,037
328,135,324

361,305,143

272,801,822

362,890,035
55,814,239
17,741,610,634

1,433,250,000
1,469,137,244

1,469,404,167

1,290,583,547

1,525,660,278
337,979,384

372,144,297

280,985,877

373,776,736
57,488,666
18,410,148,753

Table 4. 3: Proposed Sharing of funds by Economic Classification per Department (FY 2026/2027) Amount (KShs.)

County Assembly 659,801,994 391,341,186  1,051,143,180 45,000,000  1,096,143,180
Executive Office of the 170,000,000 = 283,114,950 = 453,114,950 32,000,000 485,114,950
Governor & CPSB

Ok DG 7 30,000,000 40,000,000 70,000,000 ; 70,000,000
Attorney

Publi i t

ublic Service & County 455,000,000 97,388,679 552,388,679 197,186,540 749,575,219
Administration

el s e, i 3,381,315,145  2,317,909,262 5,699,224 407 1,006,299,314 = 6,705,523,721
Health & Sanitation

Infrastructure, Roads & 150,000,000 50,322,810 200,322,810 1,099,677,190 | 1,300,000,000
Public Works

Fi E i

AR — 530,000,000 814,802,756  1,344,802,756 40,000,000 1,384,802,756
Planning and ICT

Education, Technical 675,000,000 440,535,000 = 1,115,535,000 269,519,356 1,385,054,356
Training & Innovation

B LT R 70,000,000 57,786,382 127,786,382 1042,810,940 = 1,170,597,322
Res. & Energy

Agriculture, Li K

griculture, Livestock & 270,000,000 67,309,735 337,309,735 1,073,248,954  1,410,558,689
Fisheries
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Kisii Municipality 92,000,000 25,035,072 | 117,035,072 201,542,912 | 318,577,984
L Physical Planni

ands, Physical Planning 75,700,000 180,578,384 256,278,384 94,503,308 350,781,692
& Housing

LB, Wi iy e ey 65,000,000 15,244,432 80,244,432 184,611,706 = 264,856,138
& Marketing

Youth, Sports, Culture & 70,000,000 = 114,420,345 = 184,420,345 167,901,048 = 352,321,393
Social Services

Ogembo Municipality 4,300,000 12,888,582 17,188,582 37,000,000 54,188,582
TOTALS 6,698,117,139  4,908,677,575 11,606,794,714 591,301,268 17,098,095,982

Below is the discussion of the sectoral mandates and allocations for the FY 2026/27
period:

4.4.1 County Assembly

108. The County Assembly plays a key role in the implementation of development
programmes in the county, as it is charged with the oversight role. It also strengthens
the democratic space and governance within the County. Due to the crucial role the
sector plays in ensuring accountability, legislative integrity, and representation, it has
been allocated KSh 1,096,143,180 for FY 2026/27. Of this amount, KSh 1,051,143,180 is
recurrent (Personnel Emoluments KSh 659,801,994 and Operations & Maintenance KSh
391,341,186) while KSh 45,000,000 is earmarked for development expenditure.

4.4.2 Executive Office of the Governor, County Attorney and CPSB

109. The Office is instrumental in the provision of overall policy direction,
coordination, and management of county government affairs, as well as promotion of
integrity and transparency in governance. In the FY 2026/27, the combined allocation for
the Executive Office of the Governor & CPSB and the Office of the County Attorney is
KSh 555,114,950. The allocations are segregated as follows: Executive Office of the
Governor & CPSB: KSh 485,114,950, with Recurrent expenditure of KSh 453,114,950
and Development KSh 32,000,000, the Office of the County Attorney: KSh 70,000,000,
which is fully recurrent. These resources will facilitate executive coordination, policy
leadership, and institutional administrative support.

4.4.3 Public Service and County Administration

110. The sector plays a key role in enhancing public service delivery, coordination of
County Government business, and linkage across sectors and stakeholders. It also
provides policy direction, supervision, and promotion of human resource integrity. In
FY 2026/27, the sector will prioritize decentralization through construction and
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completion of administration offices in sub-counties and wards as well as sensitizing
Muwananchi through civic and public participation fora. To achieve these objectives, the
sector has been allocated KSh 749,575,219, comprising recurrent expenditure of KSh
552,388,679 and development expenditure of KSh 197,186,540.

4.4.4 Agriculture, Livestock & Fisheries

111.  This sector is critical to the county’s economic growth, wealth creation, and
poverty reduction, with strong linkages to manufacturing and trade. To address low
productivity and infrastructure gaps, the sector will enhance extension services,
livestock Al, and fisheries development. The FY 2026/27 allocation is KSh 1,410,558,689,
comprising; KSh 337,309,735 for recurrent expenditure and KSh 1,073,248,954 for
dvelopment expenditure.

4.4.5 Education, Technical Training & Innovation

112.  The sector aims to enhance access to quality education and skills development.
Priorities include construction of ECDE classrooms and equipping Vocational Training
Centres. The sector has been allocated KSh 1,385,054,356 for FY 2026/27, comprising
KSh 1,115,535,000 for recurrent expenditure and KSh 269,519,356 for development
expenditure.

4.4.6 Water, Environment, Natural Resources & Energy

113. The sector ensures access to clean water and environmental sustainability,
including climate change mitigation and adaptation. Investments will focus on water
reticulation and solarisation. The FY 2026/27 allocation is KSh 1,170,597,322, comprising
KSh 127,786,382 for recurrent expenditure and KSh 1,042,810,940 for development
expenditure.

4.4.7 Finance, Economic Planning & ICT Services

114. The sector provides leadership in resource mobilization, financial management,
and accountability. Strategies include strengthening M&E, Revenue automation, and
digitalization. The FY 2026/27 allocation is KSh 1,384,802,756, comprising KSh
1,344,802,756 for recurrent expenditure and KSh 40,000,000 for development
expenditure.
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4.4.8 Medical Services, Public Health & Sanitation

115.  The sector provides equitable and affordable healthcare services. Investments
include facility construction, equipping, commodities, and HRH for UHC. As the
largest sector, it has been allocated KSh 6,705,523,721, comprising KSh 5,699,224,407 for
recurrent expenditure and KSh 1,006,299,314 for development expenditure.

4.4.9 Lands, Physical Planning & Housing

116. The sector oversees spatial planning, urban development, and housing. It will
focus on planning frameworks and urban renewal. The FY 2026/27 allocation is KSh
350,781,692, comprising KSh 256,278,384 for recurrent expenditure and KSh 94,503,308
for development expenditure.

4.4.10 Infrastructure, Roads & Public Works

117.  This sector enables economic development through road connectivity and public
works. Priorities include road rehabilitation under a Completion-First policy. The FY
2026/27 allocation is KSh 1,300,000,000, comprising KSh 200,322,810 for recurrent
expenditure and KSh 1,099,677,190 for development expenditure.

4.4.11 Youth, Sports, Culture & Social Services

118. The sector promotes social development, gender mainstreaming, and talent
growth. Investments include sports facilities and social protection programmes. The FY
2026/27 allocation is KSh 352,321,393, comprising KSh 184,420,345 for recurrent
expenditure and KSh 167,901,048 for development expenditure.

4.4.12 Trade, Tourism, Industry & Marketing

119. The sector promotes trade development, tourism growth, and investment
attraction. Key priorities include construction of modern markets and promotion of
industrial development. The FY 2026/27 allocation is KSh 264,856,138, comprising KSh
80,244,432 for recurrent expenditure and KSh 184,611,706 for development expenditure.

4.4.13 Kisii Municipality

120. Kisii Municipality is responsible for urban infrastructure and service delivery,
including sewerage systems, walkways, and solid waste management within the
Municipality. The FY 2026/27 allocation is KSh 318,577,984, comprising KSh 117,035,072
for Recurrent expenditure and KSh 201,542,912 for Development expenditure.
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4.4.14 Ogembo Municipality

121. Ogembo Municipality oversees urban service delivery, including drainage
development and urban road maintenance within Ogembo Municipality. The FY
2026/27 allocation is KSh 54,188,582, comprising KSh 17,188,582 for recurrent
expenditure and KSh 37,000,000 for development expenditure.
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