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Executive Summary

EXECUTIVE SUMMARY

Kenya’s economic performance softened in 2022, 
steering towards country’s long-term growth rate.  Real 
GDP expanded by 4.8 percent in 2022, a deceleration 
compared with the strong rebound from the Covid-19 crisis 
at 7.5 percent annual growth in 2021 but broadly aligned 
with growth rates of Kenya’s potential GDP as well as of the 
pre-pandemic decade. The adverse weather shock of the 
last two years has been a major drag on economic growth, 
with growth in real GDP excluding agriculture standing at 
6.3 percent in 2022. Besides, the impacts of tightening of 
domestic macroeconomic policies and challenging global 
financial conditions significantly hurt domestic economic 
activity, especially in the latter half of the year. 

Not only was the economy’s growth momentum affected 
by the multiple challenges experienced in the year, but 
the cost of living rose on account of surging inflation.  
In response, The Central Bank of Kenya (CBK) has been 
tightening monetary policy to curb inflation and currency 
depreciation. The CBK has raised the policy rate by a 
cumulative 250 basis points since May 2022 to 9.5 percent. 
The Monetary Policy Committee announced its latest 
increase on March 29, 2023, when it decided to further 
raise the policy rate by 75 basis points to keep the inflation 
expectations anchored and bring them within the CBK’s 
target band. The real policy rate has now turned positive, 
indicating that monetary policy has been appropriately 
tightened under current macroeconomic conditions.

The current account deficit narrowed reflecting growing 
export receipts against a sharp slowdown in imports 
due to depreciation of the shilling and foreign exchange 
liquidity constraints. Remittances, which have been 
increasing since 2020 appear to have paused from H2 2022, 
with the inflows registering a contraction of 1.6 percent y/y 
in the first quarter of 2023. Despite the improved terms of 
trade and the continued recovery in tourism that boosted 
export revenue, financial inflows reduced, partly due to 
limited capital flows to emerging markets more broadly. 
Reserve buffers dwindled to 3.7 months of import cover, 
falling below the CBK’s statutory requirements to maintain 
at least 4 months of import cover

The government’s measures to contain expenditure 
and raise revenue resulted in lower fiscal deficit and a 
slowdown in debt accumulation. Kenya, like most sub-

Saharan African (SSA) countries, has started to consolidate 
after pressures due to COVID-19 related expenditures. 
Following the supplementary budget of January 2023, 
the revised fiscal deficit for FY2022/23 is estimated at 
5.7 percent of GDP, lower than 6.2 percent budgeted 
earlier. A narrowing fiscal deficit has reduced financing 
needs, helped reduce the primary deficit, and slow debt 
accumulation. 

Revenue collection remained stable in the first nine 
months of FY2022/23, albeit below target. Total revenue 
and grants grew by 10.6 percent in nominal terms in the 
first nine months of FY2022/23, lower than 21.9 percent in 
the previous year as the economy was recovering from the 
COVID-19 pandemic. There has been broad-based growth 
across major revenue categories with income tax and VAT 
accounting for 77.4 percent of total tax revenue, albeit 
performing below target. Moderate growth in revenue 
reflected subdued performance in economic activities 
during July-December 2022, and sluggish growth in 
employment and household consumption. Indeed, private 
consumption (that accounted for roughly 62 percent 
of output growth in 2021) slowed markedly in 2022 as 
soaring domestic prices and a fall in agriculture output 
hurt disposable incomes. The government projects a fiscal 
deficit of 5.7 percent in FY2022/23 with commitments to 
contain spending pressures.

Looking ahead, Kenya’s medium-term growth remains 
bright as the economy recovers from the polycrisis. Real 
GDP is anticipated to rise to 5.0 percent in 2023 and 5.2 
percent on average in 2024-25. This near-term growth 
forecast is above Kenya’s estimated potential GDP growth 
rate of 4.9 percent and the pre-pandemic average (2010-
2019) of 5.0 percent. Real per capita incomes are expected 
to grow, increasing from 2.8 percent in 2022 to 3.1 percent 
in the medium term and poverty is expected to resume 
its pre-pandemic downward trend. The strong GDP 
growth in the medium term is underpinned by easing in 
the cost-of-living pressures and robust private investment. 
Even so, the economic outlook assumes a slowdown in 
public investment reflecting ongoing fiscal consolidation, 
higher electricity tariffs that are expected to keep energy 
prices elevated and increase the cost of production for 
small businesses, as well as tight monetary policy that is 
expected to moderate inflationary pressures.
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The outlook is not without risks and downside risks 
remain substantial that could lead to lower growth in 
the medium term in the event they materialize. On the 
domestic side, another season of below-average rains 
would further prolong the drought, inflationary pressures, 
and food insecurity. Growth could be lower than anticipated 
due to economic disruptions from political demonstrations 
that could constrain activities of the contact-intensive 
services including education, hotels and accommodation, 
and transport. Furthermore, a rise in political tensions 
could lead to unexpected fiscal expansion (due to failure 
to achieve the projected fiscal consolidation), aggravating 
debt vulnerabilities and crowding out private investments. 
On the external front, risks include a weaker global demand 
that could hurt Kenya through lower net exports and lower 
foreign investment and tighter monetary policy by major 
central banks that could lead to increased capital outflows 
and shilling depreciation.

While climate change is a recognized threat to Kenya’s 
economy, global efforts to reduce green-house gas 
(GHG) emissions could present opportunities for the 
country. Kenya contributes less than 1 percent of global 
GHG emissions annually. The country has also been 
growing with a relatively low-carbon intensity. Continuing 
on a low-carbon growth path could help the country seize 
opportunities created by the global efforts, especially 
among high-emitting countries, to decarbonize. Global 
efforts to lower GHG emissions and countries’ actions to 
meet NDC commitments are resulting in reconfiguration 
of global supply chains, expanding opportunities “green” 
goods, and generating a growing appetite for carbon credits 
that can be transferred internationally and used towards 
meeting climate commitments or other compliance uses. 
Climate-positive investments and policies can contribute 
to growth, reduce operating costs, increase revenue for the 

private sector, create green jobs, and generate social co-
benefits, while also helping improve Kenya’s trade balance 
and foreign exchange stability and lowering the country’s 
exposure to fuel price shocks and supply chain disruptions.

Maintaining a low-carbon development path could 
contribute to Kenya’s efforts to accelerate growth if 
aligned with boosting productivity and supporting 
inclusivity. While the most rapid way to boost productivity 
is to increase value added in the industry and services 
sectors, Kenya’s largest goods exports are low in complexity 
(as they are mostly agriculture and minerals) while the 
services sector drives export dynamism. The country has 
only added 15 new products since 2005 but their volume 
has been too small to contribute to substantial income 
growth. In this context, efforts to maintain a low-carbon 
growth path should help boost the competitiveness of 
existing export commodities, create formal jobs, improve 
productivity, and generate valuable social co-benefits. 
This would require promoting expansion of sectors that 
are already low-carbon or supporting growing sectors to 
lower their carbon intensity. It would also mean meeting 
increased power demand with renewables, accelerating 
transitions in the transport sector (such as modal shifts) 
to efficiency and reduce use of fossil fuels, and supporting 
restoration of natural landscapes to lower land-based 
emissions. Efforts to maintain a low carbon development 
pathway could also leverage carbon markets, mobilizing 
financing for climate action.  

Kenya has already achieved, to date, remarkable success 
in developing a well-diversified power generation mix, 
with about 90 percent of electricity being generated from 
clean sources. As a result, energy (excluding transport) is 
expected to make up 7 percent Kenya’s GHG emissions in 
2020. This presents Kenya with a unique opportunity to stay 
on a low-carbon growth path while meeting its electricity 
needs entirely from green energy sources. It would also 
enable the country to meet its commitment made in the 
COP26 World Leaders’ Summit in Glasgow in November 
2021 to achieve 100 percent renewable energy supply by 
2030. The Government recently updated the Least Cost 
Power Development Plan (LCPDP) with realistic demand 
projections and with a greater focus on a green path 
for generation expansion. The feed-in-tariff (FiT) policy, 
adopted in 2008 to promote non-geothermal renewables 
has been restructured to exclude solar and wind and 
include only small technologies with no significant 
capacity addition potential (biomass, biogas, small hydro) 
and a competitive auction framework has been adopted 
for development of solar and wind in the future.

Continuing on a low-carbon 
growth path could help the 
country seize opportunities 
created by the global efforts

Executive Summary
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Lowering the carbon footprint of transport and logistics 
operations while reducing trade and transport costs 
can enhance the competitiveness of both domestic and 
export-oriented industries. Decarbonizing transport and 
developing sustainable supply chain management and 
logistics is crucial for Kenya's pursuit of low-carbon growth, 
and alignment with its development priorities as well as 
those of emerging/advanced economies. Such a system, 
characterized by a low carbon footprint and reduced trade 
costs, is expected to enhance trade and commerce by 
meeting the increasing demand from destination markets 
for environmentally compliant products. Globally, freight 
transportation and logistics contribute 8-10 percent of 
GHG emissions, similar to Kenya where GHG emissions 
from the sector account for 11 percent. On the global front, 
warehouses, terminals, and gateways generally constitute 
approximately 15-20 percent of those emissions, and, 

while detailed data is not available, Kenya’s transport and 
logistics intensity points to a similar share. Furthermore, 
green logistics and sustainable supply chain management 
practices at origin and destination countries are gaining 
ground, especially by advanced economies in Europe but 
are also gaining ground in emerging economies (India, 
Turkey, ASEAN), as suggested by the recently published LPI 
survey 2023 (April 2023). As more companies are setting 
standards for their suppliers and contractors, Kenya will 
need to increase transparency about the logistics footprint 
of its trade.

Carbon markets under the Paris Agreement could 
potentially provide substantial revenues for Kenya, 
particularly if prices are reflective of the opportunity cost 
of additional mitigation action. Kenya has the opportunity 
to generate carbon credits from a range of sectors, ranging 
from land-based sectors to energy and others. Capitalizing 
on the carbon markets will require the government to 
finalize the formulation of a robust legal framework to 
provide the necessary legal basis for carbon markets and 
to operationalize the legislation. The legal framework 
should be in line with the NDC targets, and present 
clearly the potential for carbon markets and processes to 
be followed, the necessary inter-ministerial coordination, 
and linkages between compliance and voluntary markets. 
Aligned with this should be the country’s Article 6 strategy, 
pricing strategy and infrastructure strategy that includes 
monitoring, registry, and reporting. Revenues from carbon 
markets will also be an important part of a broader climate 
finance strategy that includes dedicated climate funds, 
public and private financing.

Decarbonizing transport and 
developing sustainable supply 
chain management and 
logistics is crucial

Executive Summary
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1. Recent Economic Developments

1.1.	 Global and regional economies seem to 
have avoided the anticipated recession, 
but growth prospects remain weak

Global growth is expected to decelerate sharply in 2023. 

World economic growth slowed in 2022 to 2.9 percent 

as surging inflation, energy and value chain disruptions, 

and marked monetary tightening weighed on economic 

activity. While inflationary pressures eased toward the end 

of the year especially on account of normalizing commodity 

prices, inflation remains high globally, exceeding central 

bank targets in nearly all inflation-targeting countries. 

Swift implementation of monetary tightening, while 

helping to soften inflationary pressures, has contributed 

to a significant deterioration of global financial conditions. 

The collapse of Credit Suisse and two regional banks in the 

United States has revealed heightened vulnerabilities in the 

global financial system, lowering investor confidence and 

posing additional risks to the United States and the euro 

area economies. Several emerging markets and developing 

economies have witnessed widespread capital outflows 

and rising sovereign borrowing costs, with countries with 

lower credit ratings experiencing a much more severe 

deterioration in financial conditions. Reflecting ongoing 

monetary policy tightening and worsening financial 

conditions, global growth is projected to bottom out in 

2023 at 1.7 percent  before rising moderately to 2.7 percent 

in 2024.1 

Global commodity prices are expected to moderate in 

2023 and remain mostly stable in 2024. Commodity prices 

declined 14 percent in the first quarter of 2023, standing 

roughly 30 percent below their historic peak in June 

2022.  Nonetheless, prices of all major commodity groups 

and about four-fifths of individual commodities remain 

above their 2015-19 average levels. The Brent oil price fell 

35 percent from its peak in June 2022, but remains well 

above its pre-pandemic average. Oil prices are expected to 

average US$84 per barrel in 2023, mostly reflecting weaker 

growth prospects in advanced economies. Agricultural 

commodity prices decreased in much of 2022 from their 

peaks in early 2022, helped by improved supply conditions. 

Global food prices are expected to continue to fall in 2023. 

Still, these prices are expected to stay above pre-pandemic 

levels, with the inflation-adjusted food price index at its 

second-highest level since 1975. The prices of coffee and 

tea declined throughout 2022. Despite the declining 

global prices of agricultural commodities, domestic food 

price inflation across the world stays at historic high levels 

due to the slow price transmission from global to local 

prices and the stronger US dollar.

Economic growth in sub-Saharan Africa continues 

to weaken. Economic activity in sub-Saharan Africa is 

estimated to have slowed to 3.6 percent in 2022 from 4.1 

percent in 2021.2 However, this is 0.3 percentage point 

higher than the October 2022 forecast, supported by 

high commodity prices and buoyant domestic demand. 

Despite multifaceted challenges, the economies of the 

East Africa Community showed resilient performances. 

Ethiopia and Uganda maintained strong growth recovery, 

with real GDP growth estimated at about 6 percent for 

FY23 and projected to increase to above 6 percent in FY24. 

Tanzania’s economy expanded by 4.6 percent in 2022, up 

from 4.3 percent in 2021, and is projected to increase by 5.1 

percent in 2023. Sluggishness of the global economy with 

high inflation rates and challenging global and domestic 

financial conditions continue to weigh on the region’s 

economic activity, with sub-Saharan African growth for 

2023 projected to further decelerate to 3.1 percent, 0.4. 

percentage points lower than at the time of the last Kenya 

Economic Update. 

1.2. 	 The Kenyan economy showed signs of 
resilience in the face of the polycrisis  

Multiple challenges loomed over the economy’s growth 

momentum and raised cost of living. Inflation surged to 

multi-year highs in 2022 in the wake of rising world food 

and fuel prices caused by global supply chain disruption 

and the Russian invasion of Ukraine. On top of that, the 

adverse weather shock experienced by the East African 

countries in the form of the worst drought in four decades 

not only aggravated the inflationary pressures but also 

subjected millions of people to severe food insecurity and 

loss of livelihoods. The shilling remained under pressure 

throughout 2022 as major central banks set on a tightening 

cycle and Kenya’s official foreign exchange reserves started 

to deplete in the context of high external financing needs 

amid difficulty of access to international capital markets. 

1	 World Bank. January 2023. ‘Global Economic Prospects.’
2	 World Bank. April 2023. ‘Africa’s Pulse.’ 
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Figure 1: Private consumption was compressed in 2022

Source: KNBS
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Figure 2: The contribution of next export to growth was 
marginally positive

Source: KNBS
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Fiscal outcomes remained under stress as avenues of 

external borrowing were restricted and fiscal space shrank 

as the government resorted to limiting the passthrough of 

international food and energy prices on domestic inflation.  

Kenya’s economic performance softened in 2022, 

steering towards the country’s long-term growth rate.  

Real GDP expanded by 4.8 percent in 2022, a deceleration 

from the strong rebound from the Covid-19 crisis at 7.5 

percent annual growth in 2021 but broadly aligned with 

growth rates of Kenya’s potential GDP as well as of the pre-

pandemic decade average. The climate shock of the last 

two years has been a major drag on economic growth, 

with growth in real GDP excluding agriculture standing at 

6.3 percent in 2022. Besides, the impacts of tightening of 

domestic macroeconomic policies and challenging global 

financial conditions significantly hurt domestic economic 

activity, especially in the latter half of the year. 

The cost of living pressures and difficult financial 

conditions dampened major drivers of demand. Private 

consumption—the usual driver of domestic demand in 

Kenya, accounting for roughly 62 percent of output growth 

in 2021—slowed markedly in 2022 as soaring domestic 

prices and a fall in agriculture output hurt real disposable 

incomes (Figure 1). Higher remittance inflows cushioned 

the drop in disposable incomes, likely averting a stronger 

hit on private consumption and economic growth. The 

deceleration in private consumption was only partially offset 

by a higher contribution from government consumption, 

led by increased subsidies to mitigate the impact of higher 

fuel and food prices. Investment is estimated to have 

contracted in 2022 in line with 11 percent y/y decline in 

development spending in 2022 on fiscal consolidation 

measures. A falling shilling amid foreign exchange liquidity 

shortages and worsening global financial conditions 

weakened investment climate, with capital goods imports 

increasing by just 1.2 percent in 2022 compared to growth 

of 20.4 percent in 2021. The contribution of net exports to 

domestic demand turned slightly positive on account of 

significant import deceleration (Figure 2).

The revival in tourism and financial services drove 

Kenya’s real GDP growth in 2022. Services increased by 7.0 

percent y/y in 2022, contributing about 80 percent of the 

increase in total GDP (Figure 3). While this sound services 

growth was broad-based, the main drivers were financial 

intermediation and tourism. Financial services increased 

by 12.8 percent y/y in 2022 due to strong private sector 

credit growth and lending to the government. Tourism 

staged a forceful recovery, reflected in a sharp rise in hotels 

and restaurants and transport subsectors. With pandemic-

related domestic and global mobility and travel restrictions 

fully lifted, the number of international visitor arrivals 

increased from 871.3 thousand in 2021 to 1,541.0 thousand 

in 2022 leading to significant improvement in hotel bed 

occupancy, number of international conferences, and 

number of visitors to museums, national parks and historical 

sites. Nonetheless, labor market statistics show that wage 

employment in hotel and food services remains below 

pre-pandemic levels (see Box 1). Other major contributors 

to growth included wholesale and retail trade, real estate 

(supported by sustained expansion of the construction 

industry), and information and communication (driven 

by increases in wireless internet and fiber-to-home 

subscriptions).
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The industrial sector sustained expansion despite 

economic headwinds. Industry endured several domestic 

and external challenges— including lower agricultural 

produce, policy tightening, rising cost of living pressures, 

a weakening currency and a slowing global economy— to 

expand by 3.9 percent y/y in 2022 compared to 7.5 percent 

y/y in 2021. Manufacturing, which accounts for nearly 

half of the industrial sector output, recorded deceleration 

in 2022 as the setbacks in crops and livestock output 

adversely impacted the grains mill, dairy, and animal and 

vegetable oils industry. However, manufacturing growth 

was supported by substantial increases in basic metals, 

motor vehicles, non-metallic minerals and chemical 

groups. Real value added of the construction sub-sector 

increased by 4.1 percent y/y in 2022 despite reduced 

development spending and rising cost of construction in 

the wake of increases in borrowing and input prices. The 

expansion in construction activity was led by ongoing 

work on building and maintaining road infrastructure, 

notably the Nairobi Eastern Bypass and Makupa Causeway 

Bridge, and sustained investment in housing helped by the 

government's affordable housing program. 

The most severe drought in four decades dealt a blow to 

agriculture in 2022. Kenya’s agriculture sector contracted 

by 1.6 percent y/y in 2022 following prolonged dry 

weather conditions in most parts of the country and sharp 

increase in input prices. The price index of agricultural 

inputs increased by 39.2 percent in 2022, driven by higher 

prices of fertilizer, fuel and power, manufactured feed, 

and seeds. The poor agriculture performance largely 

reflected declines in the output of crops (by 2 percent y/y) 

and livestock (by 1.7 percent y/y) subsectors. Production 

of key food and cash crops, including maize, beans, 

tea and potatoes decreased in 2022; however, coffee 

and sugarcane recorded increased production. Water 

and pasture shortages due to the long drought led to 

deterioration in livestock health and deaths of thousands 

of animals. As a result, milk production decreased by 5.9 

percent y/y in 2022. Furthermore, slaughtering of livestock 

increased significantly as the pastoralists resorted to selling 

their animals as a mitigation strategy to avoid losses even 

as this represented a permanent loss of their livelihood. 

A recent assessment indicated that the drought has left 

4.4 million people food insecure in Kenya compared to 2.1 

million in September 2021.3 

While climate change is a threat to Kenya’s growth 

profile, global efforts to address climate change, 

especially reducing GHG emissions, also offer positive 

opportunities for the Kenyan economy. Output is 

negatively affected by adverse weather conditions caused 

by climate change resulting in losses in production, income 

and employment and increased operational costs.  Kenya’s 

economy is estimated to suffer socio-economic losses of 

3-5 percent of gross domestic product annually from the 

impacts of climate change, underscoring the importance 

of investing in greater resilience to these impacts and 

identifying opportunities to reduce vulnerability. As a 

minor emitter of GHGs, Kenya can, however, be part 

of the solution to climate change. More specifically, by 

continuing on its path of low carbon emission, Kenya 

could take advantage of the emerging opportunities 

associated with global decarbonization efforts. Part 2 of 

this KEU therefore looks at the opportunities for Kenya in a 

decarbonizing world. 

Figure 3: Services continue to lead the rebound
(contributions to real GDP y/y growth, percentage points)

Source: KNBS
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3	 UNICEF. March 2023. Humanitarian Situation Report No. 3. https://www.unicef.org/media/138376/file/Kenya-Humanitarian_SitRep-March-2023.pdf 
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The labor force participation (LFP) rate fell during the pandemic years and has not yet fully recovered. The onset of the 
COVID-19 pandemic reduced the LFP rate by 5.3 percentage points in Q2 2020 relative to Q2 2019. Though the LFP quickly 
recovered the following quarter, it remained below the pre-pandemic levels. In 2022, the LFP stayed at around 66 percent 
slightly below the pre-pandemic level of 69 percent in 2019. As expected, the LFP is substantially lower among the 15-24 
age group since individuals in this age group are likely to still be in education (Figure B1.1).

Unemployment surged during the pandemic, while time-related underemployment has fl uctuated between 2020 
and 2022. Lockdowns and other COVID-19 related restrictions led to a spike in unemployment in 2020, with the largest 
increases among individuals below 35. The unemployment rate has been on a downwards trend since 2021 for all ages, 
except for those between 15 and 24 who after an initial recovery have experienced a gradual upwards trend (Figure 
B1.2). Time-related underemployment peaked in the last quarter of 2020 and declined thereafter before rising sharply 
again during the fi rst quarter of 2022. However, it has declined over the rest of 2022. There are smaller diff erences in 
underemployment across age, however, in the last quarter of 2022 the underemployment rate was three times larger for 
those between 15 and 24 compared to the 55-64 age group (Figure B1.3).

The share of youth Not in Education, Employment or Training (NEET) has been trending upwards since 2019, with 
the highest rates for those between 20 and 24. However, the percentage of NEET among youth has decreased from 21.5 
percent in Q4 2021 to 19.0 percent in Q4 2022. This improvement refl ects declines in the percentage of NEET across all 
age groups of the young population during 2022.  Within youth, the rate of NEETs is the highest for the age group 20 –24 
years, likely indicating insuffi  cient employment opportunities for fresh entrants to the labor market matching their skills 
and qualifi cations. (Figure B1. 4)

Box 1: Kenyan labor statistics by quarter, 2019 to 20224  

4 The labor force statistics presented in this box are based on the quarterly labor reports produced by KNBS based on the Kenya Continuous Household 2019, 2020, 2021, and 2022 
surveys. The reports can be found here: https://www.knbs.or.ke/publications/

5 The LFP rate is defi ned as the number of people who are either working or actively seeking work as a share of the working age population (15-64).
6 The strict unemployment rate is calculated as the percentage of the labor force which do not have a job, actively looked for work in the past work weeks and are available to start work. 
7 Time-related underemployment considers individuals in employment who are willing and available to increase their working time and worked fewer hours than 28 hours in a week.
8 NEET is defi ned as individuals who are not in employment, education, or training.

Figure B1.1: Labor force participation rates5

Source: Authors’ calculation based on the KNBS quarterly labor reports

20

30

40

50

60

70

80

Pe
rc

en
t

90

100

Fe
b-

19
Ap

r-
19

Ju
n-

19
Au

g-
19

O
ct

-1
9

D
ec

-1
9

Fe
b-

20
Ap

r-
20

Ju
n-

20
Au

g-
20

O
ct

-2
0

D
ec

-2
0

Fe
b-

21
Ap

r-
21

Ju
n-

21
Au

g-
21

O
ct

-2
1

D
ec

-2
1

Fe
b-

22
Ap

r-
22

Ju
n-

22
Au

g-
22

O
ct

-2
2

Labor force participation

All 15-24 25-34 35-44 45-54 55-64

Figure B1.3: Time-related underemployment7

Source: Authors’ calculation based on the KNBS quarterly labor reports
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Figure B1.2: Unemployment (Strict Definition)6 

Source: Kenya National Bureau of Statistics and World Bank staff calculations
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Figure B1.4: NEET8 

Source: Authors’ calculation based on the KNBS quarterly labor reports
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Recent evidence highlights limited job creation and a decline in real earnings. In 2022, the informal sector accounted 
for 83 percent of total employment adding 702.9 thousand new jobs (about 86 percent of total new jobs) during the year 
although lower than 753.8 thousand jobs created in 2021. Formal wage employment only grew by 155.7 thousand jobs 
between 2018 and 2022, with just under two-thirds coming from the public sector.  Education, manufacturing, and hotel 
and food services accounted for half of the job creation in the private sector wage employment during 2022, refl ecting 
continued recovery from the impacts of COVID-19 pandemic. Notably, wage employment in education, trade, transport, 
and hotel and food services are still below the pre-pandemic levels. Further, real average earnings among formal wage 
employment have been on a downward trend post-2019, with a 12 and 6 percent decline in average earnings between 
2019 and 2022 for formal public and private wage employment, respectively. 

1.3. Monetary policy was further ti ghtened 
to anchor infl ati on expectati ons 

Infl ation has moderated but underlying pressures persist. 

Helped by improved vegetables supplies and easing of 

world prices of edible oils, headline infl ation fell to 7.9 

percent in April 2023 after hovering above 9.0 percent since 

September 20222. Still, headline infl ation stands above the 

7.5 percent upper ceiling of CBK’s infl ation target band. The 

persistently high infl ation during the past several months 

was driven by the supply shocks to food and fuel prices 

from the Russian invasion of Ukraine and the long regional 

drought that saw Kenya’s agriculture output contract by 

1.6 percent in 2022. (Figure 4). Nonetheless, food infl ation 

remains elevated at 10.1 percent in April 2023 while core 

infl ation (which excludes food and energy prices) rose to 

4.8 percent in April 2023, double the rate recorded a year 

ago, refl ecting passthrough of higher international oil 

prices, shilling depreciation, and second-round eff ects of 

supply shocks. Food, comprising of one-third in the basket 

of the consumer price index (CPI), has been the main 

contributor to overall infl ation (Figure 5).   

Figure B1.5: Net job growth, 2019 to 2022

Source: Authors’ calculation based on the Kenya Economic Survey 2023
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Figure B1.6: Average formal wage employment earnings

Source: Authors’ calculation based on the Kenya Economic Survey 2023
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Box 1: Kenyan labor statistics by quarter, 2019 to 2022 (contd.)

Figure 5: Food remained the dominant contributor to overall 
inflation [contributions to overall inflation rate]

Source: KNBS
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Figure 4: Inflation eased in April but stands above 
the CBK’s target

Source: KNBS
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The government is taking measures to enhance food 

supplies in an effort to alleviate food insecurity and 

reduce prices. The government has allowed registered 

traders and millers to import 0.9 million tonnes of white 

maize and 0.6 million tonnes of rice duty-free between 

February 2023 and August 2023 to address shortages 

of staple food in the country and lower prices. This was 

expanded in March 2023 to include raw materials for animal 

feeds including yellow maize, soybeans, assorted protein 

concentrates and feed additives. The government is also 

providing subsidized fertilizer to farmers in 12 counties 

that produce most of the maize and other staple foods. 

The Central Bank of Kenya (CBK) has been tightening 

monetary policy to curb inflation and currency 

depreciation. The CBK has raised the policy rate by a 

cumulative 250 basis points since May 2022 to 9.5 percent. 

The Monetary Policy Committee announced its latest 

increase on March 29, 2023, when it decided to further 

raise the policy rate by 75 basis points to keep the inflation 

expectations anchored and bring them within the CBK’s 

target band.9 The real policy rate has now turned positive, 

indicating that monetary policy has been appropriately 

tightened under current macroeconomic conditions.

Credit to the private sector remained strong. Private 

credit growth has been rising in double digits since March 

2022, reaching 11.7 percent in the year to February 2023, 

supported by continued momentum from the post-COVID 

economic recovery and low real lending rates despite 

CBK’s monetary tightening (Figure 6, Figure 7). The surge in 

private sector credit growth in 2022 was driven by a sharp 

increase in credit offtake by private sector businesses10, 

likely reflecting higher input prices (thus raising borrowing 

needs) as well as improved production. Economic sectors 

contributing the most to private sector businesses credit 

growth included manufacturing (3.1 percentage points) 

followed by trade (2.7 percentage points) and transport 

and communication (1.9 percentage points). Growth in 

lending to households peaked at 10.7 percent y/y in March 

2022 and stood at a robust 9.7 percent in February 2023. 

The government launched its flagship financial inclusion 

fund (Hustler Fund) project in December 2022 to improve 

financial inclusion. The Fund targets to provide low-interest 

loans through digital platforms to SMEs, women and 

youth for personal and business needs. The Fund has so 

far disbursed KSh 24 billion among 19 million beneficiaries 

out of whom over 6 million are repeat borrowers. 

Capital and liquidity buffers appear adequate. The 

banking sector’s capital adequacy and liquidity ratios 

stood at 19.0 percent and 50.8 percent respectively in 

December 2022, exceeding the CBK’s minimum regulatory 

requirements of 14.5 percent and 20.0 percent respectively. 

However, this represented a downward slide in capital 

adequacy ratio from 19.6 percent recorded in December 

2021. Banks’ asset quality improved in H2 2022, with non-

performing loans to gross loans reducing from 14.7 percent 

in June 2022 to 13.3 percent in December 2022. However, 

the non-performing loans ratio is still high and has 

reverted to a deterioration in 2023, rising to 14.0 percent in 

February 2023. Increases in NPLs were noted in the trade, 

personal and household, manufacturing and building 

and construction sectors. Banks have continued to make 

Figure 7: Private sector credit growth picked up since H2-2021 
[y/y change; percent]

Source: Central Bank of Kenya
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Figure 6: Real lending rates remain low 

Source: Central Bank of Kenya
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9	 CBK’s Market Perception Survey conducted in March 2023 indicated most participants expected inflation to remain above 9.0 percent over the next two months and stay around the 
upper ceiling of the target range over the next 12 months.

10	 Credit to private sector businesses is derived as total private sector credit less lending to households (comprising of private households and consumer durables). 
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adequate provisions for the NPLs. While banks’ earning 

and profitability metrics are strong, these face risks from 

an increase in bad debts and from potential revaluation 

losses on banks’ holdings of government securities due to 

increases in interest rates.

1.4.	 Reserve buffers have dwindled despite 
strong exports performance 

The current account deficit narrowed reflecting growing 

export receipts against a sharp slowdown in imports due 

to shilling depreciation and foreign exchange liquidity 

constraints. The current account balance narrowed by 

38.0 percent to US$963 million in the fourth quarter of 

2022 from US$1,557 million in the fourth quarter of 2021, 

reflecting lower imports, strong performance of export 

of goods and services as well as increased remittances 

(Figure 8), and in part reflecting the shilling’s depreciation. 

Remittances amounted to US$1,047 million in the fourth 

quarter of 2022, reflecting a growth of 3.2 percent from 

US$1,015 million recorded in the similar quarter in 2021. 

However, the increasing trend of remittances witnessed 

since 2020 appears to have paused from H2 2022, with the 

inflows registering a contraction of 1.6 percent y/y in the 

first quarter of 2023. 

Improved terms of trade and the continued recovery of 

tourism boosted export revenue. The value of exports 

declined slightly by 3.2 percent in the fourth quarter of 

2022 to US$3,305 million compared with the similar quarter 

in 2021. Receipts from tea increased by 12.7 percent 

supported by higher prices attributed to lower supply due 

to drought amid resilient demand from traditional markets. 

However, the prolonged drought reduced production of 

vegetables and cut flowers, leading to a decline of 17.2 

percent in horticultural exports (Central Bank of Kenya, 

2023).  The continued recovery in tourism sector saw the 

number of tourists increase by 43.1 percent during in 2022 

(Figure 9), with travel and transportation services receipts 

increasing by 16.5 percent during the same period . Despite 

a 13.9 percent increase in imports of oil products in the last 

quarter of 2022 compared with the similar quarter in 2021, 

growth in imports decelerated sharply by 10.5 percent to 

US$6,252 in the fourth quarter of 2022 compared with 

US$5.598 recorded during the same period in 2021.

Financial inflows reduced markedly, partly due to 

limited capital flows to emerging markets more 

broadly. The financial account surplus decreased by 

26.3 percent to US$868 million in the fourth quarter of 

2022 from US$1,177 million in the same period in 2021. 

Tightened global financial conditions limited Kenya’s 

access to international financial market in 2022, while 

Kenya made substantial debt repayments that increased 

by 19.8 percent and 17.6 percent in FY20/21 and FY21/22 

respectively.11 Reserve buffers dwindled. By end-2022, 

official reserves had declined to US$7,969 million, 

equivalent to 4.4 months of import cover, from US$9,491 

million. Reserves continued to decline in 2023 reaching 

US$6,961 million, or 3.7 months of import cover in March 

2023, falling below the CBK's statutory requirement to 

maintain at least 4 months of import cover (Figure 10).  

Low reserves resulted in temporary rationing of foreign 

exchange, further constraining imports, including of oil.12 

A perceived FX shortage may also partly explain weaker 

Figure 9: The number of tourists continue to grow as the 
sector continues to recover

Source: Ministry of Tourism, Wildlife & Heritage
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Figure 8: Remittances declined recently as the difference 
between official and open exchange rates widened

Source: Central Bank of Kenya
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11	 The increase in FY20/21 is attributed to the expiration of the Debt Service Suspension Initiative.
12	 News reports indicate acute foreign exchange liquidity shortage has led the banks to cap daily sales of foreign exchange to a single trader or importer at US$5,000 and even that is 

not guaranteed. https://www.businessdailyafrica.com/bd/economy/central-bank-in-the-spotlight-as-lenders-run-out-of-dollars--4144074
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Figure 11: The Kenya shilling continues its depreciation against 
major currencies

Source: Central Bank of Kenya & Federal Reserve Board
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Figure 10: Reserve drawdown has lowered import coverage 
below the statutory minimum 

Source: Central Bank of Kenya
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Table 1: Balance of payments, 2021–22

 (US$ million)
2021 2022

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

A. Current account balance -1,294 -1,462 -1,714 -1,557 -1,270 -1,662 -1,579 -963

Trade balance -2,538 -2,489 -2,837 -2,837 -2,397 -2,822 -2,661 -2,293

Exports 2,751 2,656 2,766 3,415 3,596 3,601 3,657 3,305

o/w Travel receipts 168 206 215 254 232 277 302 296

Imports 5,289 5,145 5,603 6,252 5,993 6,423 6,318 5,598

o/w Oil 715 778 920 1,061 1,137 1,568 1,655 1,209

 Income 1,244 1,026 1,122 1,280 1,127 1,159 1,082 1,330

o/w Remittances 848 941 s979 1,015 1,024 1,028 959 1,047

B. Capital account balance 72 68 35 19 72 69 6 29

C. Financial account balance 983 3,113 1,654 1,177 1,004 2,319 43 868

Direct investment, net 87 387 160 202 74 159 165 164

Portfolio investment, net 135 825 229 330 181 239 2 175

Financial derivatives, net 1 13 10 14 10 5 9 33

Other investment, net 1 1,739 1,812 336 1,101 2,393 21 847

D. Net errors and omissions 474 -3,385 296 733 1,253 -818 2,478 340

E. Overall balance 235 -1,666 271 372 1,059 -92 948 274

F. Reserves and related items -235 1,666 -271 -372 -1,059 92 -948 -274

 Reserve assets -563 2,217 -330 -197 -1,059 21 -712 145

 Credit and loans from the IMF -16 664 -6 205 0 -39 236 -28

 Exceptional financing -312 -113 -52 -30 0 0 0 0

Gross reserves 12,850 14,741 14,089 14,199 12,590 12,581 11,337 11,343

Imports cover (36 months import) 4.7 6.1 5.9 5.6 4.9 4.9 4.4 4.3

Memo:

Quarterly GDP at current prices 26,995 28,279 26,995 28,078 29,206 28,618 26,870 -
Source: Central Bank of Kenya

recorded remittances, which were increasingly channeled 

outside the formal banking sector as the spread between 

official and market exchange rates widened.13 Continued 

monetary tightening is helping stabilize the external 

accounts although import cover remains very low.

13	 For instance, the average cost of sending up to GBP120 from UK to Kenya increased to 4.7 percent of the amount remitted in the fourth quarter of 2022 from 3.8 percent in the second 
quarter of 2022. Source: World Bank, Remittance Prices Worldwide.
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1.5.	 The government has continued 
consolidating to build fiscal space in 
FY2022/23

The government has maintained the pace of fiscal 

consolidation in FY2022/23. Stable growth in revenue, 

rationalization of non-priority spending, and unwinding 

of fuel and maize subsidies have created fiscal space and 

enabled the government to safeguard social spending. 

The fiscal deficit for FY2022/23 is estimated at 5.7 percent 

of GDP, lower than 6.2 percent budgeted earlier, and 

6.3 percent during FY2021/22 (Figure 12). Modest fiscal 

deficits and associated low primary deficit have supported 

low accumulation of public debt amid exchange rate 

depreciation. However, persistent pending bills and 

subsidies continue to undermine the ongoing fiscal 

consolidation. 

Revenue collection remained stable in the first nine 

months of FY2022/23, albeit below target. Total revenue 

and grants grew by 10.6 percent in nominal terms in the 

first nine months of FY2022/23, lower than 21.9 percent in 

the previous year as the economy was recovering from the 

COVID-19 pandemic. There has been broad-based growth 

across major revenue categories (Table 2). Income tax and 

VAT accounted for 77.4 percent of total tax revenue, albeit 

performing below target. Moderate growth in revenue 

reflected subdued performance in economic activities 

during July-December 2022, and sluggish growth in 

employment and household consumption. During the 

first half of FY2022/23, some tax policy and administration 

measures in the Finance Act 2022 were implemented to 

support revenue performance.14 These measures include 

among others increase of excise duty (beers, cigarettes, 

juice, among others), reclassification from exempt to 

taxable and application of 16 percent VAT on services 

exports and importation of goods and services in the 

construction of hospitals, and provision of six months limit 

period for claiming VAT on inputs. 

To support fiscal consolidation, the government has 

committed to contain spending pressures. Much of the 

adjustment fell on development spending (Figure 13), re-

directing resources from inactive investment projects to 

focus on completing existing projects, reduced funds for 

foreign financed projects, while slowing down or freezing 

of new projects.15 For the first nine months of FY2022/23, 

development expenditure of 2.2 percent of GDP is lower 

than the target of 2.9 percent, and 2.8 percent of GDP 

compared to same period in FY2021/22. In addition, the 

government cut on inefficient subsidies16 in FY2022/23. 

This was, however, not enough to keep recurrent 

expenditures within the target of 11.2 percent of GDP, 

reaching 11.5 percent in the first half of FY2022/23. The 

difficulty in reducing recurrent spending, in part reflects 

structural rigidities from higher debt servicing payments; 

interest payments rose to about 32.7 percent of tax 

revenues in FY2021/22 from 22.2 percent in FY2016/17, of 

which domestic interest payments accounted for about 75 

percent on average in the last five years (Figure 14).

Unwinding consumption subsidies has created some 

space, but the remaining subsidies and pending bills 

undermine achieving fiscal targets. The government 

removed fuel and maize subsidies in the beginning of 

FY2022/23 but retained fertilizer subsidies to reduce the 

cost of production. Subsides for FY2022/23 are budgeted 

14	 Finance Act 2022.
15	 The National Treasury. 2023. BPS released in February 2023.
16	  World Bank. 2022. Kenya Economic Update, Edition 26.

Figure 13: Slow uptake of infrastructural projects in the 
supplementary budget has reduced spending pressures

Source: World Bank Staff calculations based on National Treasury data
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Figure 12: The government has maintained the pace of fiscal 
consolidation in FY2022/23

Source: World Bank Staff calculations based on National Treasury data
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at KSh 22.2 billion (0.2 percent of GDP) lower than KSh 80.7 

billion (0.6 percent of GDP) in FY2021/22. However, in the 

first nine months of FY2022/23 expenditure on subsidies 

reached KSh 43.4 billion (0.3 percent of GDP) above the 

yearly target, which could continue to erode revenue gains. 

The pending bills have reduced as the new government 

prioritized reviving businesses, but they remain elevated 

(Box B1.1) both at the central government and county 

government levels. At the end of March 2023, pending 

bills for the central government reached KSh 537.2 billion 

(3.7 percent of GDP), while at county level, pending bills 

were KSh 159.9 billion (1.1 percent of GDP) at the end of 

December 2022. 

The government’s measures to contain expenditure 

and raise revenue resulted in lower fiscal deficit and a 

slowdown in debt accumulation. Kenya, like most SSA 

countries, has started to consolidate after expenditure 

pressures due to COVID-19 (Figure 16). Following the 

supplementary budget of January 2023 (Figure 13), 

the revised fiscal deficit for FY2022/23 is estimated at 

5.7 percent of GDP, lower than 6.2 percent budgeted 

earlier. A narrowing fiscal deficit has reduced financing 

needs, helped reduce the primary deficit, and slow debt 

accumulation; with the stock of public debt increasing 

by 11.8 percent in the first nine months of FY2022/23, 

compared to a 14.5 percent expansion in the same period 

in FY 2021/22. However, the exchange rate depreciation 

has contributed to debt accumulation in the last three 

years (Figure 17). Total debt is estimated to reduce by 2.6 

percentage points to 64.8 percent of GDP by June 2023. 

Overall public debt remains sustainable; however, risks 

persist. With about half being external debt (estimated 

at 32.2 percent of GDP in FY2022/23), exposure to foreign 

currency risk remains high. The decline in commercial 

loans (suppliers’ credit, commercial banks, Eurobonds) in 

the recent five years – from 35.2 percent of total external 

debt in March 2019 to 27.1 percent in March 2023 – has 

contributed to accumulation of relatively less costly and 

Figure 17: Exchange rate deprecation has contributed to 
change in debt stock

Source: IMF/World Bank staff calculations
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Figure 14: Interest payments have risen in the last five years

Source: World Bank Staff calculations based on National Treasury data
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however, risks persist

Source: World Bank Staff calculations based on National Treasury data
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Figure 16: Most SSA countries have started fiscal consolidation 
following pressures from the pandemic

Source: National Treasury and World Bank staff calculations
Note: Kenya data on fiscal year basis, other countries on calendar year basis
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Figure 19: The yield curve has shifted upwards in the context of 
recent inflationary pressures

Source: Central Bank of Kenya
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Figure 18: Kenya’s Eurobond yields have been rising as 
international financial markets remain tight

Source: JPMorgan
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Table 2: Kenya - Fiscal operations (percent of GDP) 

2020/21 2021/22 2022/23

Actual Preliminary Estimate Supplementary I First nine 
months

Total revenue and grants 16.1 17.5 17.8 17.6 11.7

Tax revenue 12.6 13.9 14.4 14.0 9.3

Income tax 6.1 6.9 7.1 6.9 4.4

VAT 3.6 4.1 4.2 4.0 2.8

Import duty 1.0 0.9 1.0 1.0 0.7

Excise duty 1.9 2.0 2.1 2.0 1.4

Other revenue 3.2 3.4 3.1 3.4 2.4

Grants 0.3 0.2 0.2 0.2 0.1

Expenditure and net lending 24.2 23.8 24.0 23.4 15.2

Recurrent 15.8 16.8 16.2 16.2 11.5

Wages and salaries 4.3 4.1 3.8 3.7 2.9

Interest payments 4.4 4.5 4.9 4.7 3.2

Pensions 1.0 1.0 1.1 1.0 0.6

Development 4.9 4.2 4.8 4.2 2.2

Transfer to counties 3.5 2.8 2.9 3.0 1.5

Primary balance -3.8 -1.8 -1.3 -1.1 0.5

Deficit including grants (cash basis) -8.2 -6.3 -6.2 -5.7 -2.7

Discrepancy -0.2 0.3 0.0 0.0 0.2

Financing 8.4 5.9 6.2 5.7 2.5

External 2.8 1.1 2.0 2.7 0.6

Domestic 5.5 4.8 4.2 3.0 2.0

Debt, gross 67.7 67.4 67.4 64.8 64.7

External 35.2 33.7 32.6 32.3 33.4

Domestic 32.5 33.7 34.8 32.5 31.3
Source: The National Treasury
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long maturity concessional debt. However, the upcoming 

bullet payment of previous commercial loans (Eurobond 

repayment due in 2024) has created a surge in refi nancing 

risks as the cost of borrowing in the external fi nancial 

market rises (Figure 18). On the domestic debt side, 

treasury bonds account for a large share of domestic debt 

(about 82.9 percent in March 2023). In addition, short 

term securities have declined in favor of longer maturity 

securities (average years to maturity increased from 4.7 

in March 2019 to 8.7 in March 2023), therefore reducing 

the rollover risk. However, average domestic interest rates 

remain higher than historical averages, in the context of 

tightening of monetary policy given the recent surge in 

infl ationary pressures (Figure 19)

Pending bills in Kenya have increased in the last four years. Pending bills by the national government increased from KSh 
64.7 billion (0.7 percent of GDP) in 2018/19 to KSh 504.7 billion (4.0 percent of GDP) in FY2021/22. As at the end of the fi rst 
half of FY2022/23, pending bill moderated to KSh 481 billion (3.3 percent of GDP). A large share of pending bills is from State 
corporations (about 80 percent) compared to ministries and state departments. Regarding the composition, the largest 
share of pending bills constitutes payments owed to contractors/projects suppliers (around 70 percent). Most pending 
bills are due to challenges in cash management, and non-adherence to PFM systems including delayed payments, lack of 
commitment controls, and unrealistic budgets. However, studies have shown that delayed payments or arrears are a result 
of weaknesses at various stages of expenditure cycle (IMF, 2019). In 2020, Kenya’s pending bills were somewhat below SSA 
average for arrears (Figure B2.2), but still higher than peers (Nigeria, Uganda, and Cote d’Ivoire). 

Large and persistent arrears or pending bills adversely impact the economy. Arrears limit fl ow of funds to private sector, 
thereby constraining business activities, increasing unemployment, and reducing growth. Arrears also are associated with 
increased non-performing loans, lack of trust in fi scal policy, and fi scal stress (IMF, 2019; World Bank, 2019). Pending bills in 
Kenya and non-performing loans have been trending in the same direction for the last two years (Figure B2.1). Persistent 
large pending bills undermines the credibility of reported low fi scal defi cits. Furthermore, countries with a higher level of 
public debt and a weaker Debt Sustainability Analysis (DSA) risk rating tend to have more arrears (IMF, 2019).

The government has consistently prioritized prioritization of pending bills at the beginning of every fi scal year, 
however, there remains need for complete clearance once for all and adherence to PFM measures to prevent re-
accumulation.  For clearance, key steps include stocktaking, verifi cation, prioritization, and liquidation (IMF, 2014). Kenya 
has made a lot of progress on the fi rst three steps, more emphasis on liquidation could consider various approaches 
including scheduled payments, amid government’s constrained liquidity and other emerging fi scal pressures. On 
prevention, in addition to adherence to PFM rules, government could enhance oversight of state corporations, given 
that state corporations account for a large share of Kenya’s pending bills, and improve cash management to avoid late 
payments at the end of fi scal year.

Box 2: Status of pending bills in Kenya17  

Figure B2.1: Large pending bills are associated with financial 
sector vulnerabilities

Source: National Treasury, Central Bank of Kenya, and
World Bank staff calculations
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2.1.	 Kenya's growth prospects are bright, 
subject to effective implementation of 
critical reforms 

Kenya’s medium-term growth remains bright as the 

economy recovers from the polycrisis. Real GDP is 

anticipated to rise to 5.0 percent in 2023 and 5.2 percent 

on average in 2024-25 (Table 3). This near-term growth 

forecast is above Kenya’s estimated potential GDP growth 

rate of 4.9 percent18 and the pre-pandemic average (2010-

2019) of 5.0 percent. Real per capita incomes are expected 

to grow, increasing from 2.8 percent in 2022 to 3.1 percent 

in the medium term and poverty is expected to resume its 

pre-pandemic downward trend. Strong GDP growth in the 

medium term is underpinned by easing in the cost-of-living 

pressures – driven by a recovery in agriculture following 

improved rains and a decline in global commodity prices 

– and robust private investment. Even so, the economic 

outlook assumes a slowdown in public investment 

reflecting ongoing fiscal consolidation, higher electricity 

tariffs that are expected to keep energy prices elevated 

and increase the cost of production for small businesses, as 

well as tight monetary policy that is expected to moderate 

inflationary pressures. 

Strong reform effort and easing of global commodity 

prices are expected to boost confidence and support 

robust domestic demand in the near term. A strong multi-

year fiscal consolidation program is expected to lower 

domestic financing needs of the government, expanding 

available funds with the banking sector for lending 

to the private sector. This is also expected to contain 

medium-term debt vulnerabilities and improve investors’ 

confidence, leading to robust private investment and GDP 

growth in the medium term. While a tight monetary policy 

will push up interest rates, real lending rates are expected 

to remain below historical levels, supporting private sector 

credit growth. The financial inclusion fund is also expected 

to net in an otherwise excluded segment of the population 

in the credit market opening up private sector led growth 

opportunities. Private consumption is expected to remain 

on a robust growth path, although it will be dampened in 

the near term by (i) ongoing tax reforms to boost revenue 

and sustain fiscal consolidation, (ii) tight monetary policy 

and inflationary pressures, and (iii) higher electricity 

tariffs. Mitigating factors include projected robust growth 

of19 remittance inflows, softening of global prices that is 

expected to reduce prices for food imports, and recovery 

in agricultural production following improved harvest.

The government’s medium-term fiscal framework 

targets significant fiscal consolidation. A projected 

positive primary balance from FY2023/24 is expected to 

continue reducing the pace of debt accumulation. This 

fiscal consolidation will be achieved through cutback 

in government spending, mainly recurrent spending 

declining as a share of GDP by 1.4 percentage points 

during 2024-25. The ongoing rationalization of non-priority 

spending is expected to continue in the medium term, 

while containing rapid growth of development spending 

by further focusing on completion of ongoing capital 

projects, projects with donor counterpart funds, and 

projects with strategic policy interventions—including 

those covering the entire nation, regional integration, 

equity, and environment conservation. Ongoing tax policy 

and administration reforms are expected to increase 

revenue as a share of GDP by 0.4 percentage points in 

FY2024/25.  

The continued rebound in tourism exports and 

remittances, along with a stabilization of commodity 

prices, will maintain a low current account deficit in 

a range of 5.0 to 5.5 percent of GDP. Continued robust 

growth of merchandise exports is expected to be 

2. Outlook and Risks

18	 World Bank. Upcoming CEM. 
19	 World Bank.2022. Remittances brave global headwinds, Migration and Development Brief 37, November 2022.

Continued rebound in tourism 
exports and remittances
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supported by exports of tea, while the projected economic 

rebound of regional trading partners will support exports 

of manufactured products. As the projected decline in 

global oil price continues to stabilize oil imports, projected 

robust domestic demand sustained by private investment, 

will sustain imports of raw materials, machinery and 

equipment for private construction, and household 

consumption. Capital outflows are also projected to persist 

as weighed down by the ongoing and lagged effect of 

the global monetary policy tightening. With government’s 

commitment to stay on a fiscal consolidation path, 

external borrowing from government is projected to 

decline supported by the government’s efforts to expand 

the tax base for additional revenue and rationalization of 

expenditure. The external financing needs are expected 

to largely be financed by equity inflows and FDI as the 

government woos investors by providing an environment 

of fiscal policy predictability20. As a result, foreign reserves 

coverage is projected to improve over the medium term.

On the supply side, growth will be supported by 

a recovery in agriculture and resilience in services. 

Agriculture, electricity, and water supply sectors are 

expected to benefit from an end to the prolonged 

drought with moderate to heavy rains in most parts 

of the country during the ongoing long rains season. 

Contact-intensive services activities including education, 

hotels and accommodation, and transport are expected 

to strengthen as the economy continues to benefit from 

post-covid environment of low infections and ease of 

travel restrictions. Although small-scale manufacturing 

production will likely be hit by high electricity tariffs, 

food processing is expected to rebound, supported by 

improved availability of raw material following a recovery 

in agriculture and a decline in global commodity prices. 

Inflation is expected to peak in 2023. Average consumer 

price inflation is estimated to rise to 7.8 percent in 2023 

from 7.6 percent a year earlier, remaining above the 

central bank target band. The increase in prices is driven 

by exchange rate passthrough to domestic prices as well 

as direct and second round effects of increases in fuel and 

electricity tariffs. However, the anticipated decline in global 

commodity prices and improvevd agricultural harvest 

should alleviate inflationary pressures in the second half 

of 2023. In addition, the government’s ongoing fertilizer 

subsidy program is anticipated to continue containing the 

cost of production. Inflation is expected to decline to 5.7 

percent in 2024-25, leading to a loose monetary policy in 

the medium term.

2.2.	 The economy faces multiple downside risks
However, downside risks remain substantial, and Kenya’s 

growth could be lower in the medium term in the event 

they materialize. On the domestic side,  below average 

short rains would worsen inflationary pressures and food 

insecurity. Growth could be lower than anticipated due 

to economic disruptions from political uncertainties that 

could constrain activities of the contact-intensive services 

including education, hotels and accommodation, and 

transport. Furthermore, political tensions could lead to 

unexpected fiscal expansion (due to failure to achieve 

the projected fiscal consolidation), aggravating debt 

vulnerabilities and crowding out private investments. 

Further increase in the policy rate by the CBK due to 

unanticipated shocks to commodity or financial markets 

would push up cost of domestic borrowing, weaken credit 

expansion, and thus jeopardize the projected growth 

trajectory. 

Weaker global demand due to geopolitical risks could 

hurt Kenya through lower net exports and lower 

foreign investment. A larger than projected slowdown in 

advanced economies, including the US and Europe, could 

undercut ongoing recovery in tourism, merchandise 

exports and remittances. An unexpectedly tighter 

monetary policy by major central banks could lead to 

increased capital outflows and shilling depreciation, 

further fueling domestic inflation. Upside risks are mostly 

linked to early easing of global financing conditions and 

lower international fuel and food prices, which would 

strengthen Kenya’s external balances.

20	 Upcoming CEM.
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Table 3: Kenya’s medium term growth projections (percent unless otherwise indicated)

2020 2021 2022 2023 f 2024 f 2025 f

Real GDP growth, at constant market prices -0.3 7.6 4.8 5.0 5.2 5.3

Private consumption -1.5 6.2 3.1 5.3 5.2 5.4

Government consumption 3.1 6.0 7.4 3.5 3.0 2.9

Gross fixed capital investment 2.3 10.8 -1.1 7.7 9.2 9.5

Exports, goods and services -14.9 15.3 10.7 7.4 7.8 7.6

Imports, goods and services -9.4 22.2 4.5 7.3 7.3 8.1

Real GDP growth, at constant factor prices 0.4 7.1 4.6 5.0 5.2 5.3

Agriculture 4.6 -0.4 -1.6 3.8 4.2 4.2

Industry 3.3 7.5 3.9 4.9 5.1 5.3

Services -1.8 9.6 6.7 5.4 5.6 5.6

Inflation (consumer price index) 5.3 6.1 7.6 7.8 5.8 5.5

Current account balance (% of GDP) -4.8 -5.2 -5.1 -5.0 -5.5 -5.5

Net foreign direct investment inflow (% of GDP) 0.5 0.0 0.5 0.8 0.9 0.9

Fiscal balance (% of GDP)/1 -7.0 -8.2 -6.3 -5.7 -4.4 -3.9

Revenues (% of GDP)/1 17.1 16.1 17.5 17.6 18.1 18.0

Debt (% of GDP)/1 63.0 67.7 67.4 64.8 62.2 59.7

Primary balance (% of GDP)/1 -2.8 -3.8 -1.8 -1.2 0.2 0.6
Note: /1 – Fiscal year basis, 2020 corresponds to 2019/20.  f denotes pojections
Source: The National Treasury, Central Bank of Kenya & World Bank staff calculations
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3.	 Opportunities for Kenya in a Decarbonizing World21

While climate change is a recognized threat to Kenya’s 

economy, global efforts to reduce green-house gas 

(GHG) emissions could present opportunities for the 

country. Countries’ efforts to lower GHG emissions and 

meet NDC commitments are resulting in reconfiguration 

of global supply chains, creating opportunities in new and 

“green” markets, and generating a growing appetite for 

carbon credits that can be transferred internationally and 

used towards meeting countries’ NDCs or other compliance 

uses. If Kenya maintains a low-carbon development path as 

it grows, it could seize opportunities created by the global 

trend to decarbonize economies. In Kenya, climate-positive 

investments and policies can contribute to growth, reduce 

operating costs, increase revenue for private sector, create 

domestic green jobs, and generate social co-benefits, while 

also helping improve Kenya’s trade balance and foreign 

exchange stability and lowering the country’s exposure to 

fuel price shocks and supply chain disruptions.

Estimates of Kenya’s carbon intensity is lower than that 

of many other countries in sub-Saharan Africa and 

has been relatively constant between 2010 and 2019. 

There are various explanations for this including the 

underdeveloped nature of Kenya’s industrial sector and 

also the investment made by the Government of Kenya to 

increase the share of renewables in the country’s power 

matrix. GHG emissions in the country, however, have been 

growing with agriculture as the leading source of emissions 

(40 percent), followed by land use and land use change 

and forests (33 percent), transport (11 percent), energy 

(excluding transport) (7 percent), industrial processes (4 

percent), waste (3 percent) and electricity (1 percent) 

(Figure 20). Emissions are currently not a concern 

for Kenya’s economy (being 0.1 percent of global 

emissions annually).

As the European Union (EU) and the United States 

strengthen existing and new measures to lower carbon 

emission this will have consequences for exports to 

these countries. The introduction of policy measures like 

the European Union (EU) package "Fit for 55," which aims 

for more ambitious EU-wide climate mitigation, and the 

Carbon Border Adjustment Mechanisms (CBAM) are part 

of this trend. Currently few of Kenya’s exports are subject 

to the CBAM.22 There is the possibility of an expanded 

CBAM that might include all products in the EU ETS, 

making it important for GoK to monitor developments 

under these efforts. In addition, the European Commission 

(EC), has proposed ambitious new regulation23 aiming 

to stop deforestation and forest degradation driven by 

markets in the European Union (EU), improve sustainable 

sourcing practices and increase transparency in value 

chains of global commodities. Once approved, importers 

will have approximately 18 months to implement the 

new rules. This regulation covers commodities such as 

cattle, cocoa, coffee, palm oil, soya, timber, rubber, and 

their derived products (e.g., beef, leather, chocolate, 

furniture, printed paper). Importers and exporters of the 

listed commodities in the EU will need to undertake a 

due diligence process that confirms their products are not 

21	 This material for this special focus topic draws heavily on work that was done for the Kenya Country Climate and Development Report (CCDR) (forthcoming). Further details on some 
of the points raised in this section will be available once the CCDR is published.

22	 At the time of drafting this report, CBAM covered products such as cement, iron and steel, aluminum, fertilizers, electricity, and hydrogen. 
23	 Complete text can be found here:  https://environment.ec.europa.eu/document/download/5f1b726e-d7c4-4c51-a75c-3f1ac41eb1f8_en?filename=COM_2021_706_1_EN_ACT_

part1_v6.pdf

Figure 20: Total GHG emissions using data from Kenya NIR 
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contributing to deforestation. It is also expected that cross-

border regulations and standards with a focus on logistics 

footprints will be implemented in the near future. The 

impact of these regulations will have broad consequences 

across international markets because of the importance of 

the EU as an importer.  

Maintaining a low-carbon development path does not 

have to be at the expense to Kenya’s efforts to accelerate 

growth if the path is aligned with boosting productivity 

and support inclusive development. While the most rapid 

way to boost productivity is to increase value added in the 

industry and services sectors (Figure 21), Kenya’s largest 

goods exports are low in complexity (as they are mostly 

agriculture and minerals). Export dynamism in Kenya has 

been driven by the services sector, including tourism and 

ICT. In this context, for a low-carbon pathway to contribute 

to growth, in the short- and medium-term, it will need to 

contribute to boosting the competitiveness of existing 

export commodities24, creating formal jobs and improving 

productivity, and generating valuable social co-benefits. 

Efforts to maintain a low carbon development pathway 

will need to also leverage carbon markets generating 

much needed financing for additional climate action. 

Maintaining a low-carbon growth path will require 

a multifaceted approach. In this Special Issue of the 

Kenya Economic Update, we focus on a few key areas of 

intervention that can enable low-carbon growth in Kenya 

because of their contribution to increasing efficiency, 

productivity and the country’s socioeconomic mobility 

agenda. These areas are expanding renewable energy, 

greening transport and logistics operations (freight 

transportation, supply chains, and urban mobility) and 

expanding engagement in carbon markets. Each of these 

are described in the subsections below. 

3.1.	 Kenya can respond to the growing energy 
demand for industry and services with 
100 percent clean energy generation 

Kenya has achieved remarkable success in developing 

a well-diversified power generation mix, with about 

90 percent of electricity being generated from clean 

sources with geothermal (48 percent), hydro (33 

percent), and wind (12 percent).  Kenya is well on 

its way to achieve a fully green grid by 2030. Installed 

power generation capacity currently stands at 3,121MW 

compared to peak demand of 2,128 MW. About 30 percent 

of installed generation capacity is owned and operated by 

Independent Power Producers (IPPs), which have mobilized 

at least US$2.5 billion in private capital. Fossil fuel-based 

generation (thermal capacity) has been declining from 

about a third of the installed capacity (contributing to 

about 20 percent of generation in 2015) to about a fifth of 

the installed capacity and contributing only 10-12 percent 

of generation. On average, more than 90 percent of current 

power generation is from renewable energy resources.  

Development of geothermal, wind, and solar power 

generation has enhanced energy security and 

significantly reduced the weather-induced supply 

shortages typical in systems with a large share of hydro. 

Kenya has more than quadrupled its geothermal capacity 

from 198MW in 2010 to 950MW today, and is seventh, 

globally, in terms of power generation from this renewable 

resource (Figure 22). To promote non-geothermal 

renewables, the GoK had adopted a feed-in-tariff (FiT) 

policy in 200825. Kenya is now also connected to regional 

hydropower resources with the commissioning of the 

Kenya-Ethiopia Interconnector, giving impetus to regional 

energy trading through the Eastern Africa Power Pool 

(EAPP). This interconnection gives Kenya access to cheap 

hydropower resources in the region. As a first of its kind in 

Sub-Saharan Africa, this interconnection will also become 

the flagship of power trade in the EAPP region and provide 

the infrastructure to connect the EAPP to the South African 

Power Pool (SAPP). At current costs Kenya has a unique 

opportunity to meet its electricity needs almost entirely 

from green energy sources and at affordable costs soon.

24	 Tea, flowers, fruits and vegetables, meat products, and unroasted coffee were some of the main exports in 2020   making up 25 percent of total exports. Services, including tourism, 
is approximately 38 percent of total exports and industry represents 37 percent.

25	 Originally issued in March 2008, the FiT was revised in 2010 and again in 2012.  While the 2012 policy offered a tariff of USc11/kWh for wind (up to 50 MW) and USc12/kWh for grid-
connected solar (up to 40MW), the tariff for the recently negotiated Power Purchase Agreements (PPAs) were in the range of USc7-8/kWh.

Figure 21: Value added per worker by sector by year

Source: World Bank Staff calculations 
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26	 The latest update of the LCPDP for the period 2022 to 2041 is based on four scenarios relative to the current peak demand of 2,036MW – low, reference, vision, and vision 2 - each 
with planning generation based on a specific assumption of average growth in electricity demand over the implementation period. The low scenario anticipates electricity 
sales to grow at 4.99% per annum (p.a), while the reference and vision scenarios show annual growth at 5.67% and 8.24% p.a respectively. Under the vision scenario where the 
flagship development projects materialize, demand is expected to grow to 57,489GWh by 2041. Lastly, the vision 2 scenario forecasts electricity demand growth at 8.72% p.a.

Kenya has a unique opportunity to stay on a low-

carbon growth path while meeting its electricity needs 

entirely from green energy sources. This would also 

enable Kenya to meet its commitment made in the COP26 

World Leaders’ Summit in Glasgow in November 2021 to 

achieve 100 percent renewable energy supply by 2030. 

The Government of Kenya (GoK) recently updated the 

Least Cost Power Development Plan (LCPDP) with realistic 

demand projections and with a greater focus on a green 

path for generation expansion. The FiT policy has been 

restructured to exclude solar and wind and include only 

small technologies with no significant capacity addition 

potential (biomass, biogas, small hydro) and a competitive 

auction framework has been adopted for development of 

solar and wind in the future. 

The GoK’s LCPDP, which determines the power 

generation projects that will be developed, is based 

on an electricity demand growth of 5.22 percent p.a. 

(reference case, energy purchased). The reference 

case stipulates maintaining greenhouse gas (GHG) 

emissions below 160,000 tons per year, mostly from 

diesel engines up to 2036, and gas turbine and natural 

gas between 2036 and 2041.26  Under this scenario, the 

GOK LCPDP expects (i) diesel generation will be phased 

out completely by the end of the year 2036 based on 

the Power Purchase Agreement (PPA) term; (ii) nuclear 

generation will come online in the year 2038; and (iii) 

natural gas will come online in the year 2041 (Figure 

23). Total effective capacity is expected to increase 

from 2,919MW in 2021 to 8,870MW in 2041 (Figure 24). 

The average Levelized Cost of Electricity (LCOE) during 

the planning period is estimated at US$c 9.22/kWh.  

Reduction in GHG emission is driven by adoption of 

geothermal, hydropower and pumped hydro storage, in 

the reference scenario.

Figure 22: Evolution of Kenya's installed capacity and generation mix
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Figure 23: GoK LCPDP new generation capacity (MW) under reference scenario

Source: Kenya National Bureau of Statistics and World Bank staff calculations
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An extended LCPDP, performed for the Kenya CCDR, 

reveals that it is possible for Kenya’s electricity sector 

to become 100 percent green by the year 2030, with 

all fossil fuel-powered plants retired by the year 2029.27   

The extended LCPDP was developed by reviewing the 

Government of Kenya’s Least Cost Power Development 

Plan for the period 2022 to 2041 (GOK LCPDP), developing 

a LCPDP beyond to cover the time horizon 2022 to 2050. 

The extended LCPDP considers four scenarios. The NP and 

NZ2030 scenarios build on the low demand trajectories 

from the GOK LCPDP. The Vision2030 scenarios build on 

the vision demand from the GOK LCPDP, based on average 

electricity demand growth of 8percent per year between 

2022 and 2041, and average 5percent per year thereafter. 

Different emissions trajectories were considered. NZ2030 

and Vision2030 achieve a 100 percent decarbonized grid 

by 2030. The NP scenario and the Vision2030 (No Emission 

Constraint) impose no emission constraints. The low 

demand scenario is the trajectory most closely aligned with 

assumptions and GDP projections used for the upcoming 

Kenya CCDR (BAU trajectory). The Extended LCPDP shows 

consistently across scenarios that (i) new capacity, consists 

mainly of geothermal in the near and medium term and, 

from the mid-2030s, mostly of solar, wind and battery 

storage, along with hydro; (ii) there is also a progressive 

increase in utilization of import capacity; (iii) fossil plants 

are progressively retired until 2029; (iv) renewables 

contribute more than 95 percent to the generation mix in 

2050. The preliminary outputs of the extended LCPDP are a 

departure from the GOK LCPDP which expects to generate 

electricity using diesel generators up to the mid-2030s, 

and natural gas up to the year 2041. The extended LCPDP 

brings forward transition from diesel by 5 years and delays 

the inclusion of natural gas beyond the year 2041.

Investment requirements for deep decarbonization 

significantly depend on the underlying electricity 

demand growth projection. Achieving a green grid by 

2030 comes at almost no additional cost to the power 

system under low demand projections. Cumulative 

upfront investment costs to achieve a 100 percent green 

grid by 2030 under a vision demand more than double 

compared to a scenario with no emissions constraint. 

Lower fossil fuel costs however almost fully offset higher 

investment costs. 

The share of capital expenditures in system costs 

increases in all decarbonization scenarios, while the 

share of fuel costs decreases as variable renewable 

energy sources and batteries dominate the capacity 

and generation mix (Figure 25 and Figure 26). Average 

generation costs decrease in all scenarios over time. The 

extended LCPDP therefore establishes that 100 percent 

clean energy generation is potentially attainable for Kenya, 

in the near-term horizon of 2030. The LCPDP and the 

extended LCPDP both envision expansion of geothermal 

generation, with the former considering 1,995MW of 

geothermal capacity under its list of candidate projects 

and the latter scaling up solar photovoltaic (PV) generation 

alongside geothermal. 

27	 EPM was used to model an economic least-cost power system plan to meet projected demand. Existing and planned power plants are based on the LCPDP 2022 - 2041 Sector Report, 
the Least Cost Power Development Plan 2021 – 2030, One Year Power Development Plan 2021 – 2022 and Development of a Power Generation and Transmission Master Plan, Kenya 
2016. The analysis also confirmed that the list of power plants was in line with the list of plants being dispatched by checking the individual status of each existing plant.

Figure 24: GoK LCPDP cumulative generation capacity (MW) 
under reference scenario

Source: Kenya National Bureau of Statistics and World Bank staff calculations
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3.2.	 Lowering the carbon footprint of logistics 
in Kenya’s value chains could contribute 
to productivity gains 

Lowering the carbon footprint of transport and logistics 

operations can reduce trade and transport costs while 

enhancing the competitiveness of both domestic and 

export-oriented industries. Decarbonizing transport 

and developing sustainable supply chain management 

and logistics is crucial if Kenya is to maintain low-carbon 

growth. Such decarbonization, however, can be aligned 

with the country’s development priorities as well as 

those of emerging/advanced economies. Such a system, 

characterized by a low carbon footprint and reduced trade 

costs, is expected to enhance trade and commerce by 

meeting the increasing demand from destination markets 

for environmentally compliant products. 

Globally, freight transportation and logistics 

contribute 8-10 percent of GHG emissions, out of 

which approximately 15-20 percent are contributed by 

warehouses, terminals, and gateways. Kenya’s situation 

is comparable with GHG emissions from the sector 

accounting for 11 percent. At the same time, green logistics 

and sustainable supply chain management practices are 

gaining ground, largely driven by advanced economies in 

Europe, but also emerging economies (India, Turkey, ASEAN), 

as suggested by the recently published LPI survey 2023 

(April 2023). As more companies are setting standards for 

their suppliers and contractors, Kenya will need to increase 

transparency about the logistics footprint of its trade. 

In Kenya, where over 80 percent of traffic and 76 percent 

of freight relies on trucks and motor vehicles, the 

heavy dependence on road transport and fossil fuel-

powered vehicles for domestic and international freight 

movements has negative environmental consequences, 

including air pollutants and GHG emissions. In 2019, 

the total domestic transport sector emissions, excluding 

waterborne navigation, reached 12.343 MtCO2e, 

representing a significant increase from 2010. The road 

subsector accounted for 98 percent of sector emissions 

(12.09 MtCO2e), while rail and aviation subsectors 

contributed 1 percent (0.062 MtCO2e) and 2 percent 

(0.188 MtCO2e) respectively. Projections indicate that 

road transport emissions are expected to increase by 380 

percent between 2015 and 2050, with heavy goods vehicles 

Figure 26: System Costs (US$ billion) in 2050

Source: Kenya National Bureau of Statistics and World Bank staff calculations
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playing a major role. Although passenger cars account for 

the majority of mileage driven, trucks contribute the most 

to emissions. Accelerating the transition to low-carbon 

transportation is crucial for addressing these challenges in 

the sector.

3.3.	 Rising energy demand in the transport 
sector and trade deficit

The rise in GDP per capita in Kenya has led to increased 

energy demand in the transport sector, mainly from 

fossil fuels, resulting in higher GHG emissions. Freight 

and passenger movements are the primary consumer 

of petroleum fuel in Kenya, accounting for a significant 

portion of emissions. The transport sector's fuel 

consumption has been rapidly growing and is projected to 

continue increasing without intervention. Road transport 

consumes about 85 percent of petroleum fuel, while the 

aviation sector accounts for approximately 15 percent. 

The introduction of freight rail services has also led to an 

increase in fuel consumption in the rail sector.

Addressing the energy demand and reducing fossil 

fuel consumption in Kenya can help tackle both the 

country’s trade deficit and environmental concerns. 

Petroleum products, which are major imports for 

transportation, industry, and residential energy, contribute 

to the trade imbalance. In 2021 alone, Kenya spent US$3 

billion on importing 6.4 million tonnes of petroleum fuels. 

The transport sector, especially road transport, presents 

opportunities to reduce imported fuel consumption 

through energy efficiency measures and fuel substitution, 

considering that internal combustion engines play a 

significant role in energy consumption in this sector.

3.3.1	 Reducing the energy intensity of vehicles and 
operations would benefit the economy and 
comply with Kenya’s climate commitments

Sustainable supply chain management and logistics 

practices play a crucial role in helping Kenya fulfill its 

climate commitments, while also driving productivity 

gains and enhancing competitiveness in the global 

market. Shifting from one mode of transport to another, 

for example from trucks to rail, can help reduce emissions.28  

This comes however with a tradeoff. Lower emission 

modes are usually slower, less reliable, and require 

multimodal transfers, which could affect the reliability and 

timeliness of the supply chain. The Kenyan government 

has started initiatives with the aim to decarbonize freight 

transportation. In its National Climate Change Action Plan 

(NCCAP), various low-carbon measures and actions are 

outlined, including improving the efficiency of heavy-duty 

vehicles, shifting containerized freight from road to rail, 

electrifying the Mombasa-Nairobi Standard Gauge Railway 

(SGR), adopting low-carbon technologies in aviation and 

maritime sectors, implementing the Bus Rapid Transit 

system in the Nairobi metropolitan area and conducting 

pilot projects on electric vehicles (the latter two are 

discussed below). 

To remain competitive in existing value chains and 

foster future comparative advantages, the government 

has yet to embrace further actions and create incentives 

to change supply chain strategies and management 

by economic operators (such as manufacturers, 

wholesalers, and third-fourth party logistics providers). 

Several initiatives, of great importance to Kenya are 

emerging worldwide to promote sustainable supply chain 

management and logistics. Leading the way in this effort 

are large international firms, which are adopting sustainable 

practices and at the same time, setting standards for their 

suppliers and contractors. For example, to maximize the 

benefits of environmental sustainability and at the same 

time increase efficiency in supply chain strategies and 

management, the government of Kenya needs to develop 

a holistic program of incentives and finance. In anticipation 

of emerging trends, this could include promoting green 

logistics regulations and standards, and implementing 

digital solutions for efficiency gains that enable modal shift. 

Shifting to more efficient modes of freight transportation 

requires new practices for inventory and tracking to 

account for slower speeds, and reliability. Another step in 

this direction is the calculation and reporting of emissions. 

28	 Emissions, measured in tons per km, differ by a factor greater than 500, from air freight to large containerized maritime shipping

Figure 28: Comparing emissions by mode of transportation 
(gCO2/tonne-km)

Source: Alan McKinnon, 2018
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An increasing number of companies are adopting the 

Global Logistics Emissions Council (GLEC)29 framework 

methodology, for example in order to increase transparency 

regarding the climate impacts of their logistics operations.

3.3.2	 Replacing fossil fuels with alternative, 
sustainable energy sources can lower 
emissions from transport

Fully eliminating GHG emissions from transport and 

logistics in Kenya, as elsewhere would require large 

scale conversions to green fuels. The Kenyan Government 

is taking steps to develop a renewable fuels strategy 

aimed at achieving full elimination of GHG emissions 

from transport and logistics. The strategy focuses on road 

transportation and the aviation sector, with key elements 

including regulations for minimum biofuels content, 

programs supporting farmer participation, production 

incentives, support for ethanol from the sugar industry, 

and initiatives for next-generation technologies. While 

biofuels have been blended with petroleum for some time, 

it is important to explore the viability and development of 

other alternative fuels (such as natural gas and hydrogen) 

and technologies (like batteries and fuel cells) in the 

context of Kenya. The Ministry of Energy and Petroleum 

has also established a Green Hydrogen Working Group 

and conducted a baseline study on the potential for green 

hydrogen in Kenya, which includes application in urban 

transport and port logistics. Factors such as technical 

readiness, infrastructure readiness, economic viability, and 

environmental impacts need to be carefully studied to 

determine further development in this area.

Fiscal and economic measures play a crucial role 

in driving changes in the transport sector. Kenya is 

considering proposals to modify transport fuel tax rates, 

especially in combination with carbon taxes, to encourage 

fuel-use comparisons with the growth of vehicle miles 

traveled. Carbon pricing mechanisms offer additional 

incentives to reduce GHG emissions. Kenya is voluntarily 

participating in the carbon offsetting and reduction 

scheme for international aviation (CORSIA) during its 

pilot phase (20121-2023). Recognizing the significance of 

aviation for passenger and especially freight movements, 

the Kenya Civil Aviation Authority has developed an Action 

Plan to reduce CO2 emissions in the sector (2022-2028). 

However, it is important to carefully consider the impact 

of fiscal measures on consumption and across income 

groups, implementing gradual programs to offset the 

effects on low-income households and avoid economic 

shocks. Various alternative options for reducing fossil fuel 

consumption are also explored.

3.3.3	 Increasing the energy efficiency of vehicles 
and logistics operations can reduce transport 
emissions

To address Kenya's road transport emissions, measures 

targeting engine energy efficiency and other factors 

can have a significant impact, particularly in freight 

transport. Kenya's National Energy Efficiency and 

Conservation Strategy includes the implementation of fuel 

economy standards and labeling for vehicles, focusing on 

average fuel consumption per mile and CO2 emissions. 

However, these targets currently apply only to light 

commercial vehicles, which contribute to 11 percent of 

total CO2 emissions in the sector. Similar to other middle- 

and high-income countries, Kenya could establish national 

standards to limit fuel consumption in new heavy-duty 

vehicles with diesel and gasoline engines, considering 

its reliance on imported used vehicles. Additionally, fuel 

efficiency standards could be set during truck licensing, 

accompanied by a voluntary program to retire and replace 

the least fuel-efficient vehicles. Furthermore, the impact of 

the quality of the road infrastructure is to be considered 

given its impact on average fuel consumption per distance 

traveled. For instance, a well-maintained paved road can 

result in 2-5 percent lower fuel consumption compared 

to a road in poor condition, and the difference can be as 

high as 10-20 percent when comparing a gravel road to a 

sealed, high-quality road.

29	 The GLEC, accredited by the Greenhouse Gas Protocol Framework and led by Smart Freight Centre, is a group of companies, associations and programs, and backed by leading 
experts and other stakeholders. Its members include well-known companies such as DHL, SNCF, Maersk, TNT, Hapag-Lloyd, & Kuehne + Nagel. Since its inception in 2014, GLEC 
developed a universal method for calculating logistics emissions across road, rail, air, sea, inland waterways and transshipment centers. The “GLEC Framework for Logistics Emissions 
Methodologies” combines existing methods into one framework and filled an existing gap.

Kenya's National Energy 
Efficiency and Conservation 
Strategy includes the 
implementation of fuel 
economy standards and 
labeling for vehicles
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In Kenya, various initiatives are also being implemented 

to improve energy efficiency in terminals and logistics 

facilities, including the aviation sector.30 The Kenya 

Airports Authority (KAA) is undertaking several projects 

such as installing a solar plant and using solar-powered 

equipment at airports. Additionally, KAA has developed 

sustainable concessionaire policies to encourage the use 

of low/zero emission vehicles and equipment. Several 

airports have also achieved accreditation under the Airport 

Carbon Accreditation (ACA) Program31.

To enhance efficiency in logistics operations, Kenya 

has the option to mandate complementary measures 

for logistics service providers, such as optimizing 

tire superstructures, improving road conditions, and 

promoting eco-driving practices. In line with the first 

green freight strategy in Africa developed by the Northern 

Corridor Transit and Transport Coordination Authority, an 

eco-driver training program has been launched, alongside 

other initiatives. These programs have demonstrated the 

ability to reduce truck fuel consumption by 5-10 percent, 

particularly when accompanied by driver rewards and 

bonus schemes that reinforce sustainable behaviors 

beyond the training period. Studies by Wang and Boggio-

Marzet (2018) and AECOM (2016) have highlighted the 

positive impact of such initiatives. The potential for 

GHG emissions reduction through eco-driving training 

is particularly significant in low- and middle-income 

countries due to more challenging traffic conditions and 

the prevalence of older truck fleets without onboard driver 

assistance devices.

3.3.4	 Logistics optimization through digital 
platforms can contribute to cleaner transport

Technological advancements and efficient multi-modal 

planning play a crucial role in achieving cleaner transport 

and logistics systems. The implementation of Smart 

Logistics concepts can optimize resource consumption, 

enhance efficiency, and contribute to sustainability 

and climate protection. It is important for the Kenyan 

government to support the development and integration 

of key technologies such as CPS, IoT, artificial intelligence, 

5G networks, and distributed ledger technology. 

Additionally, measures should be taken to regulate the use 

of digital platforms in the passenger segment (GIZ, 2020), 

which includes ride-hailing and combined passenger 

transportation and delivery services.

The potential of Digital Logistics Platforms (DLPs) has 

gained significant recognition, particularly in road 

transport and freight forwarding aimed at increasing 

load factor through consolidation and reducing empty 

trips. Not only start-ups but also major logistics service 

providers, competitors, and customers have established 

their own platforms. These platforms facilitate the buying 

and selling of vehicle capacity, capacity sharing, and 

computerized vehicle routing (CVRS) and scheduling 

using digital tools. Advanced systems can optimize fuel 

consumption and reduce CO2 emissions, even if it doesn't 

necessarily minimize vehicle or ton-kilometers. In Kenya, 

several logistics companies have emerged, operating 

similar to public transport models but dealing with large 

cargo and facing complex logistical challenges. By utilizing 

DLPs, these companies improve capacity utilization, avoid 

waste transport, and reduce GHG emissions.

3.3.4	 Shifting freight to lower carbon transport 
modes can contribute to Kenya’s 
comparative advantage 

Kenya aims to transition its freight logistics while 

maintaining a low-carbon comparative advantage, as 

low-carbon logistics are more efficient and competitive. 

The completion of the Standard Gauge Railway (SGR) and 

revitalization of other rail lines contribute to this goal. 

Shifting freight transportation to railways could save over 

20,200 MtCO2 emissions for each one million tonnes 

of freight. Currently, only a small percentage of imports 

and exports are transported by rail, indicating room for 

intermodal growth. The SGR connects the port of Mombasa 

with inland container depots, facilitating the movement 

of millions of tonnes of freight. However, feeder lines to 

export and industrial zones are lacking, requiring trucks 

for last-mile delivery. Transitioning more freight to the SGR 

would significantly reduce CO2 emissions compared to 

road transport.

Electrifying the Standard Gauge Railway (SGR) instead 

of using diesel trains, could reduce emissions in the 
subsector by approximately half. Complete electrification 
of the SGR is estimated to result in annual emissions 
savings of over 53,000 MtCO2e, with the majority of the 
savings coming from the freight rail sector.32 However, the 
impact of these emissions is expected to be significantly 
lower compared to the long-term emissions savings. With 

a traffic volume of nearly 6 million tonnes in 2021, the 

SGR is becoming economically viable for investment in 

30	 https://www.icao.int/environmental-protection/Documents/ActionPlan/22.09.2022_Final%20Aviation%20Environmental%20Action%20Plan%202022-2028_signed.pdf 
31	 https://www.airportcarbonaccreditation.org/participants/africa.html 
32	  It's important to note that these estimations do not include emissions from the necessary infrastructure for electrification or emissions during the construction process.
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electrification, aligning with the further development of 

the railway sector. The electrification of the SGR, as outlined 

in the NCCAP, should be subject to further study.

Opening access to rail infrastructure, including the SGR 

and MGR, to encourage private sector investment and 

increase the efficiency of rail operations would require 

pricing and access terms to be developed and de-risked. 

Challenges in the dominance of trucking over rail transport 

include high double handling costs, unpredictable service 

levels, and inadequate infrastructure linkages. While rail 

freight may gain modal share in the future, trucking is 

expected to remain the primary mode of freight transport, 

especially for first and last-mile delivery due to limited rail 

accessibility and maritime frequency. Given the current 

limitations of battery technology, electrifying long-haul 

heavy-duty trucks poses challenges, and alternative 

technologies like hydrogen are still in development. 

Therefore, it is crucial to prioritize policies that decarbonize 

and improve the efficiency of trucking operations. 

Complementary measures such as cargo consolidation, 

equipment sharing and standardization, digitalization 

of transport corridors, and seamless intermodal truck-

rail transitions for containerized freight can enhance the 

efficiency of trucking and logistics operations.

3.3.5	 Change in supply chain strategy and 
management and other measures at trade 
gateways can further improve sustainability 

There are significant opportunities to improve 

environmental sustainability further by optimizing 

the supply chain network, including developing 

footprint models and revisiting the location of 

production, warehouses, and distribution centers as 

well as transportation routes/modes. This may involve 

establishing private sector-led Inland Container Depots 

(ICDs) or dry ports along transportation routes, facilitating 

connections between industries with bulk transport needs 

and specialized terminals. While centralized facilities can 

reduce the carbon intensity of warehousing operations, 

the additional GHG emissions from transporting goods 

over longer distances to and from fewer locations can 

offset these gains. Therefore, the economically optimal 

supply chain arrangement may not always be the one with 

the minimum GHG emissions.

To ensure optimal supply chain arrangements, it is 

important to carefully study the aggregation, distribution, 

transport, storage, and trade-related processes 

of key export products from both an economic 

and environmental perspective. Kenya's economic 

geography, concentrated export/import basket, and highly 

concentrated freight flow along the Northern Corridor 

make it well-suited for such assessments. However, the 

logistics infrastructure and services offered by railways and 

ports in Kenya seem to be largely geared towards imports 

rather than exports. Challenges exist in the efficient, timely, 

and cost-effective export of goods by sea, with Mombasa 

Port and the SGR being highlighted as potential obstacles. 

The port experiences delay for container ships, and 

perishable goods are not given priority treatment.

It is important to carefully study the aggregation, distribution, 
transport, storage, and trade-related processes of key export products 
from both an economic and environmental perspective.
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3.4. Shift ing to greener and reliable urban 
mobility soluti ons can contribute 
to increased labor producti vity and 
improved air quality

Adopting a Avoid-Shift-Improve and Resilience (ASI+R) 

approach to urban transport will guide a low-carbon 

footprint and economic development in emerging 

and expanding cities in Kenya. Rapid urbanization 

accompanied by urban sprawl has made urban access 

an overwhelming challenge in urban areas of Kenya: (a) 

Traffi  c congestions in the Nairobi Metropolitan Area alone 

costs the economy about US$1 billion a year33  -  a 2020 

study revealed that about 40 and 60 percent of men 

and women respectively in Nairobi travel longer than 60 

minutes during peak hours.34 This travel time is explained 

by the modes of transport used and the insuffi  cient public 

transport system and traffi  c management which lead to 

severe traffi  c congestion; (b) Kenya’s annual cost of road 

traffi  c accidents, in which most victims are pedestrians in 

urban areas, is equivalent to about US$3 million;35 and (c) 

approximately 19,000 people die each year in Kenya due 

to air pollution, of which vehicle emissions are the main 

source of pollution in urban areas.36 The AIS+R approach can 

involve (i)  developing a comprehensive enabling national 

urban transport policy (NUTP) framework, (ii) establishing 

green and reliable public transport system, (iii) integrating 

transport and land use planning, and (iv) creating safe and 

secured walking and cycling environment in urban areas. 

This will have a strong positive impact on GHG reductions 

with reduced energy consumption, improved accessibility 

to opportunities and services, and creating the Kenyan 

cities more livable.  

Low-carbon urban mobility solutions should prioritize 

developing an integrated and reliable multi-modal 

public transport system with adequate non-motorized 

transport facilities (such as sidewalks, bike lanes) for fi rst/

last mile connectivity, and shifting from a car-centric to 

people-centric approach. The government is prioritizing 

the upgrading and improvement of commuter rail in Nairobi 

Metropolitan area. An improved public transit system by 

203037 with the modal shift to greener and higher capacity 

public transportation modes38 would mean an emission 

reduction of 78.1 thousand tonnes of carbon dioxide 

equivalent (tCO2e) for 2030 and approximately 224.1 

thousand tCO2e for 2040 in Nairobi Metropolitan Area.  In 

addition, as Kenya is seeing rapid motorization growth of 

about 10 percent annual growth rate over the last decade, 

the establishment of reliable public transportation in 

major urban centers with improved technology and more 

stringent standards will contribute to (a) reducing traffi  c 

congestion and air pollution, (b) improving road safety, 

and (c) developing sustainable motorization management 

system in Kenya.  

Adopting e-mobility in conjunction with the 
development of mass rapid transit system will be 
a game changer for Kenya. Coupled with bus route 

rationalization, e-mobility would enable the achievement 

of higher vehicle kilometer travelled (VKT) which would 

33 https://www.bloomberg.com/news/articles/2019-09-24/traffi  c-jams-in-kenya-s-capital-bleed-1-billion-from-economy#xj4y7vzkg
34 A.Kishiue, K.Dominguez Gonzalez, E. St. John. 2020. Gender in Urban Transport in Nairobi, Kenya.
35 National Transport and Safety Authority Road Safety Status Report 2015. 
36 The World Health Organization (WHO) estimates.
37 With the modal share of public transport being about 43.4 percent
38 including 9 percent shift from Matatus to Mass Rapid Transit, including Commuter rail and Bus Rapid Transit (BRT) by 2030 and 14 percent shift from Matatus to Commuter rail and 

BRT by 2040

Figure 29: Challenges in aggregation, storage and transport (2020) 

Source: MercyCorps, 2020.
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result in additional fuel saving, reducing traffic congestion 

and air pollution. While the share of buses is anticipated 

to be about one percent in EV stock in 2030, adopting EV 

in public transport could reduce 1.22 million tCO2e (22 

percent). Meanwhile the Ministry of Roads and Transport 

is working on the standards of charging facilities, there is 

also the need to establish the demand profile, the charging 

tariff design, and the battery end-of-life management 

regulations applicable for battery electric buses (BEBs) and 

other battery electric vehicles (BEV) types to advance the 

transition to e-mobility. 

3.5.	 Augmenting engagement in carbon 
markets can mobilize climate financing 
while generating socio-economic benefits 

In Kenya several sectors could generate credits for 

carbon markets, including forestry, blue economy, 

agriculture, buildings, energy, and transport. Carbon 

credits can be sold in compliance markets under Article 6 

of the Paris Agreement, when they receive authorization 

from the government committing to undertake a 

“corresponding adjustment”39 or voluntary markets. At 

COP27, Kenya announced its commitment to scaling 

voluntary carbon markets. The private sector has also 

shown interest in participating in voluntary carbon 

markets. Carbon credits without government authorization 

can be sold to corporate buyers in voluntary carbon 

markets. Voluntary carbon markets have grown rapidly 

in recent years, quadrupling in value between 2020 and 

2021 to $2 billion. While global macro-fiscal uncertainties 

have impacted prices over the past year, volumes have 

remained strong. At present, prices in voluntary carbon 

markets range between $1 – 5 per tCO2e. Kenya is one of 

the African countries expected to benefit from the new 

Africa Carbon Markets Initiative (ACMI), which aims to 

support the rapid growth of carbon credit generation and 

associated jobs in Africa. ACMI also plans to secure advance 

market commitments for high-integrity African carbon 

credits from major carbon credit buyers and financiers to 

mobilize revenues at scale from carbon markets. However, 

Africa does not have a local ecosystem for supporting 

carbon credit generation (and currently has to rely on 

expertise from other regions), raising questions regarding 

how to verify the quality and integrity of credits, and how 

to ensure equitable distribution of revenue. 

Bilateral carbon trades under the Paris Agreement could 

potentially provide substantial revenues for Kenya, 

particularly if prices are reflective of the opportunity 

cost of additional mitigation action. Studies suggest 

that carbon markets under Article 6 could grow to as 

much as $300 billion a year by 2030.40 However, these are 

likely to require time for operationalization, as countries 

establish the necessary domestic systems and institutional 

processes to participate in such markets. Through a recent 

amendment to the Climate Change Act, Kenya has outlined 

a framework for decision-making related to participation 

in carbon markets. Steps to finalize and approve the 

framework and operationalize it will be imperative to 

benefit from the opportunities in the compliance market. 

3.5.1	 Enabling carbon credits of high quality could 
favorably position Kenya in carbon markets 

Capitalizing on carbon markets will require the 

Government of Kenya to finalize the formulation of a 

robust legal framework to provide the necessary legal 

basis for carbon markets and to operationalize the 

legislation. The legal framework should be in line with the 

NDC targets, and present clearly the potential for carbon 

markets and processes to be followed, the necessary inter-

ministerial coordination, and linkages between compliance 

and voluntary markets. Aligned with this should be 

the country’s Article 6 strategy, pricing strategy and 

infrastructure strategy that includes monitoring, registry, 

and reporting. The Article 6 strategy should help Kenya 

determine under what conditions it would be beneficial 

to participate in Article 6, how to participate, and the 

operational issues.  Underpinning Kenya’s Article 6 strategy 

should be a clear understanding of the cost of meeting its 

NDC target to avoid overselling. In parallel, to benefit from 

the potential in carbon markets, Kenya will need to ensure 

the environmental integrity of its carbon credits. This will 

require development of the necessary infrastructure for 

measurement, reporting, and verification (MRV) systems 

and registry infrastructure. The MRV provides evidence that 

an activity has actually avoided or removed harmful GHG 

emissions so that actions can be converted into credits 

with monetary value.  A robust MRV system would help 

ensure high environmental integrity and support meeting 

international standards.

39	 A “corresponding adjustment” is an accounting mechanism that ensures that a credit transferred internationally is not used by the selling country to demonstrate 
achievement of its own NDC.

40	 IETA (2021). The Potential Role of Article 6 Compatible Carbon Revenues in Reaching Net-Zero. https://www.ieta.org/resources/Resources/Net-Zero/Final_Net-zero_A6_
working_paper.pdf
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3.5.2	 The forest sector has been the primary source 
of carbon credits and can continue to be an 
important source of credits in both voluntary 
and compliance markets

Forests and land use are estimated to have generated 

more than half of the carbon credits Kenya issued since 

2005 on the voluntary carbon markets and are expected 

to continue to be an important source of credits going 

forward. Kenya could continue to generate carbon credits 

from forests and land use considering its potential to 

restore 5.2M ha through forest landscape restoration (FLR). 

This could attract buyers if the quality and environmental 

integrity of the credits can be demonstrated. FLR 

includes enriching natural forests, planting new forests 

(afforestation), intensive agroforestry systems, establishing 

woodlots and commercial bamboo plantations, and 

planting trees along roadsides and in silvo-pastoral systems, 

all of which can contribute to carbon sequestration. The 

GoK’s ambition of planting an additional 10.58M ha with 

trees by 2032, requires, in addition to FLR of 5.2M ha, 

expansion of intercropping, farm forestry, and integration 

of trees in rangelands. Depending on evidence that can 

be generated on the integrity of the carbon sequestration 

associated with these activities, intercropping of trees 

with agricultural crops could contribute to carbon 

sequestration through above ground biomass and below 

ground biomass (soil biomass). For example, carbon stock 

in a traditional maize system was estimated at 0.03tons/

ha while under intensive agroforestry it is estimated at 0.8 

tons/ha. Similarly, shifting from a poorly managed to well 

managed Eucalyptus woodlots could mean a three-fold 

increase in the annual increment of the stands resulting in 

an associated increase in above ground carbon.  

Measures to curb deforestation and forest degradation, 

to achieve FLR, are also economically justified by the 

co-benefits they can generate. Successful landscape 

restoration will require addressing the main drivers of 

deforestation and forest degradation, such as illegal 

encroachment of forest lands for agricultural expansion 

for both subsistence agriculture and commercial farming,41 

wood extraction (including for fuelwood) and livestock 

grazing. Secure tenure will also be important for generating 

carbon credits from afforestation as the investment is long-

term in nature.  Ongoing efforts to transition households 

from wood and charcoal cooking to improve cookstoves 

could (at the current rate of transition) reduce degradation 

of approximately 1.7M ha of forests from fuelwood 

extraction. The resulting reduced reliance on fuelwood 

reduces indoor air pollution and is associated with lower 

morbidity and mortality. Addressing drivers of deforestation 

could reduce loss of wildlife which are central for Kenya’s 

tourism sector (Said et al 2016 as cited by Damania, 2019). 

3.5.3	 Expansion of renewable energy can generate 
carbon credits

Existing opportunities with renewable energy are 
expected to attract private sector companies that 
serve climate conscious consumer segments or have 
large carbon reduction target, including with export 
value chains. Kenya has significant experience with 

carbon markets under the Kyoto Protocol, with the 

largest portfolio of Clean Development Mechanism 

(CDM) activities in East Africa, including Kenya Electricity 

Generating Company PLC (KenGen), a state-owned 

company responsible for electricity generation. During 

2018-19, the World Bank provided technical assistance to 

41	 Confirmed in discussions with MoEF and KFS in July 2022. 

Expansion of renewable energy can generate carbon credits
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pilot the generation of emission reduction credits from 

KenGen’s geothermal projects. There are registered CDM 

projects by the Ministry of Energy and Petroleum (MoEP) 

for renewable off -grid solutions as well as by the Kenya Tea 

Development Agency (KTDA) for small hydro-based power 

generation projects. According to a technical study by the 

Government of Kenya, over 40 million tCO2e avoided is 

estimated from new wind power, solar photovoltaic, and 

geothermal technology capacity. Kenya aims to achieve 

100 percent clean energy for all by 2030. The deployment 

of renewable solutions to achieve energy access could 

potentially generate signifi cant emission reductions.42 An 

assessment for the arid and semi-arid lands (ASALs) found 

that off-grid connections are projected to be 20 percent 

of connections by 2030 (based on a business-as-usual 

scenario as per the 2019 census). The growing carbon 

markets can provide much needed complementary 

financing for increasing investments in renewables and 

also facilitate an equitable and just energy transition. As 

with credits in other sectors, investors in renewables will 

need support to generate high quality, high integrity 

carbon credits to receive a high price. 

3.5.4 Opportunities to convert eff orts to lower 
the carbon footprint of Kenya’s construction 
industry into carbon credits should be 
further explored

The poor urban planning that has underpinned rapid 

urbanization in Kenya has led to the acute lack of 

infrastructure and a relatively large percentage of 

Kenya’s population residing in urban slums.43 Kenya 

currently has an aff ordable housing defi cit exceeding 2 

million units and is expected to reach 3 million units by 

2025.44 GoK’s goal to close the aff ordable housing gap and 

improve urban infrastructure means a signifi cant expansion 

of construction activities, and with it expanded production 

of cement. 

Lowering the GHG emissions of the construction sector 

could be targeted at the cement industry or adopt a 

whole-life carbon mitigation eff ort that lowers emissions 

over the course of the building’s life cycle.45 The cement 

sector is a signifi cant consumer of thermal energy and 

could substitute at least 30 percent of its demand with 

economically viable alternative fuels such as municipal 

waste, agricultural waste and sewage sludge, all of which 

42 Emission reductions generated are likely to be higher for off -grid solutions since Kenya’s grid already has a signifi cant proportion of renewable electricity from geothermal 
and hydropower. 

43 Kenya RISE study
44 Kenya Needs 2 Million More Low-income, https://www.worldbank.org/en/country/kenya/publication/kenya-needs-2-million-more-low-income-homes-building-them-

would-boost-its-economic-growth, Date published: 13 April 2017 (Accessed 31 March 2023)
45 United Nations Framework Convention on Climate Change, https://unfccc.int/sites/default/fi les/resource/HS_ActionTable_2.1.pdf published 2021, (Accessed 18th April 2023)
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would reduce the CO2 emissions due to reduced use of 

coal.46 A 2017 study estimated this could mean a saving 

up to 10 percent, or approximately US$7-8 million/year, 

in total fuel costs. A more complete approach would 

require a transition to future low-carbon buildings that 

are based on designs that use multi-beneficiary material 

approaches and incorporate a whole building cycle and 

system-thinking methodology. Using a scenario in which 

Kenya, by 2050, puts in place 6.23 million new housing 

units that houses approximately 24.2 million people, the 

building and construction impact of achieving this output 

from 2023 to 2050 could result in cumulative emissions of 

approximately 412.01 million tCO2e. The GHG emissions 

could be reduced to 219.23 million tCO2e if adjustments 

were made to include close to 100 percent renewable 

energy, zero-emissions cement production, greater use 

of existing fiber sources, use of tested alternatives to steel, 

adopting plastic replacement technologies, using solar 

water heating, photovoltaics for electricity generation, 

energy efficient lighting and appliances, and reducing on-

site and pre-site waste from 30 percent to 50 percent. 

Further exploring the role of carbon markets in 

the construction sector by mapping the emission 

reduction generating activities and the methodological 

approaches for estimating their mitigation potential 

could help inform a strategy for effectively leveraging 

carbon markets. There is room to explore the potential for 

carbon credits to contribute to financing specific elements 

of the shift to a whole-life carbon mitigation approach. In 

addition to generating carbon credits, greening of the 

construction sector would result in other development 

co-benefits, such as air quality benefits while helping 

meet the government’s target on affordable housing 

contributing directly and indirectly to socioeconomic 

mobility and productivity.  

3.5.5	 E-mobility sector, while nascent, is generating 
evidence of its potential to reduce emissions 
and its potential to generate carbon credits 
should be further examined 

The transition to electric vehicles47 could also assist 

with maintaining a low-carbon development pathway. 

E-vehicles could result in reductions of 5.13 million 

tCO2e emissions and 27 thousand tonnes in emission 

of local pollutants (NOx, SOx, PM10), and reduced fuel 

consumption of 161 million liter of gas and 37 million liters 

of diesel by 2030. Under the vehicle kilometer travelled 

(VKT) assumption in Nairobi City, an additional 362.2 

thousand tCO2e of emission and 3.8 thousand tonnes 

of local pollutants emission (NOx, SOx, PM10) could be 

reduced by 2030. The supporting actions described earlier 

in the subsection on greener and reliable urban mobility 

solutions will be instrumental to facilitate this transition. 

Furthermore, GoK should facilitate innovative business 

models in the e-mobility space in order to enhance the 

contribution of this sector to reducing GHG emissions. 

An illustrative example is BasiGo, which is pioneering 

a customized battery leasing model to make up-front 

costs of electric buses affordable. To date, this pilot has to 

contributed to buses covering 245,000 km while avoiding 

emissions of 112 tCO2 and transporting approximately 

291,000 passengers. 

46	 IFC. 2017. Use of Alternative Fuels in the Cement Sector in Kenya: Opportunities, Challenges and Solutions. Washington DC: World Bank Group (with financing from KGGTF)
47	 30 percent of private and passenger vehicles in new registration and 70 percent of 2wheeler and 3 wheelers in new registration will be electric vehicle 

The GHG emissions could be reduced to 219.23 million tCO2e 
if adjustments were made to include close to 100 percent 
renewable energy
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Further work on methodologies would be required 

to harness the potential of carbon markets for Kenya’s 

transport actions. The generation of carbon credits 

from the transport sector, derived mostly from modal 

shifts, in previous efforts has resulted in low volumes of 

emission reductions due to difficulties in the application of 

monitoring, reporting, and verification (MRV) approaches. 

3.5.6	 By sustaining a low-carbon development 
path kenya could benefit from global 
decarbonization efforts while advancing on the 
country’s inclusive growth agenda

Kenya could further strengthen its leadership position 

on climate change by maintaining a low-carbon growth 

pathway, in line with its NDC commitments, and 

becoming part of the solution to global decarbonization 

efforts. Kenya contributes less than 0.1 percent of GHG 

emissions annually48, and has the opportunity to choose 

a future growth path that is carbon intensive or one that 

sustains low-carbon growth. In two enabling sectors 

– transport and energy – maintaining a low-carbon 

orientation is justified based on efficiency, benefits of 

reduced reliance on imported fossil fuels, domestic job 

creation, socioeconomic co-benefits, and distribution of 

costs over the next decades. Price shocks and supply chain 

disruptions caused by recent global events (the pandemic 

and war on Ukraine), and the increased attention to 

climate change in export markets such as the EU, reinforce 

the compelling case for continuing on a low carbon 

pathway. Staying on a low-carbon growth path will require 

prioritizing among possible investments in key sectors 

(e.g., investments in modal shifts in the transport sector) 

and incentivizing reduced fossil fuel usage.49 Under current 

fiscal realities, sustaining a low-carbon pathway and 

meeting growth objectives will require mobilizing private 

sector, and climate financing. 

Carbon markets are one source of non-debt financing 

for climate action that Kenya could tap by producing 

high quality carbon credits. Several sectors in Kenya, 

including land use/forestry, energy, transport, and 

potentially construction, could both generate carbon 

credits that have environmental integrity and contribute 

to the country’s development agenda. Complementing 

revenues from carbon markets with the mobilization, over 

time, of other sources of climate finance (e.g., dedicated 

climate funds, innovative financing instruments, such 

as sustainability linked bonds) that are part of a broader 

climate finance strategy will be necessary to decouple 

growth from carbon intensity. Nevertheless, there is strong 

rationale for GoK to opt for a low-carbon development 

path that leverages the global decarbonization agenda 

and accesses carbon finance while delivering on its 

commitments for inclusive growth.

48	 USAID. (2021). Kenya Climate Change Country Profile, (link).
49	 Additional information on possible investment priorities and opportunities for financing a low-carbon development path will be available in the materials associated 

with the forthcoming Kenya CCDR.
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Table A1: Selected economic indicators, 2018-2025

2019 2020 2021 2022 2023 2024 2025

Act. Act. Est. Proj. Proj. Proj. Proj.

Output and prices (Annual percentage change, unless otherwise indicated)

Real GDP 5.1 -0.3 7.6 4.8 5.0 5.2 5.3

    Agriculture 2.7 4.6 -0.4 -1.6 3.8 4.2 4.2

    Industry 4.0 3.3 7.5 3.9 4.9 5.1 5.3

    Services 6.7 -1.8 9.5 6.7 5.4 5.6 5.6

Private consumption 5.0 -1.5 6.2 3.1 5.3 5.2 5.4

Government consumption 5.6 3.0 5.7 7.4 3.5 3.0 2.9

Gross fixed capital investment 4.5 2.3 10.8 -1.1 7.7 9.2 9.5

Exports, goods and services -3.2 -14.9 15.3 10.7 7.4 7.8 7.6

Imports, good and services 1.8 -9.4 22.2 4.5 7.3 7.3 8.1

GDP deflator 4.3 5.1 4.5 5.4 6.5 5.8 5.7

CPI (period average) 5.2 5.3 6.1 7.6 7.8 5.8 5.5

Money and credit (Annual percentage change, unless otherwise indicated)

Broad money (M3) 5.6 13.2 6.1 7.1 .. .. ..

Credit to non-government sector 7.1 8.5 8.5 12.5 .. .. ..

Policy rate (CBR) 8.5 7.0 7.0 8.8 .. .. ..

NPLs (percent of total loans) 10.0 12.2 11.1 11.4 .. .. ..

Central government (fiscal year i.e 2019 = 2019/20) (Percent of GDP, unless otherwise indicated)

Total revenue & grants 17.1 16.1 17.5 17.6 18.1 18.0 18.2

Tax revenues 13.0 12.6 13.9 14.0 14.9 14.9 15.2

Non-tax revenues 3.9 3.3 3.4 3.4 2.9 2.9 2.7

Grants 0.2 0.3 0.2 0.2 0.3 0.3 0.3

Expenditure 24.2 24.4 23.8 23.4 22.5 22.0 21.8

Current 15.5 15.9 16.8 16.2 15.1 14.7 14.3

Capital 5.6 4.9 4.2 4.2 4.7 5.0 5.3

Primary balance -2.8 -3.8 -1.8 -1.1 0.3 0.7 0.7

Overall balance including  grants -7.0 -8.2 -6.3 -5.7 -4.4 -3.9 -3.6

Financing 7.4 8.4 5.9 5.7 4.4 3.9 3.6

Net domestic borrowing 4.2 5.5 4.8 3.0 3.2 3.4 3.0

Foreign financing 3.2 2.8 1.1 2.7 1.2 0.5 0.6

Public debt stock (fiscal year i.e 2019 = 2019/20) (Percent of GDP, unless otherwise indicated)

Public gross nominal debt 63.0 67.7 67.4 64.8 62.2 59.7 56.7

External debt 33.1 35.2 33.7 32.3 30.0 27.4 25.0

Domestic debt 29.9 32.5 33.7 32.5 32.2 32.2 31.7

Memo:

GDP at current market prices (KES billion) 10,238 10,715 12,028 13,368 14,917 16,607 18,472

Source: World Bank, National Treasury, Central Bank of Kenya, Kenya National Bureau of Statistics
f denotes pojections



June 2023 | Edition No. 27 37

Table A2: GDP growth rates for Kenya and EAC (2018-2022)

2018 2019 2020 2021 2022

Kenya 5.6 5.1 -0.3 7.6 4.8

Uganda 6.3 6.4 3.0 3.4 4.7

Tanzania 5.5 5.8 2.0 4.3 4.6

Rwanda 8.6 9.5 -3.4 10.9 8.1

Burundi 1.6 1.8 0.3 3.1 1.8

Congo (DR) 5.8 4.4 1.7 6.2 8.6

South Sudan -3.5 3.2 9.5 -5.1 -2.3

Source: World Bank

Table A3: Kenya annual GDP (2010-2021)

Years GDP, 
current prices

GDP, 2016
constant prices

GDP/capita,
current prices

GDP
growth

KSh Millions KSh Millions US$ Percent

2010  3,598,000  5,794,000  930  8.1 

2011  4,163,000  6,090,000  1,010  5.1 

2012  4,767,000  6,368,000  1,060  4.6 

2013  5,311,000  6,610,000  1,130  3.8 

2014  6,004,000  6,942,000  1,260  5.0 

2015  6,884,318  7,287,024  1,330  5.0 

2016  7,594,064  7,594,064  1,500  4.2 

2017  8,483,396  7,883,816  1,550  3.8 

2018  9,340,307  8,330,891  1,730  5.6 

2019  10,237,727  8,756,946  1,890  5.1 

2020  10,715,070  8,733,060  1,900  (0.3)

2021  12,027,662  9,395,942  2,080  7.6 

2022  13,368,340  9,851,329  2,170  4.8 

Source: Kenya National Bureau of Statistics and World Development Indicators
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Table A5: National fiscal position
Actual (percent of GDP) 2017/18 2018/19 2019/20 2020/21 2021/22*
Revenue and grants 17.4 17.7 17.1 16.0 17.5

Total revenue 17.1 17.5 16.9 15.7 17.3
Tax revenue 15.3 15.4 14.8 13.7 15.1

Income tax 7.2 7.0 6.7 6.1 6.9
VAT 4.0 4.2 3.6 3.6 4.1
Import duty 1.1 1.1 0.9 1.0 0.9
Excise duty 1.9 2.0 1.8 1.9 2.0

   Other revenues 1.2 1.0 1.8 1.2 1.2
   Railway levy

   Appropriation in aid 1.8 2.1 2.1 2.0 2.2
 Grants 0.3 0.2 0.2 0.3 0.2

Expenditure and net lending  24.1 25.0 24.2 24.2 23.8
Recurrent  15.1 15.7 15.5 15.8 16.8

Wages and salaries 4.4 4.3 4.2 4.3 4.1
Interest payments 3.6 3.9 4.1 4.4 4.5
Other recurrent 7.1 7.5 7.2 7.1 8.2

Development and net lending 5.3 5.6 5.6 4.9 4.2
County allocation 3.7 3.7 3.1 3.5 2.8
Parliamentary service 0.3 0.3 0.3 0.3 0.3
Judicial service 0.1 0.1 0.1 0.1 0.1
Equalization of funds 0.0 0.1 0.0 0.0 0.0

Fiscal balance
Deficit including grants (cash basis) -7.0 -7.3 -7.0 -8.2 -6.2
Financing  7.1 7.4 7.4 8.4 5.9
Foreign financing 3.1 3.1 4.2 5.5 4.8
Domestic financing 4.0 4.3 3.2 2.8 1.1

Total public debt (gross) 56.5 59.6 63.0 67.7 67.4
External debt 28.7 31.0 33.1 35.2 33.8
Domestic debt 27.8 28.6 29.9 32.5 33.7

Memo:
 GDP (Fiscal year current market prices, Ksh bn)  8,922  9,746  10,621  11,370  12,736 
Source: National Treasury
Note: *indicate Preliminary results
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Table A6: 12-months cumulative balance of payments
BPM6 Concept (US$ million)

2018 2019 2020 2021 2022

A. Current Account, n.i.e.  (5,048)  (5,541)  (4,619)  (6,027)  (5,480)

Merchandise A/C  (10,201)  (10,679)  (8,430)  (11,439)  (11,760)

Goods: exports f.o.b.  6,088  5,872  6,062  6,730  7,464 

Goods: imports f.o.b.  16,289  16,551  14,492  18,169  19,224 

Oil  3,386  3,310  2,185  3,480  5,568 

Services  1,596  1,767  355  740  1,588 

Services: credit  5,477  5,621  3,732  4,859  6,695 

Services: debit  3,881  3,854  3,377  4,120  5,107 

Income  3,557  3,371  3,456  4,673  4,693 

B. Capital Account, n.i.e.  263  208  131  195  176 

C. Financial Account, n.i.e.  (6,547)  (6,233)  (2,950)  (7,058)  (4,019)

Direct investment: net  (1,463)  (1,132)  (499)  4  (562)

Portfolio investment: net  (627)  (1,312)  1,279  (135)  705 

Financial derivatives: net  11  (5)  (73)  (35)  (56)

Other investment: net  (4,457)  (3,789)  (3,730)  (6,927)  (4,161)

D. Net Errors and Omissions  (720)  154  38  (416)  (938)

E. Overall Balance  (1,030)  (1,059)  1,427  (845)  2,167 

F. Reserves and Related Items  1,030  1,059  (1,427)  845  (2,167)

Reserve assets  885  905  (819)  1,185  (1,550)

Credit and loans from the IMF  (145)  (154)  608  847  617 

Exceptional financing  -    -    -    (507)

Gross Reserves (US$ million)  11,516  12,851  12,992  14,199  12,085 

Official  8,231  9,116  8,297  9,491  7,969 

Commercial Banks  3,286  3,735  4,695  4,708  4,115 

Imports cover (36 months import)  5.3  5.5  5.1  5.6  4.4 

Memo:

Annual GDP at Current prices (US$ million)  92,203  100,380  100,748  110,264  113,122 

Source: Central Bank of Kenya
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Table A7: Inflation

Year Month Overall Inflation Food Inflation Energy Inflation Core Inflation

2020

January 5.8 14.9 4.7 2.2

February 6.4 9.6 5.5 2.3

March 5.5 11.9 4.5 1.9

April 5.6 11.6 4.9 2.0

May 5.3 10.6 5.0 1.8

June 4.6 8.2 5.4 1.6

July 4.4 6.6 6.1 2.0

August 4.4 5.4 7.6 2.1

September 4.2 5.2 7.6 1.9

October 4.8 5.8 8.2 2.5

November 5.3 6.1 7.8 2.9

December 5.6 7.2 8.1 2.9

2021

January 5.7 7.4 8.7 2.7

February 5.8 6.9 10.1 2.7

March 5.9 6.7 11.1 2.7

April 5.8 6.4 10.5 2.7

May 5.9 7.0 10.0 2.8

June 6.3 8.5 9.5 2.8

July 6.4 8.8 8.2 3.0

August 6.6 10.7 6.5 2.7

September 6.9 10.6 7.6 2.9

October 6.5 10.6 7.0 2.4

November 5.8 9.9 7.2 2.0

December 5.7 9.1 7.2 1.9

2022

January 5.4 8.9 6.0 1.9

February 5.1 8.7 4.7 2.0

March 5.6 9.9 4.3 2.2

April 6.5 12.2 6.2 2.4

May 7.1 12.4 6.2 2.6

June 7.9 13.8 7.0 3.0

July 8.3 15.3 6.3 3.1

August 8.5 15.3 6.6 3.4

September 9.2 15.5 8.8 3.6

October 9.6 15.8 9.4 4.0

November 9.5 15.4 8.9 4.3

December 9.1 13.8 9.6 4.3

2023

January 9.0 12.8 10.2 4.7

February 9.2 13.3 10.3 4.8

March 9.2 13.4 10.1 4.7

April 7.9 10.1 9.7 4.8

Source: World Bank, based on data from Kenya National Bureau of Statistics
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Table A9: Mobile payments

Year Month Number of agents
Number of 
customers 
(Millions)

Number of 
transactions 

(Millions)

Value of 
transactions 

(Billions)

2020

January 231,292 59.2 150.2 371.9

February 235,543 58.7 148.5 350.5

March 240,261 58.7 150.7 364.5

April 242,275 59.4 125.0 308.0

May 243,115 60.2 135.9 357.4

June 237,637 61.7 143.1 392.2

July 234,747 62.1 157.8 451.0

August 252,703 62.8 163.2 473.5

September 263,200 64.0 163.3 483.2

October 273,531 65.3 174.1 528.9

November 275,960 65.8 170.0 526.8

December 282,929 66.0 181.4 605.7

2021

January 287,410 66.6 173.9 590.4

February 294,111 67.2 164.2 568.0

March 293,403 65.9 182.3 537.8

April 294,706 67.1 173.4 502.2

May 298,883 67.8 180.8 536.7

June 301,457 67.8 175.8 532.6

July 303,718 68.5 184.0 588.0

August 304,822 68.1 184.5 586.5

September 305,831 67.7 180.9 585.4

October 295,105 66.9 190.1 618.1

November 299,053 67.2 186.0 601.0

December 298,272 68.0 189.8 622.1

2022

January 299,860 68.3 181.9 585.8

February 301,108 67.9 171.4 568.7

March 302,837 68.6 195.8 664.3

April 295,237 68.7 188.2 663.5

May 305,830 70.0 193.0 692.6

June 304,693 70.3 186.2 665.1

July 309,856 71.6 194.8 722.5

August 310,450 70.1 184.8 677.4

September 308,799 71.67 189.7 674.47

October 311,957 73.22 196.93 646.5

November 315,240 73.22 190.46 639.84

December 317,983 73.12 207.01 708.06
Source: Central Bank of Kenya
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Table A10: Exchange rate

Year Month   USD UK Pound   Euro

2020

January 101.1 132.2 112.3

February 100.8 130.8 109.9

March 103.7 128.5 114.7

April 106.4 131.9 115.6

May 106.7 131.3 116.1

June 106.4 133.4 119.8

July 107.3 135.3 122.5

August 108.1 141.9 127.8

September 108.4 140.9 128.0

October 108.6 140.9 127.9

November 109.2 144.1 129.1

December 110.6 148.4 134.3

2021

January 109.8 149.7 133.8

February 109.7 151.8 132.6

March 109.7 152.2 130.9

April 107.9 149.3 129.1

May 107.4 151.1 130.4

June 107.8 151.4 130.1

July 108.1 149.4 127.9

August 109.2 150.9 128.6

September 110.2 151.5 129.8

October 110.9 151.6 128.6

November 111.9 151.0 127.9

December 112.9 150.2 127.6

2022

January 113.4 153.6 128.4

February 113.7 153.7 128.8

March 114.3 151.0 126.2

April 115.4 150.1 125.5

May 116.3 145.1 123.0

June 117.3 144.8 124.1

July 118.3 141.8 120.7

August 119.4 143.5 121.0

September 120.4 136.7 119.3

October 121.0 136.6 119.0

November 121.9 143.0 124.2

December 122.9 149.8 130.8

2023

January 123.9 151.3 133.4

February 125.4 151.9 134.5

March 129.7 157.4 138.8
Source: Central Bank of Kenya 
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Table A11: Nairobi securities exchange 
(NSE 20 Share Index, Jan 1966=100, End - month)

Year Month NSE 20 share index 

2020

January  2,600 

February  2,337 

March  1,966 

April  1,958 

May  1,938 

June  1,942 

July  1,804 

August  1,795 

September  1,852 

October  1,784 

November  1,760 

December  1,868 

2021

January  1,882 

February  1,916 

March  1,846 

April  1,867 

May  1,872 

June  1,928 

July  1,974 

August  2,021 

September  2,031 

October  1,961 

November  1,871 

December  1,903 

2022

January  1,889 

February  1,887 

March  1,847 

April  1,801 

May  1,682 

June  1,613 

July  1,701 

August  1,751 

September 1,717.68

October 1,677.76

November 1,637.55

December 1,676.1

2023

January 1,657.32

February 1,646.56

March 1,622.05
Source: Central Bank of Kenya
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Table A12: Central bank rate and Treasury bills

Year Month Central Bank Rate 91-Treasury Bill 182-Treasury Bill 364-Treasury Bill

2020

January 8.3 7.2 8.2 9.8

February 8.3 7.3 8.2 9.9

March 7.3 7.3 8.1 9.2

April 7.0 7.2 8.1 9.1

May 7.0 7.3 8.2 9.2

June 7.0 7.1 7.9 8.9

July 7.0 6.2 6.7 7.6

August 7.0 6.2 6.6 7.5

September 7.0 6.3 6.7 7.6

October 7.0 6.5 6.9 7.8

November 7.0 6.7 7.1 8.0

December 7.0 6.9 7.4 8.3

2021

January 7.0 6.9 7.5 8.4

February 7.0 6.9 7.6 8.8

March 7.0 7.0 7.8 9.1

April 7.0 7.1 7.9 9.4

May 7.0 7.2 8.0 9.4

June 7.0 7.0 7.6 8.4

July 7.0 6.6 7.1 7.5

August 7.0 6.6 7.1 7.4

September 7.0 6.8 7.3 7.8

October 7.0 7.0 7.4 8.1

November 7.0 7.1 7.7 8.7

December 7.0 7.3 7.9 9.1

2022

January 7.0 7.3 8.1 9.5

February 7.0 7.3 8.1 9.7

March 7.0 7.3 8.1 9.8

April 7.0 7.4 8.3 9.7

May 7.5 7.7 8.7 9.9

June 7.5 7.9 9.1 10.0

July 7.5 8.2 9.3 10.0

August 7.5 8.6 9.4 9.9

September 8.3 8.9 9.6 9.9

October 8.3 9.1 9.7 9.9

November 8.8 9.2 9.7 10.2

December 8.8 9.4 9.8 10.3

2023

January 8.8 9.4 9.9 10.4

February 8.8 9.6 10.1 10.6

March 9.5 9.8
Source: Central Bank of Kenya



June 2023 | Edition No. 27 47

Table A13: Interest rates

Year Month

Short-term Long-term

Interbank 91-Treasury 
Bill

Central 
Bank Rate 

Average 
deposit rate Savings 

Overall 
weighted 

lending rate
Interest 

Rate Spread

2020

January 4.4 7.2 8.3 7.1 4.3 12.3 5.2

February 4.3 7.3 8.3 7.1 4.2 12.2 5.1

March 4.4 7.3 7.3 7.1 4.2 12.1 5.0

April 5.1 7.2 7.0 7.0 4.2 11.9 4.9

May 3.9 7.3 7.0 7.0 4.2 11.9 5.0

June 3.3 7.1 7.0 6.9 4.2 11.9 5.0

July 2.1 6.2 7.0 6.8 4.1 11.9 5.2

August 2.6 6.2 7.0 6.6 4.1 12.0 5.3

September 2.9 6.3 7.0 6.4 3.8 11.8 5.3

October 2.7 6.5 7.0 6.3 3.4 12.0 5.7

November 3.3 6.7 7.0 6.3 3.4 12.0 5.7

December 5.3 6.9 7.0 6.3 2.7 12.0 5.7

2021

January 5.1 6.9 7.0 6.3 2.7 12.0 5.7

February 4.5 6.9 7.0 6.5 3.4 12.0 5.6

March 5.2 7.0 7.0 6.5 3.5 12.0 5.6

April 5.1 7.1 7.0 6.3 2.7 12.1 5.8

May 4.6 7.1 7.0 6.3 2.5 12.1 5.8

June 4.6 7.0 7.0 6.4 2.5 12.0 5.6

July 4.2 6.6 7.0 6.3 2.5 12.1 5.8

August 3.1 6.6 7.0 6.3 2.6 12.1 5.8

September 4.7 6.8 7.0 6.3 2.6 12.1 5.8

October 5.3 7.0 7.0 6.4 2.6 12.1 5.7

November 5.0 7.1 7.0 6.4 2.6 12.1 5.7

December 5.2 7.3 7.0 6.5 2.6 12.2 5.7

2022

January 4.3 7.3 7.0 6.5 2.5 12.1 5.6

February 4.7 7.3 7.0 6.6 2.6 12.2 5.6

March 4.8 7.3 7.0 6.5 2.5 12.2 5.7

April 4.7 7.4 7.0 6.6 2.6 12.2 5.6

May 4.6 7.7 7.5 6.6 2.5 12.2 5.6

June 5.0 7.9 7.5 6.6 2.5 12.3 5.7

July 5.5 8.2 7.5 6.7 2.9 12.3 5.6

August 5.4 8.6 7.5 6.9 3.5 12.4 5.5

September 4.3 8.9 8.3 6.8 3.4 12.4 5.6

October 5.1 9.1 8.3 7.0 3.5 12.4 5.4

November 4.6 9.2 8.8 7.1 3.5 12.6 5.5

December 5.4 9.4 8.8 7.2 3.6 12.7 5.5

2023

January 5.9 9.4 8.8 7.5 3.6 12.8 5.3

February 6.4 9.6 8.8

March 7.1 9.8 9.5
Source: Central Bank of Kenya
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Table A14: Money aggregate (Growth rate y-o-y)

Year Growth rates (yoy) Money supply, M1 Money supply, M2 Money supply, M3

2020

January 4.1 5.7 5.5

February 7.3 8.1 7.9

March 4.9 6.4 7.2

April 6.2 7.5 8.6

May 7.1 8.6 9.9

June 7.5 9.6 9.1

July 11.4 11.9 11.3

August 12.7 11.4 11.0

September 14.1 11.0 10.7

October 17.8 11.5 11.5

November 20.5 13.6 14.2

December 12.8 11.9 13.2

2021

January 12.6 11.0 13.2

February 10.6 9.9 12.4

March 7.6 7.7 10.1

April 7.7 7.9 9.3

May 7.8 6.9 7.6

June 5.1 4.6 6.4

July 6.3 5.6 6.9

August 10.0 8.8 10.0

September 6.3 7.2 8.7

October 4.9 6.6 7.3

November 3.5 6.1 7.1

December 7.4 5.6 6.1

2022

January 4.5 4.6 4.7

February 5.6 4.7 4.4

March 4.6 4.9 4.7

April 8.6 6.3 6.9

May 7.8 5.8 6.8

June 7.2 5.2 7.4

July 12.4 5.0 7.6

August 4.9 2.6 5.1

September 8.2 4.3 6.1

October 4.7 2.7 5.2

November 4.4 3.0 5.3

December 6.4 5.3 7.1

2023
January 8.6 6.9 9.2

February 4.9 5.5 8.8

Source: Central Bank of Kenya and World Bank
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Table A15: Coffee production and exports

Year Month Production MT Price KSh/Kg Exports MT Exports value 
KSh Million

2020

January  3,049  439  2,639  985 

February  4,410  427  3,169  1,687 

March  4,845  422  4,604  2,410 

April  2,242  295  4,396  2,590 

May  1,125  276  4,313  2,279 

June  -  502  5,414  2,956 

July  1,310  358  3,546  1,799 

August  1,209  525  3,182  1,484 

September  1,913  484  3,391  1,607 

October  1,329  527  2,732  1,322 

November  1,318  568  3,594  1,837 

December  1,667  660  2,405  1,285 

2021

January  3,824 697  2,129  1,342 

February  5,325 664  3,481  2,161 

March  4,318 544  6,065  4,557 

April  2,196 436  3,337  2,307 

May  4,430  3,010 

June  502 551  3,437  2,272 

July  1,278 674  2,696  1,764 

August  1,479 684  2,504  1,658 

September  1,889 664  2,480  1,735 

October  999 671  2,432  1,674 

November  3,539 775  2,170  1,740 

December  2,816 789  2,314  1,919 

2022

January  5,990 762  3,239  2,634 

February  6,271 730  4,618  3,546 

March  6,646 571  4,067  3,416 

April  1,846 519  5,749  4,468 

May  491 424  5,903  4,877 

June  304 627  4,945  3,818 

July  2,111 664  5,179  3,824 

August  4,380 637  3,213  2,482 

September  3,409 589  3,172  2,365 

October  3,224  2,412 

November  3,654  2,388 

December  2,224  1,416 

2023
January  1,921  1,217 

February  3,878  2,569 

Source: Kenya National Bureau of Statistics
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Table A16: Tea production and exports

Year Month Production MT Price KSh/Kg Exports MT Exports value 
KSh Million

2020

January  53,636  232  48,770  11,452 

February  49,201  214  47,570  11,022 

March  55,733  207  51,441  11,665 

April  49,656  225  57,722  13,193 

May  47,004  210  48,594  11,289 

June  46,378  198  46,399  10,293 

July  36,554  194  46,851  10,014 

August  38,525  217  47,035  10,269 

September  43,413  220  44,725  10,200 

October  48,275  215  43,656  9,937 

November  47,680  218  46,353  10,611 

December  54,412  215  46,167  10,301 

2021

January  48,896.13  223  48,812  11,379 

February  43,398.65  230  50,390  11,726 

March  48,692.71  219  53,432  12,673 

April  44,299.46  207  51,899  11,576 

May  45,321.64  205  50,042  11,071 

June  43,468.95  196  43,993  9,548 

July  34,732.37  189  43,844  9,204 

August  33,635.04  230  44,421  9,874 

September  43,185.49  244  36,308  8,566 

October  48,956.89  268  40,078  10,316 

November  50,719.16  278  45,318  12,181 

December  52,526.36  296  47,922  12,725 

2022

January  48,683.03  294  45,585  12,629 

February  40,825.99  311  44,093  13,303 

March  46,321.07  301  46,044  13,559 

April  41,171.30  304  43,446  12,769 

May  50,093.25  280  47,380  13,777 

June  43,268.31  286  46,795  13,693 

July  33,854.27  280  45,584  13,465 

August  35,894.58  286  42,940  12,604 

September 38,196.24 284.43 48312.32 14,167.67

October 50,466.37 297.81 41077.4 12,252.62

November 49,220.26 303.52 51640.54 16,035.25

December 55,322.62 294.08 47847.99 14,892.05

2023
January 44556.08 13,519.65

February 44328.68 13,510.62

Source: Kenya National Bureau of Statistics
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Table A17: Local electricity generation by source

Year Month Hydro Geo-
thermal Thermal Wind Solar Co-

generation Total 

2020

January 358 477 55 90 8 0 986

February 342 431 54 100 7 0 934

March 359 460 56 86 8 0 969

April 298 412 36 88 8 0 841

May 319 392 56 106 8 0 881

June 334 421 62 88 7 0 913

July 358 433 61 110 7 0 969

August 358 424 71 119 7 0 977

September 356 381 89 140 7 0 973

October 373 440 80 122 8 0 1023

November 385 397 60 148 8 0 997

December 400 393 77 135 7 0 1,012

2021

January 330 465 75 138 7 0 1,015

February 281 422 106 110 7 0 926

March 305 461 63 200 8 0 1,037

April 308 425 60 165 7 0 964

May 369 385 116 130 8 0 1,008

June 318 409 84 185 7 0 1,003

July 286 463 123 153 13 0 1,037

August 274 453 109 190 17 0 1,043

September 262 440 107 187 18 0 1,014

October 309 388 118 201 23 0 1,039

November 293 378 135 196 23 0 1,025

December 339 349 167 131 28 0 1,014

2022

January 320 311 206 156 32 0 1,026

February 244 305 224 123 30 0 926

March 243 410 170 202 35 0 1,061

April 229 441 126 179 31 0 1,006

May 284 521 80 153 33 0 1,071

June 265 494 83 181 28 0 1,051

July 252 521 104 208 25 0 1,111

August 257 513 121 186 22 0 1,099

September 244 488 118 201 26 0 1,077

October 247 478 97 237 39 0 1,098

November 233 494 124 177 39 0 1,067

December 221 541 133 139 42 0 1,076

2023
January 185 525 107 203 47 0 1,067

February 113 472 142 191 43 0 961

Source: Kenya National Bureau of Statistics
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Table A18: Soft drinks, sugar, galvanized sheets and cement production

Year Month Soft drinks litres 
(thousands) Sugar MT Galvanized sheets 

MT Cement MT

2020

January  52,654  53,155  23,397  530,404 

February  42,072  51,083  21,989  548,818 

March  52,109  52,699  18,527  559,424 

April  35,951  45,468  6,259  509,197 

May  34,129  46,350  18,042  511,961 

June  47,273  49,680  23,730  594,421 

July  39,833  53,155  24,493  666,341 

August  39,290  53,434  23,226  712,701 

September  52,436  54,873  20,801  707,033 

October  47,215  54,830  22,868  731,253 

November  42,916  50,227  23,268  668,507 

December  64,707  38,834  20,854  666,855 

2021

January  50,153  58,044  18,631  669,530 

February  42,749  61,508  20,762  612,980 

March  53,157  66,194  21,781  721,444 

April  43,742  58,404  21,572  695,953 

May  40,266  57,796  21,165  717,669 

June  48,457  58,968  22,365  698,424 

July  33,864  57,513  20,343  876,998 

August  43,744  64,134  19,662  896,825 

September  53,383  45,347  17,479  866,344 

October  53,394  49,899  20,111  892,975 

November  56,226  60,022  25,926  807,553 

December  58,453  62,333  20,348  791,050 

2022

January  43,404  64,839  21,546  855,883 

February  42,277  64,191  21,671  818,496 

March  58,367  79,448  19,616  911,250 

April  42,333  68,508  19,479  842,239 

May  41,090  63,209  23,383  752,698 

June  43,736  70,376  22,073  773,153 

July  33,684  70,278  20,895  804,401 

August  38,984  46,460  17,064  745,559 

September  47,873  60,388  21,833  829,930 

October  47,232  74,082  19,690  824,474 

November  49,053  20,589  821,768 

December  57,312  774,124 

Source: Kenya National Bureau of Statistics
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Table A19: Tourism arrivals

Year Month JKIA MIA TOTAL

2020

January  113,082  12,205  125,287 

February  106,352  11,086  117,438 

March  43,346  3,950  47,296 

April  9  -    9 

May  94  -    94 

June  422  2  424 

July  475  1  476 

August  16,091  671  16,762 

September  18,979  761  19,740 

October  27,809  1,173  28,982 

November  30,062  1,149  31,211 

December  43,226  3,109  46,335 

2021

January  43,234  3,045  46,279 

February  32,047  3,005  35,052 

March  37,214  3,194  40,408 

April  27,850  3,037  30,887 

May  32,153  1,735  33,888 

June  46,494  2,038  48,532 

July  64,493  4,532  69,025 

August  72,291  6,257  78,548 

September  66,667  3,633  70,300 

October  67,608  5,201  72,809 

November  71,271  5,435  76,706 

December  82,867  7,637  90,504 

2022

January  63,277  6,655  69,932 

February  67,560  6,390  73,950 

March  76,336  5,073  81,409 

April  77,379  3,949  81,328 

May  87,058  3,429  90,487 

June  103,332  4,834  108,166 

July  118,347  6,580  124,927 

August  103,163  7,892  111,055 

September 100,682 6,240 106,922

October 105,318 8,663 113,981

November 96,533 11,321 107,854

December 113,630 15,086 128,716

2023 January 98,059 15,989 114,048
Source: Kenya National Bureau of Statistics 
Note: JKIA (Jomo Kenyatta International Airport, MIA (Moi International Airport)
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