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Key conditions and 
challenges 
 
Buoyed by increased public spending, the 
Kenyan economy experienced robust GDP 
growth over the past decade, averaging 
5.8 percent, elevating Kenya to a middle-
income country and catalyzing a signifi-
cant reduction in the poverty level. Gov-
ernment consumption and investment 
accounted for almost a quarter of this 
strong growth performance, reflecting an 
ambitious development agenda that in-
cluded plugging the large infrastructure 
gap and implementing devolution. How-
ever, this has resulted in increasing fiscal 
deficits (from 3.5 percent of GDP in 
2010/11 to 7.8 percent of GDP in 2019/20) 
and public debt accumulation (from 43.1 
percent of GDP in 2010/11 to 65.8 percent 
of GDP in 2019/20), as expenditure growth 
outpaced revenue mobilization.  
The COVID-19 pandemic reversed some of 
the earlier gains in poverty reduction 
through a decline in job opportunities, low-
er earnings and closure of household-run 
businesses. The unemployment rate in-
creased to a four-year high of 10.4 percent 
in June 2020. Many wage workers, especial-
ly women, faced reduced working hours 
and wages. With schools closed, the pan-
demic caused a decline in access to educa-
tion and exacerbated pre-existing educa-
tion disparities for poor children. COVID-
19 also constrained access to health services 
due to the unavailability of consulting doc-
tors and long waiting times. 

The pandemic-induced economic contrac-
tion has intensified fiscal pressures as the 
government refocused its attention on 
mitigating the economic and social toll of 
the pandemic. The planned fiscal consoli-
dation was paused. Even as the crisis 
weakened revenues, the government in-
creased spending and cut taxes to cushion 
the impact of COVID-19 on households 
and businesses. Although it is evident that 
the pandemic has increased unemploy-
ment and poverty, policymakers face high 
uncertainty in navigating the economy out 
of the pandemic as the future course of the 
virus, both globally and in Kenya, and its 
full economic and social impact remains 
unclear. 
 
 

Recent developments 
 
Kenya’s real GDP contracted by an esti-
mated 0.3 percent in 2020. The pandemic 
disrupted international trade and travel, 
sharply cutting exports of cut flowers and 
tourism. Meanwhile, domestic contain-
ment measures curtailed services activi-
ties—notably education (most institutions 
were closed between March and Decem-
ber), but also transport, trade, and hospi-
tality services—and businesses slashed 
investment spending. Strong growth in 
agriculture cushioned the economic im-
pact of the pandemic. High-frequency 
indicators suggest the economy began to 
recover in the fourth quarter of 2020, with 
the Purchasing Manager Index showing 
steady business activity expansion 
through early 2021, consistent with the 
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FIGURE 1 Kenya / Projected fiscal deficit before and after 
COVID-19  

FIGURE 2  Kenya / Actual and projected poverty rates and 
real private consumption per capita 

Sources: The National Treasury, 2021 Budget Policy Statement. Source: World Bank. Notes: see Table 2. 

Kenya’s real GDP is estimated to have 

contracted by 0.3 percent in 2020 as the 

COVID-19 pandemic took a heavy toll on 

the economy. Nonetheless, ongoing policy 

responses to the crisis and reopening of 

the economy are leading to a moderate 

recovery. Recent gains in poverty reduc-

tion were reversed but are expected to 

recover, supported by more inclusive poli-

cy responses. Delayed vaccination, more 

severe global recession, and fiscal slippag-

es could challenge the projected recovery 

in the medium term.  
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Table 1 2020

Population, million 53.8

GDP, current US$ billion 1 02.7

GDP per capita, current US$ 1 91 0.4

International poverty rate ($1.9)
a 37.1

Lower middle-income poverty rate ($3.2)
a 66.5

Upper middle-income poverty rate ($5.5)
a 86.6

Gini index
a 40.8

School enro llment, primary (% gross)
b 1 03.2

Life expectancy at birth, years
b 66.3

(a) M ost recent value (201 5), 201 1 PPPs.

(b) WDI for school enrollment (201 6); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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recovery in working hours and wages 
from the rapid response phone surveys.  
In response to the crisis, the government 
implemented supportive fiscal and mone-
tary policies. The Central Bank of Kenya 
reduced the policy rate by 125bps and the 
cash reserve ratio by 100bps; introduced 
flexibility in loan repayments, loan provi-
sioning, and classification as well as sus-
pending negative credit listing; and en-
hanced digital finance to reduce cash 
transactions and facilitate online transac-
tions. Meanwhile, the government in-
creased expenditures—to support the 
healthcare system, protect the most vul-
nerable households, and support firms—
and provided tax relief (including lower-
ing VAT and corporate tax rates). As a 
result, the fiscal deficit edged up to 7.8 
percent of GDP in 2019/20, compared with 
6.0 projected before COVID-19, and gov-
ernment debt rose to 65.8 percent of GDP.  
The international poverty rate has risen to 
34.1 percent in 2020 from 33.9 percent in 
2019 due to the impact of COVID-19, 
based on simulations using the relation-
ship between real GDP growth and pov-
erty. However, estimates based on rapid 
response phone surveys indicate poverty 
rose substantially higher, particularly 
amongst urban households. This led to a 
new group of poor, which are more often 

involved in services and—on average—
are younger and better educated. 

 

Outlook 
 
The economy is expected to rebound in 
2021, although uncertainty remains elevat-
ed. Aided by a projected recovery in pri-
vate consumption and the reopening of 
education institutions, growth will recov-
er to 4.5 percent in 2021 and remain at 5.3 
percent on average over 2022–23. Mer-
chandise exports are expected to acceler-
ate in 2021, supported by global economic 
upturn, but a full recovery in services ex-
ports (mainly tourism) is unlikely until 
2022. The current account deficit is pro-
jected to widen over the medium-term as 
imports strengthen on the back of domes-
tic economic recovery.  
The baseline assumes that policymakers 
continue gradually normalizing the ex-
traordinary measures adopted in the wake 
of COVID-19 as economic conditions im-
prove. Since January 2021, the Credit Ref-
erence Bureau resumed listing loan de-
faulters, measures to encourage mobile 
money usage expired, and pre-pandemic 
tax rates (income tax and VAT) were re-
stored. Subsequently, increased domestic 

revenue mobilization and contained ex-
penditure are expected to reduce public 
debt accumulation in the medium term.  
This baseline outlook also assumes timely 
mass availability of COVID-19 vaccines 
(expected in 1H2021) and the absence of a 
new wave of rising infections that would 
necessitate widespread containment 
measures. Delayed vaccination, fiscal slip-
pages, adverse weather conditions, and 
more severe global recession could chal-
lenge the projected recovery in the medi-
um term. Realization of these downside 
risks could result in lower average growth 
of 3.7 percent in 2021-22.  
With the recovery from COVID-19, pov-
erty is expected to continue its pre-COVID
-19 downward trend with a likely decline 
of slightly under one percentage point per 
year. However, this will require imple-
mentation of recovery programs to ensure 
Kenya resumes the pace of poverty reduc-
tion prior to COVID-19. Besides, invest-
ments into inclusive policy interventions 
like raising agricultural productivity, cre-
ating private sector jobs, and maintaining 
and enhancing safety net programs is 
needed to sustainably reduce poverty in 
the future. 
 
 

TABLE 2  Kenya / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.3 5.4 -0.3 4.5 4.7 5.8

Private Consumption 6.5 5.0 1.3 5.1 5.2 6.1

Government Consumption 5.6 4.9 5.2 4.8 4.0 3.1

Gross Fixed Capital Investment 1.3 2.4 -3.3 4.2 4.3 7.4

Exports, Goods and Services 3.9 -0.2 -0.1 3.2 6.0 6.3

Imports, Goods and Services 2.5 -2.0 -0.6 5.6 6.2 6.5

Real GDP growth, at constant factor prices 6.3 5.5 -0.3 4.5 4.7 5.8

Agriculture 6.0 3.6 6.4 4.8 4.9 5.2

Industry 5.5 4.6 3.6 3.9 4.5 5.4

Services 6.7 6.7 -4.4 4.6 4.7 6.2

Inflation (Consumer Price Index) 4.7 5.2 5.3 5.4 5.6 5.6

Current Account Balance (% of GDP) -5.7 -5.8 -4.8 -5.2 -5.3 -5.5

Net Foreign Direct Investment (% of GDP) 1.7 1.1 0.3 0.5 1.1 1.3

Fiscal Balance (% of GDP) -7.5 -7.7 -8.3 -8.1 -6.6 -4.9

Debt (% of GDP) 60.8 62.7 67.2 69.0 68.7 66.6

Primary Balance (% of GDP) -2.8 -3.3 -4.1 -3.9 -2.4 -1.1

International poverty rate ($1.9 in 2011 PPP)a,b 34.5 33.9 34.1 33.5 32.9 32.1

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 65.2 64.9 65.0 64.7 64.4 63.9

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 85.9 85.7 85.8 85.6 85.4 85.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2005-IHBS and 201 5-IHBS. Actual data: 201 5. Nowcast: 201 6-2020. Forecast are from 2021  to  2023.

(b) Projection using annualized elasticity (2005-201 5)   with pass-through = 1 based on private consumption per capita in constant LCU. 


