
KENYA
Table 1 2022
Population, million 54.0

GDP, current US$ billion 115.7

GDP per capita, current US$ 2141.0

International poverty rate ($2.15)a 29.4

Lower middle-income poverty rate ($3.65)a 59.6

Upper middle-income poverty rate ($6.85)a 85.7

Gini indexa 40.8

School enrollment, primary (% gross)b 77.3

Life expectancy at birth, yearsb 62.7

Total GHG emissions (mtCO2e) 89.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2015), 2017 PPPs.
b/ Most recent WDI value (2020).

Kenya’s recovery remains strong despite

multiple shocks, but high inflation and

prolonged drought slowed down poverty

reduction. Growth is projected to remain

above pre-covid average. Fiscal consolida-

tion to address emerging fiscal and debt

risks while safeguarding social spending

remains a top priority to address fiscal,

external, and social challenges facing

Kenya. The private sector is prioritized

to play a bigger role in the economy

coupled with investment in climate-

smart agriculture.

Key conditions and
challenges

Kenya has demonstrated an impressive
record of economic growth and resilience
in the past but increasingly faces looming
challenges. Decades of public-investment-
led growth led to rapid debt accumulation
that cannot be sustained. The economy’s
strong post-pandemic recovery is not gen-
erating enough jobs to sustain and accel-
erate poverty reduction. The private sector
faces major challenges from a weak busi-
ness environment. FDI is low. Climate
shocks disrupt output and threaten liveli-
hoods. Building resilience will require
large investments, e.g., in climate-smart
agriculture. The successive shocks from
the global pandemic, regional drought,
commodity price volatility, and tightening
of credit markets have both exposed and
exacerbated underlying vulnerabilities in
the Kenyan economy.
Making GDP growth more inclusive is
Kenya’s top priority. Economic growth of
the past two decades improved living stan-
dards and reduced poverty from 36.7 per-
cent in 2005 to 27.2 percent in 2019 (based
on $2.15 a day poverty). The COVID-19
pandemic, however, sharply increased
poverty in urban areas, and the post-pan-
demic recovery was interrupted by a se-
vere drought across many parts of Kenya
and a spike in food prices. Kenya faces per-
sistent regional differences in the incidence
of poverty. The share of workforce in non-
farm wage jobs remains at 30 percent.

Kenya will see its largest ever youth co-
horts joining the workforce over the next
decade. Translating this into a demograph-
ic dividend through earning opportunities
and sustained structural transformation is
a key priority for Kenya.
Shifting towards more sustainable and
inclusive growth requires transforming
the government’s role in the economy to
enable the private sector to expand and
create jobs. Weak regulatory and busi-
ness conditions hamper the private sec-
tor’s potential. The economy faces mar-
ket distortions, a lack of level-playing
field in many sectors, and inefficient
SOEs. Small enterprises lack access to fi-
nance and further limit the private sec-
tor’s contribution to growth.

Recent developments

Kenya’s recovery remained strong despite
domestic political uncertainty in the run
up to the August 2022 elections, downturn
in the international financial cycle, and
global commodity shocks. Real GDP grew
by an estimated 5.0 percent in 2022, driven
by increases in services and industry
(Table 2) and underpinned by a pickup in
private sector credit, improved investor
confidence, high international prices for
Kenya’s commodity exports, and a recov-
ery in tourism. Agricultural output, how-
ever, continued to contract amid one of the
most severe droughts on record. High fre-
quency monitoring of households shows
a rise in food insecurity, most severely in
rural and Arid and Semi-arid Lands

FIGURE 1 Kenya / GDP growth and contributions to real
GDP growth
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FIGURE 2 Kenya / Actual and projected poverty rates and
real private consumption per capita
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(ASAL) as farmers plant fewer crops and
the prices of agricultural inputs rise.
Increased exports of tea, manufactures,
tourism, and transport services con-
tributed to reducing the current account
deficit to 4.9 percent of GDP in 2022.
Kenya’s foreign exchange reserves, howev-
er, declined to around four months of im-
ports cover as global financing conditions
reduced net inflows in the capital and fi-
nancial accounts.
International commodity price shocks
and the prolonged regional drought
pushed the inflation rate above the Cen-
tral Bank of Kenya’s (CBK) upper bound
of 7.5 percent in 2022 leading CBK to
increase the policy rate by a cumulative
175 basis points between May and No-
vember 2022. It retained the rate at 8.75
percent in January 2023. Inflation peaked
at the end of 2022, declining marginally
to 9.2 percent in February 2023 as food
price inflation subsided.
The newly elected government has main-
tained the pace of fiscal consolidation in
FY2022/23. Strong growth in revenue, ra-
tionalization of non-priority spending,
and unwinding of subsidies have created
fiscal space and enabled the government
to safeguard social spending. The revised

fiscal deficit for FY2022/23 is estimated at
5.7 percent of GDP, lower than 6.2 per-
cent budgeted earlier.

Outlook

Real GDP is projected to grow at 5.2 per-
cent on average in 2023–25, increasingly
driven by the private sector. Improved in-
vestor confidence and credit to the private
sector—helped by reduced domestic bor-
rowing by the government—will be key
drivers of private investment and GDP
growth in the medium term. The contin-
ued rebound in tourism exports and remit-
tances, along with a stabilization of com-
modity prices, will maintain the current
account deficit in a range of 5.0 to 5.5 per-
cent of GDP. The outlook also assumes an
end to the drought.
This outlook assumes continued govern-
ment commitment to the multi-year fiscal
consolidation leading to a primary fiscal
surplus and positive public savings in
FY2024/25 (Table 2). The government pro-
jects revenue growth from rationalizing tax
exemptions and broadening of the tax base
while strengthening tax administration and

compliance. Controls on government re-
cruitment, remuneration and benefits and
a push for strengthening of public invest-
ment management and procurement will
constrain expenditure growth.
Real per capita incomes are expected to
grow, and poverty is expected to resume
its pre-pandemic downward trend, declin-
ing by around half a percentage point each
year. The $2.15 poverty rate is expected to
fall from 26.6 percent in 2022 to 26.0 per-
cent in 2023, below its pre-crisis level of
27.2 percent (2019).
The outlook is subject to elevated uncer-
tainty. Lower than anticipated growth in
Europe could undercut ongoing recov-
ery in exports, tourism, and remittances.
There are also risks from further tight-
ening of financial conditions if infla-
tion in advanced economies remains el-
evated. Spending pressures (e.g., if con-
sumption subsidies are reintroduced)
and failure to achieve fiscal consoli-
dation would exacerbate Kenya’s debt
vulnerabilities. Upside risks are mostly
linked to faster-than-expected normal-
ization in global financing conditions
and lower international fuel and food
prices, which would strengthen Kenya’s
external balances.

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

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -0.3 7.5 5.2 5.0 5.2 5.3

Private Consumption -2.5 6.2 5.2 5.0 5.1 5.1
Government Consumption 3.0 5.7 4.9 4.8 4.1 3.9
Gross Fixed Capital Investment 2.5 10.9 7.0 7.7 8.4 8.8
Exports, Goods and Services -8.8 12.9 10.3 7.4 7.8 7.6
Imports, Goods and Services -9.2 18.9 9.0 8.3 8.3 8.1

Real GDP growth, at constant factor prices 0.4 7.1 5.2 5.0 5.2 5.3
Agriculture 4.6 -0.2 -1.6 3.8 4.2 4.2
Industry 3.3 7.2 4.7 4.9 5.1 5.3
Services -1.8 9.5 7.5 5.4 5.6 5.7

Inflation (Consumer Price Index) 5.3 6.1 7.6 7.8 5.8 5.5

Current Account Balance (% of GDP) -4.8 -5.5 -4.9 -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) -7.8 -7.2 -6.0 -5.1 -4.2 -3.8
Revenues (% of GDP) 16.3 16.8 17.6 17.8 18.1 18.1
Debt (% of GDP) 66.0 67.9 66.1 63.5 60.9 58.2
Primary Balance (% of GDP) -3.9 -2.6 -1.4 -0.5 0.1 0.4

International poverty rate ($2.15 in 2017 PPP)a,b 28.1 27.2 26.6 26.0 25.4 24.9

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 58.4 57.6 56.9 56.4 55.8 55.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 84.0 82.8 81.9 81.2 80.3 79.5

GHG emissions growth (mtCO2e) 9.3 7.7 3.2 2.8 3.7 4.3
Energy related GHG emissions (% of total) 32.0 32.7 33.3 34.0 34.6 35.0

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2013-, 2018-, and 2015-IHBS. Actual data: 2015. Nowcast: 2016-2022. Forecasts are from 2023 to 2025.
b/ Projection using point to point elasticity at regional level with pass-through = 1 based on private consumption per capita in constant LCU.
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