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At a Glance

e Economic stability and social justice
e Corruption and mismanagement in the public sector
e Protest movements and political stability

The Kenyan government faces the challenge of ensuring economic stability
and social justice through its 2025 budget. Tax increases and the associated
rise in the cost of living, as well as rising debt, are putting a strain on the
population and the economy. At the same time, investments in infrastruc-
ture, education and health are intended to promote growth, but it remains
guestionable whether these measures will be sufficient to reduce social ine-
qualities. Another hurdle is corruption and economic mismanagement in the
public sector. Inefficient allocation of funds and a lack of transparency in ma-
jor projects undermine trust in the government. The burden of the high cost
of living has already led to protest movements in the past. This paper anal-
yses whether the planned reforms could lead to renewed nationwide unrest
or whether they are the cornerstone of economic recovery.

Kenya at a crossroads: Can the 2025 budget guarantee stability?

With his budget plan for 2025, President William Ruto is facing one of the
biggest political challenges since taking office. Kenya is struggling with a high
national debt, rising living costs and a dissatisfied population, which ex-
pressed its discontent with tax increases in nationwide protests as early as
2024. The question now is whether Ruto's new budget plan will succeed in
the balancing act of solving the difficult financial situation while at the same
time containing the public's displeasure at what they perceive as excessive
taxes.

The government underlines that the new draft budget is specifically aimed at
economic growth and social justice. Investments in the education sector, the
labour market and infrastructure should help to regain the trust of the pop-
ulation and put Kenya on a sustainable path of economic growth. The country
is also planning stricter financial discipline to reduce the budget deficit. How-
ever, many experts and citizens remain sceptical. The burden of loans con-
tinues to grow, raising doubts as to whether these measures will be sufficient
to defuse social tensions in the long term. Accordingly, social acceptance will
be a decisive factor. The protests of the past year have shown that the Ken-
yan population is vigilant and does not simply accept the current economic
situation. A central problem here is mistrust of the government, as many cit-
izens are convinced that previous political reforms have benefited the
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government, while most Kenyans are struggling with rising living costs and
stagnating incomes. As this mistrust has not yet been remedied, the potential
for renewed mass protests remains.

At the same time, the international dimension plays a significant role, which
could have a strong influence on Kenya's economic room for manoeuvre. In
particular, relations with Western countries and China are of growing im-
portance. While Western countries often attach strict conditions to their
loans and development aid, China has invested massively in Kenya's infra-
structure in recent years. These investments and loans have not only opened
new growth opportunities for Kenya but have also increased the country's
debt. In view of this development, Kenya's economic situation is being closely
monitored, particularly regarding the repayment of outstanding loans. A re-
newed crisis could further increase economic dependency and drive Kenya
into an even closer economic and especially financial relationship with China.

Retrospective of the 2024 protests (causes, demands and political re-
sponse)

In 2024, Kenya experienced a wave of intense protests that had a significant
impact on the political and social fabric of the country. The unrest was mainly
triggered by the introduction of the controversial Finance Bill 2024, which
provided for a series of tax increases, including on basic food products. These
measures met with fierce resistance, especially among young Kenyans who
were already facing rising living costs and high unemployment.' The protests
began in June 2024 and quickly spread to several cities. Across the country,
dozens of people lost their lives as the government responded with an iron-
fisted crackdown, fuelling tensions. Ruto finally relented and refused to sign
the financial law in question.2 He also announced reforms to combat police
violence and promised stricter budgetary discipline to reduce the high na-
tional debt. 3 Despite the concessions, the demonstrators continued their ac-
tions and demanded more comprehensive measures against corruption and
bad governance. This reflects the deep-rooted discontent in Kenyan society
and posed significant challenges for the government. The events raise ques-
tions about the government's ability to respond appropriately to future un-
rest and regain the trust of the population.

What measures does the budget plan for 2025 envisage and how realis-
tic is its implementation?

Ruto's budget plan for 2025 represents the fundamental agenda for eco-
nomic policy. The cabinet has approved a total budget of 4.2 trillion Kenyan
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shillings (approx. 30 billion euros) for this purpose. # In view of the country's
socio-economic challenges, particularly regarding rising inflation, the high na-
tional debt, which currently stands at 11.14 trillion Kenyan shillings (approx.
79 billion euros), and the dissatisfaction of the population, the draft budget
was developed to stimulate economic recovery and at the same time regain
the confidence of the population. > However, the question arises as to what
extent these measures can be implemented realistically.

A central element of the budget for 2025 is the massive investment in infra-
structure projects aimed at promoting economic growth and creating jobs. In
this context, the government is planning investments totaling 504 billion Ken-
yan shillings (3.6 billion euros), an increase of around 50 billion Kenyan shil-
lings on the previous year. This includes the expansion of transport networks,
including roads and railway lines, as well as the creation of housing.® The
construction of affordable housing is intended to improve the living condi-
tions of many citizens.” In practice, however, the success of these measures
depends on the efficient management and completion of the projects. Previ-
ous infrastructure projects have often proved to be too bureaucratic in their
implementation, which raises justified doubts about their success.® One ex-
ample of this is the construction of the Kenyan railway (Standard Gauge Rail-
way), the total cost of which is estimated at around 10 billion euros and was
financed by Chinese loans.? Investigations suggest that hundreds of millions
of euros have disappeared due to inflated costs, opaque contracts and sus-
pected cases of corruption. Due to the low volume of traffic on the railway
line, the usefulness of this route as a means of public transport is highly ques-
tioned.

The budget also foresees increased cooperation with private investors, which
could contribute to a diversification of financing sources and reduce the risks
of government overburdening. '® However, it remains to be seen whether the
promised investments can be realised efficiently.

Another key aspect of the budget plan are improvements around tax collec-
tion and the fight against public debt. The government plans to generate ad-
ditional revenue totalling 150 billion Kenyan shillings by increasing the tax
rate, while at the same time reducing deficits. At the same time, tax breaks
for companies are to be introduced to encourage private sector investment.
In view of the high level of debt, this would be an important measure. '

However, implementing the tax reforms is associated with considerable chal-
lenges. In view of the widespread tax evasion, including in the informal sec-
tor, which employs 80% of the country's labour force, it will be difficult to
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generate the promised revenue.'? In addition, the tax increases could lead to
renewed protests by the population, as was already the case in 2024. A re-
covery in fiscal policy through higher taxes could therefore have a negative
impact on social justice across the country. '3

The creation of jobs in the areas of infrastructure, education and healthcare
is another measure the Ruto government is aiming for, especially for the
younger population. ' Investments in the health sector amount to around
204 billion Kenyan shillings (previous year 2024: 118 billion Kenyan shillings),
infrastructure 504 billion Kenyan shillings (previous year 2024: 444 billion
Kenyan shillings), and in education 723 billion Kenyan shillings (previous year
2024: 681 billion Kenyan shillings). "> However, this could prove difficult to
achieve if the necessary labour market reforms are not implemented. None-
theless, investment in the education sector is necessary, considering the lack
of qualifications on the labour market in some cases. '°

In terms of combating poverty, Ruto is planning programs to promote social
housing, improve healthcare and support disadvantaged groups. '’ In view of
the enormous needs in poorer regions and the necessary investments, which
will have to be made on a considerable scale, there are doubts as to whether
the programs will be implemented successfully. In this context, the infrastruc-
tural connection to urban regions would also be necessary.

The greatest risks include the volatile international economic situation, the
impact of global inflation on the Kenyan economy and the possibility of a de-
terioration in the political situation. These factors could contribute to a dete-
rioration in the economic situation. In addition, the planned tax increases and
stricter fiscal measures could meet with resistance from the population, es-
pecially considering the high cost of living. Striking a balance between neces-
sary reforms and maintaining social stability will be a major challenge to
avoid renewed protests.

A country plagued by corruption and mismanagement

Corruption and mismanagement continue to be key problems in Kenya, jeop-
ardising economic development and the effectiveness of the budget. One of
the biggest challenges is the inefficient use of public funds, which is exacer-
bated by corruption and inadequate controls. Funds are often channelled
into projects that have little or no benefit for the general population. Instead,
funds are often channelled into projects that are politically motivated or
serve the interests of individual actors, sometimes for personal enrichment
through public money. The misallocation of resources prevents sectors such
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as education and health from being adequately funded, leaving basic social
needs unmet. '8

The lack of clear and transparent management of public funds exacerbates
the entire problem. In particular, the high tax burden used to finance the
budget is disproportionate to the needs of the population. In many areas,
both at local and national level, the control and supervision of the use of pub-
lic funds remains inadequate. Without serious measures against corruption
and for transparent administration, the government will continue to face so-
cial discontent. There is a need to reform the structure and management of
the public sector. The problem of widespread corruption throughout the
country is evident at various levels. For example, according to various re-
ports, the traffic police generate around 3 billion Kenyan shillings (21 million
euros) in bribes every month. '° This is money that is taken from the popula-
tion. Further examples of this are the irregularities in financing through Eu-
robonds and unresolved COVID-19 funds, which resulted in a total loss of
over 220 billion Kenyan shillings. ?° The fight against corruption and sustain-
able and transparent investments could provide a basis for long-term stabil-

ity.

In Kenya, political and social structures play a decisive role as they provide a
breeding ground for corruption in the country. Support for President William
Ruto in Kenya is partly based on deeply rooted political and social structures.
Many voters, especially in rural areas and tribal communities, are used to a
system that is characterised by mismanagement and are sceptical of change.
In addition, the political system is heavily influenced by tribal cultures, which
means that politicians often need the approval of their tribal leaders, making
it difficult for reformists to enter politics. These traditional structures favour
Ruto and strengthen confidence in him as an established political figure.

External factors and their impact on Kenya's economic stability

The global rise in interest rates means that financing costs for countries such
as Kenya are rising, which is having a negative impact on both the interest
burden on existing debt and the willingness of international investors to in-
vest. Higher interest rates worldwide make it more difficult for Kenya to raise
capital on favourable terms. '

China also plays an important role as a financier for Kenya, particularly re-
garding infrastructure projects. Chinese loans and investments in the past
have led to a high level of debt and dependency, which could have an impact
on the budget.? Loans from China account for a total of 72% of Kenya's
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bilateral foreign debt and are a clear indication of the one-sided dependency.
23 Doubts arise about Kenya's ability to repay these debts.

However, the reduction in energy costs, which was achieved through various
measures, including the trade agreement with the United Arab Emirates,
should be viewed positively. 2 This is an agreement with a potentially positive
after-effect. 2

Is there a likelihood of renewed nationwide protests?

The budget for 2025 aims to achieve sustainable economic growth and im-
prove living conditions. However, the measures face considerable challenges,
particularly due to the high national debt, the need for strict and transparent
financial discipline and the mistrust of the population. A key issue here is the
handling of public funds. Whilst higher taxes in certain areas should generate
additional revenue and reduce the budget deficit, this also represents a bur-
den for the population, especially for the poorer classes. Tax breaks for com-
panies could encourage investment but provide little added value for the
population. As a result, there is a risk of renewed unrest in the country.

Investments in social housing or healthcare stand and fall with the efficiency
of state administration. Corruption and mismanagement, such as the misal-
location of public funds to non-supportive or non-transparent projects, have
been the main reasons for government failure in the past.

Kenya's economic stability also depends on external factors, such as global
interest rate trends or dependence on China as an important donor. Rising
borrowing costs and high repayment obligations can impair the financial
room for manoeuvre. Overpriced and redundant infrastructure investments
could further increase the debt burden.

The balance between necessary reforms and social acceptance is therefore
the greatest challenge. If the aforementioned problems, including corrup-
tion, are not addressed properly, this could lead to a renewed wave of pro-
tests. The government is therefore faced with the crucial question of whether
to prioritise social justice or potentially long-term economic growth with little
consideration for social needs.
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