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SPEECH DELIVERED TO THE NATIONAL

JUNE, 2003, BY HON. DAVID MWIRARIA,

FINANCE, REPUBLIC_ OF KENYA, WHEN

BUDGET FOH FISCAL YEAR 2003/2004

ASSEMBLY ON
MP, MINISTER

PRESENTING

12-H
FOB
THE

(1't July, 2003 to 30th June, 2004)

Mr. Speaker Sir,

I beg to move that Mr. Speaker cio now leave the chair'

INTRODUCTION

Mr. Speaker, National Rainbow'Coalition (NABC) took over tlre

instruments of Government in an environment of great

"*pu.tuito"t 
ancl excitement' The team appointed to run various

ministries was higl-rly motivated and determir-red to move quickly

ancl restore public confidence in government' As IVlinisters moved

*ittr gusto, ieality begun to dawn' Not only was the country run

clorrun and the Treasury empty, there was-and still i.s 
? 

l"S"-t^t^t-* 
?l

financial obligatiorrs to sort out' Of irnmediate collcern ls

comrlitmellt oll wage ot'tig"tion*, wlrict-r vrrill be with u5 191 5svsral

;;;;;, ih"t" is also- tne 
'a-pictty 

accumulatecl. dornestic public debt'

whiclr rose frorn Kshs'21ii niirion in Decernber 2001 to l(shs'251'5

billion in Decernber 2002' This debt is sucking a large pa.rt of

revenues in fortn of inie'est payments-. ln addition' we lrave large

claims of unpaid rianiriiies, in" t" called pencling bills' There is

also a large stock oI 
"oni'u"tt, 

some of w.hich were contracted as

late as Novernber, o"t"rni"r' 2002' cletails ol which we are still

unraveling- ArirteO to tnese are sxternal debts' which slood at

Ksl-r.377.7 billion as at 30'n June 2002' This means a verV larqe parl

ol our finarrcial resources is already comrnitlecl-

Tomakematters\fuorse'thestructure.ofpublicexperrditure
vvas such that rlearly "fi 

[*n'"i were used lor consumption and

debt service. Harclly any resources were sparecJ for operations and

maintenance- rne riuie irui *ut allocated for developrnenl rnade it

impossiUte to cor-nplete proiects on tirne'

Mr. Speaker, NABC Government has the challerrge to sort out

15" lln2ncial mess leit tehind by the out-going governm-ent while

improving services to r<enfans' We have to^achieve this feat while

endeavouring to '"0u"; 
'poverty' As NAFIC promised in 

' 
the

Election Manifesto, "nJu" 
ias been restated by H'E: the. President'

Hon. lVlwai Kibaki, tnis witr retnain our priority' The fiscal' lnonetary
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and economic policies, which lshall announce today, have beerr
formulated alter taking into consideralion the current linancial and
economic realities.

Taking all factors inlo consioeralion, I arn convinced vve have
made a good start. However, it will obviously take rnuch longer
than we had anticipated to put national, Iinancial, economic, and
other public affairs in order. To do this, every Kenyan will be
required to work harder and sacrifice for the welfare of all of us,
especially the poor, vulnerable and marginalized.

DOI\NESTIC ECONOIVIY

IVlr. Speaker, let me now turn to the performance of the
Kenyan economy. Throughout the 1ggos, the economy continued
to perform poorly. As a result, economic growth averaged aborrt
2"k per year between 1990 and 2001. During the period, population
growth rernained well above the rate of economic growth and
closed the year 2000 at about 2.4"/".

As will be observed, the last ten years have tleen frarlicular!ydifficult for Kenya. First, due Io increased incidence of poor
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economrc governance, savings and investments declined steadily,
especially after mid 1990s. For example, while the level of savings
and investments stood at 17.1"k and 21 .8"k, respectively in j ggt,
they declined lo 7.6"k and I6.8%, respectively by catenOar yeai
2001 , and are estimated to have fallen further in 2002- The situaiion
arose from a combination of increasing poverty, which rose to 56y"of the population by the year 2000, and declining foreign capitalinflows. The situation was aggravated by withdiawar or oriciat
Development Assistance (ODA) due to rising incidences of poor
economic governance and corruption. As a result of falling foreign
direct investments (FDls) and OD,A, Kenya has been a net expor6rof capital since mid 19g0s- This means Kenya has been paying
more to the rest of the world than she has been receiving Uy wjy o1
capital inflows. lt is unfortunate that this sitr,ration *u. uttt*"i tocontinue for so long, thus clralning the counlry of financial
resources she desperately needed.

Mr. Speaker, faced with Owindling inflow of resources and
rising debl service, the previous government resorted ro increased
domestic borrowing to service external debt obligations. ln an
attempt to remain up-to-date on external debr obligations in rhe
face of falling tax revenues, the Governmenl also slaned to
accumuiate unpaid claims. The combined effect of laxarion,

j
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increased dorneslic borrowing and. accumulatiorr of unpaid
-obligations squeezed the economy into recession where it is today.
These factors have precipitated the worst form of crowding out of
the private sector in recerlt years. For example, in the calendar
year 2001, wl.rile credit to Central Governrnent grew by 19.8%, credit
lo pri\/ate sector declined by 17.3%" Similarly, in the year 2002,
credit to Central Government grew by 21.8% while credit to private
sector grew by only 4.8%.

Mr. Speaker, perhaps, the econorny could have survived if the
Governrnerrt was utilizing the resources it raised lhrough both
taxes and debt, more efficiently. Unfortunately, this was not tl.re
case, which is dernonstrated by the fact that in the 1990s, the
Governrnent was only able lo complete 3% of its annual investment
portfolio, a very poor performance by any standard. ln addition,
debt service continued to squeeze otlter essential expenditures out
of the Buclget. Consequently, public expenditures, net of debt
repaymerlt and interest payrnents, declined trom 237" of GDP in
1990 to less lhan 2O"/" in 2O02. For tlrese reasons the resources
available lo tl-re Governmenl have been inadequate to suslain
existirrg l)r'oclLtcti\re capacily.

Mr. Speaker. as Hon. Members will have noted from the
Econornic Survey 2003, the economy performed poorly in 2002
recording a real GDP growth of a marglnal 1.1%, down from 1.2% in
the previous year. This was clue to such factors as; poor state of
infraslructure, poor commodity prices, especially on agricultural
exports, low ctomestic credit and, political and econotnic
uncertainties relating to the last Gerreral Elections. However, in

2002, intlation declined substantially lo 2-0"k cornpared to 5'87' in
2001 . During the year 2002, irrternational trade declined by 24 'O"h

cornpared to.l 6.2% growth in 2001 ' This is attributed to drop in
imporls of crude oil, industrial machir-res, refined sugar, and

lransport equiprnent, among others' Overall imports declined by

11.2"/" wlrile exporls rose by 9"77""

During the year 2002, growth in the agricultural sector
droppedfroml.3%irr2001loo.7"/"whilemanu{acturingrecordeda
modest growth ol 1.2"k. Tourism grew by a rnodest 0'B% despite
risingttreatsofin1errrationalterrorism'Thetransporland
cornmunications sector recorded impressive performance ,:

increasing its output by an impres sive 22.57", mainly clue to last 
;

growllr oi mobile phone services. lrnproved performance in the l,

irarr ufacturirlg sector is attributed to removal of duties on capital lii
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equipment and basic inputs, together with removal of fish ban try
European Union.

As regards heallh services, Ioral hospirat beos irtcreased by
4.4"k in 2002 compared to 2001 white the HtV prevalence rate
continued to drop, from 13.0% in 2001 to 1O.2"/" in 2002. There were
also significant increases in benefits paid by NHIF while
contributions to NSSF recorded major increases. As [-{on.
Members will appreciate, health and education are tlvo areas in
which the NARC Government would like to pay special attention as
resources become available.

On employment, persons employed outside small-scale
agriculture and pastoralisrn increased by 7.6"k, Irom 6,366.9
thousand to 6,85'l .6 thor-rsand in 2002 compared to 2001 .

Employment in modern sector grew by a modest 1.37" wnile private
sector employment grew by 1.6%.

IVlr. Speaker, during the year, the Central Bank mainrained a
tight monetary pollcy, which resulted in a significant drop in
inflation rate from 5.8% in 2001 to 2.0"k in 2002. The money and
financial markets remained Iairly stable, even though banks
continued to experience excess liquidity, which averaged 46.0%,
compared to lhe statutory requirement of 2O.O"k. This excess
persists due to reluctance by the banks to lenct to the private sector
in preference ol investing in government securities.
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ln the social sector, Cenlral Government expenditure on
social services increased by 18.3% in fiscal yea( ZOO2|O3 compared
to 2001/02. This was on account of additional resources availed to
IVlinistry of Education, Science and Technology in the second hall
of the financial year to implement free primary education. As a
result, expenditure allocations on social services increased lrom
Kshs.79.4 billion in 2OOllOZ ro Kshs-94"0 bitlion in 2002/03, our of
which 7O.7"k was for Ministry of Education, Science and
Technology. The lree primary edr_rcation has reversed declines in
gross enrolment in primary schools which currently stands at
100.5% lrom g0.B% in 2OO2, with standard one ro f ive recording
118.0%, following inrroductiorr of free primary education in January
2003. When private schools are included gross enrolment in
primary schools stands al 1O4.2iL, which vindicales the NARC
Governrnent's decision to lake suctt a bold step. lncreased
enrolments have also been noted in secondary schools, tertiary
colleges and at urriversity level.i
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IVIr. Speaker, on balance oi payments, weak dotnestic dernand

during the year resulted in substantial drop irr imports' The most
affecGd cornmodities being mineral fuels, machinery and transport
equiprnent, food and live animals. How.ever, there was significant
growth in exports of l.rorticultural produce and re-exports' Arising
fiorn these developments, trade deficit narrowed for t5e first time
since 1996 arrd the current account balance recovered from a

cleficit of Kshs.a3.B billion to a surplus of Kshs.4.7 billion. But the

capital account wor.sened lrom a surplus ol Kshs.35.4 billion in
2001 to a deficit of Kslrs.4.5 billion due to sl.rarp reduclion in capital
inf lows.

IVI r. Speaker, as
deteriorated in 2002

explained earlier, the agricultural sector
due to unfavourable weallrer and poor

cornmoclity prices in the world market. This led to deterioration in

terms o{ tiacle by 3.2"L, at current prices. During the same period,

tlre valr,te oI marketecl procluce declined t:y 10 "2"/" wlrich alfected all

haior cornrnodities-
Mr. Speaker, volatility in worlcl oil prices tratrslated into

irrstability in domestic prices of refined products' During the year

crude oit imports cleclined by 24 -O"L while refined petroleum

products deciined by 13"71", resulting in an overall decline oI

ir"pott bill by 22.6%. iotal electricity generating capacity remained

the same .i l,la2-Z ft/l W as in 2001. However, due to improved

weather, actual generation increasecl by 5'2%' rising frorn 4'452'1

GWH in 2001 io 4,685-6 GWH in 2002' ln total' electricity

consumption increasecl by 7.2"/", llrouglr, electricity clrarges to

consumers remait-red unchanged.

I
I

I
I
I

-t
,l

1
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Mr. Speaker, I do not intend to analyze the domestic econolny

any further. Hon. IVlembers have alreacly receivecl their copies of

E"tno,ric Survey 2003, which gives nrore details" This is a useful

docurnenf, url'tic'h Hon. l\Iernbers need to read as it gives the

n"""ra"ry background inlormation, esserrtial lo u nder-statld irlg

botl-r taxaiion and expenditure proposals for the next fiscal year'

POLICY STRATEGY

Mr. Speaker, the NARC Manifesto prornised to lurtr the

economy arouncl, create 500'000 iobs a ye.ar' i,rl1 I::]:l:
p"rtor.",a"" and credibility of the Government' On assutntng

&;;, it beca,re obvious that the economy was so run down tirat

rnaior reforms were necessary in orcler to.put it on a growth path' lt

is for this reason that the Gbvernrnent has lust published of the

Economic Recovery Strategy for Wealth and Ernployment Creation

I

I



t

I
!

6

2OO3-2OO7, under the
National Development.

(iii)

(iv)

(v)

("i)

auspices of the IVtinistry of ptanning and

Trre rninistry has concructed severar consurtarive fora, vvhichincluded a wide range of economic players including, Members of
Parliarnent, government agencies and our development partners.

I!q measures I present to this August House today incorporate
the initial phase oI our economic r.corery strategy.

lvlr. Speaker, ldo not intend to go into more derails of theEconomic Recovery Strategy for Weatth and Employment Creation.
l-lon. Members have had occasion to participate in ine consurtativeprocess and are aware of its contenrs. Besides, these documents
will be distribr-rted to them. However, r need Io mentron some of rhe
main objectives of this strategy, which include;

(i)
(iiI

reversing declines in per capita income growth,
increasing investments, both private anJ ptrblic wnite raising
productivity of capital,
developing a foreign aio poticy lnat rargers poverty
reduction, avoids crowding or.rt the private sector; enhances
lransfer. of technology white strengthening and promoting
domestic institutions,
channeling more budgetary resources to growth and poverty
reducing areas, while prioritizing and rationalizing resource
a llocatio n,
maintaining stable macro economic situation, sustainable
balance of payments and public debt both local and external,
and ensuring government borrowing is consistent with fhe
desirable monetary policy,
creating an enabling environmenl and incenlives for
investors,
promoting exports, and
restoring and maintaining sound relalions with development
partners.

(v ii)
(viii)

Mr. Speaker, achieving these objectives requires financial
discipline, corraboration between pubric and private sectors andhard work over the next three to four years. ln addition, these
objectives are essential to the rearization of the NAHC goars of
creating 500,000 jobs a year. rt is for this reason that I have-chosen
this year's Budget theme as ,,Working together to regain high andsustained Economic Growth.,, On its [art, the Governme-nt nas

:

_)
ii ''
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set various rrlacro-economic targels for the period 2003 to 2O07'

which include;

(i)
( ii)

an annual average real GDP growth (ale of 4'7"k,

raising annual inveslment rale lo an average of 17 '7"k lo
achietie an average of investmenUGDP ratio of 23 '3"k,

raising annual si,rings ratio from 1O'7"k in 2002 to about

15.8% in 2007 and export growth on annual basis to an

average oI 5.Bol", during the recovery period,
rnaintiining reai privaie consumption growth at about 4"47"

and ensuriig a decline in consumption/GDP ratio, and

reducing Government consumption to GDP to a target level

of 14"k while raising external resources inflows to at least

US$2,221 million a year to cover the savings and investment

gap over the next five Years.

( iii)

(iu)

(v)

IVlr. Spealter, these macro-targets are based on various sectoral

targets with the lead sector expected .to be buitding and

coistruction, wlrich, on average is proiedted to grow al 16"71" per-

annum, followed by rnanufactJring with a pro.iected growth rate of

8.6% per anrrurn" Due to a numbLr of structural arrd institutional

problems, agriculture is expected to grow by 3'1% per annum'

infornration ind Cornmunication Techrlology is expected to grov'r

by an average rate of 5-0% per atlnurn' Wlren realized' these

iarg"t. wilt 6duce tlre share of Agriculture [rotn about 24'17" of

GDP in 2O01 1o 22.2"k in 2OO7.

tt/l r" Speaker, to realize these targets the Governtnent will need

to irnplemerrt allpropriate policies itr a consistent and sustainable

rnanner. ln this context, the neecl for enlrauced fiscal cliscipiine and

committed rnanagement cannot be over emphasized' To support

tn" t ey economii players in the private sector' the Governrrlent will

need to play its facilitative and iegulatory role rnore efficietrtly and

impartiaily. lrr this corrnectiott, every public officer will be required

to perforrn his or her functions irnSiartially' Favourirrg friends and

relatives through their public otfices will be prohibitecl' The recently

enacted Anti-Corruption and Econornic Crirnes Act arrd the Public

Officers Ethics Act, 2003 are expected to address this particular

concern and ensure Public Servanls serve the public and not

vestad interests.

Mr. Speaker, based orr the strategy outlined in lhe Economic

Becovery, various reforms are plannea as. detailed under each of

the sectors. in my speech today, lcan only highliglrt some sector

reiorms. t
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IVIANAGEIVIENT OF FISCAL POLICY

lVlr" Speaker, consistent with our Economic Recovery
Strategy, the management of public resources will be restructured
to ensure that the tax flrrrden is gradually reduced to a sustainable
Ievel and made more equitable. On expenditures, the Government
will seek to realize value for money on public investments. ln this
regard, we note with disappointment that for many years, the
Treasury has continued to release money to ministries without
assessing what the ensuing expenditures have achieved or
created. This concern was conf irmed by Public Expenditure
Fleviews conducted in 1997 and again in 2002/03. These reviews
show clearly that the use of pr,rblic resources has not achieved the
desired objectives. ln the first place, little prioritization was done
when budgeting and no efforts were made lo ensLrre timely and
eff icjent implementation of public p(ogrammes and proiects,
Secondly, even in cases where projecrs have been completed, they
were hardly ever used optimally due to combination of lack of
recurrent resources, and unreliability of resource f lows- Thirdly,
though a l\flediurn Term Expenditure Framework (wITEF), was
introduced in 2000/0'l whiclr was expected to tead to more
predictable allocation of resources with more predictable Flows,
this system appears to have been only honoLrred in breach. Oltl
habits continue to dominate expenditure management"

IVlr. Speaker, the combined effects of inappropriare allocation
of resources and unreliable resource flows to spending units,
together with indiscipline in financial management, have all Ied to
the wastage we see today. Stalled public projects can be seen in
every major town. These proiects, which are aI varior.rs stages of
implementation, stand out as a testimony of our past financial
mismanagement. They also represent a Iarge volr"rme of sunk costs,
which continue to be used by cralty contractors lo make more
money Irom the overburdened taxpayer through penalty charges.

Mr. Speaker, as part of our Economic Recovery Programme, the
NARC Government will pay special attention to quality public
expenditure management. The gap between expenditures anC
available resources will be narrowed in order to reduce pressure on
dornestic borrowing. This is necessary to make budgeting and
budget execution more predictable. I am therefore purting the line
ministries on notice. They must observe the following:-
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(i)

(ii)

(iii)

(i")

(")

(vi)

include in the budget only tlo:: 
'-proiects 

and

;;;;;,";t which t'ev- t'a'e capacitv to^impleme nt;

irrcur expenclitures on'iy on progralnlnes and proiects'

wlrich are in the budget;
be {ully accountable 

"fo' *f-t"t they budget for' in other

woras, ttreY have to be accurate;

accounting otficers tt=";;" i;ev buclqe.i fol all essential

expencliture. uno t"'''i"Li '"'omitted 
items will not be

funded uncler supp'"rnlnt"'y estimates unless they are

emergencies;
Treasury will not accept new proiects.or programmes'

after tlre Printed E;;[t"i; are -finalized; 
nor will it

;;i;;"; creation or new Pending bills;

save for restructurin!" til' "uti"nt 
larg'9' stock of slrort-

term domestic der:t, tYhe'C"ou"rnt"nt witl only borrow for

investrnents; while rh"r,I"r- borrowing will be conlined

to closing '"u"n"''g"up*"u':iti"g 
from seasonatities in

revenue collection-

[/tr. Speaker. as part of ::Tt'"'.'l: ]rublic expentliture

manaqerrlent, llre Govelnt'"nt rruill irr the- course of this year'

Drepare rnocJalitiest"';ti;;;;;nalize Public Expenditure Bevieurs

ipf R=t. and make tlrese reviews an annrlal feature' ln luture'

i"rori." allocations 
'"1'to - t"ti"'*"n oI public proiects and

Droqrammes will be tl'"0""rl'rtow-wetl a ministry has used

i.rorr""= previouslv "il;:";ii" 
ii' tn aooition' ministries rreed to

ensure the experrditui"r trrey incur .generate 
rralue for money'

-foriuarcJs tlris end' tn""iunt"i'i'y o{ Finance' in con!urrction witlr

t\/l irri stry of Plar rning'"tt'"n'"l""ll Developmer rt' will ; t'ttliltilierral ize

a svstern for public t-oJ"J'i"" trackinq' Tlris systern will be

-t^cirrnarl to check rrvhetlrer allocatecl '"uoti""t 
reach the inlended

"oli',.ii.-'ott"s and with wlrat effects'

lVlr. Speaker' revenue including A-in-A' has been growilrg at

Iess than 2"k p.a. fo ].,'int'in 'n 'pp'op'iltt 
flscat balance and

reduce pressure o-n Jomestic bo'ro"linE' growth of public

L=, 

" " " 
0,, L 

" ; _rg l, f ,iil tj:: U*' ;l * * xJil: i.,'lllx
calls for errhatrceo
need to prioritize 

""io""i'"l*t: 
^l;,X;t5[.f:tt:Xil;:l

i^0"'1"'p,'r" has been worsened.bl u?ltrr"r. on proiects and

;?:?":ffi" iHJ,::H.,:?r.l Ti_,1-:::;;"; wirr neeo to ne

Ioli"=."tt to irnprove budget execution'

- - -.---+-+: ---.



management,
partners, is
inforrnation
hand with

operationalization of an updated country Financial Accounrability
Assessment (CFAA) progratnme. As part of this, lhe Governmenl
will table before this Augrrst House the following bills for deLrate:
the Governrnent Financiar lVranagement Bill, 2003 and the Fublic
Audit Bill 2003, both of which will replace the Exchequer and Audit
Act, and Procurement and Disposal of Assets Bill, 2003" When
passed, these laws are expected to significantly enhance both
transparency and accorrntarrility in managetnent of public
resources. However, we need not wait until these bills are enactedinto Iaw, improvetnents shor-rld start today, if not yesterday,
tomorrow tnay be too late.

lvlr. Speaker, I cannot over emplrasize the need to prioritize
expenditure composition based on the neecl to maximize
soclal/economic rate of return- ln this regard, every public officer
needs to appreciate that the only vvay we can hope to inrprove
services rendered to Ihe public and pay public servants better is
through increased economic growth. For this reason, expenditures
wilh the highest returns should come firsr.

To assist in improving the expenditure
Treasury, in consultatlon with our development
working on a program to improve financial
managernent system. This vvill go hand in

I1/lr. Speaker, rabour costs have signif icanr impacrs on rhe cosr
of doing business in a country. For this reason, the Econornic
Recovery Strategy, recognizes that the existing wage policy and
guidelines are inappropriate in a Iiberarized .uix.t 

""onorr,y. 
Tnu

reason iS that they target ernplgyees as a groul) and clo nor takeinto consideration productivity either at nationar or Iirm rever-
Therefore, their operations may be responsible for making Kenya
one of the most expensive rabour cost countries in the regiJn. This
has adversely affected our competitiveness in the inGrnationatr
markets and has urtimatery hurt growth of formal emproyment. r am
therefore proposing a thorough review of the current wage poricy in
the country- The review wirr cr.rlminate in initiating the necessary
reforms to wage policy ro make it consistent with a riherarizeo
market economy. rt wiil arso make Kenya compry with inrernationar
best practices.

lVIr. Speaker, the public lransport system in this country
c_ontinues to experience turrJurent times. Attempts to remove the
Transport Licensing Board (TLB) last year saw an upsurge of illegal
groups. Each of these groups has sought to take contror o, rouies
and introduce own fees ancl charges. Some groups wenl as far as

- 10 -
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claimirrg to owtr the various public roads' As the sector rninistry

;;;;;"1 tl.'e app'otxiurt J"r'ii" trarrsport policy' it is necessary to

retairr the TLB. t*t"tis 
- 

aecision i-''s been arrived at after

consuitations with tne rJ"'"*t 
't"k"t-rolders' 

ln the meantime' the

tees charged under'thl Transport Licensing Board- have been

reintroducecl" During the next fiscal year' the stakeholders will

undertake f urther consullations and develop the necessary

procedures toI. ticensiig, i"""ity' ancl controls' which will apply to

public transPort oPerators'

SEGTORAI- POLICIES
II\TPROVING GOVERNANCE IN I\iIANAGEI\lENT OF PUBLIC

l\ilr. Speaker, good economic' political' and social governallce

is essential to improving-overall management of public affairs'

Furthermore. good gov"':nun"" is also necessary for creating an

enablirrg errvironmeni tor. f i'ate investors' lt is atso critical to

faster econornic growth and poverty recluction' For these reasons'

the Gorerrrrnent will ;;;;;; "ir"ttt 
in its endeavour to achieve

this goal- As Hon' fi/lembers are aware' we have already startecl'

Since the Iorrrlation oi- ttle rtrnnC Governtnent' several policy

initiatives have been 
'f 

'unlf''rtO 
to aclclress instances of bad

governance. These include:-

^FFAIRS

(i) enaclrrtent o

(; i)

(iii)

( irr)

(")

tooeiher rruilh the Public Otficers

alipoint'ns'''t oI a Task Force on Public Collections or
f Anti-Corruption arrcl Economic Crirnes Act'

Etlrics Act,

X;;ilH";:t "- a cornrnittee on rruth' Justice a.d

:;::LilHit, t"'"'"1 corrrnissions' -includins 
a Judicial

ty.I;;;;it; on tt'" Golclenberg scandal' and

re-launching or tlre cJnstiiulioi'r Review p.rocess which was

derailed and stalled";;';;-;;rl up to the 2002 General

iiections, to narne but a few"

ln tlre corning Iirrancial year' the Goverrrment rnrill operationalize

Arrti-Corrupticrr ct'-i#i"n arrcl ''Iot" 
forward raritl-t

imolernenlation of tt''"'anti]iol'ruptitn anO Economic Crimes Act' lt

* i ii,r,o I a u n crr ru I I i'';i ;;;;$ffi ll:, Offi 'J5:T;:J":t i:Ji;
;;;il.-'n aclclition, the Government

indepenclent National Human nigftts Comrnission' The Governrnent

will also establish t^" Jtit"t'"iir* 9'lnydsmah' 
Tlrese rreasures

together *'i16 uricle ;;;';; J'J'J'' Reforms' will airn to ensure
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equality of aI before
this cor-rntry-

the law and to make, rule of law supreme in

(a) PUELICADIVIINISTFiATIoN

. trVlr. Speaker, Ihe government is coi n sri t ur io n ar ca oa c i ty. orlr 
" 

p, oii"' .ui;fl f 
,#:1",; 

ilH:?[X,il:in formulation and i.pru."nta;",;,;;"L"rernment 
poticies anoprogrammes' Howev.er, coming from a history of weak institutionarcapaciry toserher witrrunwiiii;;;;;;.r;, enforce taw has createdsome impediments. For this i""r"".Lmake sure there is a crear uno 

"rr-""-tir; ;:;::ff,:r;J:n:HL llnecessary to create.a r"uur pruvini'iiJ,J.ror.a, economic players.ffl?ii';:# t:l [yrl.ly; ;;;Y',;i',i, ,o ,nvestors ro maximize
already 

"rtrori.iuo'nvestments' 
In addition, the Government has

, n 0'." s, i" r i ;;;: " H ""?Tffi ;i:[ :: ;:;, ",L : ? m ;Xhf.l,;H;
f pec.gs and recommend approprirr" 

",nr"i m pe d i m e n r s. Ba s ed..o n . ; ; ;i; r; ; ;i ; :;: H j ""ff:; lx::I, l:flsimptify ancl rariona,i." iri"r""r"'r.n,l]r,,"ns, enforcemenr andarbitration procedures, to make *,i, 
"oJniiy more investor friendry.

"",, " 
*ll.t"?,".T" 

r;ili G o vern m e n r w i I r co nr i n u e vv i th rh e r\r i fi i ster i a I
p ro s ra m m e ;;,.' ;;: :XT i: qtJh" 

r:,fl, 
lr" ;:lf ffi ;.":ffmore focused, efficienr,,aro Lrt""iiJ", in'lu.ui"" detivery. This. as;IXB:I.X:S#;:; i;,,^ 

pr.s 
i oeni o;;;;',;" orricia r ope n in s o r rhe

and 
. 
developing a 

"'9'',u 
undertaking detailed -iriril.i"i'r:;;;",

service. _rtrena for. assessing product,rl,, 
_i" " 

r,r=0,,"
As part of this reform lhe Government, in collaboration wilh$::i:?T; I i:;ffi 4, "1",1ffi.1i*]: ",. 

e n t a n d t ra i n i n E

(b) PuBt_tcENTEBPRtSES

Mr. Speaker, this country has a IEnterprises manv of *1'"ii-)-'^l':^" ". targe number of Fubtic
contrary to oriqinal .yi]:l are engaged in commerciat acriviries.
er"r,.l iur"t;;'ilHf ,?11-u"1uti 

on s' majoritv ot trem oeJ",iJ'"r'ln"
tocatty-aio'Jr,uril,u'nuncial survival' Some have borrowed, both

51 -" l,ia, ",", ; ffi , # j#li" 
;1,: : ::X :,", il.? : fl:: ii l"i:tt i:;;ffi :'1'"'"1,1r,0"x';"o.io*:um;xff j"fixr'ff d,Lih:

I
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Tlris enabled pr-rblic enterprises to be treated as caslr cows such
that even nronopolies with captive markets made losses.

Mr. Speaker, my message to management of tlrese
enterprises is slrort and clear, "lt is tirne each one of lhem proved
lris or her worth, the Kenyan taxpayers need a breal<". Accordingly,
NARC Government will not allow any of thern to be excess baggage
to the Exchequer. Eacl-r of them will be required to add value to tlre
economy or be wound up. Towards this end, the Governrnent will
concluct a cotnprehetrsive review of public enterprises with a view
to reforrning those, which are still needed in the public sector. For
those no lorrger necessary and wl.riclr need to be privatized, their
sale will be conc.luctecl in a lransparent and accountable tnattner. lrt
all cases, where privatization is neecled, Kenyans will be given the
first opportunity lo buy a stake thrciugh floatation in the local stock
exchange"

Mr. Speaker; to
corrducted according

ensure the privatizalion programme is
lo expectatiorrs of Kenyans, a Public

Enterprises Privatization Bill will soon be tabled before this August
HousL lor consicleratiorr and enaclment. The primary objective of

tlris Bill is to builcl a consensus alnong stakeholders and econornic
players rruhile setting clear privatizalion procedures' lt will also
provicJe legal procedures ancl moclalities to underpin the
privatizalion process. For critical enterprises in the pulrlic utilities,
ih" Gou"rnmerrt will seek to build public and private sector
partnerships- where necessary the Governlnent will prolnote broad

basedor,rrnersl-tip.rrul-rilernairrlairrit-rgfinancialviability.The
Governrment will also hire cirief officers (CEOs) on basis of

perforlnalrcecolllractsoflwotoliveyears.ThesecontractsWill
specity the expected achievements of those appointed to head

public errterprises-

As part of public sector refortns, the Government will be

seeking to restructure all aspects of these enterprises' whellrer

operat;nal, institutional or firrancial. in the rneantime, ntanagers of

public enteiprises will be expecled to give reasonable returns on

irrvestrnents uncler their care. In tlre case of enterprises in health

and eclucation services, the focr-rs urill be on improvetnent of quality

of services Provided-

AsregardstlreEnergyandTelecornmunicationservices,
these have lreen some of the most disappointing areas' Contrary

to expecled results. enlerprises in lhese sub-sectors have been

rnaloi obstacles to private sector operators' Though they have

I

i

i

i
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huge investments, they have been characterized lry poor quality,
unreliable, and high cost services. This situation cortlinues to hurt
both the private investors and the economy- The major problem
here has been poor governance which the Governrnent has already
started to correct. In the coming liscal year, the aim will be to
restore the affected enterprises to financial viabilily. ln the
rneantime, to assist investors, I will be announcing some Iiscal
measures to mitigate poor services in these critical areas. lmust
however, hasten to add that I do not believe the soltrtion to
inefficient prrblic enterprises is to give them duty and tax
exemptions. Where Ihis has been done in tne past, such
exemptions have tended to increase obscurity, or lack of
transparency, irr their operations.

(c) LOCAL AUTHORITIES

. lvlr. Speaker, I-ocal ,r\uthorities play a critical role in economrc
growth and development as they provide services necessary to
investors at operating Ievel. Tney also promote participatory
dertocracy and can have signilicanl impacts to poverty allevialion
if they are efficiently rr-rn. ln recognilion of this irnporlance, a LocaX
Authority Transfer Fund (LATF) was introduceo in 1998 Io lacilitate
transfer oI revenues to thern. The lransfer was based on
expectation that the LATF resor-rrces would enable the aulhorities
become primary vehicles for implementing successful community
based and driven development. Though the transfer has had a
measure of success, there is need for improvements. ln particular
Local Autlrorities need to move faster and improve their revenue
hases-

As Hon. members are aware, the Draft Constiturion proposes
Io give Local Authorities enormous responsibilities, as part of
devolution process. As we await the f inal outcorne of the
Constiturtional Review, it is obvious that many of these aurhorities
lack the capacity to deliver quality services 10 the public. However,
irrespective of the outcome of the Constitr-rtiona I Beview, the
Government is fully committed to further strengthening of Locai
Authority capacity to deliver essential services. This is critical to
generating economic growth throughout the coLrntry. For this, the
Government will seel< to clevelop greater partnership between local
authorities and their communities so that they can iniriate and
implement local level economic and social development
programmes. One area where urgent aclion is required is in
improvement of their financial and institutionat viability to mat(e
these authorities agents of social change.

I
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Mr. Speaker, during the Financial Year 2003-2004' tlre
Government will lransfer a total of Kslrs.3.75 billior-r to Local
Aull.rorilies througlr LATF, wlriclr represents a 25"k increase over

2OO2IO3. lt is rny expectation that lhese LATF resources, in
cornbinatiorr witlr own revenues, will be used to inlprove the

livelihoocls ol people throughout the country. Since the atnounts

allocal.ed lo each authority is publislred in press, I would like to
encourage resiclents ol tlre recipient local authorities to lollow
keerrly on how the moneY is used.

I\r1r" Speaker, tlre governance of institutiorrs, which lhe N'ARC

Governmenl has establislred, such as Anti-corruption Authority,
will assist ancl irnprove use of the translerred resources. However,

lhe responsibility to ensure proper..use lies with the recipients" lf
not properly utilizecl, the affected buthority will not access future
LATF luncls. lrr clue course, Treasury will put in place a monitoring
and erraluation prograrnrne to assess how these t€sources have

been used. This irrformation will fortt a critical input in the design

of f r.rlrrre i nter- goverrllnerrlal {isca I re la t i otrs.

(d) PUBLIC SAFETY, LAW AND OFIDER

(i) Agents of Law and Order;

l\flr. Speal<er, tlte Governtnenl recognizes the critical role

played by Lffecfive mainlenance of law ancl order in the socio-

eco.,on-lii ancl political life of lhis country" \iVitlrout sectrrily' there

can be no economic grornrth or poverty reduction- The situatioll
has now becom" *rn importarrt witlr increased threats of

terrorism. We therefore need to improve the capacity of our

agerrcies of larry anci order to cleal with arry tlrreat lo peace- and

rirfrifity, irrespectirre of its origin. Unfortunately, tlrey have been

r.regleciecl for rnarry years and will tal<e time to reverse the trend. lt
lras also been cornpounded by inciderrts of bad governance leaditrg

1o serious uncter ftrrrcJing and inappropriate procurelnents of their

basic rreeds.

It is for these reasons that the NABC Governmetrt utrdertook

early reorgarrization of tl-re police force lo make it more focused and

effective. ln tlris encleavoui, r,ve believe lhe starting point sl-rould be

in improvernent of lhe quality of personnel who ioin these agencies

or departmerrts. The recent transparent recruitment of neW officers,

is bui the begirrning of a long journey aimed at improving both the

calibreandtheimageofourforce'Wewillcontinusrnrilhrelortns'
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but in so doing, I would like to assure Hon. IVlembers that the
Government will be fair and transparent, in enfcircing the law. As
part of these eftrorts, the government has allocated additional
resources to start implementing a medium-terrn programme on
operations and maintenance, housing and equipment
modernization. These measLrres will be enhanced to equip our
police force and develop the capacity to meet both the existing and
emerging challenges.

(ii) Judiciary

IVlr. Speaker, fair and expeditious ctispensation of jusrice, that
is accessible by all, is a necessary componenl of econornic grovvth
and poverty reduction. Already the Government has started
reforms in tlre Judiciary, which will be deepened and expanded to
enable it clear the large backlog of cases currenily pending in our
courts. Needless Io say, delays In hearing cases have been one of
lhe major injrrstices in this corrntry, which we must address openly
and honestly. To improve the sitr-ralion, the Government will, over
the next three years, take several measures, among thern, to;

(l) recruit and lrain more prosecurors, and equip them ro
enhance their capacity;

(ii) decentralize public proseculion services ro speed Lrp rhe
trials;

(iii) modernize court registries, in particular, the business
registries;

(iv) strenglhen Law Relorm Commission and improve ctrafting
capacity;

(v) undertake extension of court physical facitities;
(vi) ensrrre civil litigation is faster, more efficient, accessible, and

allordable;
(vii) identify and promote use of alternative dispute resolutions;
(viii) develop and implement a lramework to strengthen

enf orcement of judgments;
(ix) ensure speedy and affordable commercial justice system;

and
(x)

(iii)
clevelop children's courts and institutional support.

Nlr. Speaker, improvements in our prison system, to reduce
and ultimately eliminate inhuman conditions are necessary and
urgent. Prison f acilities need rehabilitation to make them
correction centres and not dens for hardening jailed offenders. For
these reasons, the government will, both in the irnmediate and
medium-term, undertake ratlonalization of the prisons

Prisons



management, fully implement the Community Service Orcler Act'

"*prnil 
prisons through conslructiotr o[-tnore space arrd residential

housing for staff,, ancl recruit arrd train rnore officers while

retrainiirg those already in service- This will be done in landem

with irnprovements of facilities for the inmates'

AGFIICULTURE AND RURAL DEVELOPMENT

IVlr. Speaker, as Hon. Members are well aware' agricultural

sector ao,',ii,-ruu, to clorninate the ecorromy' lt has also been otre

oflhernostabuseclsectors.Consequently,oureffortsloeraciicate
poverty must f ocus strongly, on making agriculture nlore

producti,re arrcl betler orgarrized to enlrance its cornpetitiveness'

We recognizecl that, despite being so critical, the sector has

experiencecl a number of clrallenges, which include;

(i)
(ii)
(iii)

high clependence on rainfall,
out-of-clate ancl inappropriate teclrnolo gy,

irraclequate furrding lor research and exlension with poor

lir-rl<agebelweenresearchfindirrgsandfarmingpraclices;
*any- Uut outdated laws arrcl regulations with weak

,'.!riat"ty capacity for managing liberalized rnarket' going

t',ai.t-in-t'lancl with unfair tracling practices' whiclr include

free im1:ortatiorr of subsiclized produce frorn developed

ecorromies;
poo, gor"i,rance in key agricultural institutiorrs' inclr-rcling

it"rn 
" 
Jop"rrtives atrd development Ii na nce corporati ons ;

poor arrd irradecluate inf rastiuctur"e' learlirrg 16 higlr costs of

productiotr,
i',igh in"1.1""". of illV/AIDS whiclr is affectinq labortr

productivitY,
[oo, ,"""ti to credit due to high risl<; and

poor tnarketirrg arranqerne nts'

(i")

(")

(";)

(vii)

(v iii)
(ix)

IVlr. Speaker'. of particular concer.n..lras been Lhe elfects oI

poor. gor"rnatrce in tliis sector, especially with regard to' sugar'

ancl cereals. ln tlle p'"t,- p'ut"ired traclers have beerr allowed to

import some ol tnese co*''.todities' free ol duties and taxes arrd

sell them clreaply ,t ti" "'p""se 
of local p.roducers' This practice

has corrsistently driven pi;;;";t prices below remutrerative levels'

thus underrnining t;;;";;' incornes while discouraging local

procluction- Consequently, tlris is one. area' wlrich the Goverlrrnent

will give special attention in order to protect fartners' tn this

connection, no trader will be allowed to import cornmodities free of

r
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l\ilr. Speaker, other measures aimed at enhancing prodtlctivity
in agricultural sector include:

(i) ratiorra lization of the roles and funcrions of key agricrrlturaI
institutions to minimize duplicatiorr; (ii) harrnorrization of
government intervenlions; (iii) enhancement of collaboration vyith

the private sector and clevelopment partners, to implement and
monitor programmes and pro,iects in the agricultural sector; (iv)

improvement oI good governance in the management of
agricultural cooperatives, particularly in coffee sufJsector; many of
which have been run down to the disadvantage of farmers, and (v)
revival and strengthening of larmers' support institutions such as
AFC, and KCC.

IVlr- Speaker, lately, the country has experienced severe
flooding, particularly in Lake Victoria Basin- This has affected
agricultural production in that region which will require extensive
attention. lt will, therefore, be necessary to take Ilood control
measures. These will include construction of dams and dykes
along the f lood prone areas to direct some of the water to wells and
pans. To further support development of agriculture, tlre
Government will; (i) finalize review of the lrrigation Act to facilitate
greater participation of farmers in irrigation schemes, (ii)
rehabilitate neglected irrigation schemes and increase production
of crops, such as cotton and rice; and (iii) develop an irrigation and
drainage master plan that will facilitate coordinated irrigation and
drainage expansion.

duties and taxes. unless such commodity is duty-free in the tariff.
Secondly, I will shortly propose measures to deal with both
substandard goods and diversion of transit goocls, two of the most
notorious conduits ol illegal imports.

IVlr. Speaker, on low procluctivity, the government will institute
legal and institutional reforms in the sector, with special attention
going to proliferation of out of date statutes which hinder
op*ritionr in the sector. In addition, resources will be availed for
increased investments in infrastructure, extension services, input
access, research and training, among others. The Government will
also encourage and promote greater collaboration between
research institutior.rs and otlrer service providers. Besides,
resources will be allocated for rural access roads to promote
market access and reduce cost of inputs Io farmers-
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I\ilr. Speaker, in the cash crop sub-sector, serious problerns
exist, particularly with regard to such crops as sugar, pyrellrrum,
coffee, lea and caslrew nuts. To cleal with lhe problerns in this
area, the Government will take a multi-pronged approach to
irnprove earnings from this sector. These will include, construction
of additiorral tea factories wlrere needed, review of the coffee Act to
facilitate quality irnprovement alrd ellcourage more agro-
processing, and Inore rigorous enforcetnent of quality and residue
standards orr horticultural exporis. The Govertrnrent rarill also
encourage diversification of export crops to increase exporl
earnings. ln case of sugar, work is already in progress to find
solutions to current problems. The ultimate objective of these
measur.es is to errtrance productiviiy and irrcrease incotnes to
reduce rr-r ra l poverly

Mr. Speaker, tlre Cooperative movement is a maior vehicle for
irnproving farmeri' income. When well run, t5ey are effective
clrannels through which farmers can access quality farm inpuls at

reasonable pricLs. They are also effective channels for delivery of

creclit to fartners. They also give farnrers negotiation force when

ilrey act logetl-rer. For these reasons' the Governmerrt will give

altentiorr to restorirrE goocl governance! efficiency arrd finarrcial

viability to the cooperative '1svg1r1sttl' 
Consequently, tlre

Oor"r66nerrI c rill, in consultation with tlre relevanl clerrelolrtnent

partners, explore tlre possibility of writing off non-per forrl irrg loans

advanced lo tl.re Co-operative movement by tlre Co-operative Banl<'

The Governrnent will also encourage farmers lo form cooperatives
rrvheretheyclorrotexistinordertoimprovetheirt.rrar[<eiforce.

As we promote micro-finance, there carr be no better channel

for farmers, to access credit than through a stronger, better run

ancl lnore trarlsparent coolrerative tnovetnent' As part of tlris

initiatirre, Iatn proposing a rnaior sl.tift' in the taxation of

ooop"rriirus, under the lncome Tax Act' lrr so cloing' lexpect tlre

cooperatives fo rer-naitr iocusecl in their core businesses' ln tlrat

case, they will enjoy full tax benefits, but only when tlrey pass the

benef its to tlreir members.

Other measures planned for tl-ris sector include buying back

KCC 2000 and restoring its ownerslrip to farmers' and restructuring

of Agricultural FirrancJ Cooperaliotr (AFC)" Tlre Governrnent will

also enact a Micro-Finance law to increase farmers' access lo

creditandtocreatesavingsvelric|estofilltheVacuumcreated
when cotntnercial banks closed branches in rural areas'

ENVIRONMENT AND NATUHAL RESOURCES
I
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Mr. Speaker, Environment and Natural resources suffered the
greatest damage during the last years of the previous Government.
Wanton destruction of forests was perpetrated to the point where
bhang growing in forest reserves was a common practice.
Forestland was also indiscriminately hived off and given as
rewards to friends and relatives. This situation led to a systematic
degradation ol environment especially water catchment areas_ To
make matters worse local authorities failed to collect and dispose
garlrage in towns leading to increased risks to life. To reverse the
situation the Governrnent has already initiated measures to
improve environmental conservation_ In the past, weak
environmental management and failure to enforce environmental
standards and regulations, resulted in severe degradation of lanti
learling to depletion of the natural resorrrce base. This abrrse has
resulted in adverse climatic condilions characterizecl by droughts
and killer floods, as rain water rushed down bare hilts_ lt is now
time to halt lhe ctamage and start rebuildinE our environmenl

lVlr. Speaker, arnong the measures the Governrnent has taken
to stabilize the environmental situation, are; (i) strict enforcement
of laws against logging has alreacly slarted; and (ii)
operationalizing the Narional Environmental lvtanagement Authority
(NEIVIA). NEIVIA is required ro ensure that projects with potential
irnpacls on the environment go through an Environmental lmrract
Assessment (ElA) betore they are impremented. ln acrdition,
environmental concerns will be integrated in land use and
planning. The Government is also working on a new Land Use
Policy which will be announced later and which will incorporate
environmental issues and concerns.

ln the meantime, the Government is taking measures Io
protect forestlands, water catchment areas, and marine eco_
systems. Attention is being given to our lakes anci rivers, to
minimize encroachment and to control all forms of environmental
degradation and pollution, whether from agro-chemicals, industrial
wastes, emissions, and, or other effluents. lt will also initiate re-
aforestation programmes to repair the damage and increase forestcover. In this regard, the Government will work with other
stakeholders, especially the communities living in affected areas to
restore and sr-rstain appropriate bio-diversity to sustain livelihoods
of the local communities. To support measures lo increase forest
cover, lt is necessary to promote alternative energy sources such
as wind, solar, and biogas. This will help ease pressure on wood
f uel as an energy source. As part of this effort, rural electrification
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programme will be provided with adc'litional funcls and e{forts

inte-nsifierJ to give rural communities an alternative energy source-

Mr. Speaker, the National IVleteorological service ls an

important partller irr both environmental conservation and

;;;;ti;" of tlre agricultural sector' Consequently' ils capacity

will be enhanced to better serve the economy' especially- the

agricultural sector' rn lnit connectioll, the Government will; (i)

exparrd the present network of 35-24 hour observing stations' (ii)

i,"pio"" anci modernize its communication systerns; (iii) incre.ase

the early wartring capabilities; (iY) .i.rnprove 
its. operating

"nuiron,.-lLnt 
by reviewing the legal, institutional and regulatory

framework; and (iv) faciiit't" niport of qtrality meteorological

se rv ices.

Mr. Speaker, as regarcls ttre mining :"ditllvf- T,-"lIt itt
operated without ,n 

"tuUt-"te 
mirring policy for a Iong tirne' Tl-tis

has contritrut"o to utlcrliJ*utop''"'it of this industry arrd enabled

its tnisuse rnaking it in"pp'opriate to c.ieal, with^th:,:Y:,t"'
clrallerrges. Corrsequentfy, 

"tne. 
Gover nment has commissioned

work to rlevelop , ''llti""r-rnining 
policy Ior the development ol

tlris sub-secto,' rniJ policy will iiciude cotnllensation for peolrle

displacecl by mining acrivities, ."Ty]l::'l"ttal 
protection' value

addition, techrlology tJ2165Ier, and cletermirration of royalties to the

Governrnent. lt is "rp""*J 
irrrt this policy will encourage-gro\ ith

in tlre sub sector *"'J"*" the local residents and other Ketlyans

errioy berrelits frorn rnining actirrities'

INDUSTFIY

(i) l\ila rru{acturitr g

t\4r. Speaker', cluring my short .p:1l:1 
in lhe Treasury' I have

received a large uorurn"it represeniatiorrs' tnaiority of wlriclr seek

removaI of duties and taxes' However'. ut Hon' Mernbers will

appreciate, it is not p"lttoi" ' '"''o'" 
ait fiscal chai'ges since the

Governtnent oequrres 
*r*e-uen 

ue to render public services' However'

there are only limited t"pp"il"j;tt'? ':,1'-tt 
these clrarges which

need to be used up'iii'giy' We unclerstancl these sentitnents as

originating lrorn a p-i"id"o pltiocr of e^conornic recession' Tlre

locar industries have bee"n ttrrougtr a verv difficult time and are

looking for ways out'olit' Their ploble'''' "'" 
rnacie worse by high

costs of electricity] 
';oor- [aos' insecurity' arrd general
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inefficiencies in import management such as importation of
counterfeit goods together with rising labour costs-

The Government appreciates these problems and is committed
to ensuring that the sector plays a leading role in our economic
recovery efforts, together with poverty alleviation. To achieve
these goals, the government will implement the following
measures, among others:-

(i) develop an export developmerrr strategy that considers all
sectors and seeks to expand diversification of export
markets to reduce vulnerability;

(ii) put in place, by 2004, a comprehensive lndustriat tVlaster
Plan to implement f irst phase of Kenya's industrial
transformation strategy;

(iii) benchmark key inclustries to inrernationat srandards and
slrLrcture recovery efforts for these inclustries arotrnd
international price targets. The foctrs vvill be on resource-
based industries lo maximize the benefits to lhe rural areas;
ancl

(iv) ensure the monetary and exchange rate policies are
consistent wilh our desire to maintain low and predictable
interest rates as well as appropriate exchange rate.

ln lhe meantime, I propose to take several Iiscal measures to
Support local producers in their endeavour to regain their
competitiveness. The measures, which will include changes in all
the three major taxes; Customs, VAT and Income Tax, will be
investor-based. I will also be proposing a measure of general relief
to all taxpayers in order to improve purchasing power in Ihe
country. But I must hasten to add that where tax reductions are
granted to producers to reduce costs but the producers do not
pass the benefits to consumers, I will not entertain any further
requests trom the industries concerned. In addition, lwill reserve
the option to withdraw the incentive at an appropriate time. As part
of these measures, I am also proposing to introduce very strict and
time based measures to deal with all forms of counterfeit and
substandard goods.

(ii) MIicro and Small Scale Enterprises (tVlSE)

Mr. Speaker, these enterprises cut across all seclors of the
economy and provide one of the most prolif ic sources of
employment, not to mention the breeding ground for f uture
businesses and employers. During the last decade when the
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econcmy iaced serious challenges' this sector became the fastest

growing. Toclay, th"#;i;;p;is-es are found in every corner of this

country ancl have g'""'t''pJiJntial to create a variety of iobs while

oenerating *io"tp'n'J "l;;; 
benefits', tt is for this reason that

ilis Excellency the #"J#t' ;;omisect. that the Governrnent will

r.levelop a sesslorla'1;;;; i". .l"y t']: 
policv founrlation ror

developrnent anct imirov"'tent of these enterpris-es' The Sessional

Paper,, which 
't " 

ul'u"'J""""01t"s"' witi inctude a wide range ot

policy and administ'u'i"u matters' Among tlre critical issues to be

addressed are, the '#;;ffi';;g'ruiotv 
irarnework and access to

iinance.

lVlr. Speaker, there is liltle doubt.that a wetl functioning policy

otr tnicro, "'rr 'ii;;;i'; 
sc3t3.lnterprises is critical to

spreacling in'estmenl inio ilt" rural areas' ln particular' they are

needed in us'o-p'ol::;'ii;';1'&::-:!: such sknts and servrce

p r ov i d e r s, w i t h i n 
" 
;; ;;;;i" t : 9:l:al;: il,:," t::: ::' 

o'':'' 
i'" "'l

Io-p.o',ot" these enterprises. ?tt "1:^t:;;";;; ,J ;opropriate
Ilecessary in "'o"'-io 

create [obs' protnote new and approp

technologies-

TOURISI\,1 DEVELO PI\A ENT

Mr' Speaker' tourism is one oi th1'kev growtl-t areas witlr qreat

porenria,,,r T:i;jlrf,:"'"*'gi"t",,Jii:.::si:4ilinJrastructure ls ?

qrowth.Duringt';"t;J'io.l'mont'sJiti'itvear'touristarrivals
io=u bv 257o '"=ni"*'"n 

tn" t'l"li'""'o,l3l''JJ'il Jff:t"l'^

*l"nl*:Yi:1r::":l:'=":"f:1!:ilxi;;";;;l';indirs'lrvraccsa
very bleak tutu'"' an-J *ith il sourc'es oiiivetitroo<Js {or many ot our

people- tt t'irt "rso 
i'ftle signitlcarrt negative irnl>acl orl our balattce

of PaYrnents'

IVlr' Speaker' Government' appreciated the "'datlgers 
of

ierroristn ano rtJs''''I"rl"u t]''' tr'19'"ti1r-tit uno will continue to

take very ti''' itiil''t a!airrst 'lho't: 
who perpetrate terrorrsm'

Flor,vever, rnre do ili'il"t't'i" tnut t'" r'nui*ay io tiqnt terrorism is to

oive-in to ttrreats-oi io tarte ''*"""u' whicl-l irrcrease econorrllc

6roblems t"t 'it" 
pttr' lf anythint' sutr' actions"'encoura'ge

ierrcrists 
'o 

0""'lio'E"Joio i^ ilte horie that people will recogtrtze

rreir causer. wh;;';JilJ 1f 
t. oJr""rrp cotlaborative-errorts to

;i;L,,*"jri'isi:L:,:1:i::j:;:*-:ll""rur':Jll'"J;:'i"'l'"-'"1
PeoPle' The n
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througlroul the 1990s. Wlren the Governmerrt decided to convert
the Treasury Bills into long- term securities, while still raising debt
in Treasury Bills, banks and financial institutions embraced both,
short-term and Iong-terrn governrnent securities. Given the
cornbined effect of econornic recession and rising dernand of credit
by Goverrrmenl, banks and f inancial inslitutions abarrdoned
lending to tlre private sector. Added to this was poor lending
practices clraracterized by poor risk assessment and both insider
and political lending. The end result has been very high non-
performing loan portfolios in our [:arrks. To rnake matters werse,
some of the banks over irrvested in unproductive assets, including
real estate.

I\llr" Speaker, all tlrese factors have continued to deny credit to
the real seclors of lhe econorny. When pressure was put on barrks
to improve returns on tl.reir lending and reduce norr-perlorming
loans, they responded by rniithdrawirrg from most of the rural areas.
Currerrtly, they concentrate in higlr value urban areas and
inveslmerrts in Government securities. Consequently, if the
Gorrernrnerrt has to raise the rate of ecorrornic performance to over
57", rnore credit rnusl be clrarrneled to the real sectors of the
econonly i"e. agrictrlture, indrrstry, tourisrn, elc.

Mr" Speaker, in line with our Econotnic Recovery Strategy,
monetary policy will be expected to cl-rar.rge arrd play a critical and
essential role in developrnent of our econorny. ln accordarrce witlr
lhis strategy money supply will be expected to reach 77", while
rnainlairring irrflation rate at a single digit, below 5%- l\t llre sarne
tirne Governrnent domestic borrowing, from the banking sector, will
be mainlairr erl al 12a". Other measures lo supporl this strategy will
inclucle development of a banl< rate to be used for t-nanagemenl of
rnonetary policy-

(i) Promotirrg neutral ir-r511urngn1 for open market operations
(orno)

IVIr" Speal<er, tlre need to promote a neulral base rate, which
will provide an essential inlerest rate signal lo cotnmercial banks,
is necessary and urgent. Hon. lVlernbers will appreciate that
currently, lranks use the Treasury Bill rate as the refererrce base
rale. I consicler it risky and unreasonable to use tlre dernand for
credit by the Governrlent, to set base rate for the commercial
lending. The stock of Treasury Bills, at any time depends on lhe
short-term Government need for money and has no relationship to
economic fundamentals. lt is for this reason that the Central Bank



should demonstrate to those visiting Kenya thal lhey are as safe, i,
not safer, as they would be rn any part ol the world-

lVlr. Speaker, we have already established an anti-terrorism
police unit, which is being supplemented by a re-organized police
force. We have made plans to better equip and supply the force to
improve overall security situation in the country. ln addition, other
security agencies have been fully appraised on their roles in
fighting this evil. This will be a continuoLls process in which our
police officers will be relrained to improve their relations with the
public who provide the first line of defence. The general public has
a criticat part to play in fighting terrorism, especially when they
freely give information on suspicious individuals and incidents to
the police. I therefore appeal and invite our partners in tourism to
work with us in the war against terrorism. ln lhe meantime, I

strongly think they shor-rlcl withdraw all the negative travel
advisories on Kenya.

IVlr" Speaker, we all know that promoting filming industry is
the most effective way to market a country lor tourism
development. lt is unfortunate thls opportunity was lost due to
unclear paranoia of film makers by the previous regime. To correct
the situation, the Governtnenl will give promotion of filming the
priority it deserves. This is necessary to give the country added
exposure to the rest of the world. However, Iilming will go hand in
hand with enhanced protection of our flora and fauna, a process
which has already startecl. ln addition, to improve security in
tourism resorts, the KWS will be granted fiscal incentives which are
availed to other ttniformed services. The industry will further
benefit from the other fiscal ihcentives which I will be proposing
shortly.

MONEY AND FINANCE

lVlr. Speaker, as I have already indicated, the economy has
been under recession since mid-1 990s. One of the contributing
factors to this poor perf ormance has been weakness in
management of monetary, fiscal and Iinancial policies'

ln most cases, these policies have been part of the problem
rather than solulion. As can be recalled, in early 1990s,
expansionary fiscal policies we!'e soon translated into
expansionary money supply. Efforts taken to mop up the excess
liquidity drew the commercial banks frcm lending to private sector
to investing in Treasury Bills. Unfortunately this process continued
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tlrroughout ihe 1990s. When the Government decided to convert

the Treasury Bills into lon;-term securitie.s' wlrile still-raising.debt

in Treasury gitts, bant(s ai-tO tinancial institutions elnbraced both'

short-term and rong-te'in government securities' Given the

cornbined effect oI ectno'nic-recession and rising clernand of credit

by Government, U"nf<i ancl f irrancial institutions abandoned

lending to the private sector' Adcted to this was poor lending

practices characterizecl by poor risk a.ssessment and both insider
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pertorming loan portfolios in our barrks' To rnake matters worse'
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IVIr" Speaker, all tlrese factors have continued to deny credit to

tlre real sectors of the econorny' When pressure was put on banks
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Currently, they "on""nt'"t" 
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lhis strategy money supply will be expected to reaclr 77o' while

tnaitrtairrinq intlatioir iut!''i a single digit' below 57"" At the satne

time Govern,nent ctomesii" bo*o*i''tg, from the banki,g sector' will

lre maintairr ea at ti"f" other measures to support this strategy will

incllrde developmeni"oia rlant< rate to be used for manaqement of

monetarY PolicY-

instrument for open market operations
(i) Promotirrg neutral

(onno)

l\flr" Speal<er, the need to promote a neutral base rate' whiclr

will provicle ,,-t "rttnlti'i 
interest rate signal to corrmercial banks'

is necessary arrd ,;;u'i' H;n' n4smIgr'5 will appreciate tlral

currerrtly, banks use tfiL r'easury Bill rate as the refererrce base

rate. I consicier it 'itf<V"anJ 
r*'ea"n"Ule to use tlre dernand for

credit by tlre Govern'li"nt, to set basg rate for the commercial

lencling. The stock oi'ii""u'y Bills' at any time depends on the

slrort-term Governtilent need for money and has no relationship to

econornic fundamentait' lt it tor this reason that the Central Bank
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will rlevelort a neLrtral instrument and use it to inlluence the interest
rates charged by commercial banks.

(ii) Cash ratio

IVIr. Speaker, the cash ratio is currently used as a surgical
instrument. lt is used when quick results are needed but does not
promote development of sustainable solutions since it does not

address causes of the problem but simply rerr:oves the excess

liquidity. Accordingly, the central Bank will initiate a process to
phase out tfre cash-iatio so that management of monetary policy is

increasingly conducted through the open market operations.
During thl fiscal year 2003/04, measures will be put in place to
redr-rcL cash ratio to a range of 8% to 67o. However, this will apply

to all deposits, including loreign currency deposits. The decision
to extend cash ratio Io all deposit liabilities is essential to bringing
the best practices into CBK operations-

(iii) Banking Charges;

lVlr. Speaker, section 44 of lhe Banking Act requires

commercial banks to seek approval from the IVlinister before

imposing various bank charges and commissions. unlortunately,
this pari of the law has been only honoured in breach' I am

thereiore directing the Central Bank to immediately enf orce
compliance with section 44 of the Banking Act. This is especially
necessary where there is inadequate competitlon as the case ls in
Kenya. I have been persuaded to invoke this section in order to
balance the equation in this important industry.
(iv) Exchange Rate IVlanagement

IVlr. Speaker, an appropriate market determined exchange rate

is essential for assuring policy credibility and confidence in

monetary policy management. For this reason, the shilling
exchange rate will continue to be determined by forces of demand
and supply. The Central Bank intervention will be limited to
instances where and when the movement is identifled as being
inconsistent with economic f undamentals.
(v) Low Savings and High Lending lnterest Flates
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The- current very low deposit inierest rates are not

remunerative enouglr to encourage savings' On the other lrand' the

lending rates have remainecl too high giving the banks high interest

rate sfreacJs. We believe this untenable situation arises frorn lack

of aclequate inforrnation on Part of creclit seekers' lwill tlreretore

require the central Bank to request banks to clisclose their savings

ratestogelher$/ithminimutnandmaximurnweiglrtedlenditrgrates.
This inf6rrnation will be monitored closely by the Central Bank to

improve transparency in the banking industry' We believe this

irrlormalion is necessary and should be availed to the public'

("i) Notr-perforrningloans(NPLs)

I\ilr. Speaker, the problem of. non-performing loatrs in the

bankingSectorcontinuestopersist.llravenodoubtthesituation
can be'significantly improved with more responsible behaviour all

rouncl. The currenl problem of non-performing loans can be

classified into four categories, namely;

(a) those in barrks where shareholcling is predorninantly by the

Governtnent ancJ the Co-operative tnovernent;

(b) restructurecl ancl reoperred banks;
(c) those in distressed banks; and

iOi tt'tot" hanks experiencing financial problems"

The rnain causes of NPLs are poor risk management'

clepressecl econorlry' ineffective and poor administration of lustice'

ancl, exterlral pressure by clominarrt. shareholders- However' as

l-lon. Members will ,ppie"i'te, NPLs contribute to high bank

ierrding interest rates" ti is, therefore urgent and necessary to find

an early soiution ,o"if-'" p-rontem' lt islor tlris reason that I will

require the Cerrtral B;;k i" explore the feasibility ol lorming a Non-

Perforrning Loarrs agency to help :l:'.n up bank bala-nce sheets

and also consicter utitig ;ttil'nai with jutlicial po\ /ers to deal with

the loans.

facilitate early recovery ol the amounts
The two rneasures will
outstanding'

(vii) Central Bank of Kenya Arnendmenl Act 2000

Mr. Speaker, this Act originated from what was perceived as

persistent and urrlusiiii"J nidn interest rate spreads' Therefore

r
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passing this Act, vuas seen as an attempl to reintroduce controls to
deal with a measure of public frustration. lt is for this reason that
the battle lines were clearly drawn leading to severe conlests
touching on constitutional validity of this Act.

IVlr. Speaker, as the lVlinister in charge, it is now my duty to
resolve the current stalemate over this Act. As I start, I have already
indicated my intention to invoke provisions of Section 44 of the
Banking Act to address the problem of unilateral escalation of bank
charges. This, I believe, will go a long way to address some of the
concerns, which led to passing this AcI. I will also be proposing to
the relevant Committee, and r"rltimately this Augrrst Llouse, Iresh
amendments to deal with concerns over this Act. tn so doing, I will
be guided by the need to send clear signals to banks and financial
institutions that we recognize both the shareholder and depositor
interests. ln summary, lwill be seeking to ensure responsible
corporate governance for all concerned parties. These eftorts will
ihclude adoption of the following specific measures.

First, banks will be required to implement the "in duplum rule" so
that once there is adequate evidence the loan or advance cannot
perlorm, there will be a limit to interest recoverable on outstanding
amounts;

Second, banks and financial institutions will be required to
maintain positive savings interest rates, and also, to submit their
weighted minimum and maximum lending rates to Central Bank for
publication in the local press; and

Third, establish an independent IVlonetary Policy Advisory
Committee to advise the Central Bank on appropriate monetary
policy, taking into account key economic indicators such as,
economic growth, exchange rate, inflation, stabiliiy of financial
markets, and effects of fiscal policy.

(viii) Core capiial requirements

I\4r. Speaker, arising from the banking crisis of the late 1990s,
coupled with incidents of bad political and econon-ric governance,
attempts were made to restrict licensing of new banks through
substantial increases in paid up capital. Arising from this, the
minimum paid up capital for banks and financial institutions was
raised to Kshs.500 rnillion and Kshs.375 nrillion, respectively. The
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affected institutions were given five yeavs to conrply. However,
good as these measures may have been, they ignorecl ilre cardirrai
reality that it is the asset quality of banks and non-bank financial
institutions which determine tlre health of an institution and not the
amounl of paid up capital. For lhis reason, I propose, to arnend the
second schedule of the Banking Act to set paid up capital, for
banl<s and norr-bank firrancial institutions, at a lower level of
Kshs.250 milliorr and Kshs.200 million, respectively. Tl.re Central
Bank will enforce full compliance with llre asset/liability ratios ancl
other quality based standards.

(ix) Anti-N{oney Laurrdering IVleasures

Mr. Speaker, money laundering, terrorism, and international
critnes, are closely associated. I believe everybody in tlris coutltry
knows the evils of terrorism having been viclirrs of it twice. We,
therefore, need to enhance measures to combat the menace.
Already a National Tasl< Force has prepared a draft lrill on money
laundering" I interrd to table this bill belore the House later in the
f iscal year,

(x) Deeperrinq of Firrancial lVlarkels

ln lVlay 2001 , the Government embarked orr debt reslrucluring
by re-laurrchirrg the [rorrd programtne- As a result, borrd tradirrg at
llre Nairobi Stock Exchange increased from a rnorrlhly turnover of
Kshs.216.4 million, as at May 2001, to the culrent level of Kslts.2.B3
billion by l\flarch 2003. Despite these achievernents, the volume of
bonds tracled at tlre Nairobi Stock Exchange is still low cotnpared
1o the total outstandirrg stocl< of dornestic debt ol Ksl-ts.27O billiot-l-

To aclclress this situation, I will be proposirlg amendments to
lhe lnternal Loans Act Cap. 420 Laws of Kenya, to create the
appropriate legal framework for promotion of an eificient market
inlrastructure ancl to improve trading irr long terrn government
securities. I will also request the centrat Bank to develop a market-
i:ased secondary trading system to irnprove efficiency and enhalrce
liquidity of governlnent securities. ln adc.litior.r in tlre course of the
year, lire Cipital Markets Authority witl consult players in this

I

I
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marketvVithaVieWtopreparingregulationsforissuanceofasset
backed bonds'

(xii) Development of payments system

Mr. Speaker, for sometime now' rhe Kenya Bankers

Association (KBA) in coniunction with the Central Bank of Kenya

tCaKi, rtrt been working to clevelop-an ellicient national payments'

"t"uring 
and settlementi system (NPS)' Their e{forts have reduced

if'u ti*L for nation-wide clearance of cheques from 14 days to the

fr"."nt 3 days. These two institutions (KBA and CBK) a"im to

modernize the NPS system with the obiective of reaching Real Time

G.oss Settlement System (HTSGS) by 2005' To incorporate NPS

intolaw,IintendtobringanappropriatebiltkretorethisAr.tgtlst
Houa", in course ol rhe nexr f inancial year' ! also propose to bring

un ft""tronic Fund Transfer (EFT) Bill, to the t-{otrse' lVleanwhile' I

fropor" to amend the Central Bank of Kenya Act in order to give

bSk oversight powers over the national payments system'

The primary objective of these laws will be to lay the legal

foundation for mOclernized nationaI payments and selt!ements

rya,"a, which will inclulde electronic settlements and transfers-

The law, when enacted, will provide the legal framework togelher

with rights and responsibilities of participants and players in lhese

transactions.

(xiii) lVlicro-Finance Bill

l\flr. Speaker, poverty reduction is a high

Governmenl. However, lain convinced lhat our

continue to be frustrated unless and until we develo

credit deliverY system.

priority of
elf orrs will

p a pro-poor

A draft bill has been prepared and discussed by the

stakeholders and is currently awaiting final touches' The Bill

propo."= to confer authority to the -Central 
Bank to license'

iegulate and supervise th; micro-linance credit providers'

*t"pu"iuf fV those authorized to take deposits from the public' lt will'

however, be necessary to recognize ancl provide some regulations

for institutions, which, thouglr not taXing deposits per se' still hold

*onuy from their clients, eitf'er as security or in other forms'

However,noattemptwillbemadetoconverttheseinstitutionsinto
toirnuf iinancial institutions' The Central tsank will develop

,ppi"pri"t" wtFt performance criteria and regulations to suit the
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operating circulxslances. I plan to. table before the House lhe
micro-finance institutions bill in course of the next Financial Year.

(xr) BankingSupervision

,As Hon. Members are aware, many countries around the world
have granted their Central Banks more powers and autonomy to
supervise and regulate the financial systems and particularly
bant<ing operations. ln order to harmonize our banking laws with
those of otlrer countries within the East Africa Community, I will
propose amendments to the CBK Act in lhe course of next financial
year to cede to CBK powers f or the Bank licensing and
deregistration of financial institutions. The arnendments will
enlrance further the supervisory effectiveness of the Central Bank_

(xvi) Fletirement Benef its Schemes

IVlr. Speaker, the retirement benefits sclremes provide one of
the most effective vehicles for mobilizing long-term domestic
savings. For this reason, lhese schemes will continue to be the
cornerstones of the economic recovery strategy. Following
enactment of tlre Retirement Benefits Act No.3 of 1997, substantial
improvements have been noled but mucl-r rernains to be done. To
protect accrued employee benefits, wlren a company becomes
irrsolvent, I propose to amend Section 31 1 of the Companies Act to
give priority to unpaid retirement benef it contributions as is
currently given to accrued but unpaid wages or salaries. lalso
propose to increase the current payment maximurn ceiling per
employee from Kshs.4, 000 to Kshs.20, 000 per ernployee.

lVlr. Speaker, to protect earned benefils, I propose to reduce
the vesting period for employer contributions from 5 years to 3

years of comlnencing the pensionable service. In addition, I

propose to retrlove lhe requiretnent for defined contribution
sclrernes to undertake actuarial valuations every 5 years- However,
the Retirement Benefits Authority will continue to monilor returns
on investments to ensure scheme funds grow al reasonable rates.

l\,Ir. Speaker, due to the limited investment opportunities for
small schemes, u,rith fund value below Kshs.S million, I propose to
allow such schemes to invest up to 100% in Government securities.

(xvii) lnsuranee lndustry

I

1!



IVlr. Speaker,,.l am proposing a number oi amendments to the

lnsurance Act in brder to reduce the cost of compliance and to
strengthen the regulatory capacity of the lnsurance Commission' I

also [ropose to shorten the period for preparation and submission

ofauditedaccountsfromsix(6)tofour(4)monthsinorderto
harmonize the accounting period with the rest of lhe financial

sector.

EXPENDITURE REALLOCATIONS AND TARGETING FOR 2003/2004

lVlr. Speaker, as has been emphasized in my speech, the
gouernrnent is committed to economic recovery and poverty

Illeviation. For this reason, despite the hard budget constraints I

am faced with, I have shifted some resources to areas with higher
social-economic returns. These priority areas include;
improvement oI the physical infrastructure, particularly roads,
health, education, safe water, energy and security'

As Hon. l\flembers are aware, our national road network
continues to impact negatively on local production especially due
to poor workmanship and inadequate funding. As a first step
towards reversing this trend, I have increased provisions for the
Ftoad Network from Kshs.13,3 billion in 2002/2003 to Kshs.16.9
billion in 2003/2004. The main increase is in the development
budget, which has been raised from Kshs.4.9 billion to Kshs'B'3
billion.

lVlr. Speaker, wiih regard, to basic social services, I have
focused more particularly on education, health, water and security.
An additional Kshs.500 rnillion has been availed for the health
sector, especially for procurement of drugs- ln addition, the
Government has accessed Kshs.1.5 billion lrom the special Global
Fund to fight the Hlv/AIDS scourge. As part of elforts to address
the needs ol the vulnerable in the society, the Government has
increased f unding for strategic grain reserves, drought and
disaster relief, campaign against drug abuse, development of
housing, and rehabilitation oi street children.

lVlr, Speaker, on Education, the Government has already made
substantial commitment and investment on Free Primary
Education. This noble effort has been supported by our
development partners. I jnvite the Hon- IVlembers to join me in
expressing our gratitude to them. To carry the free primary
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education through the next fiscal year, the Government has
increasecl its contribution from Kshs.2.B billion to Kshs.9.0 billion.

tVlr. Speaker, safe water is essential for improving the quality
of life. Unfortunately, this has been grossly neglected and needs to
be addressed. Accordingly, the Printed Estimates tabled before the
House have provided for increased provision from Kshs.2.3 billion
to Kshs.4.5 billio-n which represents an increase of qbout 96"/".

IVlr. Speaker, security is critical to improving the investtnent
clirnate, income generation and poverty reduction- lt is for this
reason tl.rat I have provided an additional Kshs.300 million for the
police force to enhance law enforcement-

IVlr. Speaker, as many Hon. [Vlembers are aware f rom

experience, our prisons are in a deplorable state. There is
congestion in the prisons, while the prison wardens live in poor

.onditions. As part of the necessary refortns, the government will
soon intensify implernentation of the comrnunity Service order Act.

Meanwhile, the Governmenl has increased the provisions by

Kshs.400 rnillion in order to improve food and rations, clothing,
beddings, and other facilities for inmates.

[/lr. Speaker, as His Excellency the President has emphasized,
on several occasions, ttrat ASAL areas rank high in NARC

Governrnent,s development agenda. lt represenls a large portion of

tlris rration with high levels of poverty. For this reason, tlre
Government, with the assistance of cleveloprnent partners, has
provided Kshs.755.0 million, under the Arid Lands Resource

i'I"n.g"*unt Project (ALRMP) during 2003/2004' Several other
prolects including, Roads 2000 programme, Community
beuetopment Trust Fund, Garissa Water Project and Ewaso Ngiro
Norilr 

'Development 
Programme which is scheduled to start in

200Na5 after the necessary studies have been completed, will also
benefit ASAL areas. In addition, we have increased funding for the
school Feeding Programme and will continue with ttre special
grants to Boarding Schools in these areas.

i

I

Mr. Speaker, in the Energy Sector, the Government
recognizes the need for cost effective and reliable electricity
supply. To support investments in generation and distribution of
electrical energy, I shall today propose various tax incentives. ln
additior-r, I have provided Kshs.500 million for rural electrilication,
which will supplement funds raised through the rural electrilication
levy which is charged as part of the electricity bills.

)
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IVlr. Spehker, water is of special concern in ASAL areas. ln
recognition of this, the Government has increased budgetary
provisions trom Kshs.551.7B million in fiscal year 2002/03 to
Kshs.l.024 billion in fiscal year 2003/04. These allocations illustrate
the government's commitment to deal with key concerns of our
people, particularly the vulnerable and disadvantaged.

FINANCIAL OUTTURN FOR 2OO2l2003

Nlr. Speaker, Hon. Members will recall lhat the Supplementary
Estimates recently approved by this House indicated that gross
expenditure for the financial year 200212003 increased by Kshs.'t8.8
billion. This was mainly on account of implementation o{ free
primary education programme, harmonization of doctors'
allowances, upgrading of teachers in accordance with scheme oI
service, increase in salaries and allowances for lVlPs and general
increase in expenditure in the ministries/departments.

IVlr. Speaker, initially, gross recurrent expenditures were
estimated to be Kshs.167.3 billion, while the gross development
expenditures were projected to be Kshs.46.5 billion. ln the
Supplementary Estimates, the House approved a gross increase ol
Kshs.l5 billlon for the recurrent expenditures and Kshs.3.3 billion
for development expenditures. Appropriations in Aid in recurrent
expenditures increased by Kshs.3.4 billion, while those in
development increased by Kshs.2.7 billion.

IVlr. Speaker, overall, the Supplementary Appropriation Bill,
which was approved by this flouse reflected a net increase ol
Kshs.l2.2 billion, which was' made up of Kshs.l1.6 billion Ior
recurrent expenditure and Kshs.0.6 billion for development
expenditure.

Mr. Speaker, Let me now briefly review the financial outturn
for the fiscal year 2002103. The proiected budget deficit, on a
cornmitment basis and before grants, was 4.6% of GDP. This
compares unfavourably with a deficit of 3.1% of GDP in 2001/2002.

Revenues

Mr. Speaker, total revenues (including LATF) were originally
estimated at Kshs.21 8.9 billion or about 21 .8"/" of GDP, comprising
of Kshs.198.6 billion in ordinary revenue and Kshs.20.3 billion in
Appropriations-in-Aid. Due to uncertaintles associated with the last
year's General Elections and subdued economic growth, total
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levenues are now expected to be about 47" below target' I

expect a total of Kshs.190.6 billion in ordinary revenues
Kshs.21.86 krillion in Appropriations-in-Aid, whiclr adds
Kshs.212.5 billion.
FINANCIAL OUTTURN FOR 2003/2004

Mr. Speaker, let me now turn to the 2003/2004 budget.

Revenue

now
and

to

l\4r. Speaker, the total revenue target for fiscal year 2003/04 is
Kshs.240 billion or 22.3"k of GDP. This is composed ol KSks'2'15'1

billion of ordinary revenue, Kshs.19.4 billion oI recurrent
Appropriations-ln-Aid, Kshs.3.5 . billion of Development
Appropriations-in-Aid, and Kshs.2.0 billion of transfers.
Recurrent Expenditures '

I\ilr.Speaker,asHon.Membershavealreadynotedfromtheir
copies of the Printed Estimates, gross recurrent expenditures for
2003/2004 are estimated at Kslrs.334.1 billion. This inclucles

ministerial recurrent expenditures of Kshs.203.9 billion and

consolidatecl Fund services of Kshs.130.3 billion. The ministerial
expenditures incluc.le Kshs.-l 9.4 billion to be Iinanced through
Appropriations-i n-.Aid.

Developmerrt ExPenditures

tVlr.speaker,grossclevelopmentexpenclituresfor2oo3l2oo4
are estimaied at Kshs.59.5 billion out of which, Kshs.35.9 billion

will be financed frotn external sources as follows' project loans

Kshs.14.8 billion, and proiect grants Kslrs'21 '1 billion' The balance

of Kshs.23.7 billion will be financecl frotn dornestic sources'

I\4r. Speaker, as Hon' Nlembers may be aware' the Budget for

2OO3I2OO4 aims at creating an enabling environtnent for private

Sectorledgrowth.ltalsore-cognizesthefiscalchallengesinherited
from the pievious regime, such as clebt overhang and expenditure

comrritments. The etdget also aims at putting the economy.back

on a growth path to respinO to great expectations of our people' To

rneet these chaltenges, we expect to run a deficit equivalent to

about 6.5% of GDP which will be financed from domestic borrowing

and external Budget support' I however hope to reduce the deficit

i,r coming years througir expenditure adjustments and revenue

mobilization.
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TAXATION PROPOSALS

IrJlr. speaker, total revenues including Appropriation-in--fid

amounts to Kshs.234'i'oir[on' Based on current macroeconomic

lorecasts for the fit""'f"V"* 2003/2004 and the current taxation

levels, we expect to realise total revenue of Kshs'226'5 billion of

which Kshs.207.1 nif f ion *if f be in ordinary revenue and Kshs"l9'4

billon of recurrent Rppiopriations-in-A.id' This leaves a revenue gap

of Kshs.B-O billion which I propose to linance as detailed below'

Mr. Speaker, I have proposed waOe..1!iustments fo-r 
'te.achers

and civil service *f i"ft-*iff iesult in additionat Kshs'1'7 l-lillion to

the exchequer in pnVE' We atso expect,to license a third mobile

phone operator and raf,e 
'Uout 

rc=ttt'3'T.billion in fees' ln addition'

i';;i;;;" stut"'Enturprises, which suddenly stopped loan

repayments and other i"tniltln"u=^':^t]:l:o'er to come on stream

in 2003/2004 out ot which I expect to raisc Kshs' 640 million' This

i;";;;;" with unfinanced gap ol Kshs'2'0 billion'

lVlr. Speaker, the rest of my speech outlines the tax measures I

intend to take to bridge this gaP'

I now request t;; i;; r-emainoer of my Speech be regarde'd as

a Notice of a IVlotionlo- UL *o"d before the Committee ol Ways

and lVleans.

Customs and Excise Duties

lmPort DutY lVleasures

Mr. Speaker, let me now turn to amendments to the Customs

and Excise Act that have direct revenue implications'

First Mr. Speaker, [n order to encourage investrnent and

support economic ,""o'"'y efforts' I propose to grant duty waiver

on capital goods, pl";;;;; "q'lp*Lni 
foi investments' This facilitv

will also include "q'ip*i"ilJr 
generation and distribution of

electricitY'

Second, lVlr' Speaker' to encourage tarming of Macadamia

nuts and Cashew nuti, I piopo." to remove export duty which is

currently imposed "'i'tn!t" 
nuts' This measure is expected to

benefit farmers of these croPS'

I
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Third, Mr' Speaker' to support livestock farmers encoui'age

value addition on fricte-s anO sXins' I propose to reduce the export

devetopment levy, t'[i"il'i" iniiotiu:"o in the last Budget' on

exoort of raw nioes an;sxinr, tro. 20% to 15%. Simirar rates have

o"I^ *o".ed in the other EAC counlries'

Fourth, Mr. Speaker, to promote domestic poultry farming and

production of pourtry.ploou"it' I propose to remove import duty on

fertile hatching eggs r[iporteO by specified hatcheries'

Fitth, Mr. Speaker, in order t: '"d::: 
cost of production Ior

exports and promote inu"stm"nts for economic recovery' I propose

to reduce tDF fees ;;';;;Jt importecl under Tax Bemission lor

Export ollice (rnEti)' ;;;;';;?; i" Kshs'5'000' I expect this

measure to make ;lt";;;;'""o,nf"tiiit" in the international

markets.

Sixth, tVlr. Speaker, our sportsmen and \Momen have earned

this country not only i"ilt*"t"I"l fame bul also foreign exchange'

To encourage and p;;;;; ;"velopment of sports in Kenya' I

propose to grant 
"*"ttiption 

to sports g^oods donated to sporting

orouos through 'n" 'uriiti'V 
in cirarge ot Sports or purchased by

ifr" fvf lnittty incharge ot sports'

Seventh, Mr' Speaker' .to ul::-"ug" t.levelopment of

i nf o r m at i o n te c r' n o r o g"y i I I J iu' t t"t "" : 
tl i"-" 

c o"st o f m a n u f a cl u r i n g' I

propose to 'u'''o'Z" 
itpo't duty ol computers' cornpuler

accessories, ancl a 'u1l"ty 
of other raw materials'

Excise Duty lvleasures

and
Mr. Speaker, let me now turn to amendments to the Customs

Excise Act relating t;;;;i;;'outv il'tut have direct revenue

irnplications.

First, Mr' Speaker' in order to encourage local assembly of

motor vehicles '"0 
*lti"'ini'i"ny'n' mo'tor vehicle industry more

comDetitive, r ptopotXff **t"l 6*"':."-d"y on locally assernbled

motor vehicles' Thit ;;;;;'"-''-"'p""ted togive impetus to tnotor

L
--1-l
=J

i
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vehicle industry to encourage development and fabrication of
vehicle components, and sPares

Second, lVlr. Speaker, to reduce tax evasion and avoidance,
improve eflective tax rate and subsequent revenue yield while
encouraging investments in quality cigarette products for export, !

propose to introduce a specific duty regime, based on four bands

eqjivalent to effective rate oI .l 10%, to replace the current ad

valorem rate.

Third, tVlr. Speaker, to simplify tax collection and promote

investment for quality and aff ordable alcoholic beverages, I

propose to introduce a specilic excise duty regime on beers at

ihree bands; i.e. on (i) malt beer, (ii) stout beers; and (iii) non-mait
beers, and remove the current ad valorem rate-

Fourth, IVlr. dpeaker, in order to reduce the cost of power to
industrialists and households and make Kenyan products more
affordable and competitive, I propose to reduce excise duty on fuel
oils by 50%.

Fifth, Mr. Speaker, the Ministers of Finance in the East African
Community have agreed to harmonize taxation of mobile phone

airtime. Accordingly, I propose to increase excise duty on mobile
phone airtime f rom the current 5% to 10%-

Sixth, lVlr. Speaker, to broaden the tax base, improve equity in
our tax system and enhance regulaiory capacity of casinos and
gambling, I propose to introduce a 1O"h excise duty on casinos and
gambling services. I also propose to introduce excise duty on

iewelleries.

Seventh, lVlr. Speaker, in order to address some of the
challenges facing tourism industry and encourage growth of local
pilot training and air operators, I propose to remove excise duty on
avgas for use in light aircraft engines.

Eighth, Mr. Speaker, to encourage consumption of soft drinks
and develop the sub-sector, I propose to reduce lhe current excise
duty f rom 15% to 10% to make soft drinks aff ordable to Kenyans.

IVlr. Speaker, these adjustments in Customs and Excise Duties
will raise an additional Kshs. 1,407 million to the exchequer.

Mr. Speaker, a!low me to turn to measures I propose to take
r.lnder Customs and Excise Act that have no direct revenue
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implications but which will improve administration of-Customs and

Excise Tari{f .

First, Mr. Speaker, to curb abuse on transit of goods' goods

intended for regionar markets and temporary imports, which have

had adverse effects on government revenues and local production'

I propose to amend the iaw to impose a surcharge of 10% on goods

lalling in any of theselatugorius if they. are converted to domestic

market. ln addition, ;O'd;" to amend the law to require tlrat any

qoods, which ,r" ,'ti"-"i t request.for conversion to domestic

ir.rt"i be deposited with customs first'

Second, Mr' Speaker, transit shecls have become conduits of

leakage of unu""urt;;;;'n""i: iilo -d-omestic 
market' To close

tlris loophole and =ut"g"'i public reve-:lue' while protecting local

producers, t propose io tignien the regulaiions governing transit

sheds and provide';";tfi;;i; conditlons and qualifications for

transit shecls ano tfrlir 
-Jp""tort' Existino sheds' which do not

meet these "on.Itiois 
;ili ne given timJ to comply' Similarly'

qualifications *itt oe"giz"ti"olt' 
"uonded warehouses and duty {ree

shoPs.

Third, Mr- Speaker, irnportation of prohibitecl goods' both

substandard ""0 "1"'""tJ'f;ii' 
hut continued to unclermine local

production. ro 
"onit"i 

ihi' *"nu""' I prooose to amend Section 34

to provicle tr'lat any fooJs certified " 
p'oilibit"d must be destroyecl

or re-exported witni=n-fO Oays ot being determined as prolrikrited'

Fourth, IVlr' Speaker' currently. the period within which goods

rnust be decrarecr'in-rn i,nport entry varies crepenclirrg orr lvhere

they are destined' This has encouraged abuse of irnport

procedures and oirersion tt transit goocls'into domestic market'

ro harmonize tne"[ei;; ;;t'J;"rar-{tlon ot s?3dl to customs'

regardless ol desiination' t propose to ti"mit ttie period of

declaration tor 
"J"to*s' entry 

-to . 21 days from date of

commencem*"t "i;;J;"g" 
rt"tn the importing vessel'

Fifth, Mr' Speaker' Section.gl of the Act allows manufacturers

of excisable gooi;ro make only one class of goods. This creates

disincentive= to' 'i*iu"tu'"" 
who are not able to take advantage

of economiet "f 
'J;i;';;-i"o'"" cost tt production' I propose to

amend this Section 1" m'xe it possiOt'e for manufacturers to

manufacture *t'"i't'n-on" "r"t 
oi excisable goods'

j



-40-

Sixth, [/lr. Speaker, diversion of exp.ort petroleum products

into domestic mait<et has been a maior problem for a long time. To

;it;;;t;g. this practice, lvlinisters of Finance from the EAC have

agreeO io tighten procedures --relating 
to this commodity'

n-""oiOingf V, iritf, immediate effect, exporters of petroleum

proOucts-will be required to deposit cash equal to duty payable

*ni"n they can claim on confirmation of exportation'

Seventh, lVlr. Speaker, despite requirement under Section 96

oftheActtnatmanufacturersofexcisablegoodssubmitreturnsto
theCommissioner,defaultinsubmissionofreturnshascontinued.
io discourage this habit and protect revenue' I propose to impose

,latepunurtv ol 10% where tl-rose required to submit returns lail to

do so.

Eighth, Mr. Speaker, as Hon' Members will appreciate there is

u gro*iig pioblem of illicit drinks, which are dangerous Dot only to

lifebuttooureconomy.Tocontrolhandlingofalooholicspirits,l
f ropo"u to amend rhe liw to require denaturing ol alcoholic spirits'
whetherirnportedorfromadistiller,lreforesuchspiritsare
reteased f rom customs.

Ninth, tVIr. Speaker, in recent years' Section 138 was amended

to restrict waiver oI duties, requiring Ministries to pay duties on

Jtno|. financed proiects. This prohibition has made it difficult for

sector IVlinistries to access donations' I propose to amend the law

to allow the lVlinister to waive duties when such waivers are in
public interest.

Tenth, tVlr. Speaker, undeir the Third Schedule of Customs and

Excise Act, officers returning from overseas services are allowed to

impo* peisonal effects, including motor vehicles free of duty'

while this measure was intended to assist officers who had

vehicles for use in their overseas stations, it has become an

ur"nr" for duty evasion. To reduce the abuse, I propose to restrict
the duty free ficility, only to vehicles, which are registered in the

name of the officer, in the country of service'

VAT Measures

Mr. Speaker, NAFIC in its manitesto, promised to reduce tax

burden for all Kenyans. After examining all taxes, I have come to

the ccnclusion that vAT is the best suited tax to fulfil this
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comrnitment. The measures I am pr:poslng airn to create impetus

ror econorn'" '""ou"'irl ";;;;;s; ll:::]TL"tt 
lor both dome'stic

J*i,". ",, * : f:*',$'f" r[: l;3"f"$:. J :i. i:iYl:::
af f ordable to consum
afrordable, uno r'ooJi;;";"tpu;n-0"**o in the economy' I

propose to reduce- 'nl'"'il""i'vf,i 'ut" 
{rom 18% to 16%' Given the

low inflation r.ut", 
' "*!lli'ti-t'i' 

*""'re to confer significant benefit

i;';;;=;;"rs and imProve their welfare'

Second, IVlr' Speaker' in orcler lt l:1:"" cost of etectricity to

botlr consurners unJ"['oJ'"""' I propose to zero-rate bulk

electricity importecl t'"'I Ug*d' and 1-onnectetl 
to the rrational

s,, i' i.,'d, ; { I * :: i,J lil- } k; #,,'''J: Ii: ii.li.ili' i 
I :

adclition, I ProPose
equipment p,r."nu'utl- oi" i'p"'tod tor pow"er generation and

distribution-

Tlrird, I\flr' Speaker' to promote investlnent ancl support our

economic recovery p'Jg"-*t' I nron,o.s-e to grant VAT remis-sion

on capital goods, "I"r'ti"g 
plan-ts and'rnacniiery and equip'ment'

for new investtnenl' ;-t';;J;;t investment ancl replacement'

Fourth, IVlr' Speaker' to improve exporters caslr-tlow and

enhance comp"tltitl"'n'es-s' oi tn"i' goodt in the regional and

internationar *"rtJttt"'T'o'Jo"t" tt 
"allow VAT remission under

TREO sYstem"

F i * h, rvr r. : 1i 
,.l:,;,'; 

" 
:J 1 ;'., 1",,, ffi#,- : ::';:"n:i;j,'l#

erlcourage them to invest :l:::l::*:"'"1,, .iri', tax paicl on inputs
;;';;;;:ri" raw cot{ee so that lartners can

"1uO 
i, the coffee industrY'

s i xt h. IVr r' s p e a k e r' to i rn p r ov e. b 
Tf ::;=" iili?,TH ['JiJJf ;;

in torll=,, and, I propose to zero-rate avlatl'

iigir",li;trt, owners and operators'

Sevenih, Mr' Speaker' t'o make'^cJrilli;-?r,:T""!:l"i'"ilt

t,",t*n ni ot r1 ater 
. ;l;:",15i;,',t::ffi ::,':nli.'i"" r =. rh i s mea s u re

i":', ff"n'tJ *",T;'- 
y'l H;l " " "' u t 

" 
d r i n k i n g w a t e r'

Mr. SPeaker, these adiustments

tat<en,' witt-iaise additional revenue

Exchequer'

tn VAT rates and measures

"j nsnt.roo miltion to the



lncome Tax IVleasures

lVlr. Speaker, let me now turn to proposed amendments under
the Income Tax Act.

First, Nlr. Speaker, I have already provided fiscal incentives to
investors under the Customs and VAT, however, it is the investors
who hold the key to our sustained economic recovery and poverty
reduction. Consequently, to f urther encourage investments, I

propose lo increase the inveslment allowance from 60% to 100%
under lncome Tax Act.

Second, lVlr. Speaker, to support investments in medium size
industries, increase productive capacity and create more jobs, I

propose to reduce capital expenditure qualifying lor import duty set
off from the current USD 5,000,000 to USD 70,000. This measure will
enable medium size investors improve their cash f low and
consequently their productive capacity.

Third, lVlr. Speaker, in order to revitalize local and regional air
travel, while making Kenya a prime pilot training centre, I propose
to remove the current 20% withholding tax of aircraft leasing.

Fourth, Mr. Speaker, to give retirees a favourable lax
treatment after their long dedicated service to lhe nation, I propose
to increase tax free lump sum payments from Kshs.240,000 and
Kshs.360,000 to KShs.480,000 for provident lunds and pensions
schemes respectively. Furthermore, to encourage retention of
savings in pension schemes, I propose to provide for a lower rate
of tax for those who hold lunds in schemes longer.

Fifth, tVlr. Speaker, to ease the tax burden on employees' meal
benefits, I propose to increase the minimum taxable aggregate
value of benefits granted by empioyers to employees from
KShs.1 2,000 to Kshs.24,000.p.a.

Sixth, l\4r. Speaker, to address cash flow problems associated
with high withholding tax on contractual, consultancy and agency
fees, and enhance effectiveness ol these service providers, I

propose to reduce the withholding tax on these payments to
resident persons, in respect of consultancy and agency fees from
'l 0% to 5% and for contractua! fees f rom 5% to 3ok.

Seventh, Mr. Speaker, in order to make Kenyan flowers more
competitive in the international flower market, I propose to remove
lhe 20"/" withholding tax on commissions paid to non-resident
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agents in overseas auctions that
our f lower exporters.

has hitherto adversely affected

Eighth, Mr. Speaker, the potential role of our co-operative
movements in rural developrnent remains largely untapped. To
make co-operative societies more effective towards economic
recovery and poverty alleviation, I propose to restrucrure taxation
of all cooperatives, including SACCOs as follows:

(i) Producercooperatives:

All payments to members, both primary and corporate, will be
allowed free of lax. Similar treatrnent will be given to paymenls
made lo individuar members by primary societies whire societieswill only be taxed on the surprus'ihey retain after ailowing their
operating expenses. where a member reaches the tax threlhotd,
he/she will be taxed as an individual, and, where cooperalive
societies engage in general business, such activities will be treated
like other businesses in similar Iines.

(ii) On Investrnent incomes; where a

(a) cooperative sociely, including SACCOs, invest in real
property and generates rental income, that incorrre will be
treated in tlre same manner as that of any other landlord,(b) dividend and interest income, will be treated Iike that of any
other investor and will be subject to withholding tax.

IVlr. Speaker, the proposed changes will give llre cooperative
movement substantial tax benefits with regarcl to core function.
They will also give the societies the advantages due to an investor.

Mr. Speaker, these adjustments in lncome Tax will be revenue
neutral to the Exchequer.

M iscel laneous IVleasures

IVlr. Speaker, turning to miscellaneous measures, I am
proposing the following changes.

First, Mr. Speaker, a number of miscellaneous charges and
fees, have not been adjusted for a long time, including those under
the Bankruptcy Act, Companies Act, Trade Union Act, Societies Act
and rransport Licensing Board. These charges and fees have been
adjusted to reflect lhe current costs.
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Second, lVlr. Speaker, in a liberaliZed market, it is not equitable
for one operator to have licensing powers. I therefore propose to
amend the Kenya Broadcasting Corporation Act to remove KBC's
power to impose licences on both consumers and operators in
information and broadcasting services.

Third, Mr. Speaker, under the Banking Act, I propose to make
several changes;

(i) amend Section 31, to provide for regulations relating to
credit reference bureaus;

(ii) amend section 35 to enable Deposit Protection Fund Board
to liquidate failed institutions without the need to seek
court approval first. However, any aggrieved party will
remain free to challenge any measures, lhe Board takes, in
high court;

(iii) amend section 35A to free the Board from requirements to
deposit money when litigants file suits against it in High
Court. This practice ties too much money in courts, a
practice which inhibits the capacity of the Board to carry
out its mandate;

(iv) replace the Second Schedule to the Banking Act to
mainlain minimum paid up capital for lranks at Kshs.250
million and for non-bank financial institutions at Kshs.200
million.

Central Bank of Kenya Act

Fourth, Mr. Speaker, as explained earlier, the country needs to
develop a national payments and settlements system. I therefore
propose to amend Section 4 of the Act to introdr-rce and define this
system.

Fifth, Mr. Speaker, though the Deposit Proteclion Fund is
authorized to borrow from Central Bank, there !s no provision lor
the Bank to lend to DPF. To correcl this anomaly, I propose to
amend this Act to allow the Central Bank to lend to DPF.

Sixth Mr. Speaker, the Catering Levy Trustees has been
experiencing obstacles collecting CaterinE and Tourism
Development Levy from uncooperative operators. To rnake it easier
for them, I propose to amend the Hotel and Restaurants Act to give
the Trustees authority to destrain defaulters and also raise the
penalty paid on default trom3"h to 5%.
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Seventh, Mr' Speaker' unscrupulous'traders 
have hurt local

+r:ffii:i::r.:Tr:ti:ktqrplf [""i.';ii'il#i:]"#
i,I""'Jrl"-,Jtd under section 15 or Trade

ii;Jilo'..0 to Kshs'2'ooo'ooo'

Eishth, Mr' speaker' the Kenv-a t:it*,r.it3;t*iffi':"i
*ru;i:':r:lr::::'+r"il'::,"Ii]:'"'"""J;;i;'i;';poseto;

(i) amend the Third t"]Yl':'" o{ Kenya Roads Board

Act to include "n'"'i']itt"i 
'wnh technical

caPacitY as agents: ano'

(ii) to provide legal auihoritv to amend tlre schedule

ani inctude other agentsLt uno when need arises'

tVlr. Speaker' These miscellaneous acllustments wilt raise an

additional Kshs' 200 million'

CONCLUSION

,,,',$Joll"ii::J::Jl"'"1':"ff"1[::,[:iff:i:TlL'"T:'"":#:;;;;;i"'" In,' s::'ll"::::: :? l"TJ,lil[l;I":"ili';;; ,i;"r K::Ii
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Mr. Speaker, we must send a clear and unequivocal message
to those who have formed the habit of living like economic
predators. lt is time they changed and learnt to live on their sweat.
For those who do not and continue raiding public resources, our
iudicial system must show no mercy. They need to be fairly but
quickly tried and punished so that they can be bad examples to
others.

lVlr. Speaker, ! beg to move.

I
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lVlr. Speaker, the Budget I have presented today attempts to
break from the past. lt combines measures, both on taxation and
expenditure, which seek to address both social needs, especially
on health and education and to spur economic growth. However,
the greatest challenge, we face lies in its implementation' Those
charged with making sure the measures are implemented need to
do so with dedication. For those not involved, these are both
bendficiaries and overseers. lt is your duty to ensure what is
promised is deliVered. None of us can afford to be an ohserver.


