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FOREWORD  

The County Budget Review and Outlook Paper (CBROP) 2025 has been prepared 

in accordance with Section 118 of the Public Finance Management (PFM) Act, 

2012. This legislation mandates that each county government produce an annual 

budget review and outlook paper, to be submitted to the County Executive 

Committee by September 30th for review and approval. The 2025 CBROP 

outlines the implementation of priority programmes, policies, and reforms that 

align with the National Government’s Bottom-Up Economic Transformative 

Agenda (BETA) and are captured within the Third Generation County Integrated 

Development Plan (CIDP III 2023-2027). 

 

This paper reviews the county’s fiscal performance for the 2024/25 financial year 

in relation to the approved budget. It also analyzes the projections set out in the 

County Fiscal Strategy Paper (CFSP) 2024, assessing how actual financial 

outcomes for the previous year have impacted compliance with fiscal 

responsibility principles and county financial obligations. Where there are 

deviations from the county’s financial objectives as outlined in the most recent 

fiscal strategy paper, this document provides explanations and recommends 

measures to address identified shortcomings. The updated economic and financial 

outlook herein establishes a broader fiscal framework for preparing the upcoming 

budget. 

 

I am confident that this policy paper will serve as a valuable tool in fostering 

financial discipline and fiscal responsibility, as envisaged in Section 107 of the 

PFM Act, 2012, and will contribute significantly to realizing the ambitions and 

aspirations of the people of Tharaka Nithi County. 

       

 

  

 

CPA. LAWRENCE IRERI K.  RWERIA  

COUNTY EXECUTIVE COMMITTEE MEMBER,  

FINANCE AND ECONOMIC PLANNING.  
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Chapter One introduces the CBROP by outlining its legal framework, significance, objectives, 

and overall structure. Chapter Two details the county’s fiscal performance for FY 2024/25 and 

its implications on financial objectives set out in the Medium-Term Expenditure Framework 

(MTEF). This section is presented in three sub-sections: an overview, fiscal performance, and 

implications of fiscal performance. Chapter Three highlights recent economic developments 

the Medium-Term Fiscal Framework, and risks to the outlook—shifting focus from past 

performance to the present and the immediate future. Chapter Four sets out the county’s 

resource allocation framework, establishing the overall resource envelope and defining 

expenditure limits or ceilings for each county department. Chapter Five concludes the paper 

by reaffirming that the outlined policies: - 

(a) Reflect changed circumstances,  

(b) Are consistent with fiscal responsibility principles under the PFM Act,  

(c) Align with the county’s strategic objectives as the basis for allocating public resources, and 

(d) Are anchored in the County Integrated Development Plan (CIDP) as the blueprint for 

county development. 
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Community Health Promoters - National Grant 22,137,500.00 22,137,500.00 100% 37,950,000                         37,950,000  100% 

Kenya water Sanitation and Hygiene program (K-WASH 
PforR) 

150,000,000.00 0 0% 353,808,808                                       -    0% 

Kenya Urban Support Project (KUSP) UIG 0.00 0 0% 35,000,000 32,309,300 92% 

Other Conditional Grants/Basic Salary Arrears for CG 

Health Workers 
24,597,481   0% 24,597,481   0% 

KDSP II 0.00 0 0% 
                        

37,500,000  
                                      -    0% 

Kenya Urban Support Programme - UDG 0 0 0% 66,362,245   0% 

Road Maintenance Levy 0 0 0% 161,810,687 55,944,250 35% 

Kenya Agribusiness Development Programme (KABDP) 0 0 0% 10,918,919   0% 

Total Amount 1,460,845,751.30 
559,317,341.0
0 

38% 
                   

1,768,548,664  
                      402,080,717  23% 
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Description   Actual Expenditure 

and Revenue FY 

2023/24 

Revised Estimates FY 

2024/25 

 Actual Expenditure 

and Revenue FY 

2024/25 

A. Total Budget [1+2]            5,150,842,719             7,005,682,985            5,407,193,832  

1.0 Total Expenditure            4,431,210,056             5,458,595,982            4,494,329,228  

1.1 Compensation to Employees 2,354,655,972 2,814,098,850 2,710,773,363 

1.2 Use of Goods and Services 920,451,767            1,033,074,153  893,760,152 

1.3 Grants and Other Transfers 1,065,676,480            1,566,803,079  856,052,885 

1.4 Social benefits  20,425,837                 35,000,000  26,742,828 

1.5 Other payments  70,000,000                   9,619,900  7,000,000 

2.0 Other Development               719,632,663             1,547,087,003               912,864,604  

2.1 Other Development               719,632,663             1,547,087,003  912,864,604 

Financed by:       

B. Total Revenue            5,258,282,681             7,005,682,985            5,633,637,947  

3.1 Equitable Share            4,027,976,038             4,749,766,131            4,749,766,134  

3.2 County Own Revenue [CORe]               417,346,035                485,000,000               481,791,096  

3.3 Conditional Grants               559,317,341             1,663,476,892               294,640,755  

3.4 Balance b/f               253,643,267                107,439,962               107,439,962  

C. Net Financing [B-A]               107,439,962                                 -                 226,444,115  

 

The County’s total expenditure was KES 5.41 billion for both recurrent and development 

expenditure. The total recurrent expenditure comprised of KES 2.71 billion spent on payments 

of wages and salaries, KES 893.76 million spent on goods and services, KES 856.05 million 

spent on grants and transfers (including transfers to County Assembly of KES 523.35 million), 

KES 26.74 million spent on social benefits and KES 7 million on other payments. Figure 2 

below illustrates the recurrent expenditures for FY 2023/24 and FY 2024/25, inclusive of the 

County Assembly allocation. Other development expenditure for FY 2024/25 amounted to 

KES 912.86 million against a revised target of KES 1.55 billion representing 16.88 percent of 

the total annual expenditure.  
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3611 Office of Governor and 

Deputy Governor 
116,031,675 104,714,749 90.25%   

3615 Agriculture and Crop 

Production 
614,160,629 387,719,755 63.13% 

 Undisbursed KABDP and partial disbursement 

of NACDP & ELRP Conditional Grant affected 

the Department’s performance   
3625 Public Health and 

Sanitation 
353,469,225            

349,497,930  98.88% 
  

3629 Culture and Tourism 17,343,012 11,881,732 68.51%   

3623 County Public Service 

Board 
22,244,952 20,784,552 93.43%   

3622 Water Services and 

Irrigation 
468,977,462 77,191,071 16.46% 

Undisbursed K-WASH Conditional Grant 

affected the Department’s performance  

3620 Environment, Mining and 

Natural Resources 
330,344,269 88,442,845 26.77% 

Undisbursed FLLOCA Conditional Grant 

affected the Department’s performance  

3632 Fisheries and Ecosystem 

Development 
22,224,384 17,291,406 77.80% 

Partial disbursement of ABDP affected the 

Department’s performance 

3631 Lands, Physical Planning 

and Housing 
81,555,865 70,937,024 86.98%   

3634 Trade, Investment 

Promotion, Energy and Industry 
186,567,050 32,260,879 17.29% 

Undisbursed CAIP Conditional Grant affected 

the Department’s performance   

Grand Total 7,005,682,985 5,407,193,832 77.18% 
 Undisbursed conditional grants affected the 

overall performance  
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architects etc), health (specialists eg. anesthetists, ICU personnel, oncologists, ophthalmologists, etc) 

and in agriculture (plant and animal scientists) among others. 

iv)  Over the medium term, the Government’s borrowing shall be used only for the purpose of 

financing development expenditure and not for recurrent expenditure. However, short term 

borrowing shall be restricted to management of cash flows and shall not exceed five percent of 

the most recent audited county government revenue. During the period FY 2024/25, the county 

government did not borrow, as stipulated in the Debt Management Strategy Paper, 2024. The budget 

was financed by equitable share, loans and grants from the National Government and own source 

revenue. The County debt shall be maintained at a sustainable level as approved by the County 

Assembly. The County Government maintained prudent fiscal management to mitigate the 

accumulating pending bills. 

v) Fiscal risks shall be managed prudently. The government has been prudently managing its fiscal 

risks to ensure financial stability. This was done by identifying possible fiscal risks and devising 

mitigation measures. There is also an established, internal pending bills committee, audit committee, 

an internal audit and a risk management unit which plays a key role in identifying, quantifying, and 

managing fiscal risks. 

vi) A reasonable degree of predictability with respect to the level of tax rates and tax bases shall be 

maintained, taking into account any tax reforms that may be made in the future. On the principle 

of maintaining a reasonable degree of predictability with respect to the level of tax rates and the tax 

base, the County Treasury is domesticating tariffs and pricing policy developed by the CRA whose 

objectives is to provide guidelines on taxation policy that support economic development and promote 

economic diversification, enhance the country’s competitive edge, and establish tax incentive schemes 

that are aligned to the government’s development agenda. Additionally, it is established to promote 

investment and foster a flexible fiscal space that contains revenue-raising tax policy and administrative 

reforms to be undertaken over the medium-term. Further, the Government continues to carry out tax 

reforms including exploring untapped revenue streams in the mining sub-sector, revenue mapping, 

property rates and physical planning services. Additionally, the County Treasury will establish 

sufficient legal frameworks and guidelines to curb noncompliance. This includes the establishment of 

a County Court, review of by-laws and capacity building of enforcement officers. The main objective 

is to raise adequate tax revenues, ensure a predictable tax environment and minimize tax expenditure. 

 

 

Analysis of CFSP 2024 against FY 2024/25 budget and the implication in the County 

 

The CFSP 2024 provided policy goals and priority development areas that guided the FY 2024/25 printed 

budget estimates. The equitable share projected in CFSP 2024 recorded a positive variance as compared to the 
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i) The year was marked by severe cash flow challenges, largely due to delayed approval of County 

Government Additional Allocation Act (CGAAA) 2024. This resulted to funds amounting to KES 

1.37 billion (77.3 % of the target) from conditional grants not disbursed. Construction of County 

headquarters, WB K-WASH PforR, Aggregated Industrial Parks Programme, KABDP, KUSP, 

KDSP and conditional grants for basic salary arrears for county government health workers 

recording 0% disbursements. Additionally, Own Source Revenue underperformed by KES 3.2 

million. These collective shortfalls disrupted budget implementation, leading to non-payment for 

goods and services delivered to the county. 

ii) The absorption rates as indicated in Tables 8 and 9, by most County sectors were above 80% for both 

development and recurrent with the overall actual expenditure level reaching 77.18 % of the target. 

However, Water and Irrigation and Trade, Investment, Industry and Energy Departments recorded 

the lowest absorption rates at 16.46% and 17.29% respectively, due to non-disbursement of the K-

WASH and Aggregation of Industrial Parks conditional grants. Further, Environment and Natural 

Resources Department recorded an absorption rate of 26.77% occasioned by partial disbursement 

of FLLoCA conditional grants. Generally, the failure to achieve full absorption can be attributed to 

revenue deficits and unrealized conditional loans, and grants.  

iii) Notably, the County Own-Source Revenue (CORe) base increased by 15.4%, from KES 417.35 million 

in FY 2023/24 to KES 481.79 million in FY 2024/25. The CORe collected represents 8.6% of total 

county revenues. This significant achievement is attributed to enhanced enforcement, the 

implementation of the Social Health Authority (SHA), and an effective multisectoral approach 

through stakeholder engagement and departmental collaboration. 

iv) Expenditure on personnel emoluments consumed 48.1% of the budget, significantly exceeding the 35% 

threshold recommended by the PFM Regulations (2015). This continues to exert considerable 

pressure on county resources. In contrast, expenditure on other development activities accounted 

for 21.1% of total expenditure. 

 

Given these deviations, the revenue and expenditure ceilings for FY 2026/27 and the medium term will be 

revised based on updated macroeconomic assumptions and formally affirmed in the County Fiscal Strategy 

Paper (CFSP) 2026. The County Government remains committed to the fiscal responsibility principles 

stipulated in Section 107 of the PFM Act, 2012, and make appropriate modifications to the CFSP 2026 

objectives to reflect these changed circumstances. 
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Across EMDEs, domestic policy action is also critical to contain inflation risks, strengthen fiscal resilience 

through improved revenue mobilization, and spending rationalization. To unlock job creation and long-term 

growth, structural reforms must focus on raising institutional quality, attracting private investment, and 

strengthening human capital and labor markets. In particular, countries in Fragile and Conflict Situations (FCS) 

face daunting development challenges that will require tailored domestic policy reforms, underpinned by well-

coordinated multilateral support. That notwithstanding, fiscal stimulus is anticipated in major economies 

including China, Germany and the United States. 

Global inflation is expected to fall to 3.6 percent in 2026 from 4.2 percent in 2025 and, a path similar to the 

first half of 2025. The overall picture hides notable cross-country differences, with forecasts predicting inflation 

will remain above target in the United States and be more restrained in other large economies. 

Kenya’s economy continues to recover from recent shocks including the COVID-19 pandemic, global conflicts, 

and adverse climate impacts. Real GDP hit 5.4 percent in 2023, driven by a rebound in agriculture and strong 

performance in the services sector, while industrial growth remained weak. Growth moderated in 2024, with 

GDP shrinking to 4.9 percent for the year. Indicators for the first quarter of 2025 show the economy growing 

at 4.9 percent year-on-year, with all major sectors posting positive growth, though services slowed compared 

to 2024. Inflation eased to about 4.5 percent in 2024, down from 7.7 percent in 2023, supported by stable food 

and fuel prices. Monetary policy has turned more accommodative, with the Central Bank easing interest rates 

to spur credit growth. 

Key sectoral performance highlights include: 

⚫ Accommodation and food services declined by 4.1% in Q1 2025, from 38.1% in Q1 2024. 

⚫ Financial and insurance services expanded by 5.1% in Q1 2025, compared to 7.0% in Q1 2024. 

⚫ Information and communication grew by 5.8% in Q1 2025, slower than 7.8% in Q1 2024. 

⚫ Transport and storage grew by 4.0% in Q1 2025, compared to 3.8% in Q1 2024. 

 

Agriculture continued to perform strongly in early 2025 due to stable weather, helping cushion the slowdown 

in services. Export activity also improved modestly. The World Bank projects Kenya’s GDP growth to average 

at 4.9 percent for 2025–2027 in 2025, supported by private sector recovery, government investments under the 

Bottom-Up Economic Transformation Agenda (BETA), and prudent fiscal and monetary policies. 

Tharaka Nithi County has mirrored national economic trends, with agriculture remaining the backbone of the 

local economy. Enhanced rainfall in 2024 led to destroyed crops and livestock, reducing agricultural 

productivity, weakening household incomes, and trading activities. However, stable weather conditions in mid-

2024 and into 2025 have supported recovery in crop production and livestock rearing. 
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pursued strategic partnerships to fund projects such as water reservoirs and smallholder irrigation systems in 

marginalized areas. Specifically, the K-WASH program which aims to enhance health and well-being through 

sustainable water and sanitation management is anticipated to expand access to clean and safe domestic water.   

The Financing Locally-led Climate Actions (FLLoCA) programme, supported by the World Bank, focuses on 

building climate resilience at the community level by strengthening county and national government capacity 

to plan, fund, and implement local climate adaptation and mitigation projects, particularly in rural areas. The 

initiative comes to a close in FY 2026/27 and will enhance the county government's capacity to respond to 

emerging climate change issues that continue to impact socioeconomic development. 

The county is also committed to providing quality and effective health care, having expanded its health facility 

network to improve access.  The health facility density is at 4.3 per 10,000 population, surpassing the national 

target of 2.2. Efforts will continue to improve Intensive Care Units and upgrade health facilities to alleviate 

pressure on level five and four hospitals. 

The county focuses on integrating competency-based curricula, rehabilitating Vocational Training Centers, and 

promoting early childhood education to ensure better learning outcomes. The county has also invested in 

increasing the number of VTC tutors to improve enrollment and retention. 

Through the second Kenya Devolution Support Programme, the county government has made strides to 

improve the effectiveness of service delivery. The donor-funded programme aims to achieve results through 

enhancing sustainable financing and expenditure management, intergovernmental coordination, institutional 

performance, and human resource management. Additionally, oversight, participation, and accountability 

dimensions are being enhanced through the performance for results programme, which will run until FY 

2026/27. 

Industrialization is essential for advancing the Bottom-Up Economic Transformation Agenda (BETA) and the 

county government is shifting from an agriculture-based economy to processing and manufacturing to create 

jobs and foster economic growth. Kenyan Vision 2030 promotes equitable education and training as key to a 

skilled workforce. Statistics show that the manufacturing, secondary services and service sectors in the county 

present growth potential, aligning with national economic strategies. The Gross County Product (GCP) report 

2024 shows that these sectors contributed 0.3 percent, 0.6 percent and 0.5 percent respectively to the national 

Gross Value Added (GVA). Overall, Tharaka Nithi maintained 0.6 percent contribution to the national GDP.  

The table below highlights the GCP by economic activities at the current prices.  
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Growth in the advanced economies is projected to remain stable at 1.7 percent in 2024 and 1.9 percent in 2025 

from 1.7 percent in 2023. In the United States, growth is projected at 2.8 percent in 2024 and 2.7 percent in 

2025, reflecting strong wealth effects, a less restrictive monetary policy stance, and supportive financial 

conditions, stronger out turns in consumption 

and non-residential investment, and demand factors in the labour market. In the Euro area, growth may pick 

up but at a more gradual pace, with geopolitical tensions continuing to weigh on sentiment. However, growth 

in Japan will contract in 2024, reflecting temporary supply disruptions and the fading of one-off factors that 

boosted activity in 2023, such as the surge in tourism. 

 

Growth in emerging markets and developing economies is projected to remain stable at 4.2 percent in 2024 

and 2025, with divergence across major economies. At the regional level, growth in Sub-Saharan Africa is 

expected to rebound to 4.2 percent in 2025 from 3.8 percent in 2024. This growth is driven by improved 

economic activities as the adverse impacts of prior weather shocks subside and supply constraints gradually 

ease. 

 

The Kenyan economy remained strong and resilient in the first three quarters of 2024 despite its growth being 

relatively slower than the corresponding period in 2023. In the first three quarters of 2024, the economic growth 

averaged 4.5 percent (5.0 percent in Q1, 4.6 percent in Q2, and 4.0 percent in Q3) compared to an average 

growth of 5.6 percent (5.5 percent in Q1, 5.6 percent in Q2, and 6.0 percent in Q3) in 2023. The growth in the 

first three quarters of 2024 was underpinned by strong performance in the agriculture sector, a slight recovery 

of the manufacturing sector, and the resilience of the services sector. All the economic sub-sectors except 

mining and construction recorded positive growth rates in the first three quarters of 2024, though the 

magnitudes varied across the economic activities as shown in  
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environment in the medium term, but, there are downside risks to this macroeconomic outlook emanating from 

domestic as well as external sources. 

 

Geopolitical Risk  

External risks include further escalation of geopolitical tensions – particularly the wars in the Middle East and 

Ukraine; potential worsening of supply disruptions due to the shipping crisis in the Red Sea and Suez Canal, 

which could result in higher import and production costs; and uncertainty about the evolution of international 

oil prices. 

 

Climate change 

Extreme weather (drought or floods) could weaken agricultural output, lead to the destruction of capital, 

increase food insecurity, and lead to a surge in cases of water-borne diseases. Lower than anticipated global 

economic growth, particularly in major export destinations, could reduce Kenya’s exports, tourism receipts, 

and remittances growth, while an increase in global fuel prices could increase the country’s import bill. 

 

Changes in macroeconomic assumptions 

Kenya’s GDP growth is projected to rebound, with forecasts for 2025 ranging from 5.3% to 5.6%. This growth 

is supported by a rebound in Agriculture due to favorable weather, increased macroeconomic stability including 

declining inflation and strengthening shilling, and a government initiative such as farm input subsidies. 

Projections for future years are generally positive, though the world bank notes the fiscal path remains fragile 

due to high debt. The average growth in 2023 and 2024 was 5.2%.  

 

Inflation declined significantly from 9.6% in October 2022 to 3.8% in May 2025.  The development blueprint 

under the Bottom -Up- Economic Transformation Agenda (BETA) supports the agricultural sector and overall 

economic growth. Strong performance in the Services, infrastructure, real estate, finance and public 

administration sectors are all anticipated to support economic expansion, as the economy continues to 

demonstrate resilience against global shocks. Notably, the government is exploring financing opportunities to 

supports development. 

 

Investment Risks 

Tight global financial conditions arising from lower-than-expected return of global inflation to target levels 

could aggravate Kenya’s vulnerabilities towards meeting external financing requirements. However, the 

Government’s commitment to fiscal consolidation and prioritizing concessional borrowing is expected to 

mitigate this risk. 
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Financial Risks 

The upside risk to the domestic economy relates to the fast-tracked implementation of structural reforms under 

BETA and the Fourth Medium-Term Plan (MTP) IV. Early normalization in global financing conditions and 

lower international fuel and food prices would strengthen Kenya’s external balances. Faster than projected 

rebound in economic activities that would result in higher Government revenues, providing fiscal space that 

would support fiscal consolidation. 

 

Monetary and Fiscal Risk 

Continued coordination between monetary and fiscal policies is expected to result in stable macroeconomic 

conditions, which is a necessary condition for investment and savings, thereby promoting economic growth. 

The Government continues to monitor the domestic and external environment and will take appropriate policy 

measures to safeguard the economy against the adverse effects of the risks if they materialize.   
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activities within the specified timelines as outlined in the Budget circular of August 2025 and ensure timely 

and smooth finalization of the MTEF budget for 2026/27 and over MTEF period.  

To mirror this, effective budget implementation at the county level will be facilitated through capacity 

building and the development of systems for close monitoring and evaluation of spending entities to 

ensure that resource application bears maximum benefits to the citizens. The involvement of all 

stakeholders in budget execution will be key in enhancing overall budget implementation. In addition, 

the prioritization of public needs will be key in shaping the final budget policies and allocations for the 

2026/27 financial year. 

The county will continue to strengthen its revenue collection and management systems with the goal of 

generating more revenues while ensuring the stability of the fiscal framework and financial health of the 

County. The identification of other sources of revenue for example implementation of the new valuation 

roll will avail more resources for development programmes. The county will revitalize revenue collection 

measures in order to ensure that the various projections for revenue streams for the MTEF will be realized. 
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10.1.    Develop and issue final guidelines on preparation of 2026-2027 

MTEF Budget 

County Treasury January, 2026 

10.2.    Submission of Draft Revenue Raising Measures (Finance Bill) 

to County Treasury 

Revenue Department  25th March, 2026 

10.3.    Submission of Budget proposals to County Treasury (First draft)  Line departments   31st March, 2026 

10.4.    Consolidation of the Draft Budget Estimates (final draft) County Treasury 14th April, 2026 

10.5.    Submission of Draft Budget Estimates to CEC County Treasury 24th April, 2026 

10.6.    Submission of Draft Budget Estimates to County Assembly County Treasury 30th April, 2026 

10.7.    Submission of Final Revenue Raising Measures (Finance Bill) 

to County Treasury 

Revenue Department 30th April, 2026 

10.8.     Review of Draft Budget Estimates by County Assembly  County Assembly 17th June, 2026 

10.9.      Report on Draft Budget Estimates from County Assembly  County Assembly 18th June, 2026 

10.10.   Consolidation of the Final Budget Estimates County Treasury 19th June, 2026 

10.11.   Approval of Appropriation Bill by County Assembly  County Assembly 25th June, 2026 

10.12.   Approval of Vote on Account by County Assembly  County Assembly 26th June, 2026 

10.13   Budget Statement  CEC Finance 24th June, 2026 

10.14 Appropriation Bill passed  County Assembly  26th June, 2026 

11. Public participation County Treasury 

(Economic Planning 

Department) 

September 2025 - February 2026 




