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CHAPTER ONI
0. INTRODUCTION

Articles 10 and 201 of the Constitution of Kenya emphasizes the importance of Public
participation in the development of National policy documents through engagement of the
public and other stakeholders. Further, section 207 of the Public Finance Management Act
(PFMA), Cap 412A and the attendant regulations underscores the importance of public

participation.

Section 33 (1) of the PFM Act, Cap 412A requires the National Treasury to prepare the
Medium Term Debt Management Strategy (MTDS) for submission to Parliament on or
beforel 5th February every year. In addition, the report by the National Assembly Committee
on Public Debt and Privatization dated 9™ March 2023 made a resolution that henceforth the
National Treasury should be undertaking public participation on the MTDS in line with the
provisions of the law.

It is against this background that the National Treasury undertook country-wide public
participation on the 2025 MTDS from 27" to 31 January, 2025 clustered into seven regions.

1.1. OVERVIEW OF PUBLIC PARTICIPATION

The National Treasury recognizes that Public Participation in budgeting process is a
fundamental constitutional principle that enhance citizen and Government relations, ownership
of programs, prioritization as well as empowerment of Citizens. It encourages innovative
approaches and strategies to development issues leading to efficiency and effectiveness in

development process.

The National Treasury used various platforms and media to invite the public to the scheduled
public fora. The public notice was placed in the Daily Nation of Monday, 20" January, 2025;
the National Treasury Website (https://www.treasury.go.ke/medium-term-debt-management-
strategy/) and facebook page (https://www.facebook.com/share/14rNFoD7aC/).

The participants were accorded the opportunity to appear in person and contribute to the draft
MTDS through written submissions via pdmo @ treasury. co ke and oral submissions during the
plenary and focus group discussions. Every region attracted high turnout. A total of 2000
participants attended the forums representing a 200 percent attendance from the targeted 1000

participants.



S/NO. | MTDS PROPOSED RATIONALE NATIONAL
SECTION AMENDMENT FOR THE TREASURY
BY THE AMENDMENT | COMMENTS
PUBLIC BY THE
PUBLIC
1. | Introduction | To involve To ensure that the | The National Treasury
parliament when public is borrows  with  the
borrowing represented not approval of the National
only when paying | assembly, which is done
but also when annually  during the
borrowing budget process in line
with the provisions of
the law.
2. | Section II. Provide a more Currently the The National Treasury
detailed section publishes External Debt
Review of breakdown of debt | aggregates Register and External
the existing by creditors and domestic and Resources Estimates
public debt purpose external debt Handbook at the end of
stock emphasizing without sufficient | every financial year,
utilization of details on which provides details
external debt for utilization of each loan and the
specific projects Greater project being financed.
e.g. infrastructure | transparency will | In addition, public debt
and social services | enhance statistics are also
accountability published in the Annual
and show Public Debt Report and
alignment of debt | in the Quarterly
with national Economic and Budget
development Review report.
priorities
3. | Section II. Explore other To broaden Part VIII of the 2025
financing investor base and | MTDS states that the
Review of instruments like potentially reduce | Government will
the existing diaspora bonds and | borrowing costs explore emerging
public debt green bonds funding instruments
stock such as Debt Swaps,
Diaspora Bond, Green
Bond etc
4. | PartII: Include contigent | Recognition of The government
Review of liabilities in pending bills as appointed a pending
the existing guaranteed and a part of domestic | bills verification
public debt recognition of the | debt elevates committee to scrutinize
pending bills as them for and analyze the existing
part of the consideration and | national government
domestic debt deployment of pending bills that have
accumulated between




S/NO. | MTDS PROPOSED RATIONALE NATIONAL
SECTION AMENDMENT FOR THE TREASURY
BY THE AMENDMENT | COMMENTS
PUBLIC BY THE
PUBLIC
measures to June 2005 and June
address them. 2022 and make
Pending bills recommendations for
remains a critical | action
constraint to
lending to SMEs.
5. | Section III. Address high cost | Increased debt In developing the
of domestic burden. MTDS The National
Analysis of borrowing. Treasury analyses
costs and alternative strategies
risks of and proposes the
existing optimal strategy aimed
public debt at minimizing the risks
and costs of borrowing.
6. | Part Iv: Include revenue The strategy One of the assumptions
Review of performance to assumes that the | in development of
performance | indicate potential | actual revenue MTDS is that revenues
of the 2023 additional performance will | will perform. However,
MTDS. borrowing be on target. Any | if revenues fail to
requirements deviations would | perform, the National
should revenue have implications | Treasury is mandated by
underperformances | on deficits and its | law to prepare revised
recur (warranting | financing options | MTDS to reflect the
supplementary new changes. This also
budgeting in the applies to when the
strategy period) conditions in external
market does not allow
for government to
borrow.
7. | Section V. Minimize To reduce debt The National Treasury
accumulation of burden has continuously
Debt public debt caused engaged the public
Sustainability | by endless cycle of during the budget
borrowing making process, which

determines the
borrowing levels.

The government has
been undertaking fiscal
consolidation aimed at
reducing government
borrowing by reducing
non-essential
expenditures and
expanding revenue
base.




S/NO. | MTDS PROPOSED RATIONALE NATIONAL
SECTION AMENDMENT FOR THE TREASURY
BY THE AMENDMENT | COMMENTS
PUBLIC BY THE
PUBLIC

Investing Sustainable The core mandate of the

government projects can be government is to

revenues in long- | able to service provide services to its

term income debts and stop citizens from the

generating further revenues raised at

projects. borrowing. minimal cost. However,
the government through
the state-owned
enterprises has been
investing in projects and
programmes whose
benefits are long term in
nature 1.e.,
infrastructure, energy
among other sectors.

8. | Section VL. Prioritize Lacks Internal consultations

addressing prioritization or are ongoing to
Challenges to | duplicate legal timelines for harmonize legal and
debt frameworks e.g. resolving legal institution challenges
management | PFM and CBK and institutional facing the debt

acts and include challenges management.

timelines for

implementing

necessary reforms

9. | Section VI The Government The cost of The government is
Challenges to | to improve credit government engaging with credit
debt rating scores. borrowing will rating agencies by
management reduce providing timely

significantly. responses on aspects
affecting the credit
scores.

10. | Section VIII | Create awareness | To enhance The state department of
Potential to diaspora people | diaspora bond diaspora affairs has
sources of to maximize the attractiveness by | drafted proposals for the
financing success and appeal | promoting issuance of diaspora

of diaspora bond inclusivity, bond
strengthening
investor
confidence and
ensuring broad
base
participation.
1. | Section IX. Focus on domestic | Increase Part VIII of the MTDS
debt market participation of report provides an
Debt development local investors, analysis of potential
management | High reliance on such as pension sources of financing

external debt

funds and

which include




S/NO. | MTDS PROPOSED RATIONALE NATIONAL
SECTION AMENDMENT FOR THE TREASURY
BY THE AMENDMENT | COMMENTS
PUBLIC BY THE
PUBLIC
exposes the cooperatives by spearheading key
country to introducing reforms that deepen the
currency exchange | diversified and market and diversify the
risks accessible debt investor base among
instruments others.
tailored to small
and medium
investors.
12. | Section IX. Reduction of This is because of | The government has
domestic heavy  domestic | been undertaking fiscal
Debt borrowing to 60 borrowing by the | consolidation aimed at
Management | percent Government reducing government
Strategy crowds out the | borrowing by reducing
private sector. non-essential
expenditures and
expanding revenue
base.
13. | Section X Highlight the This will promote | The National Treasury
projects benefiting | transparency and | publishes External Debt
Review of from loan accountability. Register and External
borrowing proceeds. Resources Estimate
plan Handbook on annual
basis, which provides
information on projects
benefiting from loan
proceeds.
14. | Section X Prioritize Minimize long We borrow long term
borrowing at term borrowing for lability
Review of reasonable which is likely to | management operations
borrowing repayment period. | over burden and to address
plan future intergenerational equity
generations.
15. | Part (f), The strategy This proposal will | Internal consultations
Clause 68; proposes an OTC | be streamlined by | are ongoing to
Page 20. exchange to the EABX harmonize legal and
promote trading. institution challenges
Consideration facing the debt
should be given to management
market driven
16. | Paragraph 31. | Inadequacy of Lack of full Internal consultations
Of the MTDS | public debt legal autonomy are ongoing to for full

framework to
guarantee PDMO
autonomy

compromises the
capacity of
PDMO to deliver

on its mandate

autonomy of PDMO to
deliver on its mandate.




No.

Issue raised

Proposed intervention

National Treasury Response

Conduct civic
education on
MTDS

To enable the public better
understand the MTDS.

The government will continue to
create more awareness to the
public through the local NGAO on
MTDS.

Provide popular version
of MTDS in both English
and Kiswabhili.

The National Treasury will
endeavor to provide MTDS
popular version in both English
and Kiswabhili.

Reduction of
public debt as
percentage of
GDP from 65.7
percent to 30
percent

The public debt as at end
June 2024 was 65.7
percent of GDP.

This rate is not desirable.

We proposed to reduce it
to 30% of GDP.

The government through BETA is
making deliberate efforts to spur
economic growth. An increase in
economic growth will translate
into reduction of public debt as a
percentage of GDP. Further, the
government is implementing fiscal
consolidation aimed at reducing
the budget deficit.

Expand the tax
base

Increase the government
revenue by expanding the
tax base.

Expansion of tax base is a
government priority in MTP IV.
Further, the government is
implementing measures to enhance
tax administration.

Projects funded
through debt
should be self-

sustaining.

Projects should be able to
generate  revenue  upon
completion.

Most of the projects and
programmes  implemented by
government are public goods.

However, the government is
exploring implementation of capital
intensive projects through PPP

Embrace use of
Public Private
Partnership
model

Enhance public private
partnership to reduce over
reliance on borrowing and
tax revenue.

The government to
embrace openness and
accountability on PPPs
arrangements/contracts.

The government is currently
implementing PPP model as a form
of project financing.

Draft realistic
budgets that will
require minimal
borrowing

To minimize the cost of
borrowing and live within
our means.

The government is implementing
fiscal consolidation aimed at
reducing the budget deficit.

The national
debt documents
should be made

To ensure transparency
and accountability of
public debt.

The National Treasury has
enhanced transparency and
accountability by availing policy
documents both in print and




No. Issue raised Proposed intervention National Treasury Response
known to electronic forms
Kenyans. (https://www.treasury.go.ke/public-
debt-management/ ) to the public
and engaging the public when
developing these documents.

8. | Add a section To ensure continuous debt | Part V of MTDS provides an
on MTDS report | reduction analysis of Debt sustainability
for analysis of which gives projections of debt
debt reduction over time.

9. | Improve Improve transparency in | The National Treasury publishes
governance, use of loan proceeds and | External Debt Register and
reduce involve public in project | External Resources Estimate
corruption and | monitoring and Handbook on annual basis, which
Mismanagement | evaluation. provides information on projects
of borrowed benefiting from loan proceeds.
funds.

10. | Public Debt To give it autonomy in Discussions are ongoing between
Management management of public the National Treasury and
Office to be debt. necessary stakeholders to ensure
independent. PDMO has sufficient autonomy to

manage public debt.

1. | Encourage more | This will improve our The Government through the
diaspora foreign exchange reserves | Ministry of Foreign and Diaspora
remittances Affairs has put in place incentive
through framework for Diaspora
increased remittances.
awareness
campaigns

12.| Strongly vet To make SOEs more The National Treasury vets SOEs
SOEs seeking accountable and before providing any guarantee as
for publicly transparent in the enshrined in the law.
guaranteed utilization of borrowed
loans to avoid money
default

13. | Digitization of | To enhance efficiency and | The government is committed to
Government effectiveness in delivery enhance efficiency in service
Services of government services. delivery through various

interventions such as onboarding
of government services to E-
citizen platform among others




No.

Issue raised

Proposed
intervention

National Treasury Response

High level of
Corruption

Implement measures
to curb corruption

Enforce money
laundering laws and
regulations

The National Treasury continues to make
tremendous strides in the fight against
corruption including collaboration with
relevant authorities.

The political

Align the political

The Government development agenda

parties’ manifestos to the (BETA) is aligned to MTP IV and Vision
manifestos Country’s long-term 2030, which is the Country’s long-term
should be development plan. development plan.

within the

long-term

development

plans.

Youth The Government to The Government has invested in

unemployment

introduce stimulus
programmes targeting
the youths to create
employment

programmes for youth inclusion such as
Youth Fund, hustler fund, women fund
among others. Further the Government
has set up a Digital Superhighway and
Creative Economy under The Bottom-up
Economic Transformation Agenda
(BETA) to ensure the youth are well
equipped technologically to meet the
demands of the global economy on
matters [CT.

Value addition

Invest in value
addition to spur
economic growth and
job creation.

The Government development agenda
(BETA) focuses on investing in value
chain addition aimed at promoting the
manufacturing sector that will create
more employment opportunities.

Investment in
smart

Government should
invest in smart

The Government development agenda
(BETA) focuses on investing in

Agriculture agriculture to increase | programmes aimed at mitigating effects
productivity. of climate change and promote
agricultural productivity.
Auditing of Improve transparency | All government funds are audited by the
Consolidated | and accountability Office of the Auditor General as per the
Fund provisions of the law and submitted to

Parliament, published and publicized on
website.
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7. | Prioritize To ensure borrowed The government prioritizes ongoing
completion of | money goes to the projects for resource allocation before
projects that intended purpose only | considering new projects.
are
implemented
through public
borrowing

8. | Government To reduce duplication | The cabinet meeting held on 21% of
should merge | of government January 2025, approved reforms including
some services and merging, dissolutions, restructuring and
parastatals associated government | declassification of state corporations to
with related expenditures. reduce government expenditures and
functions. improve service delivery.

9. | Rationalization | The government to The compensation of state and other
of consider Salary cuts of | public officers is reviewed regularly by
compensation | state officers. e.g SRC to ensure sustainability of the wage
to state President, MPs bill.
officers.

104 Prioritization | All pending bills to be | The government appointed a pending bills
of pending audited and make verification committee to scrutinize and
bills them a first charge in | analyze the existing national government

payments pending bills that have accumulated
between June 2005 and June 2022 and
make recommendations for action.

114 Procurement The cost attached to Procurement of government goods and
of Government | procurement of services 1s guided by Public Procurement
of goods and government goods and | and Disposal Act, 2015
services services is higher than

the market price.

p i ¢




1)

3)
4)

1)

2)
3)

4)

Debt is highly technical and should be allocated more time during public participation
Budgetary constraints to hold public participation in each and every county

Low public awareness on matters public debt

Majority of the people did not differentiate between the MTDS and Budget Policy
Statement

There is low public trust on government commitment to act on their input.

Allocate more time during public participation for the public to interact and internalize
the MTDS

Enhance budgetary allocation for MTDS public participation exercise

The government to consider conducting regular civic education on public debt to ensure
meaningful public participation.

The government will enhance feedback mechanisms system

Newspaper notice
Public participation photos
Written memorandum
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THE NATIONAL TREASURY &
ECONOMIC PLANNING

WARAMBE ¢

REPUBLIC OF KENYA

PUBLIC NOTICE

THE NATIONAL TREASURY AND ECONOMIC PLANNING

PUBLIC PARTICIPATION FOR THE 2025 MEDIUM TERM DEBT MANAGEMENT
STRATEGY (MTDS)

The National Treasury and Economic Planning is required to prepare and submit to parliament
Medium Term Debt Management Strategy (MTDS) on or before 15" February of every year
and the MTDS should be aligned to the broad strategic priorities and policy goals set out in
the Budget Policy Statement (BPS). The draft 2025 MTDS is available at the National Treasury
website (https:/www.treasury.go.ke/medium-term-debt-management-strateqy/).

The National Treasury therefore, invites interested members of the general public to attend
public consultations fora on the draft 2025 MTDS in line with Article 201 of the constitution as

per the schedule below.

Date Counties Venue

27/01/25 | Nyeri, Embu, and Kirinyaga, Laikipia, Nyandarua, Samburu, | Nyeri
Kiambu and Murang'a
28/01/25 | Mombasa, Kwale, Tana River, Lamu, Kilifi and Taita Taveta. |Mombasa City
28/01/25 | Kitui, Makueni, Machakos and Kajiado Machakos
28/01/25 | Kisii, Migori, Homabay, Nyamira, Kericho, Bomet, Kisumu, Kisumu City
Vihiga, Bungoma, Busia, Siaya and Kakamega
28/01/25 |Uasin Gishu, West Pokot, Trans Nzoia, Nandi, Baringo, Eldoret
Elgeyo Marakwet and Turkana, Nakuru and Narok
29/01/25 |lsiolo, Wajir, Mandera, Marsabit, Garissa, Tharaka Nithi, and |Isiolo
Meru
31/01/25 | Nairobi City

KICC

Comments can also be submitted to the National Treasury and Economic Planning by close of
business, Friday, 31 January, 2025 through the email address: pdmo@treasury.qo.ke

HON. FCPA JOHN MBADI NG’ONGO, EGH
CABINET SECRETARY
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The Cabinet Secretary NP D MO S o

National Treasury and Economic MY % RISK IS W cdLé o,

P. 0. Box 30007-00100 SReiT”,

NAIROBI. o
e

Sent via email 1o pdmo@tragsun: go k2

Dear Mbad;

ISSIONS 25 MEDI DEBT Gl TEG

We refer fo your public notice inviling the public and stakeholders to make submissions for
consideration in the preparation of the 2025 medium term debt management strategy.

The Kenya Bankers Association hereby submils on behalt of the Banking Industry proposals for your
consideration.

We are available fo provide additional information or clarification as appropriate and we would
appreciate an opportunity to appear before the Cabinel Secretary, National Treasury and Economic
Planning, to further deliberate the proposals.

Yours faithfully

>

Raimond Molenje :
C}-;I?F EXECUTIVE OFFICER bg(]

Kenya Bankers Assoclation, International House, 13" Floor Mama
Telephone: (+254 20) 22321704/2217757/222401:4/2224015 Mablie: (
Website: wwwi.kba.co.ke.
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