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Thc House met ar 2.50 p.m

IMr. Speaker in thc Chair]

PRAYERS

(f i I (:-/

ARRIVAL OF HIS EXCELLENCY THE
PRESIDENT

[Mr. Speaker annunccd the urrival tf l-lis Excellcncy
the President, the hon. Doniel Toroitich orop Moi,

M.P.I -\
I Hotr. Me mbcrs rose in their ploces u,hila Iiis Exce
llency the Presiclent took his seut itt thc Chair of
Statc l

PAPERS LAID

Thc following Papcr was hid on thc T:rblc:-
199U1992 Votc on Accounr

[81'the Vicc-Prcsidcnt anil Minister for
Finoncc' ( Prof. Saitoti )l

COMMITTEE OF WAYS AND MEANS
MO-l-lr)N

TIIAT, I!IR. SPEN KER DO NOW LE,.\VE TIIE CII,,\IIt
jl'he Vice-President and IVlinister frrr

Finance (Prof. Soiloti): Mr. Spcakcr. Sir, I bcg to
move:-

THAT, Mr. Spcalicr do not leavc lhe Chair.
Mr. Spe:*cr, Sir. rhis is the sixrh budgct since

the adoption of our own structurlrl adjustmcnt undcr
Sessional Papcr No. I of 1986 on "Economic
Managcment on Rcncwed Growth". As hon. Mcrnbcrs
are aware. this is not a programme which wlt.s

conceived in haste only to be recanted laler. The
programme is well thought out and the policies
enuncitted in it have already bccn in phce for a
number of yean. The success of these policies is
reflected in the very admirable annual cconomic
growth rale of more lhan -5 pcr ccnt achicved over lhc
last six years. Such a lcvcl of economic growth and,
therefore, of employmcnt. is very much depcndcnt on
the pcaceful atmosphcre and on the pflce ol this
rest-ructuring.

Mr. Spurkcr, world economic history is
replete with examplcs of nltions, lhe economic

disintcgration of which hn.s followed political turmoil.
Kenya's record of political stability has been
unsurplrsscd in Africa. The need to maintain this
stability cannot be ovcrcmphasised. The philosophy of
pcace, love and unity that our beloved President has
tirclessly cultivalcd has led to economic development.
I am surc I spcdi for all hon. Membcrs when I say
that we should continue to uphold and strongly support
His Exccllcncy's cflorrs towrrds lhese noble goa.ls.

In gcncral, economic reforms are not expectcd
lo l)roduce their lull results immcdiately, especially
following long periods of structura.l mahdjustment.
On lvcrage we have done bctter than others who have
undcrtl*cn such progrtmmes [s can be shown by our
cnviablc economic pcrformance. Under these reflorms
wc have manlgcd our resources prudently and have,
in conscquence, experienced positive real economic
growth and an improverncnt in the living standard of
our pcople each ycu.

As I slatcd in my last Budgct, we are sceing
thc results of this structural transformation.
Notwilhstanding this we Are now confrontcd with an
irrhospit;rblc intcrnltional environment. It is, lherefore,
imporhnt that wc conlinue with this strategy for
cfficicnt managcrncnt o[ our resources. It is within
lhis contcxt thtt I hlve formulatcd the theme for the
l99Ut)2 Budget to bc "Sustaining Economic Growth
lJnder Adverse Conditions Through the Elficient
Mobilisation of Resources."

As has bccn traditional, I will begin by
rcviewing the intcrnational scene; the African position
and our own pcrlonnance in 1990, and then outline
thc prospcct.s for this ye:u and beyond. Thereafter, I
shrll highligh( thc budgct ou(-tunt for 1990/91 and the
lbrccrst for l99ll92 fiscal yeus. Finally, I will
introduce spccific taxation measures and other
chrrngcs.

Mr. Spcakcr, Sir, thc world cconomy in 1990i
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The House mct at 2.50 p.m

IMr. Speaker in the Chair]

PRAYERS

ARRIVAL OF HIS EXCELLENCY TFIE
PRESIDENT

IMr. Speaker unnounced the urrivul of His Erccllency
the President, the hon. Danicl Toroitich orap Moi,

M,P.I
I Htttt. Mambers rose in thair places u,hilc Ilis Exce

llency the President took his seat in tltc Chair tf
Statc I

PAPERS LAID

The following Papcr was Ieid on the T:rblc:-
l99lll992 Votc on Account

lBy rha Vicc-Presidcttt atul Ministcr Jbr
Finonca ( Prof. Saitoti )l

COMMITTEE OF WAYS AND MEANS

ruAr. \1R. spE^KER JST|* .onuE rrrr cru\rrr
.The Vice-President und M inister flrrr

Finance (Prof. Saitoti): Ivlr. Spc:rkcr. Sir. I trcg to
move:-

THAT. Mr. Spcdicr do not lcavc the Chtir.
Mr. Spedicr, Sir. this is thc sixth budgct sirrcc

the rdoption of our own structunll adjustrncnt undcr
Sessional Paper No. I of I986 on "Economic
Management on Rcncwed Crowth". As hon. Mcrnbcrs
are aware, this is not a programme which was

conceived in haste only to be rccmted hter. The
programme is well thought out and the policies
enunciated in it hnve already bccn in pllce for a

number of yean. The succcss of these policics is
reflected in the very admirable annull cconomic
growth rale of more than 5 pcr ccnt nchicved over lhe
last six yecrs. Such a levcl of econornic growth tnd,
therefore, of employment. is very much dcpcndcnt on
the peaceful atmosphcre and on thc pnce of this
restructuring.

Mr. Spurker, world economic history is

replete with examples of ntlions. lhe economic

disintegration of which has followed political turmoil.
Kenya's record of political stability has been

unsurprssed in Africa. The need to maintain this
stability cannot be ovcrcmphasiscd. The philosophy of
perce, love and unity that our bcloved President has

tirelessly cultivated has led to economic development.
I am sure I spedi for all hon. Mcmbers when I say

that we should continue to uphold and strongly support
His Exccllcncy's cflorts towards these noble goals.

In gcncral, cconomic reforms are not expected
to produce their llll results immediatcly, especially
following long periods of structural maladjustment.
On lverage we h:rve done bctter than othcrs who have

undcrtltken such programmes lLs cln be shown by our
cnvilblc economic pcrformance. Undcr these reflorms
wc have managed our resources prudently and have.
in consequence, experienced positive real economic
growth and an improverncnt in the living standard of
our pcople each yeu.

As I stxtcd in my la.st Budgct, we are sceing
thc results ol this structural transformation.
Notwilhstanding this we Are now confronted with an
inhospil:rblc intcrnrtiourl environmcnt. It is, therefore,
importrnt that wc continuc wilh this strategy for
cl'ficicnt managcrncnt o[ our rcsources. It is within
this contcxt thlt I hrve formulatcd the theme for the

lgL)Ut)Z Budget to be "Sustaining Economic Growth
Under Adverse Conditions Through the Emcient
IVlobilisation of Resources."

As hrs bccn traditional, I will begin by
reviewing the intcnrational sccne: the African position
and our own pcrtbnnance in 1990, and then outline
the prospects for this ye:u and beyond. Thereafter, I
shall highlight the budgct out-tunr for 1990/91 and the

lbrccrst for l99ll92 liscal ycus. Finally, I will
inlroduce spccific laxation measures and other
chungcs.

Mr. Spealicr, Sir, thc world cconomy in 1990
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Thc House mct at 2.50 p.m

IMr. Speaker in the Chairl

PRAYERS

ARRIVAL OF HIS EXCELLENCY TF{E
PRESIDENT

IMr. Speaker anrutuncad the orrivol of tlis E-rcellency
the President, the hon. Duniel Toroitich orap Moi ,

M.P,I
I Hon. Members rose in their ploces u,hilc llis E.uce

llency the Presidcnt took his seat in tlrc Chair of
Statc I

PAPERS LAID

Thc following P:rpcr was hid on rhc Tublc:-
l99ll1992 Votc on Accounr

IBy the Vica-Prcsidut! ottl Mittistar ]br
Finance ( Prof. Suitoti )l

COMMITTEE OF WAYS AND MEANS
vol t0N

TIIAT, }IR. SPEAKER DO NOW t-I]i\VE TIIII CII/\IIi
-The Vice-President und IVlinister frtr

Finance (Prof. Saitoti): Mr. Spc:*cr. Sir, I bcg ro
move:-

THAT. Mr. Spc:rlicr do not lclvc the Chlir.
Mr. Speakcr. Sir. this is the sixth budgcr sincc

lhe adoption of our own strucluftil adjustrncnt undcr
Sessional Paper No. I of 1986 on "Economic
Management on Rcncwed Growth". As hon. Mcrnbcrs
are aware. this is not a programme which w:rs

conceived in hrste only to bc recanted latcr. The
progrrmme is well thought out and the policics
enuncialed in it htve alrcady becn in pltce for I
number of years. The success of these policies is
reflected in the very admirlble annull cconomic
growth rate of more than -5 per cent achicved over lhc
last six years. Such a levcl of econornic growth imd,
therefore, of employment. is very rnuch dcpcndcnt on
the peaceful atmosphcre and on the pace o[ this
reslructuring.

Mr. Speaker, world economic history is

replete with exarnples of nltions. the economic

disinlcgration oI which ha.s followed political turmoil.
Kenya's record of polirical stcbiliry has been
unsurp:ussed in Africa. The need to maintain this
stability cannot be ovcremphasised. The philosophy of
perce, love and unity that our bcloved President has

tirclessly cultivaled has led to economic development.
I am sure I spc* for all hon. Mcmbers when I say
that we should conlinue to uphold and strongly support
His Exccllcncy's clforts towards these noble goa.ls.

In gcneral. cconomic reforms are not expected
to produce their [ull results immediately, especially
tbllowing long periods of srructural maladjustment.
On avcnrge we hlrve done bctter than olhers who hrve
undcrtr&cn :;uch programmes tLS can be shown by our
cnvi:rblc economic pcrformance. Under these reforms
wc hrve m:.magcd our rcsourccs prudently and have,
in conscquence, expericnced positive real economic
growlh and an improvcrncrrt in the living standard of
our pcople cach ycu.

As I stltcd in my last Budgct, we are sceing
thc rcsults ol' this structuftll lranslormation.
Notwithstrndirrg this we irc now conliontcd with an
inhospit:rblc interrurtion:rl cnvironment. It is, lhcrefore,
importunt th{lt wc continuc with this strategy for
cl'ficicrrt munitgctncnt o[ our rcsources. It is within
this contcxt that I have formulatcd the theme for the
l99ll92 Budget to be "Sustaining Economic Growth
Under Adverse Conditions 'Ihrough the Elficient
IVlobilisation of Resources."

As h:rs bccn tnditional. I will begin by
reviewing the intcrnutional scene: lhe African position
and our own pcrfonnancc in 1990, and then outline
the prospects for this yeu and beyond. Thereafter, I
shrll highlighr the budgct out-rurn for 1990/91 and the
lorecrst for l99ll92 [isml yeus. Finally, I will
introduce spcciflic t:rxttion measures md other
chlngcs.

Mr. Spcakcr, Sir, thc world cconomy in 1990
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[The vice'President and Minister for FinanceJ recession can be scen as ransirory events whichsuffered a crisis' unprecedented itt recent rimes. The odv ,rr..,ed rhe worrd last year, but they wi, soondominant event which caused the crisis was, of course, raoe in importance. The worli also witnessed majortheGulf war' Itscon'sequencesforrheworld.at-l:uge .;;;;r,in rhe sru*ure of poriricar and economicwereserious' First'thepriceof oilclimbcdbrietly io p"*L7it,* wilr profounaty affect rhe inrcrnarionaran unprecedented s40 a b:rrrcl before settling at environment for ye:,s ,o .or.. The most profoundaround $30 and finally dropping to $20 per burcl. sct o[ events has been the continuing saga of GermrnThese prices cost importeii tt"e:rrly- *d ,tiu.n.d rcunificarron: the political antl economic reflorms inresources from inr':il:r'ont and othcr uscs. The loss to grrr.rn-gu,op., ,n,t rt.--.irri.ng.s to unity in thcKenya is estimaled tu bc about rctrii mirrion over ill;; Union. The devcroping counlries wiil bethe five months from August to Decernber. 1990. a affccted adverscry by this dramatic transformation.loss equivalent to over t0 pcr ccnt ol:ul export capiral. incluaing f#rg. rui*o privarc invc.stmcnr.earnings for the entirc veri' Sccond' 
]t,l:,; ;q .rp..oiry.quity inresrilcri, r, iit.ry ro bc rjivcrrcrr rotourism were speciatly hud hit due to l'cilrs, of E:r.stcrn 

'e 
,rop.. *nirc ir,.' .,r,ri,lnn"r dcmands forterrorism' As hon' Memlrcrs :r'e n*arc. Kcnlu:r |inancc arc riicly ro tccf *,rrij in,.r"rt rrtcs highcrL'ffii: T:Iiil, ii,Jix'l}; m.:j.;; ;*fis 1,,,.r,,;.*:l; t;**j,:r,*l n..u ,r,,, ,rr..ii"g

per cent during the pcak scilson of Jltnuluy to lvlltrch. Thc ftrirurc of thc Urugu:ry round on GATT199 l' compared to lasr yea'r' This rcsullcd in lt I'urther (Gcnc.rr Asrccrncrt ,rn t,,.iilr,irti trrrdc) to concrudcIoss of over Kf70 million' u"tt"i,,,,,r.ly Ihis un rrgrccmerrt on gr.'ur t.rdc w.s. r.urthcr

i:I1.rlJl,..?,:ili#"I;;'W-ml;:h[:l li$,i*ll'', .,u",,r i,i.,erj ii i, ,..g,.,r,,r,,c,o no,e

:""'# il;;:'J::i.HJ:::fij u:.F;l;' o his, xc,,v,r. ,il #l:ll,i::H'i,:J'llllll];,,i"ixi'l;
was avairabre ror Kcnya.s ._;,,;.;..;,li?.JIl].,; ::ffi:X?Jlfiri,l;,il1iXliffi:llT;:Xll*:;horliculture' The sccond m:rjor eucnt *ar',h. rvorlrl- rnlriurrrcturcd und.gricurlu,r exp,rts. A rcncwar ofwide recession' The glob,l iarc or gn,*it, ,,,'in.n,r. ,r.,. Cirr rrc-:roriurions shrurcr. thcrclbrc. bc high onshranlifromovcr3pcrccntin lg8gtojuritovcr2pcr (hcirrrcrnrrti,r'rr cc.<lrrorniclgcncrurirrthccorningyear.cent in 1990. and the florcclsr is I t.unhcr clciclinc ro I Ufr. Sp.,*cr. wtritJ rtrr: GATT slrugglcs toper cent this ycar' The rccessitlrt 

'".v.rJ"i,, the US kccp rhc wor.rcr treding systcrn opcn. E,uropc marchesand UK' with Iiltlc gr,wrh prcdictctl lbr rhc lirrnrcr t.wlurjs-its ccrrrornic ir)tcg,tion at thc end of 1992,and a decline in Gross Nlrtrourl Pro<Juct pr.ii.,.,t ,i,, *irn ,,...r,,i,,.o,,.r.,Jr.,,.., i* irr. rcst ol-thc trrdingthe latter over the year- Allhough groruth t,rs stor"ca ,uo.ru. ruo,.rt Arneric;r, in rcsponsc ro this and to thcdown in Germany anrl J;tpan' I"'tt'-t n,,tinn, lu'c srill continuing crxrilcngc ,ir,, l,,p,i,,, rcct<.s ir.s own trading
:Jrfffi.[||'i];;'"*ases or 3'0 :rnd 3'7 pcr ccnr br*. The US arrd C.nr,,r,, nrr.',,r..rtry signcrr a rrce

rhe expected dccrine in incomc wi, darnpcn [:t.,;YJ.,:il;ilrTl,r}[-:.:,Ji:, T:]f iil ;:world trade' which is expccted to slow clown from ; i-.,s. o.*tuprg counrrics in p.rlicurar, and othcrs in

i.ffi::'l,i'r1:i:r'n::.:,ffi:::',j;1 'f.l In' ,;;.*;;;.;irrJonrinue. i.,l.iiii"st,iom an open
six month r_onJon iite,_eanr orrc. nrre ,#'J;I_, li,.I,X*,;l',;l;",,1r[-,il.i;lXtlJJ,l,::l;lXl*:which acts as a sort of irttcrnelion,,t t"n.lr,n.',nt -- t,r.,, x",iy,,,'*n,.1 ,yrl become compctitive cnough tofallenfrom l3'56pert:"lilJan't,ytrl ii.ilp.r..,,, cxporr rrounir and rhrough.ny rrlrie barricrs thrownin June' a 17'5 per cenl declirte tvcr livc mo,ths. up'by .cgio,,r groupirrgs. Furthcrmore. it is mostHowever' inflation in the indust ial ccono.ics h:rs ,ig.,i, irr"r,'thc countrics of AlHca ;:^lrcngthcn thcremained high despile lhe reccs.sion' ,r,,t 

'ini, 
n,,.., i,rlpr.,n..i.,iu, of rhcir own regionar tra.,ingprevented centrd bmks in thesc countrics frorn ,,;"g";;;;;, such as rhe pre t-crenriar rraaclowering intcrest rates fuflhcr. rn. *oriJ'.....rrion Agreemcnr (prA).has also contributed to a dccline.i, *rr"ali, priccs. - frlr. Speakcr, Sir, turning to Sub_SaharanTwo of hese are of a particular interest ,o ur.'coff." Africa, rr,. pr..-oreconomic activity srowed in 1990,pnces were 18 per cent lower in dollar terms in 1990 r.n..,i,.,g-,t cflects of the rise #oir priccs ana a

:llfrlilto 
*"n 1989' while tc:t priccs improverl drop in priccs- of non-fucr prirnary commodities,

Mr. Spcaker, the Gulf war an6 thc world 
plrticulluly coffce' tel and cocoa, which tell to ther
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[The Vice-President and Minister for Finance]
lowest levels since 1980. The GDP growth is

projected to recover from 3 pcr ccnt in 1990 to 4.75
per cent in 1992. Howevcr, little progress is expccted
to be mrde in a.lleviating poverty and. regrctubly, rcll
per capital GDP should rcmain ncar thc lcvcl ol 20
years ago. The modcst growth outlook lrlr Alrica uls<t

reflects the expectcd dcclines in thc tcrms of tradc and
the slowdown in thc growth of world tradc in 199 l.
The contincnt's sluggish growth has bccn accompanicd
by an average inflation of betwcen l-5 to 20lcr ccnt.
In l99l inflrtion is projcctcr.t to incrctrsc to 22 pcr
ccnt, from 16 per ccnt in 1990. The sccnlrrio in thc
Emt African regiorr is mixed. His Exccllcncy thc
hcsidenl rcccntly focusscd intcrurtiontrl uttcntion ()n
the human toll of miscry rcsultilrg lrom thc tntgcdics
of war. drought and povcrty in Somllilr. Ethiopitr lnd
Sudln. These evcnls hlrvc. <tl course. dcprcsscd
potcntial lor growth in thc rcgion. Bcyond rhut. thc
strile in Somulia and Ethiopilr hlrs ulrclrdy hud dirccr
costs to us in Kenya. irr tcrms oI thc inllow 0l'
retugces. Thc drought is of purticultr concc:'n bec:rusc
it comes at a timc whcn politiclrl turrnoil rnl*c it
cspecially dil'licult tbr some ol the srrickcn counrrics
to cope. But the drought is not conl'irrcd to our
northcrn ncighbours llonc; it hus ul'l-cctcd lvlozuntbitluc
and Malawi as wcll. while rain in Eust All'ic:r hus not

becn gcnerous.

lvlr. Speakcr. lnothcr cvent ol' w,rtrld-rvidc
irnportrnce has beerr tdiirrg pllcc in Alricu. This is

the gratifying progress being madc in South Africa to
end aprrtheid and bring the Alricun popullrtion into rhc
political life in the country. South At'rica. oncc ir
becomes an open socicty, should play a m:rjor rcllc irr
trade within the contincnt, and wc can cxpcct countrics
in Southern aliica to lurn even more towluds it lrs u
customer for thcir exports and as a sourcc of their
imports.

These various challcngcs tiom lhc w'orld
trading system-- the GATT negotintions. thc Europcun
Community and North Americtn tnrding blocs-- ull
serve to re-cmphasize the imporllrrrcc of structural
adjustment and export competitivcncss to Kcnya.

Mr. Spcalier, Sir, the final issuc l'rom tlrc
world economy is thc old problem of dcbt. Thc dctrt
of the developing countrics remains higlr, and sevcrtl
of them are facing difticult repayment problcms.
Many innovative idcrs are being examincd, and thcrc
is now a prospect that the otficial aid donors. to whonl
most African dcbt is owed may provide some
widespread dcbt relicf. Thc two major dcbt rclicf
componcnts of otticial bilatcral crcditors' support arc
debt clncelhtion and dcbt rcschcduling. Carrccllutions

of Ovcrseas Devclopmcnt Agency (ODA) loans are
expcctcd to rcducc the stock of debt by 7 per cent,
while official bilateral debt rcscheduling could be
carricd out with longcr maturities and grace periods.
Irr addition. thcrc arc othcr forms of indirect assistance
through thc World Bank's Spccial Progrrmme of
Assistancc (SPA). At prcscnt 2l African countries arc
undcrgoing adjustmcnt. and thcreby qualify lor SPA
support. Donors plan to providc about USSS billion
through 1993 in co-linurcing or co-ordinated l'inancing
with IDA crcdits. And it is hopcd that such rclief will
comc in rcsponsc to thc efforts of thc nations of
Al'rica to rcstructurc thcir economics so u-s to

dcll with de ht und Io csluhlish cxp()rt cornpctitivcncss.
Ivlr. Spcukcr. Sir, thc muny ldvcrsc cve nt:,- in

thc world at llrrgc thut I have just dcscribcd havc
lcsscrrcd thc l'Lrrrds lvlilublc in thc devcklpcd world to
support dcvcloping countrics. Although donors havc
corttirtuctl t<l [rc gcncrous. wc rcccivcd Ics slid in 1990
lhln rvc hud planncd litr. Nklrc<lvcr. collcction ol
dorncstic rcvcnuc li<tm mlrjur indircct tlr,\cs likc
Custorns and Excisc and thc Valuc Addcd Tax on
loclrl munutllcturcrs I'cll corrsidcnrlllv short ol thc
originlrl budgct cstinlulcs. rcllccring, in ptm.
dcprcssing lcvcls oltctivitv ilr sornc imprlrtarrt scctors.
rcllrtivc slowdorvn in thc grrtrvth ot'irnp<lrl.s and
l'inunciul dil'l'icullics luccd by rnur)y p.trtst:ttlls. Sincc
wc wcrc unablc to llntic i[)lltc thcsc sh<trtltrlls
e xpcrrrliturc wils not curltrilcd lo thc slrnc cxtcn(.
Furthcrrnorc. hon. lvlcrnbcrs rvill rcclll tlut wc
reccr)tly pusscd in this Htlusc a supplcrncntlry budgct
ils l consc(lucrrce oI urgcrrt irrcrclrscs in cxpcnditurc
wlrich have lrccn tbund neccssary in vicw o[ thc
prohlcrns i rr rrci-tlh[)ourin rl courrtrics.

This dccrcasc in rcvcnuc and dd couplcd with
thc increrusc irr cxpcnditure hls cuusctl our dclicit to
risc, urrd hlrs also rnelnt thut wc havc htd to increasc
our domcstic borrowing, thus dcplctirrg the invcstible
furrds avuilublc to the privrte scctor and causing thc
inlcrcst rcle to rise.Mr. Spedicr, thc reccntly issucd
Economic Survcy shows how thcsc adversc
rnovcnrcnls h:rvc given risc to a rcduction in llrivtte
invcstmcnt. a dcclinc in domcstic savings and an

incrcascd prcssurc on priccs. Thc nced for fiscal
disciplinc to rcslore lhc stability o[ thc cconomy will
bc thc themc ol' most of this Budgct.

NIr. Spelkcr. thc econorny grcw by 4.5 per
cent in 1990 cornplrcd with 5 pcr cent in 1989, and
thcre arc signs in the vuious sectors that l99l will not
be an casy year. Agriculture grcw at 3.4 per cent
comp:ued with 3.9 pcr cent last yelr. The
rnln u lhclurirrg scctor contin ued to grow salisfactorily.
but not as well as in 1989. Growth ratcs of 5.2 per
ccnt and 5.9 pcr cent in 1990 and 1989 respectively
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