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i'ir. Spr-':rl';t:-,',. Sir,

r ircg trr iiti).;rc {,lriit 1,1r. speak,er do nor.v l.eave 1;he ehair'

I Ir'.1'](Oli ijC'i'.1 OlI

),ir-. flpea.'lit,.'. .lre. tlictrcs of the last two lludge-Ls ref lected
the ;rzrrt j.cr.rl.lr prcrbl cins anci. cha11.c'ttges lt:c \','cre'fac,ug tlr.rt ps a nai:ion '

I lc i,lay iir i,'lrici, i';€ ci>i.rcc1. ',';i';h tllc 1994 clrott[Ill't- cletnotr:'ltra'teci
tO tht: ',,;oIJ tj , aiicl to oUl-sel vc:s, ho}i f ttnCl'ar:ltllita '! 1Y Sctl;:ci Ottr

ucotlotiry j.s ancl !ror,; f 1r:xit-rle c1)l' polic j-es are. It ir"lso

der,rorjstt.ated the polit j.ca1, aclnin j st.i';i'bive c.a.p.rt:i1it'y, and che

vril-] pol,;eI of Pietr1ra115 t1 resl-''3116 1.o I'lnprficecl<rntt'C sI'i3CS artCi

deal. i,ritir these prr_rb1erus usiirg our o\Tn resourc('S.

. Mr. Speirker, I atn Su]..e that all Kenyatls have e,Cme

to appl.eciate the f.e-c,t that Econorlic Deveiopin':nt can on1]' be

8-Chievec.l. in an atnrosL,irer.e of political- aud soci;11 stal-'rili'ty '

It is for.this rea-.ci, that I itould like to ca}l or1 all
){ot:ou:.abIe },lei;ibers to j oin ne in exi:ressing ollr ci-eep gratitucie
to II.E. the Pt'e:sj-tlent for the distingr'risirecl' tnailner in whicLt

he eonducts ti:e ei!a-ir: c: 1.!:ic cctlntl'l'- cuic!c"!-by his
pe].sonal cr:.:nrnple anc ()rtr- pol j t iCal- liir i-losphy r:i Per-e'e, Lcve

ir.nci Unity, X=irl,u should be ai:1e to tl.clricve tltr-l economlc artd

io"1*L gt..is nrl ha'e set f cr ourssl-','es. I aul surc i sleak
f or all Iloltourable i,lentbers; itl stating that \ve should a 11

re*scIve collecri'zel-v and j.ildivitiuatly to stlpport His
Exceilency's efforts.

The ta:k that $e have set f or ourselves as spe) 1c'J -out
in ttre sess;onat PaPel'No. 1of 1985, is to c'reat'e a' set of
[ofi"iu= rvhich rvi.r1 j-nci'ease efficiency ancl tSus .ecceier":rte'r-gron,th, reduce unemploy;ent, "',1ti1e 

maiutaiiritrg financial
stabjli-ty e.t home ,.,i5-1-1rrs ttre rest of the wcr1d. \';itirin thi's
framerr,,'o]:k, there,vil.l be Ilo letti.ng up in our cietermj'nzrt'jon
to coti'crol inflation. VIe shell- continue the stLuctur;i1
adjustment o.ricl stabi ||za[iorr pciic:.cs- ive have 1o1].owecl

consistc:nt11, in :.he last io,, y'""r". These polic j'es p::oi-i'de

the only \l:ay to :icirieve our object.ir,'e of stabi)izing tite
eccncnn]'--- f ir to :iba-ndon them woul'ci be to rj.sk reneued
inf la.tiolt ancl tilucit Iigtrer utiemplo]rrrcllt ' lYe treed to establ' j'sli

a set of -tncentives thr.t rvlil ltitnulate t5e pr-Lval-c sector
to heccrnte trlt engitre of cconc:miC grorvtl: ' YIe nr:ecl to I'ernove al-i
tlte unnecesjsary i:,rrrea-r,tcraijc ancl otlrcr'obstaclc;s to ecotlomic
grorvth, ancl \','e tnust eilstlre that the i.nCrease in inCOnteS; gOne:'l t crl

in this proe.ess is widely distribur-ed lrlncng oui: cit'izen:'r'

Iftheset:rrgetsa].egolngtebcachier'ed,\Yenceclto
e.stablislr anrJ. ntaiu j;ain cJ r;s;c gg- r-rpr-rre t i on ztittl lrttt-'tlaI cotl { ic'eiice

be'l,u,een tl:r-: GC,zerltttl'.'llt, tirc i-rttsil)f-'S's Cotltttrtttii'1'y itl Kcttve l'l]d.
abt.oad ancl the mu.'l ti lat:errrl and l-ri.La.Icra]- ins;1.'itutictrs ri'hich

assist r.rs j n our clcvelopmr:trt ef f orts '
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l,f r. ,Spca)rcr', tltr: c j.rcirrn:;tlinccs which lcrl trt I(clvarsJ-mprcssive ecott'.rnitc 1t<:t.'fo:'rrriii)oc irr tlrt: fjr.s'L cicc.arlo alteri.ndepenclcttcc havc lroiv run tlrcir cc)ul'sc. iri. i,iiL,.,rlrtionalcco,)ornic' elrvit.onrnent tlrrri lrrl t,lre lasl: 1;etr yeat.s ha.._,; l)ot [rr:cncor:ducj.ve to i':tpJ.d t':conorrrj.i irncl social p16gr..,,"s. -rrow;";;;"
wc tnust: not blarrre r>ilrer.s .tor: .our o\u1 shb::tIo:n j_ngs, rnst<::tcl,
lve sltoul'cl use the exatnple of those countries vrhich have beensuccessful evcn in adverse c.ir.curnstilnces and focus oul.attcItion on tn:rtter.s at Itonre, rvhich \ve our$elrres cirn c5apge.rt rvas in Lhis spi.rit th:rt the sessional paper. No. 1 of
1989.was preparecl, later trcr.r:rtcd antr ,.pprorb,l by ilrisParliarnent. As )ou may recaII, t:rrc scope of trris pa1-rcr
eollccrtrs lierlyar.s developtnetrt up to the eira of this ccltury.ru this Year-f s Burigei:-i rvill corti.nue to transform trreprincip)-e-s set out in the sessional pa.per intc concreteeconomic policy actidns

a

Ilr- speaker, last year,, r spol<e a.bout reneling economicgrclth. That lvas atrd remains an impoltant issue, in vierv ofthe fact that Kenya's average incoml per housei:ojtl has l:ardlygro\r"n since the f irst half of ilie lggb's. Toclay, ho*,ever , 
-'

ll'e can look bacl; on 1986 as a year of remarxable economicachievetnent. iTe had sigrrificant perforrnance anci registeredtlre highest re::-i grorvth rate of inconre pel- head in arrnosta decade. rnf lation abatecl, and v,.e enjbyed e sui_:stantiarsurplus in our transactio,s wi.th the rest of tlre ;.;i;:--Bel:ind this good achievernent were some fortuiLous, anci
1:ern1:orary facto:'s rvnicl: ve caniot counr orl in lihe J/ears aheacl.Nevertheless, r am eonf icient that the gro,.i,th mornentum iromJ-1st vear can be rrtaitrtainecl. lTe suould i)o\v aim at utilizingeff-ectively the strengtirs in the eccrlomy ancl shape our pol:clesso'that rre can continue to enjoy rapid ecodomic anci socialprogress.

ur- speaker, in this connection r shall begin byrevierr;ing the rttternational economic scene as a backgrotrnd toouI oivn economic situation. r shall deal rvith some ofAfricats economic problems, in partj.crrlar. thc' seriotrs a1d
gt-tgn danraging situation brought about. by lrtrge external
9uU!-obligations. Thereafter, I rvil1 revierv [enya,s economyln1986andprovidea.progl1osisfor198?ancIbeyond

These introductory sections of my speech should set thestage for a discuss.ion of ilrc policy fr-:rnrclork r haveformuiated f or this year,s Buclget. rj"::alIy, r shalr cli.scussthe buriget outturn for the fiscar year iuii endlng, andpiesent specific mea.sures r.plating to ta.xat:lon and othertariff matters fcr lgBZ/gB.

TIIII WO}iLD ECOljoIlY

ltr. Speitkern evetrts in the worlcl econolly often nffecteconomic variabl.cs j;r devcloping countries lilic Kcnya ina variety of way.s and in lrsc ttlis vras esl)eciall;r ti.rrc. Theyear r','rrs nrarked by ).arge srvj nrs in i(r_-J, rvoi.lcl prices cspeci.nllyin.thc pricc of pctt'ol.crrm proilucts o,r,J in tlc exchange'rates
betwecn ntejor curr.ct)cie.s.
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Partly, as a result of .'uhe decl ine in commodity
inflation generall-v abated throughout the rvorld. Lorvel'

on in turn led to lolor. interest rates which fell by
O percent in the major industrial countries last 1,ear.
eductions could have eased debt service burden faced
developing countrj-es, but adverse exchauge rate shifts

epeuecl the foreign clelrt crisis. As inf latiott rates
e, tve c&n expect a rise in interest rates: this process
eady begrrn in the United States.
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,fhe dramatic shifts in fuel prices and in exchange
rates had offsetting effects on economic growth in the
industrial countriei. Consequently, 6ross national product
in the industrial. countries as a group gre\'/ by on15r 2.4 percent
last year, compared to a 3 percent rise in 1985- The
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Hf , lipclrltel','.i(:olloij.ics o'f Sub-S;rl:erar' Aft'j'r:a, with
the g;;"..9iri,ictr' of 12i.1 exp(.)r'1.ing cottlltrics, irenelitt<:d f rcm

ioruoi'' oil pl'ices trncl r.:xfr;r:rtlcc! t:::rdc; grorving by 4 Per.cettt l.ltst
i,onr,, ilr' rinpi'QYorncntlIii,r,r 3'tr, of 19u5. Ort &verage, P€r ca1;ita
lirib'h".1 ,,Jib trv nlrno6t orlc ;;ct:cctrt, the fj-rst suclt major
jrnlrrovcn:e1l, i.tr'lt jire yciL).'s, Af ticirtt j.nf 1:rtion abated sotnewltat
;;;A:'et f, t)orc()nt inlt ye:rr was bel,orv the ler,,els iu llurope
iiiiir'lni; ir h,ncr.i ,:!r, Srrb-srrharan Afrj.car s exports exl>attded

ily g frel'cent,'nnct'flespite e LZ percent clecline in the ternts of
ii,nif o. i-tror-e'lyas x 3 irercest r j.se j.n import vol.ume, the
'iii-ut'Fuc.tt gein sll)ee' 1980' Urtf ortttn:rte1y, the . cotrditions
liret.'sirstai,["a EUsh g1olilr are unlike]y to persist in 7987.
EUil=Sri,4I{yt r.,Cgpotniei A.IC itrojccteci to exlratrd at otrly
ii'tpoieeni.-ilris iear, rvlth tirtually ilo rise in per capita
ln'eemes,

The e9$sequenqes qf external debt continued to p)'ague

tlevelopinE-s;rt;tiies, In 1.986, totirl extertta"l debt rose to 168

nu*ioirt ai t.t"t erpoftS for all developing countries and

E2- ;"iAent of 
'uipoit" were requirecl to pa)' the interest and

ii;ii,eio;i; 
-Atiieirts 

debt problems receive less attetttion
'ilr;;=t'frg,re ef 

-iratj,rr 
Amgriea, probably because the do11ar amou:tts

u;e es-'inush imalia,i:l ,Sub=Srrniran countries oled about 76 billion
o6irr.i;s et tire--ena of 1p86 wliclr is only about 20 perce.t-of
illi[- Ameiiia i S' tetal, Birt pepal'ments aie becoming a seriotts
a1;&in ijn-Aii;i.eu's ressurse-s: list year, 30 pereent of export
Eii;nings i-A;a useE tq sel'vi.ce debts- In coutrast to Latj-n
ii*riA;, rvtrei'e-*out debt is frorir conunerical banks, 60 percent
iil'afi;iia's lgpg=ter- debt is oled to national and r t

' iirtei;inliqnei-eiO'ageneies, In the short-terrn, debt postponerrtent

6;"ia;giveneis"Ui, t[e"e ctenors provide the only lvav to alleviate
{iris-U[iOen , ttsitever, the ultimate solut ion to Af rica' s

e;bi UurOen lie; in funclamental struc"tural adjustment measul'es

t-O-eeeel.erErte- eee;tqn',ie development. It must, theref ore ' b€

Bolnted eut ifil-i-tire debt load cannot be lightened much uuless
trf;i;il Esuniiri;'*ie pble to reciuce their imports, especiallv
6i'ie;a nnA lneietrse therr exports' This in turn requires
{nVeett=rentg 1n h}gher pl'aductivity sectors, particularly

' egrleulture e!!d industrY.
One engourilg:.ng observation to be macle in this respect

i.a that eieditar Lsintiies itave been easing th9 terms of
if6fli're:sqltecluling for eountries seeking relief tlrrough th9
Perls el=ub, i\'hi16 this is to be applauded, it must be emphasized

t[nt 1v&],8 need tA-be elevel.opecl to ibtieve debt burdens for
iiios" ebuntiiee, 

- 
f it " ft:nya, which have avoided insolvency

thl'OUglt EOUI)4 tignqmie n',ritagu*ent, sotnetitnes at great socinl
aast,E r

,.

t
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this context of world economy that 
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economic performance in 1986 atrd its
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Tire subst antLc.l grorvth in GDP enabled a corresponding growth
otr ttre average incomei of Kenyans. Per capita income grew by 2 prercent .

And rvhen the benefits c:f a 12 pereent improvement of ou1' j.ntert,:,0ionru1
terrns of tta,Je is tairen into account, tltc adjusted. GDP rose by almost
10 percent and tire average per capita iltconte of i(ertyans increased lly
a1n6st. 6 percent, Ilolvcver, this ivelcome jump in incomes only conU)ellsaLes
for tlre previous yeat"s of little grorvth or decl-ine. To make a
substantial cliffeience in the vreliare of Kenyans, s€ have to extend
last yearrs achievements into thc f uturr-'- for many years ahead

Mr. Speaker,' last year \r,age employi:rcnt expanded by 4

and on a\terege wages lvere higlrer, increasing by 3 percent
Consumex priie.s.' Since 1980, lvage'empl.oyment has been gr
3.3 purC.nt a )'ear. Rut when informai or micru-e.terpris
worklls al'e in-clucted, jobs have expanclccl by o'.'ei' 4 percell
since 1980, sufficient to acsommociate the liew entrant.s to
force. I'lr. Speaker, this empltasizes both the importance
micro-enterprises sector in our Cevelopntent p1-ans ?t d the
5dUs f aster'rvith rising productivity 1n larger scalb fgrtn
e.trterprises

(1) Income and Em 1o metrt

1980. Good weather was the third factor
e resul.t lvas tlte greatcst expatrsion of l(cttyars
ce 7978, a grorvth rate of 5.7 percent.

percent,
rnore than

or';ing at
e ser:tot'
t a year
the l-abour

of thc-
need to create

zr1 sector

(ir)
!,tr .. Spealrer,Llnvesto::s t cpnfidence reboun<led vd.th the eeononry. ' In'L986,.

real giois fixed investment rose over 13 percent, follorving a'

sirnillr rise in 1985. Over B0 perc.ent of the increase itl investmettt
leas clue to private sector efforts. ll'hen increase in stor:l<s is included,
Kenya investea 25% oi gl:oss clome.stic produc.t which is above average
for- countries vyith similar incom',:s. Iivett more intpressive was ouf

I . r^-^^4 i ^ ^^.'.i -^^ h.' hzrrroahn I rle 1'l l.mssavlngs eirort last year: domest.; c savings by hcttt'seho1ds, f irms
And governrnent was efiuiva.lent to i,3% of GOP, a qttantum jtrnrp over the
saviilgs rates in l.ecent yeai's. ltevised estimatcs show tlrat over the
past four years, tltrguglr stab L|iz,ation, drought and now recovery,
.itety, has lreer, investing at all average rate of 22 pergent.of il"
grois clomestic procluct, and financing 85 percent of that ittvestment
fhrough clornestic savj.ngs. A1t[oug[ we couta do more, lve are already
Savil[ ancl investing ettough to generate grorvth rates of 5 to 6 percetrt
over the lopg run; [uur"u"r,'we have not [ro.vn tltat fast itr the last
deca6e, primari.ly becaus;e our invcstmenti ltave not been productive
errough. 'At seveial ltoirrts in toclay's slreech.I rvil1 outlitre polj'cies
lntendecl bo'Uh to increase investrncnt and to improve its productivj'ty'
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'(i.1i) I6il c.uJ l,til'r., I'l :r.trtt I gi]-rtll,u:r-!-t: ! i :: l,:-u' :'12 il-il i! Ll !- St:r'v icas:

' AgriCuItr.ll'o , tiic tna j lt t:ir11j.t,{: 6lf ollr oCo)lollt}' , [11'clv ll5' :t ittlcrs t
b !)cr-r;...,I l:1.;i y",tr, In:tj.n]y t.rt '1-L 1115rt'l i, t'r'[ gooul tit-':tt5<':r r'ilj-cit
lre).11c<l fartn<;r.; i, ltat'vc:;U ir,, C::(:i-'1:t:ir>ttlrlJ-y fi<:otl tt\iL1'Z'e e'l'oi" ztiit!

ir,r.1;5 cof f cc ilr.i-c.cs. 'fhe f irLttt.t'i; L, joyt:tl :tn itilir''t>r'L'rilcnt irl 'LIrcir

tr:rrrr,.-; 9f l,r:rclc, [ts tili: p:: j.ccs tl:c:5' reo()i '''ed f or l"ltei-t: pr:ot-lttcc

incr.-c:lrsc<l 5 ,ci'c.c't f asi cr t!tnlr t.ire priccsj 1:ircy Jr:t 
j cl for i'trllttts

hncl (:()r)t;t)tller 1'',<-roclS . l,lilntri actU:: j r: g valrt': ;rciclt:cl e;<i-rLtttdcci by altncr;t

6 per,.c:ent ip j.gsc , rvhi 1.r: lllttos t; 4 ;ie::ccitt rio]'c jobs \\'cl:c c::eated

in tir j.r; sector . Coiil;t::rtc1. iotr cr:;i 1.i.trucci to reCovcl' f rom j'ts
depi.e.s;scd corrcl.j t;-i.on r IiIO\,,,i1)tI by 3,7 pe:'cetlt at:cl acirling 11 llc:r:cent
tO j.t.s rvorli f orce. 

' 
Val.tre aaa.h itl el)eIg)/ pl'octuc:t ion , st intr"rlated

by 10\1,c1. oil 1--,r-iccs, 1'OSe Iry 7.5 i)ercent laSt year' sptrrr-cd by

gener:tl prosl;Lritv aticl 'd gooO tcliist yelr, ti'adc, restaurant
ancl hotel serv j ces enjoye,i the f trstest g;r'olrtli 9I over B percettt '

In fact the nrrrn'l-rr?r of visj.';ors gletv bV "lmost 
\4.percen[, clespI-te

the ad.ver.se pirrricity r';hich'at. iimes evoleci the Aids Scarc'

( iv) llonev ancl Prices
!,{r. Spea.ker , Governtnent ' S f iscal. peri i::'mance' in the yeRI uuCer

feflects'both ttre su1'ge itr out' ecollolny irl)d the. imilact 9f oui'

dr:r,elopment pof icies.- Based oll our ntoi;t recent daca, revellues
will Iave iltcreascd by 22 percent over 1985/BO in currelll' prices'
Ordinary revenue tSus u,1,.,,,.i. 24 i.-ercent of GDP -- r'r5ic'h 1s i lre
long-'uerm target sugges'i.ecl in tire Sessiottal .Paper" Prinrarjl;' aS

a conseqliu,r".-of ceilaiir utlavoiclal.,le expel)cliturcs v5ic5 I rui1l
e>;plrrin later, expet'ltlitures . to, 1986 /87, a's (:uI-rently proiectecl'
are mo1'e than llO% higirel' than tliose of iOSl; /SC: - ]'he result:rttt
deficit is Pr.ojected t.o be arortn<l 5 percent of GDp' Def j'cits

Of thls magnj.tirAe do exe11. inf ]atiotrar5' p,'essul'e's on ttre economy

ancl divert valrrable resources flom the- piivate sec.1:or rvirose

investrnent is critical for sustrrinable gro,"th. &8, holevel',
convi,ccci that s/e can "tiff-rlerluce 

the ief icit dot"'n to a' sustaiua
level. '

Tltemoneysupplye;<pandedbyathircllastyearfarinexcess
of the 15 p"i."r,i^ ri=u in nominal gross dornestj-c PI9,1":1--..^..1t:
.faCtors conttiU.rt"O to t!ris phenor:re:1oll' lJalf of tltj's exl)allslon

Ir/aS causecl by the treecl to f iirance Governmet:tts clef icit through
the 'be-nliing system. Net cieciit 'to the private sector e>lpatrded

by 17 lr"r"uni''-- thus frefpius to fuel- tire recoyery of private

to the rnoney supply. Ilorvever, ntOst Of tile ba-lance of tlre
money supply grorvth resul-ted from the inc'rease in forejgn
reser'es, rvirich in 'Lurn are cltte largely to t5e fav.ttrable s5j'Its
ln coffee and PetroJ-eum Prices

revIeF,'

ble

t
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rTrIE ldrllrsrrn ron Fuintcn (uo.):
' Dcs;pite the economyrs cxpalrs j-ori 'anci tlle lat g.. growth i1 the Imoney sup1rly, lnf lal;ion feII to :rborrt 5 perccnt in rcs6, tl)c- I
J-t-rllest rate b3r f er in the past r3 ycir.):s. [3ut even wittrorrt the drt>1: iin oi1 pt'ices, the- undcrlyir:6; r'iiLe of infiatjorr rvoulcl sLj.L1 h:rvr: 0

been arortltd B percr'-t'tt:, a sulrstanti.lrl improvcrncnt over pt.eviolsyears. llesults for the first four ntonths <lf 1987 sugger;t tlrat
collsumer Prices have risen close to 3 percent srince Decernber,
wltich wottl.ci yicld an :lnflrttion rate ju.st over l-0 percent fortlte entire year. A crucial. task for fiscal and monetary policyls, thereforc, to prcvettt 'bhc- one-third j-ncrease in the n,oney
supply of 19t86 causing a r:rpid. rise in inflation in lg8z

(v) Trade and Pa yn'r_'n t S
Mr. Spcal<e

export front. The
34 percent higl:er
in:luding mauufact
volume, r,,'i:i1e beve
But such grorvth sh
poor years, rvhich
We hope, horvever, t

.trends

r', colfee ivas not the only good nevs on the
val.tre of fresh horticultural exports tvas

in 1986 than 1985. Non-tradi tional exports
ured goods, grew by almost 30 perc.ent in
rage anci tobar:eo exports gre*' b1, 47 percent.
ould be vierved within the conte..:t of previous
has since 1984 been under 5 percent a year.
hat the 1986 recovery represents the future

Imports also grel at rates unprecedented in the recentpast. The most encouraging incii<:rrtor of the true buoyancy ofthe economy is private sector irr:i:.t;r.ts, whicir expanded by o'rer
10 pereent last year; r,;Jth input.s; to industr5r giorving bi
around 25 percent. Rut this rob'.rs;t recovery needs to b; putin the ccntext of ihc.poo.r perforrrr:,.rrce in rbss. Taking tire
two years 11rg€ther, the quantlty of lndustrlal input j-mports
grew by just u:der 8 percent a year.

'IYhen performance of the servir:cs sec:tor is included, t.hecurrent account.deficit felI from KL't'; million in 19Bs to Kissmillion last year. capitar rnol,ements, l;otrr long-term and
tihort-term, rose from the depressed r.evels of :.bas when- anoverall outflorv of KE22 rnillion rvas record.ed to an inflorv of
Kc11l milliou in 1.986. The net elfect was a rise in the overall
balance from a deficit of Kcg4 milrion iu lggs to a surplusof KC73 million last year. Our foreign e>rchange reserves stoodat an equivarent of K9343 million at the end of 1.9g6.

(b) Outlool< for the Future
r Mr. Speaker, I have already appraised th,: ,[ouse on theperformance of the economy last year. we shoulci ;;r.ri,, p&us€ torefl-ect rvhat the imrnecliate future hoLds for us. ilct:ya's ecc)llomic

Pl'ospects for 7987 are pronrising des;pite some ncgative factors.
Coffee prices are already belorv the -li.r.'eIs of 1985.' Second,. petroleum pri-ces are likely to be hi:.:;.:1. this year btrt rvilr

, Pfobably stabilize at around $18 a b .. r1. Third, &Dy rebouncl in
/ the prices of other primary commoclj i-: ,. particularly- t.ea, wilI
1 l9t be dramatic. I'ourth, last ye:r:'':; : :tpicl nrc:rey grorvth mearls
' that monetary atrd fiscal policv c:.:rot be expansioriary t5isyear, especially gi.ven the 1ates1. :.ccelc'ration of inf lation thatI rernxrkcd on earlier. .

Firs;t,

I
t
Ia

At the same time, there are signs ilrat lve ean
grorvth rate of over 5 percent this year. Last yearrs
iuvestment has created nelv capacity that shourd soon
morc goods and servj.ces. The 27'percent exParrsion of
over the last two years, rnuch of i.t private, Ieaves me

sust ai.n a
surge in

produce
invcstment
hopre f uI
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'' irg t4rl{rsruir ron rniiutcn (ctn.): I 1

4hat investor*.; vrill provicle & ilcw st j.mttltt's; t'o 1orr11-tr:rtrt grovttlt'

Iral.rncr.s 5rr'e s;5orv, r,r,,n,*ii,iu,,,, r.s; j..l ience :tuii cncrtiy s j'ttce tht: drought

e>i 1g[-t4. 'l,lrcsr: rltctot." 
- 
,,i,r1:) c4 r,;i.th rcaso)) *bre r:ri trs so f al' tllls

_ year; slrouid turtt itt ant>thc':i )Icirr of sati l;f aclory grotvtlt'

l,{a.,rrf acturi,g s}r<;ws si.gns Of ic;iuvenr.tiorr, wiri)-c scrv j'1;r':r) suoh aS

tracle ancl fittalrce are 
"rp,.,,,tin11 

1:rsl'c'r tltatr cDp' rinall'y' :rt:d

cruci.ally, re<:ertt proie"ii ons strglJcst that ttort-tt'iudit j'onaI cx,orts
can 

"on,i-,on.="1" 
for^ gtc clr:c.l.i,c iir cof fce ,ci/eliucf-;' YIe slrottl'ct '

therc:fore, bc al-rIe to "oni.i,rro 
tntrking ioreign. excltatrlle available for

- lmpol'ts at rates hi;h c'irougtl to s;usiai'tt another 5 to 6 perccnt
expzrnsion of our. econonly rvlt5out ,*nrri,rg itlto f ina,cing dif f iculties'

In
endorsement
produce ?L ro
next ttreJ-ve

POLI CY fRAl,lETiOIlK

'(a) FiscaI Policies
Mr. SPeaker, &s

we s'hou1d alvaYs aim at a'

reasolls: First, a lorver
Seconcl, it reduces inflat
f iscal- perf orlnance this Y

and the imPae.t of our dev
defj.cit was Proiected at
is uot'r estimated at aroun
aevefopment was ociasione
our control.

t, careful macro-economlc nltnagement and an

he private "u"ior'" 
conf iclence can be combined

frui respoilsible expausiotr of the eeonomy over
ig lrteen months

to
the

slror
oft
bus l,

toc

Mr.Speaker,tlreeconomiceonditj.otlsjustdescribedsetthe
stage for t'e iormulatiori oi-ttr" por;.cy framerv6rk.for the l9B7 l88 Bttdget

whose tireme is ,,sustaining-""o,,o,ni" gr6wtn rvitrr f inancial sl'ability"'
The fj-rst priority is to ensure a "oniinuation 

of the healthy grorvtlt

\r,e experienced fast year. Equally.important is !h" focus on

financial stability, that i;, sound ,ri.nug"'ent--of the b*dget' the

money suitply- anct tL; ba.lance of payments. In Ken5'2ts 
'resentcircr:mstances, there is no-"ontrici betv;een the siro''t-term goal of

f inancial stabi.li.ty anc the long-term goal of econoniic grorvth:

gror,;th can neither be attaineC rror susia1nec1 srithout f iscal' and

'monetary stE-bi-1ity. -By 
j;ai"io,,=- short-term measur:es inf la'tion

will be.curta:i-1ecl,, ioruli*",,t rvi11 b; attracteci and funded' while

our debts *ili-u"'maintained. at rnanageable Ie"eIs.

I

I have consistently empltar' )zed in the past'
sustainable budgetary cleiicit for tv;o

aeiicitt protects-balance of paynlents'
lonary pl'essure irr the economy' Government's
ear rLtiects both the surge in- our economy

;i;r;;ni poricies. Altlrough- this. vear's
a:5^fur."nt of GDP, t!9.finaI outturn
a S ^percent of GDP: This unfortuuate
i iv'tir;;; factors which vere beYond 

I

: I.irst, the burnper haryest oi 'aBO reqtllred the National

Cereals and ploctuce noai'O-to pulchase^an<l stofe record'amoutrts

of grais. sio"t" of *rr-ru-r-Iacnea 12 rniltion bags, the 5igSest

1evel in our history, urol[n-", ieea in" nat'ion for.a year in the

worst of droug5ts,' This i; a nrajor achievenent' for rvhiclt our

energetic tariuers are to ;; "o**6nded. 
It is, ancl remains'

Governmentpolicytopayfarmcrsprolnptlyfol.thciroutput.To
do *ri.s in the face of & recorcl trirrr"ui-i'cquired r,easury to provi'r]e

& total of XiiZO miLliol i"-Nbpn, vihich is KC90 mi1lion ove':

our origi-naI e.stitnates'
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. Scconcl, v/e all;o j.ncurrcd c>rtraorctinary expetrditttres 1n
jducation. The dcvelopmctrt of I(enya rests.oli the creation of a
J i1:erate attd skillccl rvork f ot'ce, and ollr Iro.l j-eies, lrout prinrary
throug[ Unirrersity 1e'.,e1s, !'*!').'.:<:1" t'lt-i s;. T,r.lst ye,ti, 1t lvas
clecidcd tha t , i:r f a j.rness 1.o t-lrose studen i;s rvhose t:ttt.ran(:e to
unJ.versity l:as becn dei:rycd, tltc tirree ultivel'.S j. Lies should
double thcir intr he next ye3]: and elinrittatc 1"lte three-year
backJ.og of deferred a<ltniss j.otts. This, togetlter wltI t,h<+

implemelrta'Lion or' the 8-4-4 system, treoessit:itcd an increase
in expenditure

The thircl extraordina::y outLay vras a consequence of Kenyats
commitment to the nations of Africa to host the Fourth All Aft'lca
Games. hlr, Spealier, it is a soulce of natiottal pride that we
are able to do so. However, the construction of fer.cilities for
the gam{is necessitated sub.:tantial additional outlays.

Wjthout these dema.nds on the Treasury, {.he deficj.t would
have been only 3.5 percent of GDP, precisely the target 1evel
I set last year. Tltis demonstrates the soundness of our fiscal
policy. Net,ertheless, there j-s need to put our f iscal policy
back on track imnediately. If we delay, we will be forced to
.take tnuch more drastic actions later, anrl that wottld hamper
economic grotvth. I, therefore, intend to reduce the buclgetary
defj.eit frorn its current estiniated 1evel of 5 perceut of GDp
this f iscal year t.o a more sustainahle level of 4 peIC€rrt in
Le87 l88
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ve this def icit 1errel, the govertrment has been f orced
ificant cuts in previously planned expenditures.
itures in the 1987/8S Budget rvi11 remain virtually
real terms from the estimated outturn for this
this is a Budget devoted tc stabilization and growth,

as to ensure that its limited expenditures are
o the most productive j-nvestments and most efficient
he key to this reorganizatiorr of public expenditures
tionalization. Budget rationalization is a long and
ess in wbich Ministries are being aslced to approach
s and expenditures in a new way. Lower priority
1 be postponed or d.ropped so tha.t funds can be
on the early completion of high productivity

lncluding reliabilitation. In addition, w€ vri11
sufficie,t funds to ccver the necessar]' recurrent
are allocated to operate and maintain existing

nd newly completed projects. .:
I

!.'r. Speaker, expenditures. Yhlch ''I have just di.scussed,
are only one aspect of the budget equation.. The other most
important aspect is revenue generation. Efforts wiIl, therefore'
'-tinue to be nrade to restructure our .taxa-tion systetir uo

lmprove its administration and c.oltection, and also to make
revenue more responsive to increases in incomes. For the time
being I would like to turn to financing of the deficit, monetary
policy and development of fiu:rnciaL markets.

(b) Financing the Def icit Public I)ebt lvlanar:ement

Mr. Speaker, we have learned during the past few years that
the various s,ays of deficit financing have i.mportant sonsequences
for the flnancial stability of the economy. It is, therefore,
lmportant that del.rt managemetlt policy is developed_ lnto a more
active tool of our overall economle. derrelopment poIi.cy.

I
I
0

I
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TIr0 ilmrsTrrn ron FU{^Ncrr. (cro. ):
It w.rs in recognit.ton of thi.s f:rct.th:tt, last ycar, t{c

introdue.ccl tr,;o Dew llovcLnrnent: rlc.l.rt ittstr.'urnorr1.s, narrlcly, 'fr.castrry
bonds u' j.tlr cnaturiticr; of 2 nrrC 5 ycrrs lc'spectiv<:i.y. 'l he
J r. t.cntic>rr \r,ir s to a1;trir.ct rlrc(ii urr tu ioirl;- l,et'rrr f ttticis f r'om eutsicle
tlrc banl'.i.irg .sy:rtcm, 1.e. f roli lron-itrf lationary sources, and so
cont;Lin tlre glorvth . 

j.n rno!)cy suplr).y.

Due to varlotts ci.r:curnstanc.es, J.ne.luding tlie f lnanc j.aI
urrccrtairrties cxpcrieric.crl by lr f cw f itratrcial institutions 1n
the mi<ldle of thc year and tlre r.'cpercussjons of this on nrarket
conf.idcr)ce, \\'e r:/cJ:e rrot su.ccessf ul lir directing; our borroiving
operations toruards tlre tton-bank sector. Instead we were forced
to rely hea.viJy on borlorvj.ng from the Central Bank and fronr
gonunerciaJ. ban l<s

Now; fortunate).y, conf idene.e in the f .tnancizrl marlret.s has
been restored and I have decided to resurne the sale of Trea.sur5,
bonds. These bonds will be offered at regular intervals, tvitlr
maturities of six months, one year, trvo years, and f ive years.
This sliould attract investors rvith differing liquidity neecls.
The interest rate, or effective yie1d, on the bonds will be
deterrnined through an aucti-on.system to ensure that the return
cin the bonds is -ompetitive.

( c) no_;iel a{y-_LgligX

A.rr -. I j.. c.u7
t

l,lr. Speaher, this noyr leads me to the interest rate
rturing the last five years, i.nterest rates in Kenya have
higher tiran the rate of inf lation. Iu other worcls we ha

c

b
ve

h

(i

as

they

had positj.ve real interest rates over this peiiod. T'his
been ard renr-ii:s a deliberate policy. Posit'i-ve real rates
encourage ti:e florv of savings into' the Lrairlrjng system, &D

tructure:
een

screen out the use of these savings in utrploductive investments.

Uaxi.mugr lending rates and minimum saving rates have been kept
unchangecl, in nominal terms; over the past year. In real terms,

'this has meaut that some interest rates, particularly the tnaximum
lending rate of 19 per:cent for non-banl< f inancial. jnstitutjons
(NBFI) has been very high indeed. That remains true today, even
though the forecast rate of inflation is somelhat higher than
last year. Although I am arvare of the reasons behincl the
differential in rates pertaining to banlis and financial in.stitutions,
I stil1 consider t9o,o to be on the hlgl:er side. I have, tlieref ore,
decided to loler the )ending rate of NBFIs from 19 to 18 percent
rvith effect fro.,r toda1,. The other interest rates remain unchanged.
This move can also be seen as one step ln gradual 

^-r,.)ccss 
of aligning

the interest rat'e structure of NBFI with that of commercial banl<s
an alignment that wo shall be rvorl'.i.ng on i.n the future. The
cash ratio of 6 percent introduced l-ast yerr w111 be tnaitrtaitrcd and
reviewed if the nced arlsesr '

Taking lnto account the f j.scal and monetary polj.cies I have
discussecl, as well as the ltrojected balauce of pa),ments, ';he grolth
in money supply ovcr f i.sca1 year 1987/BB wiIl be collsiderab).y
curtai f ia. - 

Look i ng at' the pro j ectecl balance of paymetrts pos i t ion ,

there are no major externel inf lorvs expected. Tlrerefore, totol
domestic credit rvilI be expeetccl to gro\t,at about tlte same pace
as the rnoney supply. .

(d) Irinltnci lrl I{arket Dcvel.onrne nt
l,tr. Spcalicr, Kcnl,n l:as; a well developed flnattclal. s;ystem rvltl:

a. large varlety nnd nunrbci'of benks ancl fi.nnncial. ltrstlttttlotrs.
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stoppcd to talie a. eorlprelrc.,n-sive loo
ef f iclt:ncy of the systern as R wlro.l.r:
internal dynarnics and its inLcr.rcti

TltE l{n{rli?Bn Ion li'niA}{cE (crt.):
glade to.attein cllfferent polic

There is, tireref orc,' an ui'Jlcrrt ner:d
Drore l.csporl:; ive to. the ecc.rr:otilyt s ne
efficient mccltanisms for ti'a"lrsforrni
producti-ve lnvestrnent.
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bJectives, v/e have neit,hcr
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Last year, I made public a Joint stucly of the financlal
sector ty ttre"Cenirat Ba,k of l(enya and t5e International Tittance

corporatlon. In l.ine with the theme of thls Budget, I have

appclintecl a" coorciinating committee, involving prlmarily tlte
Treasury, th,: flfi.ni*try .t-iirrning lnd National development and

the central Bank, to prepal'e all implernentatl'on programrne of
reforms required in ttre. money ang tapita1 markets' The committee
has alreacly starterl consttfii"g with iepresentatilugs from the private
sector rvirere the expertise-orr"**ny of th""" ques1iorrs can be found'

The conmittee will subrnit lts report uld recoffinendations
to me soon "na 

I expect that a Capital Market Developrnent
Authority, to oversie the process of financial market reform'
will be established in the coul.se of the coming fiscal year'

( e ) Mana ement of the Balance of Pa ments
r. eaker, wou d nol ike o turu to payment with

regard.to tbe rest of the rvorld. The substantial surPlus in
the balance of payments in 1986 a.l.lowed us to raise imPorts much

to accumulate reserves, and
more rap
to make a' larg

idly tban ia earlier Year
e repaYment on otrr'

s,
debt to the International MonetarY

Fund. lYe caDnof count on being as fortunate in the Year ahead'

Taking into account the substantial debt repay ments that we are

scheduled to mal<e over the next four Years, there ls a. need

to work on the balance of PaYments to keeP reserves at
accep table levels and make us less vulnerable to short-term
lnternational Iluctuati-ons.

I

.Althoughrvecouldimproveourshortrunbalanceof
payments by tiEtter.control bt imports, this c-learIy would

conflict rvitb the alm of ia"tu" giowth. There{o"9t we opt for
economic policies which exfana-elports, while in the short to
medium term uslng inexpen"i.ru ballnce of payments-support from

bilateral nna ,ritilatbrai-s^'''r'n'es. This-wi11 a1low a healthy
growth in imports, thus enabling t,ls to attain our output,
income and employment trtgii".-"Sin"" these sources of funds

&re inexpensive,using t -i wi.ll only ralse our external debt

burden marglnally. In adOlilon to ihese measures, we wt11

contlnue to manage the "*.tung" 
rate^?.tlvely ang flexibly' for

it is t.he si.ngle most po*uri"i and efflclent lnstrument both
to promote exfi"rts and to protcct dornestic lndustry'
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, TitU l,iiji.tlj,t,i:t.ti 1;.p;i l,.l-tli.):Cri (C,fl. ): ,

/ittotltttr c'ictttr.rtrt i lr t f r>)",v;rt'rl-).<ioii.i.rr1y itirti ['.1'orvl:ir-or..tcptcci
si:r';t1.c;-,5, j.t,; tltc 1it'ltr-!tr;r.l .l j!;,-:tlr..;. j::irt j.cn ,.:.[ "t.lrc ilirl;cl:.1: r.(fl]j.t1c.
[.I.titotll:lt :i l-ll1t.'i.tl tii,';ilr;i11]. 1-r irll c;i. .i.il)r)()rt ill'oi..t:cl. jorr ir; ,,c-,t ir_.lrs i.ll.ie,
OllI' lritn j.:; 1.ti :,;.i inli). j i'1, t:.rrrl i;r'arliiaJ .l! lowei' 1i,11.,t,]'t l_rlrlrtcr.s, s;o
tirri; oLll' -inrltr;;11'5,, t.ir-.'ori1,;lr ti.)ccl;s: to clrc..rytcr i_lrptrt:r; [rnd cr,1,,rrrttr.c
tcr ittcrcll:;c<1 ootrlJr('1..i i.-i-ori, r',j--ii Ir{rvt-- jnc;c.uIivcl; l,o l.rcc<lmc nirJ;:c
C;f f ic:i.cttt, 1.1)crt'lr'r, l)l'()\, j r, ili1, ('.1'r.i,lrer p;oor-ls,- tcl clontr:..stir: ootls-;1t1erS
wh j.1c cttal-l1j n1; tircsc tvi Ll: ui^l)oi'L 1>otcut ial l,o tarJie lr,-lvirl{;ar11c oI
i.1;.

(f) Sec.1.c'r'a .l- Pol. i c.i.r:s

'l'lr. Slrr:al',er, I havc a1.r,,..;trj5, dealt lrj.tlr our fj:.;e.a1, mcnetary
ancl )r:r.ialrr:c ,:i.' i;:lyn,u;t.s 1-,oI-tci es;. /rlthoirgh thcsc l.rolicies
ov()]:\','L(=1) rni l. i;1.5, gttirlr,' 1;he o'.r.:r'at .l- ilrcrvth of thc ecc.rrro;nv , I sl.ra11
tociay $o oul; o1' tr:.rrlitjon anri tr:'icfly attemlrt to ar.ticulato our
pllicies <-rn tlte grouuci, that, is, oil thc rnzLjor-' sector.s of o,.lr:
ecoilori]y ivhc'r'e ectual ecorrcmj.c ac'tirrities do taile yil ir"ce. Ao- i;he
Scssiorra I Pa1;er lriL*s inciicatcci, econori)ic gr'orvth j s the core of
oull (lcVcJ-olrincnt pol.Lc:t, in oi'dcr' 'Lu' creat.e .:;uIf -tc j.ent jobs;
improve income distribution; and satisfy our basi.c neecls. Rapi.d

.econoln j.c gr'ovth and crlui tnb.'l e incor;:e di.stlibutiort rviIl be
gencrated b5, incr"easerl proiiuc'tj.r,ity in ag::icultule; a strategy
of lttrzri- tii'ban balancc; end e cl1,na-mic and re-strtictuied
ma.nttfa-c'cut'-itrg see.to::- I shai-'l- deal vith each of these sectors
itr ttr.r'n

(r) Af::: j culture

I

Agricuf i;rrra)- grovrth is ccltl-:':r.l- tc ou:: long-tei':n strategy.
At prescn t, it irroduce.s a.lnrost 30 pere.ent. o r g)'oss clornest j-c
product, cinploying ovor half t.iie lai:our forc.e, ancl suppl)'1r:g
over three-qttartcrs ci I(eny3' s e>lport eii"i,ings vrl:il,e er:abling
the nation to effectivelr' feed j.tr;e1f. 're pl:osperjty of our
rural areas, and hence the equity of incr;rie d.i-st::ii>u1:jon in
Ken5,a, also ciepencis or) a productive agricul-tur.'e as do the
prospc:rity of the traditional and the er::erging urban centres.

The major' -1-ong-terrn investment programine for agriculture
lncl,ude the expa-nsion of t.ca and cof fee production for exportl
wider adopt.ion of irnproved pt'act:ic.es in gro'x'ing fooci crops;
ltrtensif ied research on ne\,/ maize varicties and i-rnproved ciairS'
product.ion. Lrrst year, Krln5,a sigueci a creciit agrcenrent with the
Intertiational Develogrment Association rvirich ltroviclcs I(960
million over tv,';: years to -su1.rpor:t such initi.atives. Treasury
ha.s accorciittgly r:aised the buclget ceiling tc acconmrodate
these funds as a recognition o{ agriculturc's priority in our

Gorrernment has 3g[-i-ve1}r u.sed prle.e policy to c!]C.ortr&ge farm
procluctj.o,1 p:rrti.cularly by r:risl ng lrroductiviLy. l':'j.ces .llor
grains, rnil)< ai:d othc-'r foccl.s havc l-lccn sct a1; ]evc,'s that al'e
attractive to fatnrers. Liust ),ear', \r,e rdlaxcci cor)trols ove]'
fert j l.izer prlccs out:;:.de the lna j-tr c.entrcs to enc.oulirge tt'a.clers
to ma.Jie f erti 1j.z:,r:r ;rva j -'l.nl-rl c to srnaII-.sca"1e f armer.s. 'I'his ),earfertil.izer pricc.s l:ave becu reciuccd in thc rnain centres as weIl..
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(ri) Rural Urhr:.n Dalance

I

_Mr, -speaker, Kcnya need.s more dynamlc smaII towns tocomplament the 61::owth of agricultrrre. Agrj.cultural deveiopmentdepe;.;fs on active marliet centres that provicie farmers withprod,ction iniruts and prof itablc. outleis for th;,produe.e ofthe j'r f arms and pastures. Increaslng agricultrrrui productivitystiurulates the growth of such ccntrel. In ttrrn, these emerglngtowns provide numel'ous em:loyment opportunities for our grorvingl;tbour f orce. This :relationirri.p betiveen agriculture ancl. marketcentres lies at the heirrt of the rural-urbin strategy articulatedin tire Sessj.onal. paper.

rn order to stimulate the growth of market centres thegovernment has introduced the Rural Tracle and procluction CentreProgramme. The central objeetive of this p"og.ur*u is toconcentrate scarce resources for urban infiaslructure in selectedsma11 toivns so as to support a growirrg ag:leultural sector anclbring into beari.ng the tipacit;,-of tn6ir-ninterlancls. If this isacbieved, it will stlrnulate the emergence .of productive er,:pioym"rtgenerating activities. The Rural triAe and pioduction Centres(n.T.P:C. ), a1'e smal1 towns that pt'oeess ancl market output f romfarms in the area; offer servicel and supply j-nputs to farmers.'and create jobs for part-time farmers ancl tuir-tio,u-r,r"ui-;;;;;;".
In support of this objective, the Government is establlshinga new fund that will finance essential packages of investmentsin desi-gnated Rural Trade and Proiluction Cenires. This fund,entitled the ,District Development Fund" will be operationalwith effect from-_1st Ju1y, this year. Managea uy-ine Minisiryof Planning and National Development, the DDF rvill work wiilrinDistrict Focus to channel funcls from interested aid donors

llto roads, r,'ater and power supplies and other lnfrastructure
!l"t supl:orts lhu growtb of private smal1 industry and services.The DDI- is designed to respond rapidly and flexibiy toinitiatives frnm the District Oevllopment Committels, and ean ..f inance l-loth development and recurrent expenditures. The
DDF will concentrate on centres where the potentiaJ- for rapi6growth i.--- become a major force in stimulating rural privaieactivity and thus promote rural-urban balancel

t
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TIIE ITIDIISTTIR I,oIi FD:.Al;Cii (cfn.);
(ir-i)
l'{r. [i1rc,r

DxcelIenc.y tlre
exi)rursion of j
thc i-rrfolm:tI s
entergrris;e:; pr'
efficietrt locir
with ver:y l-rtt
cover tlreir ua
exchange; usua
prov.i.dc ttreir
of futrrre eirtr

To promot.e the expansio
to _fi.nd l','ays of rea.clring these
indcpendent, entrepreneurial s
The Distrj.ct Develoltment Fund
to promote small firrns in the
pieces of inf rastructure. f rr
His Excellency the Ple.sident,
to incorporate within the Dj.st
finance for the constmction o
kali artisans and workshops io

industries is neces.sary
base; create jobs at .hig
and generate indigenous
From Independence until
by 9 percent a yea:'. Bu
manufacturing expanded b
1986 there was a revival

Incirtstrral. Il9 l, i i,i:
ir.ltt:l', ir:; ii j..l liorr,.lrrrlLbJ.c iir.rtrrl:r.:rl; are &ware, IIl.s

P:'cr; j.tlcrrt ir;rsj ta)tr-'n tlre Lead irr suppor.t i rrg ilre
u:r. ll:rl'i. intlusi.r.'jcs ano. the nricro-cntcrprises of
ector 1n [Ic,'trirx-.1. 'Ihes-;e vcry .smaIl-scalc
ovide ine.';1;r:nsivc goods to c.orisumcrs through
1 nrar:hr.:ting clrarrnels; crea-te large nuntbers of jobs
1e ca;;i-tal.; rcly primarily on fami).y savings to
liit:r). reqnirements; requi;e very littIe f oreign
lly rrtillse al)j)r'opriatc technologies and often
own .siii.]-I training; and are an importaut source
epreneurs.

turning now to medium and large-scaIe marirrfacturing
irrdustries, it must be emphasjzed. that rapicl gro'vth of these

n of ju.a lrali enterprises we have
lirms without cornprornising the

pirit that makes them effective.
can becon,e a porverful instrument
rural cent.res by creating crucj.al-
support of the efforts by
I propose in next yearr s buciget
rict DeveJ-opnrent Fund concel>i;,
f Nyayo sheds to acconunodate jua
cated in appropriate rural centres.

xpand and ciiversify Ke:ri'ars e;*port
d rising prodlrctivity; r.-nd att;:act
an managers arrd entrepi'eneurs.
, value aclrled in nran'tfacturing grew
r the fo1)orvirrg f-ive years,
ss than 4 percent annuaI1y. In
manufacturing value aclded rose by

toe
han
Keny
1980
tfo
yIe
,8S

I

about 6 percent. Our aj-m is to sustain and increa-se that
grolth over the oext several years

Gi.ven that most of our industries depend on imported
plant and raw materials, it is important that ways be found
to make thenr m.ore competitive in the export market. fn this
connection, we bave lovrered cluties on ratv materials, and
proposed the introduct-i.on of manufcturing in bond. 

:

I am pleased to be able to inform the Hon. l,{embers thatvre
bave already implemented manufacture under bond. Norv that the
mechanisirf'for sta.rting such plants has been established we look
forvard to being able to take fu1l advantage of this pollcy
to attract new a.nd diverse investments. _

tiit ";it.f . I

To speed up the approval of new lnvestments ln manufacturlttg,,
I have gazetted an internrinisterial, one-stop of f ice within tlie
Investtnetrt Promotion Ccntrc to assist those seekirrg investnrcnt
approvals. Through this office, Governrncnt will provide
resporlses to prospee.tive investors within three months of any
re.quest for any neces.c,;ary perrnissions, redJ.strations, licences
or other approvals. 'fhe IPC wilI also prepare an 'lnvestmettt polic1'
docunrent, providirrg cletailed infornration ou all policies iutd
procc:rlttresaffcctirrgittvestors,tvhicltw11IbervidcJ.ydistributecl,

.1within Kenya atrd abload. .



t
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TI[' li]]irsi'jill l]on irill/.I'luu rcl'J). ):
hll'. Ijiicr-rlicl:, I(i:nYn h

vlhose r-'.:r 1ri i,a I , 'i t:cltii<-r lol:v
sliil. l.,.; (1,in s.dtl olt()r'nt()ut;.1..V
es;pt c.:iit1.1y ()u).' ir.rr-i .i.ity r,{)

L're iindcr'1;a.l<cn in orrlcr- tc
into t.hc cottttti'Y.

Il:'rst).y, as pronri s,;r.;rl .in tl:c llt;t i]uclget , the ccnt:'a1
is no\'; Jtel.',',iit,iiti' folc j titt ittvestot's to borlotv f l'oni l-o<:a1

tCr covtri' tlie cgr; tr; o.f itnlrolt clutics ol': capi.tal r:qui-pttic:l;t '
sll.oul.cl c,l .ir'.rj na tc 'tlrc trectl {ol' t>\'€:l'tjelr.s ilivc'sjt.c>rs to f iltd
adclil.iot:it1 f o].ci-gtr cttiren(;)' to pay these dut"Lcs '

Secortcli.y, Ken1,1 has clecitled to ioin thr-' !\'lultilatel'a1
f irrresl-rnelrt (iuaran'[ire Agen<:v , antl the Attortie]/- Gcl-]ellal ' s Chii-ritbc::s

is'crtrt't;tt'L1y clrall.itlg it-,e necessary Ierg;at ittsl'r1-lllr''llts ' 'jlhis
rvill furi:her ,:eclucc tlie t'i.slis rtnrlelt.aJien Ily IL foi'e i,'l]er wishitrg
to inves-l- in l(enya

FinalJ.y, IIj s ExceJ.1cnc5, tire Presiclerl.t, itl Iris Jarnlrurl D*y
Si:r:ech i:: f bSO, irnuounce<i that the Gcverlllllel)t wcttld co!lsider
rbvisions to the Iorei.gn fn'cSttr:ent Protection Act. I hope
to lay before tl: js llous;e a sct of pi'oposed atneuclments tt'hicll
rvilI -g" fa.:: torvrrCs removilg those anontalies and barriers thzrt
lzuve 6i.usrrcl forcil:n investors to suffcr unintended penai-'l;j-es
by invest.itrg in I(c:trYa.

Thrcrrigh re-str.uctni'inJ; aiid policy chrrtr$es, Govert'ir::eiit has
clemonst:-etecl i.ts r,;iIlingr:cis a.nct :'ea tiiness to crc'llte .L f arvoural;]e
j.nVeStt;,Ctr1: Ciifrta';C. iIOr';Ct'CI', tliCSe lli'.'eS u'i';:'5 anrl ie fOfitts haVC

cost.s, 'r';5ich are i;c-r..ne clirect 1-y of irrdi::ect-Ly h-r-r, coll.-iull)el's ,

far.mcis, anci tlie Ccvernment, ihese costs call be justif jed an(l the
Gorrernn:ent can sustlrin thcs;e policies, but only if malluf actrirc::-s
responci 'r,,'j.th greater invcs tlnent in i-ndttstrl', providittg nlcl"e
empioy,,',ent, riising produc.til-it5,, Iort'eri.ng prices {o, consulners,
,rO 6xp;tnding "r,ir5rt" 

of nranuf actures. Once maltulactttrers beg-tu
to .achieve th6sc goats, Kctlya's second stage of export bascd
irrdustria.l j-zat:.,tr. rvill bc ut:'Jerrv'ay.

l,{r. spea}ier:, although I have dealt at length on 1.he need
to det,e1op a-tt export orier:tec1 grctvtir stratcgY,' I sti ll conside::
the doncsttc ,u"i,"t eqttal15' in'llorttitlt ' Hctrce there is ' thercf ore 

'
a neeri to imp::ove furfirer c,, our doll.:i;tlc trade policy to tvhich l
sha.Il. now turu.

6. NESTRIC'TIVN TNAD]] PI]ACTIC)TS AND tr{ONOPOI,IES

trtr. speaker-, lion. Ilernbel's' u,il.I recall f ronn last ]'ear's
Budgct Speech, tflat I pront:iscd to e.if ect thrce chiungcs itl 9ur
priCe control s5;s'l.em: tllc,r remov;rl of certain ncn-e'ss;ent iaI
items fronr price colttrol; thc revision of the Determittation
of costs o::cler to incluclc: iterns that are le8;ititnatc costs of
doing btt--il)ess; an<i f inall y, thc publ j cation of a ltcstr'ictive
Tracle J2r.lcticcs, Iionopol j.cL atrtl i-'iice Contlol IlilI wh j cir will
not only regr.tla.ic: pf icc control aclrnj rt jstIlrtiCn but lnost
intpO::t;rnt J.y extetttl Sur\rc: j. l.lattce to practices Eltat rcstrai n tLrr:

compct i t ive f orcr.'r'; in c)llr cconoln}' ' I [rr0 glad to rcrpor.t to t]ic-'

IIoUse thet Som(f cleven itct:ts lvere retno'lect flotn'price ctotitrol
And tltc Dcrterttt j ttirt jotl of Cr")s;ts Orcler rvaS rovisccl attd g;r"zcttccl
late }:rst year' as Promiscci.

ti.,.; l:,1,v;i:yr; t','elc.tltrnt:tl iort:ig.t i-ttl'csltors,
r iiillilltl;'.:ll:t:ltt, ltlrj tl'or'Ld-u'iclt: tnlrrl<c'1':i ttg

i; (). c)ur o\!'Jt pt'r-l'itr('.'',.i.v('l citl-,i,litf attd
r 'l\r-,'CC f u:'-i. ltc.t.' tI,,:itr.itll.'es rvil ]-L /\ i-'\./ J- L . I rl.i.

c ! i ( ior.t,r. :'. [i r-' :i. it t' l; irr-. t.' J. o rc i gti i-n Vc s tntc n t

I3auk
bartks
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TiIJt I,til]tljL'iiit Fo)i l,'-1".1itiicu (01'l.l. )r

'J'hc lie:-;1.r':i c:Livt: 'l'i'lt,-l <; i)i l.c l.i ccr;, ],!t'.'l)1-]j,':i-1.i c1 sl :i.tlr! i'licc
Cotrtt.ol fli I I 1r,i1-i 1-:)1 I ilr'l,r-t,i! t.L, tliy ll<.:l'<:i'cr 1.iit: Iic>t.t:;c dtrt'i.rti5 tiri.s
iieSSi.On niel'l.il tlts' nlosL it,r.l-,(-'l L:Lri i. r,LC,p i:l ft';,; i,,r'r:Ctiti-i lti; Otlf
traclc lrol icy . At,; Iiotl . i"ir'ntllr-'rs ll I'e :L\','ltl'(), it il; GOvcIrlln'-1 IIt
polir:y to rcduce jt.s irrl.crvLrrrLioir jtt tlir: ocol)on)), \'-i.li piLrftstaLaIs.
ns \yo prc[Trcsjri j i; t]rc i rr;])'l L.!tj.';il.tit -i()lt of [.]: is: llol icry, it rv j 11 lf c'

neccslsjir.l.v to pLi,. rllc)r(, t'rl.l j iLr!c'.(j ou J;olicy j.nstrttlitctrts to itlf lticltcc
fat.nr mill-lir.,:cm('!11; :r.rrci irrrrttts;t.r'j..tl rit:cjsi-oll;, ot) proCuc.t cltc-lioe,
invcs;trnr.lit-. anci crrrl.r),:1,ilctrt. Iiol.','evcr, as privn.te st:c:t.or a.c:Livi-ti.cs
and conittrtttt i-ty c:{ f oi't.s j Ilr.lioalic itr ScOpe [irl(i n']allIr i'i;ttde ,

oilportunitjes for abust-'s, f&\,ottt'jtjsm and c::iploitirtion also
jne.r'case. It is coilrinon 1'lnc.,wleci1lr; tttr'-t var:ic.rtts hirrds of gr'otlpj-ttgs
rvith (orrinart po\',,er in dil f erkrnt s('c.to1's of the eoollonly ollera-i e

tig5tI5, ]<nj.t enclrlves rvith the pul.pose cf .[rcczirlg otl'u others
in-t uO:-ng ncw, emcrgittg br:s;inesSll).in , who In?ry thus bc: dl j ve-n

int,o failure or cgnfiried to {ring;es of coti)rlcircc cicslrite a ltigh
degree of ef f icierrcy anci rvill ingncss to wot"k hard.

At present Government has few if alty legaI tools to contba-L
these leitrictivc pI'actices, hen{,:e the prepalation of this
irnportant 8i11. By eqr.rJ nping oursielt'es vrith appropriate
tegist-ation and enf orct:riter:t rnaclii.ttely t.o contl,at sttr:h practices,
we wil..l malie a m:tjor Stcp folivarcl totvardS accelerl, r ioll of
indigelisation of c(1tnme1ce anrl inciu.stry; promot j ol) of ef f icic'llc)';
and lowering of consumer piices rvhich rvill evetttually ine.rease
exports by virtue of enhanc'.ed. contiret j.tion. TIlis wil I si-multalt-
eously prbnrote econornic clevelop;iiertt ;tnd gt:eat,er equity in the
distrlbuti-or of income

7. BANKI}{G SYSTE]'i

Ur. Speaher, the lionourable l,{embers rv j.11. recall t.hat H. E.
the Presiclent appointed a S1>eciat Iirvestment Comn:i ttee fo1}ov,'ing
the instability ii'liich the banliing system ex1-:erienced last year.
The Committee rvas to look into the problems facing the industry
and put it bac.k on sound footing. Tire c.orunittee began. j 1r;.rvork
last August anci although it has no'L c'621r'!,lcted its I'eport, its
appointiaent ha.s greatly hel-peci in ]'esi.' ing public confi(t"ttce
a'nii stability irr the ban):in11 :.ndustry. The public was grt:irtJy
encouraged by H. E. the P:.-es i-clent ' s assurance that ihe situzi't iou
wol1cl b; kept uncler control and thert the Committee rvould siufe-
guard the depos j tors ' f uuds . Tire lialt ing of the v.'ithdrau'trl of
far.astatal dLpc;sits from financial institutions and the
establ ishurent of the Deposit Protection l:und also helped in the
restorzrtion of c-onfidencc j.n the industry. The payrnent of
creditor.s, inciudiug all the smaIl de.posjtors, with:n a ferv months
of trre esiablishmeni of the Conmittee was ano'Lhcr niajor factor itr
restorirrg stab5.1j-ty in t.tre banliingl industr-r,'. Mr. Speaker, I
would like to calt upon al1 llonotirable ,r,lcrnbers to join rne in
payi ng tr.ibute to n. ir. the Presicient f or the speed rvith which
he ens;tr.rcrd that public. conf i.dencc' wa.s restot'ed; snr;ri )- dcpositors
were paid; and oire of ttre irrc!igenollS biinking congllomerate
has re<.rpetted its doors to the lrub1ic.
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,IIIE t,tLnr$TIlR rlc]t tr'rxfi'rciJ (ctu.)t
In ordcr to s'Lr(:ngthctr fttrl;her the legal rnachincry

neccsslry to nriuintiiin ir sor,ti:d ;itthin6.,; syritetn, 1,ilrl Irilritttct: IlilI
I trave plblishcci t;oci:r"v c.,..rrr'[lrj.rr:-, ri ttumbc:: oI Iurtlicr antctrcltr:c::ts
to th<: t-tiLnliing Act . f ir(:sc arilc:lrinrcnl.s aro intcnricd to itnprovc
on tlre conl,rol, srrp(-at'vision atrd ]'(rFulatiott of blrnks attd
f ipancial ius L j tut j.o:rs 1.1cc:rscct urrdcr tlrr: A ct.. Antollg t.lte
proposed anlcttdrnetttg tire the fc.rIlc.ltvi-ng:

' liirst, some hire-pulchase compatties have been knotvu to
be takirrg deposi.ts lil<c banks atid f inancial instltutions uncier
the' pre uext tlrat thcy are f inancing tireir clicnts, while in
fact they arc sirnpl.y tracling li)re the {orn:er lnstitutions.
Since the public is not fuIly a\vare cf whiclt instj.1utions are
lisensed as financial :nstj.tutj.ons, inttoc.ent \\tananchi stand to
losc money cleltosited rvith these hire-purchasc cotnpallies rvhich
are styled "XY Finance Litnited". In order to relllove this
'dece1lti.or,, I propose to lestrict the use of the rvord "f inance" atrcl
its derivatives only to f inancial j.nstitutions licensed uncler
the Banking Act.

Second, the Act ry1}l be amcnded '[o 1:rovidc' tha"t all banks
ancl f j.nancial instituticns rvi1l be required to be registerect
as publiC cornpanies under the Cotnpanies Act and that no sj.trgle
shareliolcler shull ou,n rlore tharr 25% of. the shares. Other than
the fact that they rvill be required to prorride tnore infortnation
to tlie Registrar of Cot:rltanies, this provi.sion 'vi11 increase
public accountabilitl, in the managenit:nt of these institutious.

final l.r , powei s of the licensing arrthorit5, u,i1l be enhanc.ecl
Lct ser.ve as a ,.leterr:eut to misbeliarrj.oul lty* d:-rec1.crs of banki.ng
conipanies. In particular, the iicensing authorit;'' t''ril-1 be
emp6u'erel to endorse or vary condj.tions on a c.urrent llcence
includ!-ng its revocation j.f it is consiclered necessary.

BUII,DING SOCIETIES

}{r. Si:caker, last year, I promised the House that a
study on Builcling Societies rvi-1.1 be undertaken rvith the vietv to
harmonising their operations rvith those of other cieposit
taklng inst j.tutions. The stucly has not beett compJ.eted. Ho\'.'evel',
on' t5e basis of the pl'og]'ess and recomntetrdations so fat made
in this regard, I have today published the .Buildirlg Societies
(Anrendment) 8i11, 198?, vrhich contains provisions intendeci to
itrengthen thej.r capital base, improve their supervision ancl
prot.ect publlc deposits. Briefly, it is propose(i that the
iollowing concl'!tions should govern Building Societies:

(a) Advances made by societies rvill be reqlrired to be
sccured on land for residential purposcs;

(ol Treasury rvi11 be tl:e licensipg authori.ty'for_these
societibs. pr.iot to licensing, Treasuly will ltage
to be sati.sfied about the fittarlcial couditions of thr.'
society, its earning frospects and the character of
its management i

The Central Bank rvil1 become the stlpervising elutl:orir
as is the case rvith banlcs atttl financ.ial. institr'rtiotts;;

8.

I

(c)

(d) Ti:e mlnirrttnt capltal required to
society rvil1 be rzrj.sed from sh.
sh. 5 rnil.Lion;* and

start a
100, 000

bui.l d ing
to
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l,t$t llllIIl,'i'ilii poii I'iliilicli (ct'll. ):

(c) hs jtt tit'. c.rls^e

ttl.3 .T J.rilo 1!'l'll,l()i: r.

Wi11. Irr-r s;ubji;Cr:

(b)

/r.19 .- 1.6.8-l

r:f l-rnIrl..s; itrrci i.i nartr: j a.1 j.n'st j-1;u1 iolls,
o.I tturi.i,tcL':-l l-ly l3uiJ.ci.:-ltg Socri ct.ie's
't.o the Ccnt,;'lti Ba-ttli's arppr'ovai.

i:.orrtai.trc<l in the 8i.11 arr:
. of wha.t. j.s Itapiten j ng irl
syli tem. l'{or:e inrltortltltt ,

1.(.r supcl'vise and guide

t/hen tltesc 2,li<i o{,}rc:l' i)i'ovlljl-ollrr'
eI)ac1.ed, j.t w j j.I bc enr-; j r::: to )"ct:1-r t)ilr 

'

t), is J.tn1-.61't.lln1: s;ectot' oI oul' J inattcra]
it ivi I I (rnztl)1(-' l:bc lji()ir(r't.rr]'v atil'lrcri'tics
the ()i)er::rt j-ons c''f tirl:l-;tl ins;t j l itciolls.

}{r. [ipr:alrer, thc: po) ic:51 .iranlev,,cl.lr wlric]r I hurve just orrtlinr:d
rviII gui(ie tirc ecoltonlj c rrai)ag,:metrt of 1.Ii j s nation in the ye:rl's
aireliri . cotr s;erclueut j v , i-,cx'[ yea l' ' '; buclget )tiis bcen f crmula"ted
wi iltin thi s f ianrel{,ori,, in rni trrl* I rvili tiotv tur ;r to tlie f inan<:i-trg of
Govcrrrtnc:nt. Ii>:Penditurcs .

IIINAN CIAI, OUT *TU}TI{ 19 wlg_7_

(a) Recurrcnt Revenue

This vearts orclir-i,,ry:'t:current l'everlue \Tas estima-l.ed at
Kf1,382.8 mil-l ion plus Approp::ja.Lions-'in-Aid of Kc38.4 rnil-lion
mal<ing a tota-l of Kgl-,42L.2, r,rj l-1ion. Thjs i'ecurrent re'enue
$,as t; comprise of I(t298. 5 rrrillion f rorn Custolrls and E>:ci-se;
KLB7O. O miIIiol f rom Inc.oine l'a.>r; K1437.1 rnillion f rom Sales Ta-x

and tlre balance of K1277.2 mil-t-ion fiom other minor taxes,
tliviciends, cltarges and f ces. )'{r:. Spealle::, I am giag to inf o::m

the ilouse that. iir" r'eviseci tot.aI reventlc is no\v estimated at
XCf ,41s. S mi1-l.ion Kt32.7 niill.ion or 2.4% ab6vc my larst 5'ear's
proj ecti ons.

lyh1le therc will be substantial. snortfa.l.l in Sales Tax,
this rviIl be mor,) than cornpensated Ly the over-collection of
Incoirte Tax ancl il.r,roIt duty. T[is shortf all 1 v:as prjncipally
bccar:se of the remission grattt.ecl to oi1 companies tl orderto
Lonrperrsate ti:em for the risen crude oi1 prices I -a)-luclcd to
a"riier, ru:h j l-e increased incorrle tax and cristoms cluty j''s

attributable to the buoyant growt.h of t'lte ecortorn)'I last year'
and the liberal import policv pursued over ieccnt months. I
non, expeet to raisl K1317"4 ini.riion frorn Cu.stoms and llxcise;
Kt395. 0 mi Ilion f rorn Inc.onie Tax; KL476. 0 Iri I Iion f rotn sales Tax;
while other various taxes ar:e c:xpectecl tc raise IiL273.1 nti11ion'

Ree.urr"ent' Extren d I ture
I

This year's prj.nted Ilstirnates of Recurreiit Iixpenditure wel'e

estimat.ed at Klgzg.7 miil j-on e>:c1udi.ng Appropriations-in-Aid '
consoridateci Funcl services vere expecied- t.o talie ilnother KL497,1-

million ma)rinf a total Itecurrettt Eipenciiture of Ii91,426'fr prilliot
As t:he llousc *lrr recaIl, there rvere fortr item.s rvhich fot'ced
Government. to seek Parliat;tl,ntary approval for supplemcnl"ary
appr"priation of KsSf't.8 nrillion eaity tliis calendcr yealr' These

wer.e the ncccl to p&y fa-r'mers for the good lnaizc crop I htr\ze

al reaOy alluded tb.;- the neeci to enhatrce sectlr j't)' with j'n tlte
coun try; tl:e increasecl costs of teache1.s to copc with tbe et:ltitnci'ii
pri,nrr"y sctrool enlolment; and t.5c adcli Iiona] c'os;t relat'r:cl to
double intake in oul'ttational univelsities' I had also to financi'
Itrxcess votcs and uncler Issucs ol1 prior years atnotlnting to
Kt55.34 million. I, thcrt-,fot'e, expect this year's net llecu::rent:
Expendi tuyr: to be t<i t , 509. 6 rni-i.t ioir . IJcwever , issues f t'6ltii t[c
Recurrent Iixchequer a1'e now est.irnal.e<l rtt KC1,504'6 mill'ion
compared to tlre total revenuc of Kt.1,415. 5 mj.11lon.
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THE ltnirsrulr rolt tr'Tllrtlctt (crn.;'
I siia).1, thcrref orc', have 11o slrrlrlus itr
Ar:c<.:ul:.t to transfcr to thc l.ti:vclopnrcnt

Ii)xchequer

(c) Devc.l o rricut I>: rrrnrl i.tr.rlr:

' T5is ycrrf s Pri.ntecl Derrcilopmr:nt llstimates projected gross
expenclitut'e of KC48ti.I nrillion including Appropriittlous-in-Aid
of Kt196.3 rnrlIion. Iteccntly, tht' 'lcuse ilpprovc(l gross
Devcloplnent Supp).emu.ntary Estj.matc:,,; of Kt48. 8 million rnelkitlp;
a total gross Det,el optncnt Exytenditut't: o f KL537 ,7 nij-11ion. As
I harre a).ready in.Jlc,a.1;ccl, this additi.otla"l. expenditrrre l\'as
occas|one{ by the neeC to revitalize )(enya }'leat Coinmi.ssion;
constructi.on of fac.ilitics for the AII Africa Gantes atrd the
doubling of the tlniverisity intake. Iiotvever, it is estimated
tlra,t on)-y Kf.3O5.2 million rvilI bc i.ssued from the Developr,tent
Exchequer.

'Lhc ilecurrent
}'Jxcl:cqucr.

The ovelall deficit
rvhich is approxi:natc),y 5
thi.s deficlt next fi.sca-l

u'i11, theref ore, be Kt289.3 million
pe]'cerlt. o:f GDP. I expect to reduce
year ancl it is to thls that I nol turn.

I

10. FORECAST OUT-TUNN 1987/88
(a) Expend iture 1.9 811,8,3

Mr. Speaker., ?s IIon. l,lembers have a"1i'eady seen from their
eopies of brintec E:;timaues a.Ireaciy iaid before the }Iouse, gross
ReLurrent llxpendittrle of llinistries is estirnated at KC1,?91,2
mi11ion, cotnposed of net expetrdit'rre of K91.,633.7 milliou and
Alrpropria;ions*in-Aicl of KlL57.5 million. Ttris estimated
Returrent Expenditule represeuts an increase of l-9 percent
over the revised estirnated issues for this fiscal year.

T51s ipcrease is accounted for by: first, tlte final instalment
in salary increases for civj.1 servattts recomlnended by the Ramtu
Commission; sec.ond, the increased interest and del:t repaytnent
charges; thircl, the increasecl tttriversity intake; and fourtll
costi relatecl to voter registt'nl,iiin aud the hosting of the A11
Afriea Games.

Development Estimates for 7987 188 call for an expenditure
of Ke 613.6 million j.nclucling Ap1:ropriat j.ons-in-Aid of KS288.6
mil1ion. This represents an increase of 14.1 percent over this
yearrs Bevisecl Estimates. Th j.s incrtase is ac.eounted f or by the
lrigb buclgctary a]Iocations to tr{inistries of Agriculture, Livestocl<,
Trlnsport and Conuuunj-cations and llealth. These high allocations
reflett Governrnentrs commitment to boost agricultnral and
livestoch production; ancl improve rural access roads and health
faci I it ies .

Mr. Speaker, I'clo not irrtencl to analyse further the details
cf either i<.currcnt or development expetrditure at this stage.
We shall dcbatc lhe s;pencting .,Ilocations in the Committee of
Supply attd I shall hold thc mattcr ovcr til.1 then

!t is sufficj.ent at this stage to mercly note that
llinance total expcnditure of some K12,404.8 million.
my Speec[ rvill be concertlccl rvith fiorv I iltend to do

to
of

I have
The rest

this.
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TIm MI]iTSTBR FoR FlIi/rnCU (Crn.):

(b) Ex Lernal lttlt'ett'.te

lr{: . Speal<ei', II.IJ. the J>residcnt has cont inuousl.y emphasi...rd
that Keuya has no quarrel with any country anci we Al'e strong
believer.'s in colrlial. intcri::rtional rc'Iati.ons. As a rcsult of
the fri.endl5r relations existing be'l,wcen us erncl the rest of the
world, various governments attd internatlonal financial
institutions l:ave continrrcd to as:si.st Kenya at times of neecl.
Next ye:ir will bc no dj.ffcrent arrd I would lilte thj,s llouse to
join me in expressing our gratitude to the international donor
eommunrty for its favourabl-e response to our requests.

A
negoti'The ob
compos
of exi
priori
Kf 539 .

will b
and pr
totaL
main b
by Ken
Kc1,86

s I have already indicated, external resources will be
ated within the overall Budgct .Rationalisation Prograuurtc.
jcctives are to achicve substantial intprovemeuts in the
ition of Government expenditures, improved utilisation
sting eapacity and the rapid completion of c.rn-going ltj.gh
t.y projects. Using thls criteria, f expect to drarv some
5 million from external soul:ces. Of this amortnt, 44,Wo
e in the lorm of gralrts and 55.3% in the form of project
ogramme loans. Thus, I expect to finance 22,4% of my
expenditure from external sources. As custonnary, the
urden of financitrg Government expenditure will be borne
yans and I now turn to how f propose to raise the balance of
5. 3 million

(c) Domest i Borrowin

As I have already indicated, last year's growth in money
supply lvas on the higher side. I have also indicated that
in an effort to improve Government dcbt management policy, I
propose to introduce new government securities lntended to
atttact funds from non-lnflationary sources. Using thls
criteria, I propose to raise Kt274.5 million from local borrowi.ng.
Out of this, some KC50 million will be raised through long-term
stock and the balance through Treasury Bonds and Treasury 8111s.

(d) fnternal Revenue

I

In spite of j-ncreased crude oi1 Pr
prices, I project that the economy vrill
year. On the basis of this proiection
ordinary revellue , dt current rates of t
some K91,506. 8 mi11ion. Appropriations
another Ke48.8 million making a total o
I have, therefore, a gap of Ks35.2 mill.
additional taxation. The rest of my Sp
I intend to do this.

ices and faIIen coffee
grow by 5 percent this

I est irnate that ,
axation, will provide
-in-Aid will provide

C1,555.6 mj.l.1ion.
to finance t'r<-ria

h will outline how

fK
ion
eec
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firE MrNrSrEn I.On trIN/1]iCD (Crn. ):

,11. TAXATioN PNOPOSAI,S

(a) Custorns Trriff

Mr'Spcaker,Ihaveiulr<:iitiybrie{c'rlt,}roltouseol.Ithc
internat ir:'aI ec.onc,rni.c =itiiiii ion , tlte clcb i: c,i sis f acing Sttb-

salrararr Af rica, the sta.te of otl]^ econolny ancl. the-p:r icj'es lvc

intc,d to pursue to ntairrtairr sustili,erd 69rori'1:5' ^ I.ha've also

indicatecl ttrat r hirvc a f inlrrrcing g&p of I(f,35 ,2 nli-lliott.
I norv turtt to n,y ir,,^liol p"op'"'rI'- a'tl as usual' r would

asl< I{r. Spea}<er Sir, that itre^ rcst' of my Spr:ec'h be rega}dcd

as Notice or a-tr{otio, to bc movc'd i-reforb tire comrnittee of \1'a5r5

and lJeans.

I

Thelirrancel]ill.publishecltodaycontaj.nssttbsta.ntial
amenclments to the customs ;;; Excise Ac.t. iief ore draling the

attention of the llouse to tt u ntost inlportant of tllese chang€s'

1et me first O."f rvj.th a ferv technical anci procetlural ma-tt'ers'

The Bill contains arl,rncl*e,ris to the Cus;toti"; ancl Excise Act

intendedtorectifytypog::aplrica}errorSarttdomissions.It
also contains amenilrti',ts-to^ streamline and harmotlise tari'f f
and stat istical cocles in acc.orclance rvith tlrr' recolTunendat icus

of the Customs Co-operatio;-Councif. llost iniportattt'it has

been deenrecl necessery to ci.aisity fc'rti)-izers by their t-vpes

so as tc onoui"-1r" irini=ir;";i-irg;iculture keep track of the

avairabirity'ii rLri.""-tyi,,l"-ot ir,i" essential agricultural input'

Hr.Speaker,Irvoulrlnorvllketoturntothoseamendments
r,,,hich have revenue implica'tiotls

First, subsections Lz(L)(a) to (e) of tlu A:i contains a

Iist of gooas-wf,icn are Aeen',eO'to be tt'Itlu' ancl subject to customs

control. As pror,ided unaer- srtbsection 72(2)(b), such goods must

not be interf Lred rvj.th UV'-anV rtnauthor ized persoll ' . Interf ering
rvith the listed goods incluiil ccnverting of transit goods to

home use r,,,ithout authority and .on""qrliltlv rvithout pa5'rnent of

cruties. rt ,r=o inclucles'oiversiOu <it n'arbhouseci goods. for horne

use instea<l of transportin;-;;;,r.tcl tlt bondecl rvarehouse nontinated

and cleclarecl as a warehouiE f or the storage of such goods ' \there

a person is founcl guilty ;i iuctr miscre*Laiot; the-goocls' if fortnd'

are seizect anrt forleiteo [v ;iia"9 tI ;;;;uliion tz(+) ' llo'ever' '

this sulrsection does not pi'oui,tu.fot a spccific penaity *hich
,uV-U. imposed against the' culprit '

Mr.Speaker,offencesofthisnat,urearedetrimenta].nototrly
to reverlue lrut aLso to or" j-i:dustri'al' clevelopnien]; .:rnd rvoul'd appeal'

to be on the incrcase. iir;;'a;r to cliscoura-ge t,]i: kind of

smuggllirrg,Iampr.olrosj.n*..1,**u,,ot.helawtopr.ovicletlrrrt,over
a,d. above the forfej.ture'oi-th" goods; ;h; oulprit rvi1l be 11ab1e

to imprisonment for tr. term of thiec years or to a fine of one

hundred trrousand s'i1.1ing; ;; io-uoti, such f ine and inr,r'isonmenl'

Second, the Departtrrent, has lratl clisputes rvith tlre l(enya Ports

Authority and the ow,crsiS;;"1-; of -inrporiecl 
goods arising f rom

delays o""o"ioneci by tne'Oepattmet:t 3;d thercby caus:ing lial>i'li'ty
to clemurrage or storage ";;;';;" 

r1fri5:n nto collcctccl lrv l(enya Pot'1s;

Authority. Delays on tfrl"iroii-of tne pepartment may bc cattsed b5' :
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TltE IIl]{ISTrfi I,rCR trIril}ic;l (cTp.):
( a ) Entrles being rcf crred to S<':nior Of f icers f or

classifical;ion ;t'td drity t';ltes.

(b) Samplcs b-'ing lr:f ei. rcd t<.r

identi.fir:lttion.
labora Lu.iics for

I

(c)

(d)

Fu11 exatntnat,iott t-ri cont.aiticrs.

Inach,err:tetrt mis;rlLcemettt of entries.

IYlrcre delays in clearing; and delivering goods out of port
area is 6ue to Cus-;toms , dD appropl"iate endorsemetrt is macte on tlte
reverse of the Port Release Orders and tbe Customs Import Bntries
by the propet: Customs Off icer. This ettdorsement is tneant to
relieve- the owne]' f rom penalty for delays attributitble to the
Department. Hon,ever,where lienya Ports Authorlty rejects these
enhors"mcn't:S, the owners have turned to Customs for,refund. I'n
order to protect revettue, f propose to amend section 26 to
provide tirat no such refunds shall be cffected by the Department.

Third'subsection 46(1) provldes for an ipitial period
of warchousi-ng of warehousc:cl ;ioods as olle year. It also provides
a re-warehousing entitlement once only unless the lvlinister
otherwise ctirects. It is not cl-ear whether the period of
re.-rvarel:ottsing is one year. Since the period o,f re-\t'arehousing
ha.s not been specified, there is an a,mbiguity over the length of
pericd. of re-waiehousing. It is, ther:efore, proposed to remove
ini.s ambiguity by providing that the period of re-\\:af'ehousing
sball be one yeai or such longer period as the Minis'i;er may direct -

tr'ourth, seetion 723 of the Act provides that "j.f ally practice
of the Customs relating to the clasnification o]'enumeration of goocts
for the purposes of litbility to c. :,,is altered with the result that
less duty i; thereafter charged on tl()'''(ls of the same class or
clescription, no person shall beconte entitled to a refund of any duty
paid blfore the ilteration took effect". Ort the other hand, section
i+O(1)(b) empovrers the Commissioner to grant a refund of any
duty *fiicf, his been paid in error. Section 123 may thus be used
to 6ar affected impoiters from claiming and being granted refund
of duty. IIowev€I, such action may well' be disputed j.n court by
virtue of section 146(1)(b). In order to clarify the circutnstances
under which section 123 will apply, attd therefore protect revenue,
I propose to reworrl the law to provi-de that section 123 wiII only
apbly where the p;",,::tice of Customs has beeu approvecl by the
Cornmissioner or i';i .'r'e it arises as a result of a ruling by the
Customs Co-operation Council

fifth, I have already emphasized the importance of industrial
devel<-prnent to our economj.c glowth and indicated some of the
incentives we are according this sector to boost its growth'
As an additional incentive, I propose to reduce the rate of duty
oll industrial capital machinery by f ive pc,rcentage points. Since
the rates of auty on capita). rnichinery riary between (2O 45)%'
tlre overall average reclucti.on wiII be (11 25)% of. the current
rate. I hope thal industrialists will takc' advantage of thls
reduction in duty to expand domestic manufacturing.
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l{IE I.1n{:1.S'J'.l,llt f,OH FlN,'rliC0 (Cf'fr. ) :
Sixth, I a.st yea.r, I l'cmovc(l du'l:1' cn capital nrachinc.ry f or

sinal 1-scztlc indu:;trics loca It:cl in i;lrt r]rrl.'irl- alcrLS wherc tire cosr,Of suclr tn:rcltittct'5, dr,>ls i:rit C:);CCCd Sir. 5 11iltiop. Duripll thej.ntpl.ctrtr:trtal.ion ttt thi-s c>.ciript:lon, 1p,J i.rricaus;c of thc apirrecitr-t j-on
of forcJ.gn cu:"1'()nc:ics, ii, has becorrrrl t'.iea:: that the ceit.i-ng of
Sh, 5 rnill ion j s f ar. too lorv f or t:lilrsc ssma1I-sczrlc inclustries.
r have, Lhcrc{or'o, doublcd this cciling from sh. D nrilrion to
Sh . 1.0 lli l- 1 i.on .

' SeVenth,"\t,hcn cluty lcciuctions u,ere ef fectecl over a u,ide
range of ratv matelials clurirrg (1983 85) the tcxtile sector \1as
not affectccl. This sector vras skippecl because thcrc was
an on-gol.trg stucly to evaluate its competitiveness. AlthougS
I am infol'nied thr.t the sector is fairly competitive domesticnlll-
because of tire large number o'i inclustries involved, r propos;e
to rcduce duty ol1 sonne of their imported ],arn by S percentage
points in order to make tbese inrlustrics more comlretitive
ittternat ionaJ.15, .

Eighth, earry thj.s year, the Government ciecontrolled
the price of meat across the nation on the grouncls that there
1s adequate competil;ion in livestocl< procluct j_on and marl<eting.
This fact has been bcrrtre out by the fact that there has been
ver5u littl.e inc:'ease 1n t:he plice of rreat after the decontrol.
As the popula.tion grotvs and encroaches on marginal lancls, thcre
will be increased demarrd f or zero grazing on small holclir:gs.
Hence the increasing demand for manufactr:red animal feed. In
orcler to boos'r anin:al production, I propose to remove duty ol)
premi.:les and ori caiie usecl as ra.u,mrtei'iais for the production
of animal fecd. As a result of this measure, I expect
manufactur'ers of animal feed to pass on thr: benefit to the
eonsuners by tvay of reduced priees.

,

80%.
office
is too
and I

Ninth, pencil lead is currently dutiable at the rate of
r have received complaints frorn local manufaeturers of
and school pencils to the effec'L tirat this rate of dut5,
high for a ra\r' material. r have consj.dered thsip case

am now reducing the rate of duty from Blrh to ZS7o,

I

Tenth, one of the itcnns proc!.uced Iocal1y in large quantitie--:
is ceramic lvAres. rn spite of the lorv domestic pricr:s, someindividuals rvith a high taste for iml:orted goocls continue topester the Government to authorize importation of ceramic tvares.rn order to discourzrge such Lu>:urious irnportati.on, r propose
to raise cluty cn ceramic tiles, tableware, and otlter ceramicarticles of adornment by (ZS - 100)%

Eleventh, currentllr, returning residents are allorved to
import one passenger duty-free car provided that the person h:rs
olned and used the car outside Kenya for zrt least 72 months.In view of'the vely high cost of big passenger cars, some people
have abused this privilege by asking Kenyan students ovel.seasto buy these cars, keep thcm for one yeal.ancl bring ilrem to
Kenya duty-free under thc, pretext that they are theirs. 'l'hus,
although therc a.rc nurnc]'ous lalge passcnger c.ars on our roads,'there is hzrrclly any tax paid on thern. In ordcr to cnsure that
the llxch<:quer gcts a rair .share of tl:e 1:rice of thesc cers, Ipropose to amend the lal to provirle thitt, returning rcr:iclentsvlill only be allovrcd to bring back cluty-free pa.sseriger c:rrs
whose -caplr:ity doe.s not e>rcccci 2O0O c.c. lVhcrc the engi.nc ca1'raci:..
exceeds 2OOO c.c., the returning resiclent ivill be requiretl to
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TIm I,llI{ISf i':lt t\lit tr'LllirliCirl (Cl'n' );
pay dtrl y on. t ht: tl j f f r:r'(ril('e 1lt1.v,'i)crr
ancl Sh. 4 0, 0()0i -. I j' tilt' :r rjr:i(rsi(;(''(l

or lcs;s, no dtiIy slll'"J 1 l'r11 . ;rirylilrJ.t:.

Mr. Speaker,
tariff wilI cost the
revenue.

(b) Exci se Tariff

'Liti:,1-Firi(rs;€d \f it:1.ti()
vttl-u,.,. oJl 1.1,e ct-t' is

of tltt: cit i'
SIt.40,0()(i/=

TrvcJ.f tli, .l as'l: 1'1r.r,r" I retnovr:d rlu1,1, o11 agri.cltltttrrrl
sl)rir]/er.[; j n ()r'(l()r' to iroc>r.;i agric:u]-tttr'ltl prodrlct i.on. I al)! now
iif Ot'l:r,cl thlLt 1.h j t; tICl-1;lll'c \\rlLS llri1. :tfi ef f et:t j.ve aS it v,/ll.cj

intcr:tlcd }r:cil1Iir.: i;r,oI;L ;r 1;l:i cr-i-l tut'al s;prn:ici's it re ma.:lttf itc{,ured
1oe.:r) 1 y itnrl tl:t, j r I';r.l'; ttla l.cr' j alS iIr() dutiabie. 'i'hercf ore, itt
orCler- to :ti.tlti tt I)rV o:,.i1.:,i tral or.rjcct j.\,t-:, I prcpose to r(':;llove
cluty on J'r.t,r,,,' tlrtrtcr j a.l s uscr-i l-or thc niatlnf a.cture of spl'ayclrs.
It is lny hope t.ha L nli.nll llctllrers of this inrpoi'tant agt'ictt11.ura I
tool rvil1 ltc\,,' J)et;s o!l the bcn,;f it. of this; riuty r:ernova.i. to
f alncrs by way of reducod pl' j ces.
' Thirtecnth, for sorne tinle DoY,'1 phzrmaceutical
manufac.tulers have been enjo5'ing tluty-free iniport:': of ralv
matcr-ials for tlie manuf act-ure of drrtgs. I l't;r\re l.'cceirred <:onrlrl aitr.tr
that some of tlie coinpanies enjoying tliis pri-vj)cge are not dr.ug
inanufacl;urers au5/n1orr, and tliat some of tlie itetus in t)re eligible
list aIe not Ia\,,r t:iaterial s. In or(ie1" to pro'{.cc'L ::evetltte, I
have todai'publis)recl & fres;h f.ist of the cligible tnaii'rfacturers
and tlie rar/ material.s.

Iiua1ly, CuStoulr; Ag,-:irts Liceuce f ee. These are the f c<:s
paicl ity clearin11 and. for",,rai'tlj.trg corrtpanies for their atluual
iiccncir. Thest-. lic.ence f c-es were lasJ; ine.r'c-'ased sorne three
years ago ancl nlay be th j s is tire tla..joi' 1'eas()il f or the incrcascll
iumbcr- of applj,crtjc)ns being riecej-vccl l;y the Dcpartlnent antiuallv.
in orrler t.o naxj.rriize revellue collcction, I pl'opose to double the
fees from Sh.5,OO0/- to Sh.10,000/- for rellc\ra1 of a l-icence
and f rc;ni Sb.2 ,5OO /- to Sh. 5, 000/- f c:: late appl i.cations.

the measures I ba.ve annouilct?d in customs
Excl:equer .some Ki2.58 mi111on in lost

I

li{r. Speaker., I rvorrLd now 1il<e to tttrn to excis.e: taril f
where f hat,e on1.v one changc to nralle oil cigarettes ai:ii tobacco -

I have aunua1.ly Lmphas tzed. the neecl to maint.ain revcl)lle f ront
these luxurious itlms in Ii.uc wit.h the rate of domestic infI:r-tiorr
I have also jndicatcci thzl'u the rate of inf l.at ion last year was
vel'y Iow. In considcr:rt j-on of thcsc trvo f act.ors. I p1'oPose to
raile the levels at u,hich current rates of excise appli'l])y a'n

over.al1 weighted average of 1.0.8%. This will have thc effect
of irrereasiirg rhe pricl of sornc popular brattds of cigzrrettes
such as Ten Cent anA Score by 50 cents pel packet; 'noster
b], 55 cepts per paclret; ancl tlte rno:'c elite brands of Sporl;sman,
Embassy and Stat'e E>:presss by sh' 1'()0 perr packet'

Thi.s mea.srlrc otl excise tariff wil.l trrl<e effect fr:om
mirlnight t.onight ancl vri1l provirte thc Excltequer rvith &n

additional I(t6.60 nri.l1ic.rn itr revellue
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TIIn l{Tirrsr'tiri ri'oH F.rr/irciJ (c']:1. ) :

(c) Loc.2..l l,!lr tttt f'ltr.:i.t.l ,',', r-1; Oo:rtlr.rtrs:tt. j crt t)J-ct
lrlr. s;-;r:.rl;.cr., s.;p!s;r.,t:1..:o:r'(l")(tr) o{. 'i.lrr: lct. 1>L'rlviclcl: thlrt nc)

()omJ)oi)satory plt\;urerr1. sluL.l 1 bc t::ltrlc iir r.'or;lr.c. i. of 1,hc e>ipc)r'1.1t I ion
of tnt, el igl bt r: goorl:; l:c.i'c.rt'c -j'(,ioi glt cilr-i-'.)l)':lj' r.lrtc-' -i-lr rcl:1lc:c L crf
SUcli i,,rpc',r'.t.:t1;.i otr l:ts llr:t:lt )'i.-'r-:.(.r.i.vtrrl in iir:llvlr by iIIl litt Lhor- i-zad,

clelll <:r'. TIi i:; I)1-ovisi oll , 'i;hc r'g f or"'j , l''1'tlc lttcie': exllc'rt'1:t:t:s utrrlcl'
tl:c: I,ref cr:e1t-iiil 'It'a(i,.-' At't:a A61t r:t:rricitl; ol' 11l)y ol.ltcrr l-r j latc:-i:lL.L
ngr-ecnretr L bc-t.\,,,t-,(,1) t.irc C<;,vct.tlrrcu t of I(etl5,;1 a nd any Ot.I:er il(rvol.'l)lllen1;
f ronr c11a1if 5'-i n3; f or colr)poI)r,,ratol'V pn.ynterrt; i.ti resl:cct of e) i g.ible
gcorls; ou t'ire J;t'ortnds Lltlrt ror,c j grl cltl-'r(jllc']/ due is not l:ece j'r'all'l r:

[V ?Lt) autho:..i.z,acl clc;a1er'. It is Jot' this lcason tlilrt we h:tVe br:;.-:l]

uiral:.lc to pe), c;i1':ort courponsat..ion to expol.'tc1'! oI 91 igib-) t' goocl:i
l,o l)i4:tnd:l ur.tit.r' the sel,tlctnent clf assct.'i itttd .l iai..r-i liti'-rs '.,i fot:nle::
East Afric:rn Cc,,nrntuni-1.1, u'here l(cny;Ltt gocldr; cxllortcci Lo that
c6u11.ry are ltaicl for in Jieuy'a SIriliings. This dotrr;':rot atr)PciLr
equitoLt. aircl I am, tiret:'e.f ore, li.mcnciing tire ;\ct 1,o llrov j-dt: f hat
n,ti"r" e1igitrJ.e g<;ocls alrc expor'1.t:ii tttider a bi.l ater:rl agl:ectncnt
betrir:en tne Govc'inmcnt of tie nya arrd zi)ly othel' goveL')1lilent, th<'.rit

comllcllsatgr-y J)rrvnlenl, ma)' lre efl'ec"t.ed J,rr'<::.;pcc'Lj.ve of rvhethcr'
forti.gn exci:airgu has l-reen leceivccl by alt ar-tthorized dealer.

(d) Dxprort D

I[r. Speal<er, I rvott].cl no\\r .1 il;e to trtln to E>:p<;r't Dutl' ti'heru
i haye trvo .-rit:rlges to mal<e. fiI'st, rat.es of expot:i. '"1utv on c.of fci:
and tea have not been charrgecl for a nunil-rcl of yerLL,s. Drtrrtti;- this
pcriocl, f i1r:ltelrs have contltlainecl 1.o Gove:'nntet, t. thltt the pr:ic.c:r; of
agricuitura--r- inputs har,c :'-isetr Cotlsideral.)1},. altcl i..<l ila.i'c , t.i-.ct"e j cll.e,
been taxing tiicir cost.s in prtiriuc1rcn oJ. tei: anci cc.,f f ee. I ]lilt'e
cons j cierecl itreir case arrri, ,l.i orcic;i to gii'c them solile respi 1.e,

I propose to raise tire e>;port: o'.r1.i' tirt'eshholri, i. e . , the levcl aa;

rvhich tax starts tct apply from li'. i /)C0 lrcr tot'l to li'11'200 per'
ton. Therefore, rvhet'e ttre pricc. , i coffce 01. tca does not e>lceecl

Kg1,200 per toll , therr Ilo expc.r:t <lili 5, tr,j ]1 I.:e clrargcd. Tlris lneastlIs
vri1j. givL the proclucer-s of rhes;c rwo comnioclities some K1.5.17 tnillion
j.n aAiiitiona-l in"o*. u'hicl: u'oul ri ha.r,e othcl'rvise gollo to tirc
B;"i;;,1;;;. I lope this aciclitonal incon:e rvil be juct-tciously used
by these f arnrers to irnplove the vclfalc of their f aitrj lies rvhose

sive:tt 1s the rnajor facl.ol of pt"ocluctiou of these crops'

Second, tirere al:e a nurrrber of rarv materj-als rvhich el'c
produc.ecl or arc-) ava i1:rbl e loc.r L.l v Yet thcy al9- l9l',-3t'*i1abl e tc>

our clomesti. ,u.ru.--ttl"'se mater"iais are 6xported by our local
Ii.,ril"6i;-a;ti"io"ue rc:-inrportcd by donres;tic users. Tliesc rnrr.tel'j.rt1s
include vrattlL cxt.ract princip;)1y usecl j.n t.he tal.rtril'rg inclus.;L{Y,
arrrl ir.op &rid alrin:iniurn s;c.rap usc<l iu tlte matruf;icture of :"eitrfOrce-
ment steel atrd tvindotv flantes.

In orcler to discorrlage thc exportation of tlicse matct::'.41s,
I pl.opose to impose an expoi.t clut5, of 5 pr:rcent o,] t.ese it,:tns.
Thils riica.sur.e rvitt provide an ailtlitionaL li1z.3T mil.Iion itt rcvellue.

Talcen togcther, t5ese mcas;ures ot't oxpt>.t't cluty rviIl. cost tl're
Excltr:qtter sotre KLz,B0 rnj.l.l ion

I
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Tlm i,illiliiTl,)R ],\)ti Ii'.nr.tICIt (cr.n. ):
(c) S:LIcs; J':rx

lr{r. Spc:rker, I ncn' 1..:it'l: r-t; .Su I r:s T'tt:;. Iri r.s;t , IiciJr;-'l lrti_,_r, 11of thc Slllcs i'u)i )l.i:gu.l a't.i c.ir.; 1.i v:.:,,; 1.;rx f ir:iii:,;,.i r)n on'g5croils
rlistr jlltiictl f rtlc ir:.: :tclvc-:t'"!: j s:i ir;i t1:) 1.(t1i:, J-. ,.,).)lrro tp1t)1f actpl.crS
have usccl tlris; ))i'c,vi:;juri tu ii'v,-r.i..i 1;lrynltritt. o:i L:tx wIgLc. aclvt_,rti-sirrg
colllfrln j r;s ilarre ;tJ ilct:<J or'(i,.'r's f cl nrlr))ul.lrctul'c oJ. goctcl.s 1t:"in1;ecl wi1-h
Atlt",:rti-';-it){l rrt(.)srs;1 r;('si. 'I'iic,..iillr r.hc pri:)l.cr.'l; ill.L.rrctual.Jy 1>iLi<l ,they hit\,'c rr:f u.',;r:,j to pay tlrx oi) 1.lrr-, gJ'ou))(ls tirl.1: 1:hr: gtltcrial
is Lret: of tax lry virtrre of f-iiis rc[j,.11:rtjon. -t_n orrler to protect.
r'evcnuc atrcJ s;c,al. 1.ht-' ) oo1-llrc'1e . I 1tr<>ltose to itri:r:ncl tlre r.cgul at j.on
tO rcCitt trr-' tirC rn:rrtttia.ct.u:"r,i' i.o l-:t:t:li lLr:thol.i t5, j-n Writ j_ng, pI.ior
to tna.nuf aci.ur.i:tg airy irclvci'Li.sii)tj rr)a Lolial which j s non- tlia-bIe.

Srrcorrd, secti on I'i (2 ) crf thc Act p:'ov1clcs that l.axab le g;or;d.sjmported lty lanrl f r oin Ugl.trCa cr Tun:r:rnia sbo.i.l.d be pr<;clucecl bythe irnl;or1;er to-Lhe nearesL Cusiorns; Offi-cc to the pbint of e,riry andany importer who frij.l.s to d.o s(,sl:al.l bc iiab1c to inrprjsonmcnt
of upto f ivc yeai's and it f jne of Sh. irO ,OOO/*. Tbis provisio1 \^,iLS
intendecl to prohibit stnuggliuil o f goocls vrith j.n the f orner East
Af i' j can Coln-rnttnit5,. IIoweycr, it i,s (:crrirTtol kno,vlcclge tiilt ,<L 1ot o'L
goods are smu.gg).ecl b), land f roin orit' other nei gitl;ou:-s. In order
to ]'emove th j-s discliminat.i.-on e.nC -[rlrthr-:r' deter srnuggling, f propose
to arnenci the larv to inc-'l.irde a..l 1 goocls irnlrorl.cil by lanci al)d r.loul:ie
the level of penalty to Sh. L00,0rJ0/-.

a

'i'hird, taxati_on of pa-ssenger ci).rs. Las
unciertocrk to lev-i r-:w the ta>1a1.i.on of sioall lrass
view to rn',r"iling tl:c.lt af ,'or:daLr-Le by tbc ntirlclle i
ar:r gJ.a 11 t.o report that 'Ir-caSrjl'1,, irlr s tioif e:tz.m j.ri
importarrl: issue arrri, ai_thouglh the rnaju:: cause
e-scalation 1s tbe r-rppr:ec.iation of tlie currenc.i
partners, f propo..;r-' to redircc the rrr"te of tax
by betu'een (15 - 25) perccnt.. Thercforc, wi.th
tonight, tLre rate of sales tax on passenger c?_T
e.apac.ity not exceeding 7200 c.c. rvill be reduc

t vea 1' , the Gorrc:..nrnent
enge.r ca,rs rvith tiie
n corre f r.lri l ies . I
cC syriipatlietica) 1.v thi s
of pa.ssenger car pr:ice
cs:i of our i;'rajor triii:iiig
01) i:11 passenger cars

r:; I ect f roln niidnight
s rr'i Lh an engi ne
ed from 40% to so%t
. f ::om 50% to 4O%;
. from 65% to 55%;
. from l-0(r% to B5|6;
. from 230% to 795%i

exceedlng 12OO c
exceedi.ng 1500 c.
exceeding 1750 c
exceeding 2000 c
and exceeding 22

not c>:ceedirrg l-500
not excceding 1750
not exceeciin g 2000
not exceeding 2250
fron 400% to 34O%.

c.c
c,c
c.c
c.c

.c

.c

.e

.c
50

. but

. but

. but

. but
c. c.

I

I'{r. speaker, this is.; a major tax reductj.on. And rvhile on
this subject, I tuoul-d lilie to infornr mtrtor vehicle assenrbl ers

that the public is becominr4 i ncreasi ngly conce:'ned about tlie high
prie.es of loca'lly assembled vcliicles. Although I appreciate thei^c
are liturued econontie;,^ of scale due to the smal-l number of vehicles
assembl-ed , I rvould neverthclcss cxhort them to i rnprove the j-r
efficiettcy rvith the view to benefitting the consumer and the
country at large.

Fourth, jervels. Mr. Spezrl<er, .je\r'e1s and other prec.ious
nnetals are nolma)1y us-;cd jn this countrv as a vehicle to circumvr.:trt
foreign c>lchattge control retlulations to take nronL5y out of the
cotttltry. It is for this re,r.son that it is very difficul.t to tell
the difference betiv,-:en tlte rnirrcr', tlre n:irrufacturer, tlic whoiesaler
and the retetiler of jerve).s. Consequcntly, ancl a).though it is rve1l
l(tlo\','n thrrt dea).ing rvit.h jcrvels .'is e vei:y lucratirre traclc, it has
proved clifficult for: the Conrniss;i.onor'of Sales; Tax to rcgister
any nnnufacturer of jel:Is as a taxpa.ycr. Ilvely time that hc trics t<.r
register a jcvrellcr its a marlufacturer, the jelcller ar.guos that he
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TIID I,JI}iISTER T,UN I'I].IA]{CE (CT:I.):

is a rctltiler attcl in any ca.jc hc <Iocs nct se11 more 1.htr;r Sh.200,0i)0 uort!:of jeivcis per arlnuln. f irj.s; i.s.r>liv jou.s1r, a oullr)ing rvzry of zrvoirtiitl5
tax. f n ordcr to closc-: tl:is locphoJ.c, 1 am arnoircling tht: 1i,-w trtredesignatc .jerveI.s as goocil.,; orl rvbj.ch Iiix rvil]. ire paid.l:y clcalcrs
at aIL Ic:vc1s lnj rting, n:'-uru1'1ctru-j.ng v.'bo1r:.sa1.ing ancl l.erirj 1J.n1;.
Thetcfoi"c, cf f ective f r.or:r trritlni.ill:t, :r11 deal.c.rs in jervc)-s rvi1l ire
rcquirecl to regis;ter witlr thr: Sa1es Tax Depa:'tment as taxpa5,srs.

IriLl:lr, P(':tlol : Ir{r. Speaker, those who }rave been f oi lorvi ng
,nc closeI.y rvil.l- hzli,e noted tliat I havi: gi.ven:rl\,rLy substantial revepuc
on passellgeI. cars-i. In orclcr to cotr)r)erlsaue thr: Jlxchequer for tbe
reVellue Jost, I pl'opose to raise tax on premjuln and rcgul;ri gasolipes
by 40 cctrts and 30 ceuts l)cJr litre re,sltcctively. Slnce ri6st public
transports-tiott is diesel propclled, tiris :'.ncreas;e slroulcl not ittect
bus f arcs. I'leither should it. af f ect agriculture a.nd nranuf acturing
industrics.

s:Lxth, beer. rn sp:-te of the fact tl'iat our beer j-s one of
tlte best 1n the rvoLld, its Lrf ice is stiII vet,j7 lorv compared to
beer pf ices rvorlcis'icle. f am also tolcl tbat, folloivirrg lne closu::e
of off-licences late last year', bar owners are rnaking substantj.alprofits. In vierv of these factors, it is onI-rz fair t[at t5e
Exchequc:: shoulC tnaintain 1ts share of the so:lring proflts in tlii.s
indr"rstry. consequentl),, r plopose to ::ai.se the current rate of
sales tax on. beer by B0 ceuts pel' litre. rn acljition, Kenya
Br:en'eries irave applied to me for. a pric:e ir.crease of zo cents per
bottle occ.asioned l:), increa.secl costs of plent niaintenance and i
platrnecl p;i-ce incit';isc to bzr:"i-cy gi'oil'ers. l-l:ave carefully evaluated
tlreir request and j t i.s justil j.ed. As a res'.r1t of tirese t.r,;o
factors, the price of beer rvili go up by 60 (:e:rts per half I1tre
bottle rvitir pro-rata increases in othe:: sizes u,ith effect froni
nidnlght tonight

Seventh, soda. The p::ice of this beverage has not been
increasr:d over the last one year in spite of the fact that
the price of sugar was raisecl early this year. As a result of
inc.reased sugar prices, soda nnnufactureL-s have applied to me
for a price increase. I an) a',i'arcli.ng the requestecl price j-ncr.ease
and, corrsi.ciering the benefits u,hich r sha11 give to taxpayers
1ater, f hzrve decj.ded to increase rate of tax on soda by
(10: 2O)% of the culrent rat.e. fn vierv of tlrese trvo factors,
the price of soda rvil.l go up by 20 cents per bottle with effect
from midnj.ght tonight
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TIII, I,'IUr$TER Pon lrllrll;cn (c'r'D. );
[j.na1]y, baby fooci. i hirvc receivcd cornplaints.f:'om

worlii npl mothcrs; to the cIi ce.t 1;hat 'Lhe ccls;t of baby foocl has bec-n
risi-n11 consitlcl'a.l,,Iy iir r.'u(:uilL yca.i'r; tlu.e l'6 tlrc strl-cs tax o!
L-t'h ilnpor;ed on I'ood mi >: 1<jr thc rnanuf acturc of irrf ant rnilk.
In or'(l<']: to cai;L' t;he i r lrlt:'rletr , and .Lu cogn izrtnce of
II.):1. thr: Presi-clcnt's un<:t1u-ivocal love ior chi)d:.'ctr, I prolrose
to rL.nlovc.: tax or) L!:is pr'<-rdric:t to enl;urc that thesc nrotltr:rs
bring up hi:altlty chil.drett.

Tairen togcther, t)re measures I have a-nnouuced today on
sa1e.s ta>: wiIl l:ring an additional I(tzlj. 90 rnillion j-n revenue.

(f) I n corn,: Ta>:

hlr. Speal.,er, I wctild now Ij.l<e to turn to j-nccrme tax
)ryhere I am proposing rnajor changes.

First, persoial taxittion. Sotne people have been heard
to cornrnent that Kenya js one of the niost highly taxed countries.
whetirer this is true or not r would not like to sa]" r do'itttol'
howeve::, that pcople who make this e.Ia.im refer to our indi'u'j-dual
top tax rate rvhich is 65%. Unfortunately, no credit is given
for the spread of the tax brackets and the frequency with
which t.hese are t'eviewed. It is pertinent to point out here
tha-t, such an ex,.'rcise was carried out on) y tv;o years ago
when I reduced tlie personal taxation by widerring tax brackets
by Kt300.

Horvever, there is now a world-wiCe cone.ensus oll the
economic desirabllity of tax reform and reduction, ancl in
particular the reduction of income tax. Lott'er rates of t.a"x
prorricle p€rSoDs.1 :incentives and stimul-ate enterprise, which in
turn 1s the only tvay to better ecoitomic perf ormance, And j.t is
only by i-mproving our economic performance that we w111 be able
to afford to spendj only bi, improving our economic performance
will v.'e be able to create jobs on the scale that we all want.
f, therefore, propose to lorver the top tax rate by a fuIl
L5% from 65% to 5O%. I believe this measure will now classify
Kenya in the category of normally taxed c.oun'tries.

l'1r. Speaker, it is my hope that by lorvering the top tax
rate, individua.Ls in the top tax brackets will no longer spend
their energies seeking lega} ways to avoid taxes, or worse sti11..
i1IegaI \\,ays to evade payi ng taxes. Those energies prevlously
devotecl to devising and o1-',i'rati.ng tax schentes shoul.d ttorv be
diverted to econor.iically r. ldurti..re activities. The lower tax
rate should encourage wo)' ffort a.nd triore investment tltus
creating the right climat.'- 'ior grea.ter economic growth which
will benefit all of tls including Revenue itself.

t
.l

I

t

Second, I have good news for the small taxpayers.
decidecl that in view of the rising cost of living, time
come to raise the point at ivhich art individual taxpayer,
to pay tax. These points rvilI be raised by at least 33t
throughout as f o1.1ows

(i) SingIe lndivi.duals

( ii ) Married ind.ividuals
per year.

from Sh.720 to

from Sh.1,800

I have
has now
starts
d
lo

Sh. 960 per year.

to Sh.2,400

(iii) Single person supporting a child from Sh.820
to Sh. 1,200 per year.
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'l'H0 I,In{ISTIir! f,OR FINTNCE (em.);
f n o tlrer words , &tr i rrriirri dual rvho

tax unlcss hc Ltrr"ttrr; Slr. 800 pcr month or
w11I" pay tlo te.rr unlcss hc oarirr Sh. 2,000
the single parclnt supportjtrg a chilci, Do
he earns Sh. 1 , C00 p.nl.

4.30. - ].l .().8'l

is sinJ;1e wj.lL pay no
nrore ancl ir marric:d man

[rer r.nc;n'l.h o]. tn()re. For
t ax wi 11 be duc. un less

rC

t

J The most remarketblc feature of this measurc is ilrat itwill rc.lL':rsc a totrt of 1,i0,0c0 rovr incorne earner..s fronrtaxation altogt:Lhcr. 'Ihis j.s, indeecl, a major gesture rv5ich shouldconsidcrably i.nrlrrove the standard of livini of this importantsection oI orrr society.

Third, a furthcr nreasule to tahe care of ilre lowincolre groups rvi1I be bracket vridening. I propose to rvidenthe brzrckets by l0% throughout. A similar meisuie wa.s carriedout 
- 
j.n nny budget speech of 1985. Everyonc has consequentlypaid less tax in 1986 and 1g8z and. norv everyone rvill- pay uironLess tax from 1g8B oiwards.

Fourth, as these measures wilI result in ve1.y coltsiderableloss of Revenue, I am cluty bounC to f ind meaus by ruhl*L I canrecoup some of it back. I find this in the unclcr-valuatlon ofemployer benef it schen:es rvhich are now proliferating jn thiscountry. Given that tiresc- benef its are t.ypically provirleci totop executives, the unclcr'-valuation of uenLf its prbvi,les a v€r5rgenerous tax relief to these high income earllel:s. It is estimiteclthat for each high income earnei, the tax relief could be cc;sting;thg Treasury anything between 92,000 anci t5,0U0 r'ihich is bot.h costland highly inequitable.

f am aware of the fa,ct that the Cor.nmi.ssioner of fneome Tax
us-es a system of fjxed beireflt rates which he ptrblishes fronrtime to time to tax emplo5zss benefits. I al.so ](not,,that there
was a general increase of valuation last year. However, theseincreases were minimal, half-hearted anci iar from the true valuetbat sbould be placed on them

Fifth, provident fttnr! executive schemes. Any tax agencyworth its salt must be on tlie lookout at al L times ior any tax
schemes devised by taxpayers to minimise tax by unfair meaps.The Income Tax Department has iclentifiecl at,oidince schemes ipthe form of shor!-term provident ftrnds rvhose principal aim isnot to provide a lump sum payment to juni.or employees onretirernent, but to proviclr: tax free remulleratlon, oD the side,+.o the highly paid compal)y executives.

I
I
I

(

I

I

I
I

I
I

,
I

I These provident fund tax 'avoj.clance schemes have corrsicler
expanded in the last three years. They all seek to expJ.ciit thedif ference betleen the 45% cornpany rate of tax and ttre'65% tolrindiviclual rate of tax. .:,

ablr'

Tlith the introduction of arate of 5O%, these schernes shoulri
in ease they do not, I propose to
the employee will be taxecl on tl:e
a fund, uDless the provident ftrncl
Commi.ssioner of Income Tax.

Sixth, withholding tax on interest. Professlonal bodiesln Kenya have advised me constantry that I shoul.d opt for mor.e
and more forms of withholcling ta;it-'.s. Apart frorn irnproving tax
compliance, witltholding tzrxes also accelerate Goverirment cashflow. _ Thuy have tlie advanlage of c.ollecting tax when money isavailatrle so that it is a less paj.nful form of tax paynrent.

much lovrer individual top tax
lose their attraction but, just
amend the larv to provide that
employerrs contributj.on to suc.lt
is first registered with the

I

i
t

:
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TIil, I,lIllilil'J'iil I,'oll i,'r),./,j'cD irrr,. 1,

I lr:rvc accr:il1.r:tl bhi;: i,(roil rlrivi <.'.e, lin<l 't.)ii s yetr, I propose
to ailrl to u'.i.i.illri:)ditu1 t;rxc:; cll j': r'n1.)y ju o1:ct'iil.'iott jn Ki:nya, il
ylithirt.'1tl.in11 tir:< ou irrtr:rcr;1, 1.r.i.,ii by b;inli:;, J.iir;ilig:iu.I itis;t.ittrt-lorrs
a.rrd l;ui)-rlj n;1 sc.cir.r t.i cs

fite j-nc.onre 1.rrr. liLvi u,j.1l irc: wi<ic:t'red t.o requile banks;,
f jnancjrLl ilr;1.-i 1":ttt j.li:::. I,"Irr: l-rrr.i.iii:.tig; r;ccie 1.itis Ltt u,ithholcl tax
itt i.irr: rJ1 t. 1r of l-()';.i r.rtrr;lr !)a Vlrir:i)1- of alty .Ltrtcresl;, to &n5r I)et'son,
res Lden t' i n I,len y'r .

),
l

f

'

I L s;lio
withltolditt;1 t.
a.ittl ?t Iiorr- ]^(:s,:

It tlu1.t, tc'' rl.i r,;

u.lcl

; cir:
tir:

, I)()',,,,,..,\'or, l-ru t,otc:d that tlterc t'; j il be t',vo rrppJ-ic.ab-le
r:LIct; c)i] j-r)tr: t'r_,r_ii. -.. tL res.i.rient rate of l-0 pel cent
nt lztc-' of L2.5 per c:cnt atrci the brLnliing sysl.cm ira,ve
gui s,-b them. I '.r'oul-d. -l-ikr: to e:in1.,hasizc that bainks,

I

{:Lrrr:.nci.e} irirtitutj.oirs and bu.i}Cing socjetics u'i11 bc requir:eC
to i'cm.i t al1 r'''il,hhcl di ng tax dedtict.erl f lorn ttrci:: cr:storners to
tlre Coinrn j s::j j,on(rr f oi: lnconre Tii;; a+- 1.ire c-'ttcl of evely month.
llo 1u1'f)1qr-r' rictail.s rvj l-1 l:c ca.llrrl for' &s^ far as rvithholding tax on
intc:r'r-:st is c.oncerneci. f rrrtrst ernohet size here tlLat, under lto
circunrsti!!lccs shotrici therse itrr:t.i'Ltttjons use thesc funds fo:: trarij-ng,
I'hc: funds crori.:;ti'iutc Gcvel'nmcn'1. l'evenue wlri ch tvi 1l be duc aird
pn5,ii1r1u , artci shoul-d be strict.l y treatccl as such .

Lir, Si:eaker, iirtercst j,ncoirie paid to baul;s, f irianr:ia1.
institutions, and br-rildi.ng socj.i:ties, ellgi:ged 1n the busilless of
bolrovring zr.nd ]enditig incney .,,;i.i I not bc. subject tc tlie viitliholciing
tax, so thrat, for thc.m tirey ',r'i1r retu:.'n tireir busit:e.ss ittcoirre at thc:
enC of tlre year in tlte usual n)anlter.

As usual with aIl f crrns ot vithbolciing ta>res, banks, f inanciai
institut j.ons and bu.i ltli.ng socicties r';i11 5. 3e;;r.tj I'cd to gi-"'g' a
cel'trfica-te to tbe perison u,hose j.ni-...ic:st has br:cn subject 't.o the
Lax incli.cating the gross and the amount ri'ithhelci.

f n{;erest inco;rre r,,'hich is exempt from tax rvi11 rtot be sub.iect
to rvithholcli.ng tax. Persons holciing accounts lthich are tax exempt
will have to obtain ccrtificatcs to this effect from the Corrynissione:'
of Income 'fax to autho::ize tLre bank, f inancial ins;titutio:r or
bui.)ding society concer,led not tcr withhold tax. The decisiott to
introduce rvithhoiding tax on ititerest has necessitated a re-
appl'aisal of the tax exempti<;n status of l{ousing Development Bonds
interest. The decision reached v/iis ttrat there u'as no lonlJcr a

.jus-;tiLiable reason for its fu11 excrnption and that interest on
Ilousjng Development Bonds should also be subject to withhoJ.ding
t.ix at l-O%. Unlil<e tlre othel' f orrns of iuterest, ltoweveL', Ilousing
Development Ronds interest whj-cli gr:eIif ied for tax exemption
previously v;iI1 nol bear this &s the final tax. This means tttat
ifter the s,ithholding tax at L07o, that interest s,ill not be subiect
to further terx on tlte gross limottnts.

The new tax c.omes :lnto cf fect frorit midnislrt tonight.

Severr ilr , invcstrncnt dccluct j.ons . Iror man]: years now, Kenya
in{rrst.rial j sts have conplained that it is unf air to give j nvc.strrrt':nt
rlccluc.tions to encourai;e the bui lcling of f ectories only otttside bltc
munic.ipalities of Nairobi and l,{ombasa. The argtrntont has bcen tha.t
any ir:vest.n:crrt an5,whcre in Kenl'a i s good i-nves1:nrent f or Kenyars
developmettt irnd llone should not be discouraged.
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TlIt; i,lIni3u.]lt iuJi irll]i,'t;iii 1cri.';,
'I'h,c cit:rttcgy \yirl; clevr:1oi;cti a d

rrl:uitrf itctrtl'1rrg J.rtr.lrir.; i;ries :sr:t !lp
ln1rrg tbo I'ecour'l/j:r-l of thcir;o two
il. In ,'Ltt3r (:lt{;e 1t t'r,:lrti:.J IrS (iclvc.1.n
ssecl cleveloprlrclrt'foi lll&lly (r'(;lrc,r. e

i.32 .- lL,(,,1!:7
ccrr-(rc Igo rvltcn 1L bec[tlrt-: obvlous
1n .t.lrri.:-'olli ttrr.rl l,{ombtsu \.,nre
rntrriJr:J1>n-littoa r;rxetlnres to rr. breni<tlr6
nrcr:t po).1cy to cncoul.rrgo cllstrJ.c i;
<)oii r-i[i j" t'. ]'e D"so!r:- .

95 of the Income
the provlsional
the trrre 1-l_abt11ty

e provlslonal

of the plrenornenal
the Exchequer ls

(
a
i
I
?

Ilowe'.'or, f havc $(ri,lc syurpr.t:lry rv1.'i;h t!re &rgutnent tIat rsthe.r
.. tha"n a-bo.1is!r 1il"rc.';ttnr:tr1. rlr"clrrctJ.cn frorn the tr,.,o miln mrrnlclpalltJ.es
, "*togeLht:r'l tlc r.;ltottitl g.tve lccc)r{ui1:lon to n11 lnvestrnent regnr.ctlessof wlici'e it i.'i .loi:atetl ttitd tllsr.:i'.ltirJ.uabe J.n favour of those inclustrlesthet are ..set up lu t:lre r-rtht._'rJ.- lrr(rir.l-c j.pir1Lt.les. and, tolns. 

.

The lIJ.na.rree lli.11 , there;lorc , centnlns..a elause. t; re-J-ntroclt:ce'inVestme tlt dc.rirrc:t j.onr; tvlt!t1n tl;c mpnlcipal j.tles of. Na1.obl and lforrlresa.The rledrrctj.on u,i1l., ho\vever., be at the.rai:e.of 10% cf n"ri-tirrestmentwhile the rate outsJ.cle the tivo u:uplci.pal.ttiu''s rvlll be increasedflcnr.SOf,, to AA%. -

a

'Fina11y, provlsJonal ta.x paj,nient. Fcr sorne tlme ltow, f havebeen eonsidering rvhether tirne hai iot cornc 'ruhen'bus.tnesses should bernade to pa], taxes lvlthl-n the year of lncnre. After all lndj.vidual
ta.>lpayers pay thelr ta>les by PliYlI Lhroughout the year so rvSy not
btts.i-uesses?

Ilolt'ever,.I wigh,to gLve thls nratter further thcught but.f woulc_llike it known t.hat tlurei lnust corne u,iien Kenyan buslnesses w111 have to
Pa{ tax by lnstaLments rs lt is done.ln nrairy other parts of the worldtoday. .

In the nreantlme, I propose to amend Sectl
?ax Act to require B. larger measure of accur.d.cyreturn... Businesses have tenciecl to pay only B0%
because.of the permltterl error ma.rgin- of 2Afc jn
estimate.

on
1n
of
tlr

^ I propose- to amend the Law to requlre a nrlnlmum of goop accuracyallowing only 10% n:argln of error in the prorrislonal estlnrate.
' ltr. Speaker, the fore[oi.irg ,neasu]'es on lncome tax are obvLouslyggnerous and, cotrsidered together, they w111 lrrovlde me wl6 anadditional revenue of KlTrgB ml1lJ.on.

(s) fnsurance

}lr. Speakcr, I am lrrfornred t.hat 1n spite.ngrolth tahing place in the insurarrce industry,
.u<.ri; gettlng lts falr sharo of thts growth.

Currently, the only direct share that the llxe.hequer gets from'}h* tndustry J.s the Sh.4/- stamp duty'charged on each insrrri'.:ree po11c1,issued. Ilonourable ltembers rvor:ld agi'ee wlth rne that thls 1s & very
sma11 sum cornpareiJ to other dlr..,i:t charges imposed under varlousAcls on goods ancl servlces. In (,r(ler to be rnclre equltable, I hlr.ve
today publj-shed the f nsuratrce (i:'.rcr)clrnent) 81I.1 rvhich lntroduces atax on lttsttrance premiums to be i.norvn n.s !rprenrlurn taxr an'cl rvlrlclr
w111 be charged at the rate of one pclcent of the gross dlrect
premium written by all'lnsurers regi.stercd or author.tsed to uudertal<e
buslness itr Kenya. The tax shall be payable nrorrthly to t5e Pcrlianerrt
Secretary to the Treasury by bunirer!s ctraft sul:mitt;d through theConunlssloner for fnsurance.

This mea.sure rvlIl pro.,'l_de thc
tri81.50 mll11cn 1rr rc-.venue.

Exclrequer wlth &n nddlt j.onal
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