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Public Debt, Fiscal Risks and Governance Challenges in Kenya: 
Key Issues for the 2027 Political Manifesto Debates

Key Messages  

1. Rising dependence on domestic debt is increasing 
Kenya's debt-servicing burden 

Although domestic debt accounts for slightly over half of 
Kenya's public debt stock, it absorbs more than two-thirds of 
annual debt service payments because of significantly higher 
interest rates. This growing reliance on domestic borrowing is 
shrinking fiscal space for essential public services and 
development expenditure while crowding out private sector 
credit and investment. 

2. Debt sustainability risks remain elevated despite fiscal 
consolidation efforts 

Several debt sustainability indicators reported in the Medium-
Term Debt Management Strategy (MTDS), including the 
present value of public debt-to-GDP ratio, remain above 
established thresholds (at 65.3% compared to the maximum 
threshold of 55%). At the same time, projected fiscal deficits 
and domestic borrowing levels exceed previous policy 
commitments (at 5.5% compared to the target: 3%), 
highlighting continued dependence on debt-financed 
spending and persistent vulnerability to debt distress. 

3. Kenya's fiscal risks extend beyond the reported public 
debt stock 

The Auditor-General's findings suggest that Kenya's actual 
fiscal exposure is larger than official debt figures indicate. 
Government guarantees, securitized financing arrangements, 
contingent liabilities, and accumulated pending bills create 
obligations that ultimately fall on taxpayers but are not fully 
reflected in headline debt statistics. 

4. Government guarantees are exposing taxpayers to 
growing financial liabilities 

Weak disclosure and oversight of guaranteed debt increase 
the risk that public resources will be used to settle obligations 
incurred by state-owned enterprises and other beneficiaries. 
Recent government payments arising from defaulted 
guaranteed loans demonstrate that contingent liabilities can 
quickly translate into direct budgetary costs. 

5. Pending bills and securitized revenues are emerging 
as forms of hidden debt 

The accumulation of unpaid obligations (which currently 
stands at Ksh 701 billion for pending bills and Ksh 83.2 
billion for the guaranteed obligations) and the use of future 
public revenues to secure present financing create long-term 
commitments that can obscure the government's true 
financial position. If not adequately disclosed and monitored, 
these arrangements may understate Kenya's debt burden and 
constrain future budget flexibility. 

6. Procurement weaknesses continue to undermine 
accountability and value for money 

The Auditor-General identified substantial procurement 
expenditures that did not demonstrate full compliance with 
the Public Procurement and Asset Disposal Act. The 
extensive use of non-competitive procurement methods, 
particularly for high-value projects, raises concerns about 
transparency, efficiency, and prudent stewardship of public 
resources. 
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Introduction 

What promises and commitments were made regarding 

public debt and its management in the various political 

manifestos in 2022? This brief presents salient public debt and 

related fiscal and governance issues towards advancing issue-

based politics particularly in political party formations, in the 

development of manifestoes for 2027-2032 and in other 

public platforms for the wellbeing of Kenyans. 

1. Rising debt servicing costs, particularly from 
domestic borrowing  

 
Fig 1: Trends of public debt stock (Ksh Trillion) 

Source: Central Bank of Kenya, Statistical Bulletin 2026 

The current debt stock, Ksh 12.96 trillion (70% of GDP and 
approximately Ksh 237,000 per capita) has sharply driven the 
cost of servicing debt (currently at Ksh 2.3 trillion, 75% of 
revenue from ordinary taxes). As noted by the Office of the 
Auditor General, 2024/25, a key driver is the growing reliance 
on expensive domestic debt. As per the National Treasury's 
Medium Term Debt Strategy (MTDS) 2026, domestic debt is 
substantially more expensive than external debt.  

Fig 2: Weighted Average Interest Rate, 2026  

  
Source: MTDS 2026 

Cost differentials of public debt show that while the weighted 
average interest rate for external debt is 3.9%, that for domestic 
debt is 13.0%.     

Table 1: Differentials in Kenya's Debt Service Burden, 2026/27 

 
Source: National Treasury’s Budget Estimates, 2026/27 
 
As at June 2026, although domestic debt accounts for 56% of 
Kenya's total public debt stock (Ksh 12.96), it absorbs 70.6% 
of annual debt service payments. Conversely, while external 
debt constitutes 44% of the debt stock, it accounts for 29.4% 
of debt repayments and interest payments. 

Key Insight: Kenya's domestic debt is disproportionately 
expensive to service, meaning that a relatively smaller share of 
debt generates a much larger repayment burden. This highlights 
the fiscal pressure created by heavy reliance on domestic 
borrowing and underscores the need to secure lower-cost 
financing options but more importantly adhering to fiscal 
consolidation agenda with an emphasis on expenditure 
rationalization. 

2. Weak adherence to debt management strategy 
and borrowing plans 

Kenya's public debt is managed under the Medium-Term Debt 

Management Strategy (MTDS), a statutory framework prepared 

annually by the National Treasury pursuant to Section 33 of the 

Public Finance Management (PFM) Act, Cap 412A. The law 

requires the Cabinet Secretary for the National Treasury to 

submit the strategy to Parliament by 15 February each year, 

outlining the Government's debt management plans, associated 

risks, sustainability analysis, and borrowing strategy. The MTDS 

must also be aligned to the Budget Policy Statement (BPS) and is 

subsequently considered by the National Assembly as part of the 

budget process.  
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The primary objective of the MTDS is to ensure that 

Government financing needs are met at the lowest possible cost 

and prudent level of risk while maintaining debt sustainability. To 

assess this, the National Treasury conducts a Debt Sustainability 

Analysis (DSA), which measures Kenya's debt position against 

internationally recognized thresholds and national benchmarks. 

The 2026 MTDS indicates that several of these indicators have 

been breached. 

Table 2: Breached Debt Sustainability Indicators, 2026 

 
Source: National Treasury, Medium-Term Debt Management Strategy (MTDS), 2026  

 

The MTDS indicates that the Present Value (PV) of public debt 

reached 65.3%of GDP, significantly above the approved 

benchmark of 55 percent. Similarly, the PV of external debt-to-

exports ratio exceeded its threshold, while both external debt 

service indicators remained above their respective sustainability 

limits. The MTDS further projects that the public debt-to-GDP 

ratio will remain above the benchmark until at least 2029, 

underscoring the persistence of debt vulnerabilities.  

 
 
Fig 3: Breach of Selected Kenya Kwanza Fiscal Commitments 

 
Source: Kenya Kwanza Manifesto (2022); FY 2026/27 Budget Statement 
 
Beyond breaching statutory debt sustainability thresholds, the 

current debt position also reflects departures from key fiscal 

commitments made by the Kenya Kwanza Alliance during the 

2022 General Election campaign. 

The Kenya Kwanza Manifesto committed to restoring debt 
sustainability and reducing the fiscal deficit to 3%of GDP by FY 
2026/27. However, the FY 2026/27 Budget projects a fiscal 
deficit of 5.5% of GDP (Ksh 1.2 trillion), almost double the 
stated target.    

 

The administration also pledged to reduce dependence on 
domestic borrowing, arguing that excessive domestic debt 
crowds out private sector credit and raises borrowing costs.   

Fig 4: Breach on domestic borrowing target by Kenya Kwanza 

 
Source: National Treasury’s Budget Estimates, 2026/27 
Contrary to this commitment, the FY 2026/27 financing plan  

indicates that approximately 90%of the budget deficit will be 
financed through domestic borrowing, with net domestic 
borrowing projected at Ksh 1.03 trillion, compared to just Ksh 
116.2 billion from external sources. 

Key Insight: The breach of both statutory debt sustainability 
thresholds and fiscal commitments signals growing fiscal 
vulnerability. Rising debt-service obligations continue to absorb 
an increasing share of Government revenues and export 
earnings, reducing fiscal space for development spending and 
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limiting the resources available for priority sectors such as health, 
education, and social protection. These trends reinforce the 
MTDS assessment that Kenya remains at a high risk of debt 
distress, despite debt being assessed as sustainable. 

3. Insufficient transparency around guarantees 
and securitized liabilities. 

Transparency in public debt reporting is essential for effective 
fiscal oversight and accountability. Under the Constitution and 
the Public Finance Management (PFM) Act, public debt includes 
not only direct borrowing by Government but also financial 
obligations arising from guaranteed loans and other 
arrangements that require repayment from public resources.  

The Auditor-General's 2024/25 report significantly strengthens 
concerns about transparency around guarantees and securitized 
liabilities. While official public debt stood at Ksh 11.83 trillion, 
the audit identifies several obligations and financing 
arrangements that are either inadequately disclosed, weakly 
documented, or excluded from conventional debt reporting.  

Table 3: Hidden and Contingent Public Debt Risks  

Source: Auditor-General Report FY 2024/25 
 
The Auditor-General questioned the treatment of several 

financing arrangements that create future obligations but are not 

reflected in Kenya's official public debt stock. One such 

arrangement involves the financing of Talanta Sports City, where 

future revenues from the Sports, Arts and Social Development 

Fund were securitized to obtain upfront financing. According to 

the audit, these future revenues were placed under the control of 

a trustee and effectively earmarked for debt servicing. However, 

neither parliamentary approval nor recognition of the 

arrangement as public debt was demonstrated during the audit. 

 

A similar concern was raised regarding the Road Infrastructure 

Financing Facility, where Government approved borrowing of 

up to Ksh 175 billion backed by future Road Maintenance Levy 

revenues. Under the arrangement, Ksh 7 of every Ksh 25 

collected from the fuel levy was earmarked to support financing 

obligations. The Auditor-General observed that despite the 

arrangement creating future repayment obligations from public 

revenues, it was not disclosed as public debt and no evidence of 

parliamentary approval was provided.      

 
The guarantees relate primarily to: -  
 
Table 4: Breakdown of guaranteed obligations with insufficient 
disclosures 

Liability Category 
Amount 

(Ksh 
Billion) 

Audit Concern 

Outstanding Government 
Guaranteed Debt 83.2 

Not fully disclosed in 
guaranteed debt 
statements 

Kenya Airways Guaranteed 
Debt Call-Up 19.7 

Taxpayers required to 
settle defaulted 
obligations 

Talanta Sports City 
Securitization 

Not 
disclosed 

Future Sports Fund 
revenues pledged 

Road Levy Securitization 175 Future Road Maintenance 
Levy revenues pledged 

Pending Bills Excluded from 
Debt Statistics 701.7 Significant obligations not 

reflected as public debt 
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Entity Guaranteed Amount 
Kenya Ports Authority Ksh 72.8 billion 
Kenya Airways Ksh 9.70 billion 
KenGen Ksh 0.79 billion 
Total Ksh 83.2 billion 

Source: Auditor-General Report FY 2024/25 

The audit also highlighted weaknesses in the reporting of 
Government-guaranteed debt. While the Summary Statement of 
Public Debt reported guaranteed obligations of Ksh 83.24 
billion, The Auditor-General concluded that sufficient evidence 
was unavailable to verify the completeness and accuracy of these 
obligations.     

Key Insight: The implication is that policymakers and citizens 
cannot reliably establish the government's full contingent liability 
exposure.  

The risks associated with guarantees have already materialized. 
During FY 2024/25, the Government paid approximately Ksh 
19.7 billion after Kenya Airways defaulted on guaranteed 
obligations owed to local banks and suppliers. The Auditor-
General noted that this raises questions about whether the 
original guarantees complied with the requirement that 
beneficiaries must demonstrate the capacity to repay the 
guaranteed loans.  

   

Pending Bills and Securitized Liabilities are Emerging as 
"Hidden Debt"    

Pending bills represent legally enforceable obligations arising 
from goods delivered, services rendered, contractual 
commitments, court awards, and completed public works.  

Although these liabilities are excluded from Kenya's official 
public debt statistics, they constitute future payment obligations 
that must ultimately be settled from public resources. 

Fig 5: Total Pending Bills as of June 2025. 

  
Source: Auditor-General Report FY 2024/25 

The Auditor-General notes significant accumulation of unpaid 

obligations across both national and county governments, while 

the Budget Policy Statement and Controller of Budget reports 

continue to classify them separately from the public debt stock. 

The scale of these obligations is substantial. National 

Government pending bills amount to Ksh 524.8 billion, while 

County Government pending bills total Ksh 176.9 billion, 

bringing the combined stock of unpaid obligations to 

approximately Ksh 701.7 billion. 

Regarding, securitized liabilities emerging as "Hidden Debt", a 
particularly important finding by the audit reports 2024/25 show 
that approximately Ksh 175 billion of financing associated with, 
Kenya Roads Board, Sports, Arts and Social Development 
Funds, and related financing structures and was not fully 
disclosed or recognized as public debt and lacked clear 
parliamentary approval.   

This is a major governance concern because securitization 
typically converts future revenues into present financing. While 
governments often use it to ease cash-flow pressures, it 
effectively creates future repayment obligations. 

Why does this matter? 

Traditional debt statistics capture: Treasury bonds, Treasury bills 
and External loans, but securitized obligations may be repaid 
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from: future fuel levies, road maintenance levies, earmarked 
taxes, fund revenues. 

If these obligations are excluded from debt metrics, Kenya's 
actual public sector exposure may be materially understated.  

Key Insight: Kenya's true fiscal exposure extends beyond the 
headline public debt stock. Guarantees, securitized revenue 
streams, and other off-balance-sheet financing arrangements 
create future obligations that are ultimately backed by taxpayers. 
The Auditor-General warns that failure to obtain the required 
approvals and disclose these obligations as public debt exposes 
the Government to undisclosed fiscal risks, undermines 
transparency, and limits Parliament's ability to exercise effective 
oversight over public borrowing.  

 
 
4. Weak Project Management and Poor Procurement 

Practices: A Growing Threat to Value for Money 

The Auditor-General's findings point to a broader governance 
challenge that extends beyond the size of Kenya's public debt. 
While public borrowing continues to increase, significant 
weaknesses in project planning, procurement, and 
implementation are reducing the value derived from borrowed 
resources. Delayed project execution, cost escalations, 
procurement irregularities, and low absorption of externally 
financed funds mean that taxpayers are often paying for projects 
that are delivered late, cost far more than originally budgeted, or 
fail to generate benefits within the expected timeframe. These 
weaknesses undermine the constitutional principles of prudent 
and responsible use of public resources under Article 201(d) of 
the Constitution and Article 227(1), which requires public 
procurement to be conducted through systems that are fair, 
equitable, transparent, competitive, and cost-effective. 

Collectively, these shortcomings raise serious concerns regarding 
the effectiveness of public investment management and the 
government's ability to translate borrowed funds into measurable 
development outcomes. This is particularly significant given that 
infrastructure development and public investment achievements 
are likely to feature prominently in political discourse ahead of 
the 2027 General Election. 

Contract Cost Escalations and Weak Project Planning 

The Auditor-General's review of national government projects 
reveals a widespread pattern of contract cost escalation across 
major infrastructure investments. All twelve projects that had 
revisions, experienced upward contract revisions, with no 
instance of a contract value being revised downwards. The 
increases ranged from 8.3%for the Mabokoni Reservoir works 
under the Kwale Water and Sanitation Project to approximately 
135% for the Lower Nzoia consultancy contract, which 
underwent seventeen separate revisions. Five projects exceeded 
the 25%contractual variation ceiling prescribed under the Public 
Procurement and Asset Disposal Regulations, 2020. Collectively, 
the projects recorded an estimated Ksh 8.4 billion in additional 
costs beyond their original contract values, placing further 
pressure on already constrained public finances. 

Table 5: Contract Sum Revisions on National Government 
Projects, FY2024/25 

 
The pattern emerging from these projects suggests deeper 

policy and implementation weaknesses rather than isolated 

administrative adjustments. Frequent and significant contract 

variations often indicate inadequate project preparation, weak 

feasibility studies, poor cost estimation, inadequate risk 

assessment, or insufficient oversight during implementation. 

Project (Entity) 
Original 

(Ksh 
Bn) 

Revised 
(Ksh 
Bn) 

# 
Revisions 

% 
Change 

1. Thwake Dam Water 
Project (Water & 
Sanitation) 

36.97 48.89 6 32% 

2. Kisii-Sirare/Migori Market 
(Roads/KeNHA) 0.14 0.23 1 57% 

3. Sagana-Marua Road (A2) 
(Roads) 6.12 9.15 3 49.60% 

4. Kibwezi-Mutomo-Kitui-
Migwani Road (KeNHA) 18.51 21.55 3 16.97%  

5. James Gichuru–Rironi 
Highway (A104) (KeNHA) 16.37 20.41 1 24.73% 

6. Lower Nzoia consultancy 
(KWSCRP) 0.55 1.28 17 ~135% 

7. Kwale W&S — collector 
lines/boreholes 0.69 0.81 2 18.33% 

8. Kwale W&S — Mabokoni 
Reservoir–Ukunda 0.74 0.80 4 8.31% 

9. Chuka Water Supply 
Infrastructure 0.63 0.85 1 34.6% 

10. Mandera Sewerage 
Infrastructure 1.04 1.52 1 46.59% 

11. OSH Institute Office 
Complex Ph.1 (Labour) 0.11 0.14 1 26%  

12. Eldoret–Nadapal fibre 
backbone (ICT Authority) 0.35 0.53 3 ~48.8% 
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Such weaknesses are inconsistent with Section 53 of the Public 

Procurement and Asset Disposal Act (PPADA), 2015, which 

requires procuring entities to undertake comprehensive 

procurement planning before project implementation. 

 

The case of the Lower Nzoia consultancy contract, which was 

revised seventeen times, is particularly noteworthy. Repeated 

revisions raise concerns about the adequacy of project design, 

procurement due diligence, and contract management systems 

that should identify and mitigate implementation risks before 

they necessitate multiple amendments. From a value-for-

money perspective, these revisions reduce efficiency because 

projects ultimately cost substantially more than initially 

approved, diverting scarce resources from other development 

priorities. 

 

The findings are also difficult to reconcile with commitments 

contained in the Kenya Kwanza Alliance's Bottom-Up 

Economic Transformation Agenda (2022-2027), which 

pledged to strengthen accountability, improve governance, 

eliminate wastage, and ensure prudent management of public 

resources. The persistence of large cost overruns and repeated 

contract variations suggests that these commitments have yet 

to translate into significant improvements in public investment 

management. 

 
As the country approaches the 2027 General Election, these 

findings should inform public debate beyond merely counting 

completed projects. Greater scrutiny is needed regarding 

whether projects were delivered within approved budgets, 

whether taxpayers received value for money, and whether 

procurement reforms promised in previous audit cycles have 

yielded measurable improvements in cost control and 

accountability. A development project delivered years late and 

at significantly inflated cost cannot reasonably be equated with 

one completed on time and within budget. 

 

Procurement Irregularities and Weak Compliance with 
Procurement Law 
 
The Auditor-General also identified widespread breaches of 

procurement laws and regulations across several national 

government entities. Procurement transactions valued at 

approximately Ksh 89 billion were undertaken through direct 

procurement, restricted tendering, requests for quotations 

(RFQs), and cash-based methods without sufficient evidence 

that the statutory conditions for using those methods had been 

satisfied. This is illustrated in Table 6. 

 

The findings point to potential contraventions of Sections 91, 

102 and 103 of the Public Procurement and Asset Disposal Act, 

2015. Section 91 establishes open tendering as the preferred 

procurement method, while Sections 102 and 103 strictly limit 

the use of restricted tendering and direct procurement to 

exceptional circumstances. The findings further suggest failures 

to provide adequate justification for procurement decisions, 

maintain supporting documentation, and notify the Public 

Procurement Regulatory Authority (PPRA) where required.  

 

The most significant finding is the concentration of irregular 

procurement value within two mega-projects administered 

through the Ministry of Defence: Talanta Sports City and the 

Bomas International Convention Complex. Together, these 

projects account for approximately Ksh 87.7 billion, 

representing more than 98% of the total value flagged by the 

Auditor-General.  

 

Beyond the specific compliance breaches identified, the 

findings expose broader weaknesses in the application of 

procurement exemptions and the oversight of large-scale public 

investments. Competitive tendering serves as a critical 

safeguard for public resources by promoting transparency, 

encouraging competition, and enabling government to obtain 

the best combination of price and quality. When direct 

procurement is employed without meeting the statutory 
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conditions set out in the PPADA, the assurance that taxpayers 

obtained value for money is substantially weakened. 

 
Table 6: Procurement Irregularities in Project and Contract 
Awards, FY2024/25 

 
 

The repeated use of alternative procurement methods across 

ministries, constitutional commissions and Parliament suggests 

that these cases may not be isolated administrative lapses but 

rather symptoms of a broader institutional culture of non-

compliance. In addition, failures to document procurement 

decisions and notify the PPRA undermine key accountability 

and transparency safeguards established under Kenya's 

procurement framework. 

 

These findings also sit uneasily alongside the Kenya Kwanza 

Alliance's commitments to strengthen public sector 

governance, curb wastage, improve efficiency in public 

spending, and build transparent and accountable institutions. 

As political leaders increasingly cite flagship infrastructure 

projects as evidence of development success ahead of the 2027 

elections, public scrutiny should extend beyond physical 

outputs to examine whether contracts were awarded lawfully, 

competitively, and transparently. 

 

Ultimately, the measure of successful development is not only 

what has been built, but whether public resources were utilized 

efficiently, transparently, and in a manner that delivers value for 

money to Kenyan taxpayers.    

 

Conclusion 

Kenya's fiscal challenge extends beyond the size of its public 

debt to the quality of debt management, fiscal transparency, 

and governance. While borrowing has supported public 

investment, rising debt-servicing costs, increasing reliance on 

expensive domestic borrowing, persistent fiscal deficits, and 

growing off-balance-sheet liabilities are steadily reducing fiscal 

space and increasing risks to long-term macroeconomic 

stability. At the same time, the Auditor-General's findings on 

procurement irregularities, project delays, cost escalations, and 

weak disclosure of contingent liabilities raise concerns about 

whether borrowed resources are consistently delivering value 

for money. 

 

As political parties prepare their manifestos for the 2027 

General Election, the public debate should move beyond broad 

promises of reducing debt towards measurable commitments 

that strengthen fiscal responsibility and accountability. Future 

Entity What was proc
ured 

Value 
(Ksh) 

procure
ment 
Method 

Core irregularity 

Ministry o
f Defence 

Talanta Sports 
City design/bu
ild/equip 

45.8B Direct  Didn't meet PPADA dire
ct 
procurement criteria; no 
AG clearance 

Ministry o
f Defence 

Bomas Int'l Co
nvention Com
plex 

41.9B Direct  Accounting Officer's app
roval came after tender pr
oceedings had already sta
rted 

National T
reasury 

Legal services, 
Eurobond issu
ance 

178.5M Direct  "Continuity" justification
 didn't apply — prior tra
nsactions were unrelated 

Public Wo
rks 

2yr cleaning se
rvices contract 

41.6M Direct  No performance-
appraisal evidence; not re
ported to PPRA as requir
ed 

Basic Edu
cation 

Media coverag
e of forum (4 f
irms) 

7.4M Direct  No evaluation committee
, no signed contract, no 
PPRA notification 

Teachers 
Service Co
mmission 

Vehicle repair/
maintenance 

32.6M Direct  None of the qualifying c
onditions under Section 
103 evidenced 

Livestock 
Developm
ent 

Galla goat rest
ocking, 16 cou
nties 

795M Restrict
ed tend
ering 

Requisitioned before ben
eficiaries even identified; 
no legal basis documente
d 

Livestock 
Developm
ent 

Feedlot/boreh
ole, Wajir 

100.0M Restrict
ed tend
ering 

Used instead of recomm
ended open tender, no ju
stification on file 

MSME De
velopment 

Air tickets        
(2 RFQs) 

9.5M RFQ RFQ used above the Ksh
 3M threshold; quotation
s never evaluated 

Social Prot
ection 

Single Registry 
exercise, 5 cou
nties 

41.1M RFQ Same — above the Ksh 
3M RFQ threshold 

Social Prot
ection 

Conference/ca
tering via imp 
rest 

6.0M Low 
value/ 
cash 

Exceeded low-
value procurement ceilin
g 

Parliament
ary Service
 Commissi
on 

Constituency o
ffice operation
s, 37 offices 

76.9M Cash p
urchase
s 

Above threshold, no for
mal method applied 

The Senat
e 

County office 
operations, 4 o
ffices 

17.3M Cash p
urchase
s 

Same pattern as PSC, sa
me audit year 

Total  89B   
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governments should commit to restoring debt sustainability, 

improving transparency in the reporting of all public liabilities, 

limiting non-competitive procurement, reducing pending bills, 

and ensuring that public investments are delivered on time, 

within budget, and in accordance with the law. Ultimately, 

sustainable public finances will depend not only on borrowing 

less, but on borrowing prudently, managing fiscal risks 

transparently, and ensuring that every shilling of public 

resources contributes to inclusive economic growth and 

improved public service delivery. 
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Policy Recommendations 

1. Cap domestic borrowing at no more than 60% of annual 
deficit financing by 2030 

The FY2026/27 budget proposes financing approximately 90% 
of the fiscal deficit through domestic borrowing. To reduce debt-
servicing costs and ease crowding out of private sector credit, 
future governments should commit to gradually reducing this 
share to below 60% by 2027, with annual borrowing plans 
published and monitored against this target. 

2. Restore the public debt-to-GDP ratio to below 55% 

The Government should adopt a legally binding fiscal 
consolidation plan aimed at reducing the Present Value (PV) of 
public debt-to-GDP ratio from the current 65.3% to below the 
statutory benchmark of 55% within five years. Annual debt 
strategy reports should specify the expected adjustment path. 

3. Reduce the fiscal deficit to below 3% of GDP by 
FY2030/31 

Political parties should commit to achieving and maintaining a 
fiscal deficit of not more than 3% of GDP, consistent with 
previous fiscal commitments. This would slow debt 
accumulation while preserving fiscal sustainability. 

4. Mandate comprehensive disclosure of all public liabilities 

The National Treasury should publish an annual Statement of 
Fiscal Risks and Contingent Liabilities detailing: 

a. Government guarantees; 
b. Pending bills; 
c. PPP obligations; 
d. Securitized liabilities; 
e. On-lent loans; 
f. Court awards and arbitration claims. 

This statement should accompany the Budget Policy Statement 
and Budget Estimates. 

 

5. Eliminate the stock of pending bills within three years 

National and county governments should commit to reducing 
pending bills by at least one-third annually, with the objective of 
eliminating verified pending bills within three financial years. 
New pending bills beyond 90 days should be publicly reported 
and explained to Parliament. 

6. Limit non-competitive procurement 

At least 90% of the value of public procurement annually should 
be conducted through open competitive tendering. Any use of 
direct procurement for contracts exceeding Ksh 100 million 
should be published online together with the legal justification 
and approval documentation. 

Strong Manifesto Framing 

Political parties contesting the 2027 General Election should 
move beyond broad promises of “reducing debt” and commit to 
measurable targets on debt sustainability, fiscal deficits, domestic 
borrowing, procurement transparency, pending bills, and value-
for-money in public investment. What gets measured gets 
managed, and what gets promised should be independently 
monitored. 

  


