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FOREWORD

MESSAGE FROM CEO COMMISSION ON REVENUE ALLOCATION FOR THE REPORT ON THE 
DISSEMINATION OF OSR AND TRAINING OF PFM TO MEMBERS OF COUNTY ASSEMBLY

The Commission on Revenue Allocation (CRA) has made deliberate efforts to occupy the space of fiscal decentralization 
since the promulgation of the Constitution of Kenya, 2010. We realize that the paradigm shift brought by the Constitution 
in chapter twelve places the Commission as a reform agent in public finance offering technical and policy framework 
to move from a centralized to a decentralized financial system that supports devolution. The Commission does not 
only have the mandate to share revenue but in so doing, enhancing revenue to finance counties.

Counties have been given some level of autonomy when it comes to raising their own revenue, but they largely still 
depend on the vertical share. While the economic and administrative factors mainly affect the capacity of counties to 
mobilize own revenues in an efficient and equity-friendly manner, the political economic factors mainly impact their 
willingness to do so (i.e., the extent of their tax effort). The relatively weak performances of most counties in raising 
own revenues reflect a number of factors including, but not limited to, lack of a legal and policy framework, technical 
capacity gaps in revenue administration and limited knowledge of national policy on revenue enhancement. 

The defunct local authorities levied rates on properties and charged fees in particular parking and business permits 
fees. This function now falls under the ambit of county governments. User charges are a suitable source of revenues 
for county governments. They can be levied to recover fully or in large part the cost of many services provided by 
these governments (e.g., water and sewerage, electricity, parking, garbage collection, urban public transport) and 
to contribute to the financing of other social services (e.g., education and health). Despite their potential, user fees 
are still a relatively unexploited source of revenue for county governments. In setting such user fees or rates, there is 
often tension between citizen empathy and political ambition. It is a delicate balance, but with the right information 
we will be able to empower members of county assemblies to carry out their role.

This training, therefore, focused on the legislative (political) arm of the county government, who oversight the County 
Executive when it comes to public finance management. As a Commission responsible for recommending financing 
and financial management of devolved units, counties have been unable to meet their set own source revenue 
targets. In a bid to boost that capacity gap, the Commission organized this training. Further, the Commission has held 
several forums on revenue enhancement, carried out several surveys on revenue forecasting, and published several 
reports in a bid to empower counties in enhancing their own source revenue.

The training was a culmination of all the knowledge, vast experience, and best practices that the Commission has 
acquired since devolution. We at the Commission, are taking full responsibility to implement chapter twelve especially 
in supporting county governments to enhance their own source revenue by building the capacity of county assemblies.

Indeed, the training also provided the Commission the opportunity to engage and network with the county assemblies 
and offered a platform for other areas of collaboration within the mandate of the Commission. The Commission 
believes that such forums strengthen our role which incidentally shapes the success of devolution in Kenya. ​

DR. MOSES SICHEI, PhD.
CEO/THE COMMISSION ON REVENUE ALLOCATION
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MESSAGE FROM THE PRINCIPAL SECRETARY / NATIONAL TREASURY ON THE OWN SOURCE REVENUE 
TRAINING TO MEMBERS OF COUNTY ASSEMBLIES BETWEEN JANUARY 2020 AND FEBRUARY 2021

Constitutionally, County Governments can impose property rates, entertainment taxes and service fee and charges 
for the services they offer. However, counties rely heavily on transfers from the National Government, and only less 
than 10 percent of their total budget is financed from their Own Sources of Revenue. (OSR) Some revenue streams 
with a huge potential like the property taxes continue to yield low revenues to county governments due to outdated 
valuation rolls and computation of rates based on unimproved site value, even for the urban counties. Implementation 
of the Single Business Permits (SBP) is undermined by limited information on enterprises eligible for licensing, a 
complex license fee structure, and litigation by professions seeking exemptions. Other revenue streams like cess and 
outdoor advertising are marred by lack of clear legal and regulatory frameworks. 

Other challenges undermining OSR collection include administrative and institutional weaknesses, manual revenue 
collection, weak revenue management systems, spending OSR at source, and lack of effective internal controls and 
audit. Overall, there is no strong link between user fees and charges imposed by counties and the cost of services 
which form the basis of the levies. 

To address these challenges, an Interagency team developed the National Policy to Support Enhancement of County 
Government’s Own Source Revenue which was approved by Cabinet in August 2018. The policy proposes a number 
of interventions both by the National Government and the County Government in order to enhance counties OSR. 
First, the National Government needs to align all the laws touching on devolved functions to the Constitution to 
ensure that the two levels of government are given their rightful role. On the other hand, counties are expected to 
come up with specific legislations governing all their OSR streams. It is the duty of the county assemblies to enact 
these legislations and oversight the County Executive in the collection and administration of their OSR. This is the 
main reason why it was critical to train all the county assemblies in this area, mainly focusing on the proposed 
interventions of the policy and their role in implementing those interventions to help county governments realize their 
OSR potential. 

From the trainings we have learnt a number of lessons including timing of these trainings immediately after the national 
elections, the need to continuously train both the county executive and the county assembly on their respective roles, 
and the need to harmonize the training calendars with the county governments calendars for a better turn out. 

We at the National Treasury are happy to have collaborated with the Commission on Revenue Allocation (CRA) 
to deliver this training. It has helped in saving time and cost, and also minimized the disruptions at the County 
Assemblies. 

 

DR. JULIUS MUIA, PHD, CBS.
PRINICPAL SECRETARY / THE NATIONAL TREASURY
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LIST OF ABBREVIATIONS

BBI...................................................................... Building Bridges Initiative

CAF..................................................................... County Assemblies Forum

CRA.................................................................... Commission on Revenue Allocation

CSOs.................................................................. Civil Society Organisations

FY.......................................................................  Financial Year

GCP.................................................................... Gross County Product

GIS...................................................................... Geographic Information System

ICRMS................................................................ Integrated County Revenue Management System

IFMIS.................................................................. Integrated Financial Management System

NHIF................................................................... National Hospital Insurance Fund

NT.......................................................................  National Treasury

MCAs.................................................................. Members of County Assemblies

OSR.................................................................... Own Source Revenue

PFMA.................................................................. Public Finance Management Act

PFMR.................................................................. Public Finance Management Reform
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EXECUTIVE SUMMARY
The Commission on Revenue Allocation is constitutionally mandated to make recommendations on financing of, and 
financial management of county governments. National Treasury is legally tasked to assist governments develop 
their capacity for efficient, effective and transparent financial management. The two institutions collaborated to train 
members of county assemblies.

The collaboration focused on strengthening the legislative and oversight capacity of the members of county assembly 
informed by low levels of legislation, below potential revenue collection, high cost of revenue administration and 
automation.

The county assembly capacity building forums aimed at strengthening the oversight capacity of county assemblies 
on revenue administration and management; sensitizing county assembly members on fiscal decentralization; and 
providing a platform for engaging county assembly members on matters of devolution. In addition, the National 
Policy to Support Enhancement of County Governments’ Own Source Revenue was also disseminated.

The forums were organized in regions, which resulted in clusters that grouped counties that were in close proximity to 
each other. A total of seven forums were conducted between January 2020 and February 2021. The training covered 
participants from forty-five county assemblies.

The training forums were conducted through presentations, group discussions, case studies and experience sharing. 
The focus areas of the training included:  National Policy to Support Enhancement of County Government’s Own 
Source Revenue; structure and substance of revenue raising legislation; own source revenue performance and 
enhancement measures; automation of revenue administration; issues and consideration in revenue sharing among 
county governments, and role of change management in own source revenue.

A few challenges were experienced during the training which provided lessons for the two entities with some of the 
challenges being mitigated in the course of the training. The challenges included outbreak of the COVID-19 pandemic 
that resulted in rescheduling, location apathy, and parallel meetings for participants which resulted to interrupted 
participation, delayed information flow to intended participants which affected attendance and inadequate funding 
which limited the number of participants trained.

This report identifies several interventions for the challenges identified. Such interventions include stakeholder 
consultation with participants in the future to synchronize training programs with their availability, and avert 
rescheduling and interruption in participation. Joint trainings with other institutions are also proposed to avoid 
disruptions in future training with county assembly programmes. It is also proposed that trainers explore conducting 
training at the respective counties to mitigate costs while ensuring more participants are covered. 

In terms of legislative and policy recommendations, the report proposes among others development of a model 
tariffs and pricing policy to form basis for levying fees and charges at the county level, amendment to section 133 
of the Public Finance and Management Act to ensure that the Appropriation Bill and the Finance Bill are presented 
and approved simultaneously in the county assemblies as is the case at the national level. It is also recommended 
that the Commission should provide drafting technical assistance to facilitate development of own source revenue 
legislation. The National Treasury is also tasked with fast tracking the development of a national legislative framework 
on property taxes.

As a way forward, the report proposes among others incorporation of the training in the induction of MCA’s immediately 
after an election cycle. The training content is also recommended for review so as to include new areas such as 
translating policy into law.
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INTRODUCTION
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1.1.  Background

The Constitution under Article 209 empowers county governments to impose property rates and entertainment 
taxes. Further, counties may impose any other tax as may be provided for by an Act of Parliament. The county 
governments may also impose charges for services offered in fulfilment of their mandate under the Fourth Schedule 
of the Constitution. In order to impose, waive or vary such taxes and charges, Article 210(1) requires that county 
governments enact laws governing each of those revenue streams.

Subsequently, the Public Finance and Management Act (PFMA) under section 161 requires that county governments 
seek the views of the Commission and National Treasury when imposing a tax or any other revenue raising measure. 

Additionally, the Commission has a principal mandate under Article 216 of the Constitution to make recommendations 
on the basis for equitable sharing of revenue raised by the national government. The Commission shall also make 
recommendations on other matters concerning the financing of, and financial management by county governments, 
as required by the Constitution and national legislation.  In formulating these recommendations, the Commission 
shall, when appropriate, define and enhance revenue sources of national and county governments.

On the other hand, the National Treasury and Planning Ministry is tasked under section 12(1)(j) of the PFMA to assist 
county governments develop their capacity for efficient, effective and transparent financial management. 

The two institutions collaborated in a joint training which was grounded on their legal mandates and their expertise 
in revenue matters. The Commission has supported counties with a model revenue raising legislative framework. 
Additionally, analysed past performance, reviewed and made recommendations on revenue administration 
frameworks and incentivized the revenue collection through a fiscal effort parameter in the first and second revenue 
sharing bases.

In addition, the National Treasury spearheads economic, public finance management and development planning 
in the country. Further, the National Treasury has developed a National Policy to Support Enhancement of County 
Governments’ Own Source Revenue aimed at assisting counties to optimize OSR by broadening county governments’ 
revenue bases while enhancing their revenue administrative capacity. 

Participants at the Model Law and OSR Training in Watamu, Kilifi County

1.2. 	 Objectives 

The main objective of this training was capacity building to members of the county assembly on OSR policy and 
legislation, fiscal decentralization, revenue administration and management with a view to enhance their own source 
revenue. The specific objectives were:

1.	 To enhance the legislative capacity of county assembly members on own source revenue;
2.	 To disseminate the National Policy to Support Enhancement of County Governments’ Own Source Revenue; 
3.	 To strengthen the oversight capacity of county assemblies on revenue administration and management; 
4.	 To sensitize county assembly members on fiscal decentralization; and
5.	 To engage county assembly members on other matters of devolution.
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1.3.	 Rationale

Capacity building efforts on own source revenue matters to county governments by the Commission had previously 
focused on the county executive arm at the expense of county assemblies. This is despite the two arms of county 
government playing a critical role on revenue administration and management. In realization of this capacity gap, 
there was a need by the Commission to shift focus to the legislative arm.

Further, a review by the Commission of the enactment of revenue legislation by county governments over time 
illustrated low levels of legislation which necessitated the legislative capacity building.  

An analysis by the Commission (County own source revenue performance2) shows that a majority of county 
governments are collecting on average less than half of their revenue potential annually.3 Nationally, the growing 
expenditure of both national and county governments and the limited nationally raised revenue has resulted in 
shrinking fiscal space that requires county governments to enhance their revenue collection. This triggered the need 
to build the capacity of county assembly members in oversighting their respective county executives on revenue 
administration and management in a bid to boost their figures.  

The National Policy to Support Enhancement of County Governments’ Own Source Revenue was adopted in the year 
2019 and disseminated to all the 47 county governments’ executive arm. County assemblies were not covered in the 
dissemination exercise, creating the need to subsequently include them. The Policy lays a foundation for enactment 
of OSR legislation.

A survey conducted by the Commission4 established that automation of revenue administration at the counties was 
costly. Weak contractual arrangements between vendors and counties leading to revenue leakages, inefficiencies, 
and weak accountability frameworks triggered the need for strengthening the oversight capacity of county assemblies 
in that sphere.

For county assemblies to efficiently and effectively perform their legislative and oversight role, equipping them with 
necessary skills for revenue legislation and oversight is key in revenue administration and management. 

The rest of the report is organized as follows: chapter two provides the training proceedings; chapter three is on 
challenges, mitigation measures and lessons learnt; while chapter four provides the conclusion and recommendations.

2	  County Revenue Mobilization Efforts-A Stock of the Last Six Years 2020
3	  Figure 2 shows the county performance in comparison to their revenue potential
4	  Survey Report on County Implementation of Automated Revenue Management Systems
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TRAINING PROCEEDINGS/TRAINING 
APPROACH
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2.1.  Training Methodology

The Commission identified the need for capacity building members of the county assembly on OSR legislation and 
oversight. As a result, a meeting with chairs of the Budget and Finance Committee of the County Assemblies was 
held in Naivasha.   The Chairs of the Committee affirmed the need for the training and proposed that it be conducted 
in clusters based on the proximity of the counties to each other in a region as shown in Table 2.1.                      

Table 2.1: Suggested Training Workshop Clusters

 No. Cluster Proposed Training Date  Counties 

1. Nyanza 3rd week January
from 20th-25th 2020

Uasin Gishu, Kisumu , Migori, Homa bay, Nyamira, Kisii, 
Kakamega, Busia, Bungoma, Trans Nzoia, Vihiga and Siaya

2. Coast 2nd week 2020 Mombasa*, Kwale, Kilifi, Tana River, Lamu, and Taita Taveta

3. Rift Valley 3rd week February 2020 Nakuru*, Baringo, Nandi, West Pokot, Narok, Bomet, Turka-
na, Samburu, Elgeyo Marakwet, Kericho

4. Central  
1st week March 2020

Kiambu, Muranga, Kirinyaga, Nyandarua, Meru, Thara-
ka-Nithi, Laikipia, Nyeri*, Embu

5. Nairobi 27th January 2020 Nairobi* Machakos, Kitui, Makueni, Kajiado Garissa, Man-
dera, Wajir, Isiolo and Marsabit

* Proposed venue of training

  
Group photo of Participants at the Model Laws and OSR Training of Nyanza Cluster held in Kisii County on 10th February 2021

2.2. Selection of Participants 

The training initially targeted all members of the county assembly. However, due to financial constraints, the target 
group that was focused on was the Finance and Budget committees due to the direct role they play in the budget 
process. The training also included technical staff of the county assemblies who play a crucial support role in the 
county legislature. 

Further to training members of the Finance and Budget committees, it was found necessary to train the chairs of 
Agriculture, Lands and Trade committees given that the bulk of OSR is generated from these sectors. 
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2.2.1. Specific Cluster Trainings

i.	 Nairobi Cluster

The Nairobi region training was held at Enchula Resort in Kajiado County from 27th to 31st January 2020. Ten 
counties were invited namely Nairobi, Machakos, Kitui, Makueni, Kajiado, Garissa, Mandera, Wajir, Isiolo, and 
Marsabit. Out of these, three counties did not attend the training namely Nairobi, Kitui, and Wajir. 

ii.	 Nyanza Cluster

The Nyanza region training was held at Ufanisi Hotel in Kisii County from 9th to 14th February 2020. A total of 12 
counties were invited namely Kisii, Nyamira, Homa-bay, Kisumu, Migori, Siaya, Kakamega, Vihiga, Bungoma, 
Busia, Uasin Gishu and Trans Nzoia. Out of these, five counties did not attend the training namely Migori, 
Busia, Siaya, Trans Nzoia, and Uasin Gishu.

iii.	 Central Cluster

The Central region training was held from 24th to 27th February 2020 at Panari Resort, Nyahururu in Nyandarua 
County. A total of nine counties were invited namely Nyandarua, Nyeri, Laikipia, Tharaka-Nithi, Murang’a, 
Meru, Embu, Kirinyaga and Kiambu. Four counties namely did not attend the training namely Meru, Embu, 
Kirinyaga and Kiambu. Even though 5 counties participated, the turn out in this region was the lowest due to 
the Building Bridges Initiative (BBI) Assemblies debate which coincided with the trainings. 

Participants of the Model Laws and OSR Training of Central Cluster held in Kisii County

iv.	 Rift-Valley Cluster

The training for this cluster was scheduled to take place in March 2020, but was rescheduled to October 2020 
due to the lockdown and movement restrictions resulting from the COVID-19 pandemic. The training was held 
at the Lake Naivasha Simba Lodge in Nakuru County from 27th to 30th October 2020. Thirteen (13) counties 
were invited namely Nakuru, Narok, Samburu, Baringo, Bomet, Turkana, Elgeyo Marakwet, Kericho, West 
Pokot, Trans Nzoia, Migori, Busia, and Siaya. Out of these, four (4) counties did not attend the training namely 
Narok, Turkana, West Pokot, and Siaya.

v.	 Coast Cluster

The coast cluster training was held at the Travellers Beach Hotel, Mombasa County from 14th to 17th December 
2020. A total of six counties from the coast region were invited. In addition, 9 other counties which had not 
participated in the previous clusters were invited to participate in this cluster training. Of these, six counties did 
not attend the training namely Mombasa, Kwale, Uasin Gishu, Turkana, Kirinyaga, and Kilifi. 
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Photo showing participants at Traveller’s Beach Hotel, Mombasa

vi.	 Sixth Cluster

The post-training assessment of the five (5) regional trainings revealed that fourteen (14) counties had not 
participated due to closure of County Assemblies because of the COVID-19 pandemic. These include: 
Mombasa, Kwale, Taita Taveta, Uasin Gishu, Turkana, Kirinyaga, Kilifi, Narok, West-Pokot, Siaya, Nairobi, Isiolo 
and Wajir Counties. To address this issue, a sixth cluster was organized from 26th to 29th January, 2021 at Turtle 
Bay Watamu in Kilifi County. Ten (10) counties Participated in the training namely Mombasa, Taita Taveta, Uasin 
Gishu, Kilifi, Narok, Siaya, Isiolo, Wajir, Trans Nzoia and Kitui.

vii.	 Seventh Cluster 

A seventh cluster was organised at the Travellers Beach hotel, Mombasa County from 22nd to 25th February 
2021 targeting Chairpersons of Agriculture, Trade and Lands Committees from all the 47 County Governments. 
A total of 12 counties were represented namely Nyeri, Elgeyo Marakwet, Samburu, Trans-Nzoia, Tana- River, 
Kisii, Embu, Garissa, Homabay, Kiambu, Mandera and Kisumu.

viii.	 Training for County Assembly Technical Officers

In addition to the above seven clusters for county assembly members, a training for the technical officers 
from the county assemblies was also organized at Sawela Lodge in Naivasha, Nakuru County from 9th to 12th 
February 2021. This was informed by the fact that the staff play a critical role in offering technical assistance to 
MCAs in executing their constitutional role.

Training of county assembly technical staff at Sawela in Naivasha
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Figure 1: County Assemblies that Participated in the Trainings

Following the trainings, approximately 350 MCAs and technical officers from the county assemblies were trained. 

The training approaches used included presentations from CRA and the Secretariat in charge of the implementation 
of the National Policy to Support the Enhancement of the County Governments OSR. In addition, discussion groups, 
case studies and experience sharing from the participants were used.

2.3. Training Proceedings

Counties were trained on six thematic areas:

i.	 National Policy to Support Enhancement of County Government’s Own Source Revenue,
ii.	 Revenue raising model laws,
iii.	 Own Source Revenue Performance and Enhancement,
iv.	 Embracing ICT in OSR Management,
v.	 Revenue sharing among county governments, and
vi.	 Change management.

The next section expounds on each of the thematic areas. 	
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2.3.1. National Policy to Support Enhancement of County Government’s Own Source Revenue 

The Policy was approved by Cabinet in 2018 with the goal of enhancing Own Source Revenue (OSR) for county 
governments. The overarching goal is to achieve a standardized policy, legal and institutional framework for local 
revenue-raising measures and enforcement that applies to all counties. The relevance of this thematic training area 
was to disseminate the policy to the county assembly members with a view to broadening the counties revenue basis 
while enhancing revenue administrative capacity.

Participants were taken through the contents of the policy which include:

a)	 OSR collections before and after devolution: It was noted that the OSR collection by the defunct local 
authorities (before devolution) was at an upward trajectory. This trend however reversed after devolution 
where in some instances the actual OSR collected declined in absolute terms from FY 2015/16 to 2017/18. 

b)	 The challenges of revenue administration and management: These include, but not limited to, absence of 
revenue raising policies and legislations, illegal issuance of waivers and variations on taxes, fees or charges, 
multiplicity of county fees and charges, limited human resource capacity, weak enforcement, manual revenue 
collection, unrealistic OSR forecasting, weak internal controls, and spending of OSR at source. 

c)	 Policy Interventions: To achieve the policy objectives, the policy proposed a number of interventions which 
include the proposed County Governments (Revenue Raising Process) Bill, enactment of primary OSR laws, 
development of Tariffs and Pricing policy, development of a master valuation roll, and development of an 
Integrated County Revenue Management System (ICRMS) among others. 

d)	 Governance, Accountability and Oversight for the Policy: This highlighted the roles of the county assembly, 
the county executive, the national government and Parliament in enhancement of counties OSR. 

Participants in a group discussion at the Technical Staff Training on Model Laws and OSR held in Naivasha, Nakuru County

2.3.2. Revenue Raising Model Laws

County assemblies are mandated to enact and pass legislation on county taxes, licenses, fees or charges. The 
thematic area on model laws focused on how revenue related laws should be structured as well as their substance. 
Further, it focused on one type of tax that counties can levy namely, property rates. Relevant court cases were also 
incorporated in delivery of the training to help participants contextualize the various legislative proposals. 
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a)	 Model Law on Rating

Property rates are a county tax and one of the key revenue streams for county governments. The model law applies to 
all rateable property in counties and creates an obligation for property owners to pay taxes in the form of rates based 
on valuation rolls.  It also defines a ‘rating authority’ as the county government. It also has various other provisions 
including provisions on payment and collection of rates.

b)	 Model Law on Trade Licenses

Participants were also trained on a model law on trade licenses. Counties can impose trade license fees for services 
offered within their jurisdiction for regulating trade development activities including markets, liquor licensing and 
parking.  The model law highlighted the key provisions that should be reflected in a county trade license law such 
as, requirements for a trade license, application form for a license, instances of cancellation or suspension of trade 
licenses etc. 

c)	 Model Law on County Revenue Administration

Further, county assemblies were trained on another model law on revenue administration. This model law guides 
counties on how to administer collection and management of any taxes or fees collected. The main purpose of the 
model law was to confer a general power and responsibility for the administration of county revenue laws on a public 
official. The model set out other relevant administrative and enforcement provisions relating to revenue legislation 
such as functions of the receiver of revenue, provision for a revenue register among others.

d)	 Model Law on Finance

Finally, the training on model laws covered the model law on finance. This model law was aimed at showing 
counties how to annually comply with section 131 of the PFMA by setting out in their Finance Bills all their revenue 
raising measures to finance their budgeted activities. 

2.3.3. Own Source Revenue Performance and Enhancement

The Constitution, in Article 216 (2), mandates the Commission to make recommendations on other matters concerning 
financing of, and financial management by County governments. Further, Article 216 (3)(b) stipulates that in formulating 
recommendations, the Commission shall seek, when appropriate, to define and enhance revenue sources of national 
and county governments. The relevance of training on this thematic area was to present counties OSR performance 
over the years with a view to counties enhancing their revenue towards the potential. 

The Commission continuously supports county governments with the ultimate objective of empowering counties 
to develop sustainable mechanisms of collecting and managing their own source revenue. This is with the view of 
enabling the counties to achieve financial autonomy and reduce the over reliance on the equitable share of revenue. 
The following topics were covered in this presentation.

a)	 Legal Basis for Imposing Taxes and Charges: The legal basis underpinning the collection of revenue 
for both national and county government as stipulated by Article 209 of the Constitution. The national 
government collects revenue from income tax, value-added tax, customs and other duties, excise tax or any 
other tax authorized by an Act of Parliament and charges for services provided. The county governments 
raise revenue from property and entertainment taxes, fees and charges for services provided as well as any 
other tax authorized by an Act of Parliament.

The training also covered the structure and responsibilities of county treasury; designation of receiver and 
collectors of county government revenue; powers to waive or vary tax; appointment of KRA as a collector; 
obligations of county government officers and reporting of county revenue.

b)	 OSR Performance: The training covered the trend of OSR performance for the financial year 2013/14 to 
2019/20. County OSR collection vs target was presented. Figure 8 was a presentation that showed the trend 
of the OSR collection and target for financial years 2013/14 to 2019/20. Some counties attained their target, 
however over the period counties did not achieve their cumulative target.
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Figure 2: OSR Actual Collection versus Target in Kshs. Billion
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Further, county revenue performance was discussed vis- a-vis the OSR potential estimate5.  It was noted that most 
counties are far from reaching their potential and hence the need for county assemblies to champion enhancement 
of OSR. The OSR average growth for the past seven years of devolution (FY 2013/14 – 2019/20) per county was 
presented. Further analysis of the effects of COVID 19 on OSR collection for FY 2019/2020 was included in the 
training. Figure 9 was a presentation that shows average OSR collection for the past seven years as a percentage of 
the county potential.

Figure 3: Average revenue collection as a percentage of revenue potential FY 2013-14 to 2019-20
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5	  Own Source Revenue potential and Tax Gap Study of Kenya’s County Governments, Adam Smith International (2018).
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c)	 The Key Revenue Streams: County governments have over 100 OSR streams with only six streams 
yielding over 80 percent of total revenue collection. The top revenue streams that drives OSR collections 
at the county governments for the period 2017/18 to 2019/20 was presented. A comparison of the revenue 
performance per stream from financial year 2017/18 to 2019/20 was also presented. Figure 10 was a 
presentation that shows the revenue streams as per 2019/20 OSR collection.

Figure 4: FY 2019-20 Revenue streams percentage contribution to total county own source revenue
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d)	 Performance bottlenecks: Several challenges on OSR administration and management were highlighted.  
These include:

•	 weak revenue raising legislative framework, 
•	 poorly maintained tax and rate payers’ databases, 
•	 limited rate payer education,
•	 inadequate capacity in revenue administration,
•	 weak and ineffective enforcement frameworks,
•	 high cost of revenue collection,
•	 loopholes and leakages in revenue collection,
•	 multiple revenue systems,
•	 political interference,
•	 fees and charges not commensurate to service provision, and 
•	 unrealistic revenue forecasts among others.
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e)	 The Commission shared the ongoing OSR initiatives that included: 

i. 	 Development of an ICRMS,
ii.	 Legislation - County Governments (Revenue Raising Process) Bill (2018),
iii.	 Counties OSR Potential Study 2020 incorporating counties GCP data and wider selection of revenue 

streams,
iv.	 Development of national guidelines on property taxation, and
v.  	 Development of OSR training guidelines for counties that provides a uniform framework for training 

county governments on matters of OSR.

The presentation emphasized on the role of the county assemblies in mitigating some of the challenges in revenue 
administration including: sensitizing rate payers, providing oversight in revenue collection and management, passing 
relevant OSR laws, facilitating public participation on policies and bills that focus on revenue, and approving county 
budgets.

 

2 3.4. Embracing ICT in OSR Management

Automation of revenue administration plays a key role in counties by eradicating the duplicative and heavily manual 
processes that are in existence. Automation of OSR administration also enhances efficiency in revenue collection. 
Counties need accurate data on customers, timely reports on revenue collection that are integrated with national 
government systems such as the Integrated Financial Management Information System (IFMIS) and minimized cash 
handling.  

The role of the training on this thematic area was essential in understanding county revenue management system 
with a view to enhance the MCAs oversight role on automation of revenue systems. 

The county assemblies were sensitized on the process of revenue administration automation in its entirety as 
illustrated in Figure 11.

Figure 5: Revenue Administration Processes
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County assembly members were also enlightened on the current situation on automation of revenue administration in 
the Counties through a survey conducted by CRA. The survey revealed that there are different revenue management 
systems at the counties. This led to a presidential directive to have a unified revenue management system through a 
multi stakeholder agency team of which the Commission is a member. 

Participants at the Model Law and OSR Training in Mombasa

2.3.5. Revenue Sharing among County Governments

2.3.5.1.  Vertical and Horizontal Revenue Sharing

The training focused on the equity considerations for both vertical and horizontal revenue sharing. The vertical share 
of revenue to either level of government has been constrained year on year due to under performance of the ordinary 
revenues. During the FYs 2019/2020 and 2020/2021 county governments received a constant equitable share 
allocation of Kshs 316.5 billion for each year due to the constrain in the fiscal framework. The trend of the equitable 
share to the counties since devolution was presented as shown in Figure 13. The purpose of this thematic area was 
to sensitize counties on the need to increase their OSR collection to supplement the equitable share from nationally 
generated revenues.
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Figure 6: County Government’s Equitable Share Allocation for the FY’s 2013/2014 to 2021/2022                  
(Kshs. Billion)
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To achieve horizontal equity, Article 203 of the Constitution provides the criteria to be considered in determining 
the equitable share of revenue to either level of government or to each county government. One of the criteria to be 
considered under Article 203 (1)(i) is the need for economic optimization for each county and to provide incentives for 
each county to optimize its capacity to raise revenue. 

The participants were informed of the ‘First and the Second revenue sharing Bases’ which provided for a fiscal effort 
parameter to incentivize counties to optimize capacity to raise revenue. 

During the first revenue sharing basis that run from FY 2013/14 to 2016/17 counties received an equal share under 
the fiscal responsibility parameter, the purpose being to support counties to set up OSR infrastructure to enhance 
administration and management of revenue. The allocation to counties based on the fiscal effort parameter in the first 
revenue sharing basis was presented as shown in Figure 14. 

Figure 7: Allocation to each county from the fiscal effort in the First Basis (Kshs. Millions)
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In the Second revenue sharing Basis that run from FY 2017/18 to 2019/20, counties OSR effort was incentivized 
based on year-on-year revenue increment per capita. Counties that increased their OSR were incentivized for their 
fiscal effort whereas counties that did not increase their OSR did not benefit from the fiscal effort parameter. The 
allocation to counties based on the fiscal effort parameter in the second revenue sharing basis was presented as 
shown in Figure 15. 

Notwithstanding the incentives provided to county governments to set up the infrastructure needed to streamline 
revenue management, very few counties set up the infrastructure. 

Figure 8: Annual allocation to counties from the fiscal effort measure in the second basis (Kshs. Million)
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The third revenue sharing basis which will be used to share revenue among the county governments from the FY 
2020/2021 to 2024/2025 as approved by Parliament excludes the fiscal effort parameter. 

2.3.5.2. Natural Resources Revenue Sharing

The natural resources revenue sharing focused on the legal provisions on revenue sharing from natural resources 
as stipulated in the Petroleum, Energy and Mining Acts. The Acts provide for the sharing of profits from upstream 
petroleum operations, royalties from geothermal energy and mining royalties between the national government, 
county government and communities where the respective exploration and mining activities take place. However, it 
was noted that despite the legal provisions, counties and communities have not yet benefited from natural resources 
revenues. Therefore, the purpose of training on this thematic area was to sensitize the MCAs on the natural resources 
benefit sharing and the legal provisions with a view to strengthening their oversight role. 

During the training, participants were enlightened that unlike OSR, natural resource revenue consists of royalties and 
profits which are national government revenues but allocated to counties as a legal requirement under benefit sharing 
provisions. These revenues should be appropriated to the counties and the communities to ensure they benefit from 
resources in their region.

2.3.6. Change Management

To ensure that momentum is maintained in enhancing OSR, there is need for a paradigm shift in perception and 
operations of revenue administration and management at all county levels. Participants were sensitized on various 
aspects through which change management is embedded in revenue administration and management as follows:

a.	 It is necessary that counties adopt transformative ways of collecting and managing OSR, 
b.	 County assemblies are the agents of transformation through their role of oversight in revenue administration 

and legislation of relevant laws, 
c.	 County staff need to be sensitized on the long-term benefits of the transformative strategies being adopted 

to enhance OSR and ensure ownership,
d.	 Public participation of the OSR enhancement strategies is paramount to encourage compliance.
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2.4.	 Issues Raised by Participants during Trainings 

This section provides a summary of the issues raised by the participants from the thematic areas.

2.4.1. National Policy to support Enhancement of County Governments OSR

1.	 Governors usurp the power of the CECM-Finance in granting waivers or variations on taxes, fees and charges 
as provided by Section 159 of the PFMA.

2.	  Unprocedural waivers and variations of taxes, fees and charges undermine timeliness and actual collections.
3.	 Lack of updated valuation rolls, resulting in low property taxes.  
4.	 Discrimination on granting of waivers or variations on charges in favour of big construction companies.
5.	 Arising from the manual collection of revenues, counties are still spending at source contrary to section 109 

(2) of the PFMA. 
6.	 Multiple and duplicate charges, case in point is the existence of several cess collection points for the same 

product.
7.	 Inability to link the charges received from cess collection to services provided.
8.	 Political interference in OSR administration inhibits collection.
9.	 The fixed calendar year for payment of single business permit is punitive to businesses started within the year 

which increases the cost of doing business. 
10.	Requisition of county assembly funds from the County Revenue Fund (CRF) through the county executive 

compromises the oversight and legislative roles of the assembly.
11.	Lack of tariff and pricing policy to guide imposition of fees or charges by counties.

Participant asking questions at the Model laws and OSR Training at the Coastal Cluster held in Mombasa County,            
December 14th 2020
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2.4.2. Model Laws

1.	 Limited awareness on the existence of county model laws and the knowledge to domesticate them in their 
respective county jurisdictions compromises revenue collection.

2.	 Inadequate resources in some counties compromises public participation on legislative processes. 
3.	 Existence of discriminative charges in some counties punitive to small traders. 
4.	 Duplicative role of revenue agents as both collectors and enforcers of revenue compromises revenue 

collection. 
5.	 Duplication in collection of liquor fees and charges between the national and the county governments. 
6.	 Some counties reported the existence of multiple licenses for similar businesses.      
7.	 Noncompliance of section 131 of the PFMA on submission of the Finance Bill to the county assembly during 

approval of the budget in some counties. 
8.	 Imposition of taxes and fees without primary legislation by some counties. 
9.	 Clear legal framework for cess collection in most counties is non-existent.
10.	Minimal affirmative action in public participation in most counties. 
11.	Noncompliance with Section 157 of the PFMA on appointment of receivers of revenue. This poses a challenge 

of accountability of chief officers on the collection from revenue streams in their sectors.
12.	Submissions of different versions of audit reports to the county assembly and to the Auditor General by the 

County Executive.
13.	Non-enactment of Finance Bills annually as required by Section 132(1)(2) of the PFMA. Replication of Finance 

Bills from other counties that are irrelevant to a respective county.

2.4.3. OSR Performance and Enhancement 

1.	 Inadequate capacity in OSR forecasting and target settings.
2.	 Counties expressed concern that health user fees are among the highest sources of fees and charge but 

are not retained and used in the health facility service improvement Some counties have also been reporting 
NHIF as OSR.

3.	 Limited awareness exists of a knowledge sharing platform for counties to share experiences. 
4.	 High costs of running county revenue boards in comparison to the revenue generated. 
5.	 Weak revenue administration structures resulting in non-alignment of revenue streams to the functions of the 

various county departments.
6.	 Pending bills due to inability to meet revenue targets by counties. 
7.	 Unrealistic revenue targets in some counties.

 2.4.4. Revenue Sharing

1.	 Inadequate technical capacity on revenue allocation at the ward level.
2.	 Removal of the fiscal effort parameter from the third revenue sharing basis may disincentivize counties from 

increasing their OSR collection. 
3.	 Delays in disbursement of funds from the national government level to the counties affects budget 

implementation.
4.	 Counties with Level 5 hospitals expressed concerns that the conversion of the Level 5 conditional grant into 

unconditional allocation would affect health care provision.
5.	 Lack of wide consultation in the leasing of medical equipment contracts, as such, counties are unaware of 

their pending financial obligations.  
6.	 Duplication of functions by the national government, particularly in the health and agriculture sectors, reduces 

the equitable share to the counties. 
7.	 Lack of wide consultations in implementation of mega projects across the country. 
8.	 The National Treasury to address the bottlenecks facing county borrowing. 
9.	 The definition of beneficial natural resources should be clear to all counties. 
10.	Delays in disbursements of mining royalties.
11.	Limited understanding of revenue sharing from natural resources.
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2.4.5. Embracing ICT in Revenue Administration 

1.	 Weak contractual agreements between county governments and vendors. This leads to lack of ownership of 
the systems and data by counties. Some contracts validity periods are long term with exit clauses that are 
financially punitive to counties.

2.	 The county assembly’s limited access to contractual agreements signed between the county executive and 
vendors on revenue management systems weakens their oversight role in OSR administration.

3.	 Limited technical capacity of county executive staff in administration of revenue systems resulting in over 
reliance on vendors that pose a risk to governance and data manipulation.

4.	 Poor network connectivity and lack of electricity in some parts of the country resulting in partial automation 
and delays in revenue collection.

5.	  Engagement of revenue agents in collection of OSR through their systems results in high operational costs 
of automating revenue collection.

6.	 Change in political leadership leads to abandonment of some of the Revenue Management Systems resulting 
in revenue loss.

7.	 Some counties use manual and multiple revenue collection systems resulting in revenue leakages.

2.4.6. Other Issues Raised on Devolution

1.	 Inadequate awareness by county assemblies on the mandate of CRA with respect to the setting of expenditure 
ceilings of the counties. 

2.	 Lack of awareness by county assemblies on the criteria used to identify marginalized areas. 
3.	 County assemblies expressed the need for the Commission to partner with Civil Society Organizations 

(CSOs) to enhance citizens’ participation through town hall conversations.
4.	 MCAs expressed concern for the delayed implementation of Equalization Fund projects.
5.	 County assemblies rely on the county executive to initiate legislative proposals and rarely tap into the existing 

capacities namely the Kenya Law Reform Commission and the Attorney General. 
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CHAPTER 3: 

CHALLENGES, MITIGATION MEASURES 
AND LESSONS LEARNT



31

REPORT ON COUNTY ASSEMBLIES OWN SOURCE REVENUE TRAINING

3.1. Challenges

The training was well planned and executed. To a great extent, the training was successful although some challenges 
were encountered. These challenges  included: outbreak of COVID-19 pandemic, location apathy, low attendance, 
inadequate funding, and other abrupt events involving the target participants. 

These are elaborated below:

1.	 COVID-19 Pandemic: The training was expected to be conducted between January and March 2020, 
however, due to the outbreak of COVID-19 pandemic the training was disrupted in March 2020 and had to 
be rescheduled. The training resumed in October 2020 and was finalized in February 2021. The pandemic 
affected the training program with some training events being rescheduled with a cost implication. In one of 
the trainings, the programme had to be postponed on the first day of the event with participants already at 
the venue. In subsequent meetings, the number of participants had to be capped thus reducing the overall 
attendance. 

2.	 Location Apathy: It was observed that participants had preferences for certain locations which affected 
attendance in some clusters. In a number of cases, it was apparent that there was preference for locations 
outside home counties. 

3.	 Low Attendance: It was observed that in some cases, communication/information on the training was sent to 
the relevant offices in time but did not reach the intended participants promptly.  This hampered participants’ 
facilitation and logistics planning, thus contributing to low attendance in some clusters. 

4.	 Inadequate Funding: It was noted that while all MCAs require training, the budgetary provisions for both 
institutions (the Commission and the National Treasury) allocated for training was inadequate to train all 2,199 
MCAs. The training therefore focused on selected committees and technical staff of the County Assembly.

5.	 Abrupt Events Involving MCAs: The training program clashed with some political events of national interest, 
such as Building Bridges Initiative (BBI) forums thus affecting participation of some MCAs.

Despite the challenges encountered, the objectives of the training were successfully achieved.

3.2. 	 Mitigation Measures

From the experiences of the training, the following mitigation measures could be adopted in the future to contain the 
challenges: 

1.	 Embracing Online Training: The outbreak of COVID-19 pandemic disrupted the training schedule. However, 
this could be mitigated through conducting online training.

2.	 Location Choice: To enhance participation, choice of the venue for the training is critical. 
3.	 Financial Constraints: The high costs associated with moving participants to a common location, could be 

mitigated by having trainers visiting each of the respective counties and training as many MCAs and their 
technical staff on location.

4.	 Training Period and Target group: The training was meant to build the capacity of MCAs on carrying out 
their oversight and legislative role. However, the MCAs particularly may not have adequate time to implement 
what they learnt considering the life cycle of the County Assembly vis-a-vis the time when the training 
was done. In view of the above, the training could be conducted immediately after the general election. In 
addition, the focus should include permanent county assembly staff who will carry the institutional memory 
through successive assemblies.

5.	 Stakeholder Consultation: There is need to involve County Assemblies and County Assemblies Forum (CAF) 
from the onset when organizing the training. This will ensure buy-in by the county assemblies and synchronize 
the training program with their legislative calendar. This will ensure that the trainings are scheduled when 
the county assemblies are not in session and it will also allow more of the target participants to attend the 
training. 

6.	 Joint Training: Conducting of joint trainings by the oversight institutions is paramount in capacity building of 
county assemblies in order to reduce disruptions of county assembly programmes.

7.	 Feedback: Administration of evaluation forms for the participants to provide feedback on the training.
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3.3 Lessons Learnt 

The lessons learnt from the engagement are that there ought to be flexibility in the mode of training to accommodate 
any eventualities. In addition, participants’ venue preferences should be considered for enhanced participation. Joint 
training by the oversight institutions will ensure ease mobilization of the MCAs and minimal disruption of the core 
business of the assemblies. More so, the interactive way of getting feedback from the participants is paramount in 
assessing success and improvement of the training and informing policy development.
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CHAPTER 4: 

CONCLUSION AND POLICY 
RECOMMENDATIONS 
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4.1.    Conclusion 

The training was aimed at building the capacity of the MCAs and included six thematic areas: the National Policy to 
Support Enhancement of County Government’s Own Source Revenue; Revenue raising model laws; OSR performance 
and enhancement; embracing ICT in OSR management; revenue sharing among county governments and change 
management.

The programme successfully trained a total of 350 participants drawn from 45 counties and disseminated relevant 
documentation to support the training including:

i.	 The National Policy to Support Enhancement of County Government’s Own Source Revenue,
ii.	 Economic Policy Framework Guide Book,
iii.	 Model County Revenue Allocation Handbook, and
iv.	 Constitutional and Legislative Policy Guide Book.

While the intention was to build the capacity of all MCAs, only members of select committees and their staff were 
trained due to financial constraints. It was however noted that the legislative mandate on OSR rests on all the 
members hence the need to target train all members of the assembly in future. 

A well-functioning Assembly that performs its legislative and oversight role is paramount in enhancing county OSR 
and service delivery. However, there are challenges for the County Assembly to effectively carry out their roles, 
particularly inadequate capacity of members to legislate and oversight on own sources revenue as well as gaps in 
revenue administration. 

The participants acknowledged the significance of the training and underscored the need to carry out the training as 
part of induction for incoming MCAs immediately after elections. This would ensure that the legislative and oversight 
capacity of members of the county assemblies on matters OSR is strengthened.

 The next section outlines the recommendations and way forward from the training.              

4.2.   Recommendations

1.	 To address the inadequacy of OSR legislation, the Commission should provide drafting technical assistance 
to facilitate development of OSR legislation.  

2.	 To address the lack of tariff and pricing policy to guide setting of tax rates, fees and charges along the 
revenue streams, the NT and the Commission to develop a model tariff and pricing policy.

3.	 Counties should amend the validity period of the trade licenses from a fixed calendar year to a prorated 
period of time in line with when the license was granted.

4.	 Parliament to legislate on Article 209 (5) to ensure that county taxation and other revenue raising measures 
are not exercised in a way that prejudices the national economy and movement of goods and persons across 
counties.

5.	 The Commission to support counties map out their own source revenue streams to enhance their revenue 
collection.

6.	 The Commission to collaborate with NT, KRA and other agencies to support counties to develop revenue 
forecasting tools.

7.	 The National Treasury to develop and operationalize the benefit sharing framework for natural resources.  
8.	 Parliament to amend section 133 of the PFMA (2012) to ensure the Appropriation Bill and the Finance Bill are 

presented and approved simultaneously in the county assemblies.
9.	 The National Treasury to fast-track the development and implementation of the ICRMS.
10.	NT to fast track the development of a national legislative framework on property taxes.
11.	Counties to update their valuation rolls using modern technological advances such as GIS with a view to 

enhancing OSR collection.
12.	The Commission to establish the cost of revenue collection with a view of issuing an advisory to the counties 

on cost efficient revenue streams.          



35

REPORT ON COUNTY ASSEMBLIES OWN SOURCE REVENUE TRAINING

 4.3     Way Forward

From the foregoing, it is evident that the training was successful. Despite the challenges noted in chapter three, it 
was observed that there was need to continue capacity building the MCAs on their legislative and oversight roles on 
matters OSR. The following proposals were made to inform the training programme going forward.  

1.	 Incorporate the training in the induction of MCA’s immediately after elections.

2.	 Review the training content and include new areas such as translating policy into law.

3.	 For synergy at the counties, carry out continuous capacity building of county executive and members of 
county assemblies’ and their technical staff on OSR matters.

4.	 Despite elections and selection of members to committees, going forward, the commission will make a 
deliberate effort for inclusivity.

5.	 Tailor the training material to consider the unique needs of special interest groups.

6.	 Conduct joint training with other oversight institutions to avoid too many disruptions of county assembly 
programmes. 

7.	 Administer evaluation forms to the participants for feedback on the training.
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ANNEXURE
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List of trainers, report writers and Logistics

List of Trainers

1.	 Sheila Yieke		

2.	 Josephine Kanyi

3.	 Joseph Mbatha

4.	 James Katule		

5.	 Lineth Oyugi		

6.	 Joseph Kuria

7.	 Selly Yagan		

8.	 Renny Mutai

9.	 Emily Kimani		

10.	Keziah Njeri

11.	Anastasia Wanjohi

12.	 Jennifer Nafula

13.	Peter Wachira

14.	Nancy Oswera

15.	 Jane Karianya

16.	Brian Cheruiyot

17.	Bernard Amimo

List of administrative and logistical team members 

1.	 Eva Murungi

2.	 Glady Mwinzi

3.	 Constance Mulanya

4.	 Charles Araka

5.	 John Kiprono

6.	 Elizaphan Murithi

7.	 Simon Richu

8.	 Edith Abenge

Report Writers

1.	 Sheila Yieke		

2.	 James Katule		

3.	 Lineth Oyugi		

4.	 Selly Yagan

5.	 Naomi Mathenge		

6.	 Emily Kimani		

7.	 Keziah Njeri

8.	 Kennedy Murambi 

9.	 Anastasia Wanjohi

10.	Meimuna Mohammed

11.	Henry Mecha

12.	 Jennifer Nafula

13.	 Jecinter Hezron

14.	Peter Wachira

15.	Nancy Oswera

16.	Bernard Amimo

17.	Emily Muema

18.	 Jedah Nyaboe
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NOTES
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