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r/ I'PEECH DELTVERED TO THE NATTOItrAL, ASSEMBLY ON 13TH Jt NE, 1985
BY THE HON. PROF. G . SAITOTI, I4INISTEII rOR FINAr'{CE AND PLANNING,
REPUB
YEAR

PRESEI{TING THE BUDCET FOR THE FISCAI,
.t: i\'i T-

1 1985 to 30th Jr:ne 1 985
I-I8R4Ri/

I1r. Speaker Sir,

f beg to move that I,1r.

TNTRODUCTION

Speaker do now leave the Chair.

Over the last twenty-two years sj-nce our rration attalned
fndepenoeJf,ceJ, the people of Kenya have demonstrated their
capacity to handle successfully, numerous chailenges which have
faced the.rn. The'most recent, and indeea the most severe, was
the i,rought of 1984. l4r. Speaker, I am sure I speak for al-l
ilonourable Members, and indeed the Nation, in paying tribute
l) those who pranented ti:e drought from turninE into a major
na-c.ionaI disaster: our Government Ied by H.E. tLe ?resid,ent
which moved swift3.y and effeet-i.veIy to purchase and distribute
grain; friend'ly donors whose generous contributrons consisted
of grains ani funos for focd supplyi our farmers whc responded to
the long rains v,'ith their usual energy and ent.husiasm, ancl all
the people of Kenya who bore their trials and tril:ulations wlth
pacience and calm. We should abol,e all thank God Almighttz ' : .:
f cr <ri ving us adecluate rains this year.

Ivlr. Speaker, as we disengage our attention from this
recent challenge, thei'e is need to look forward to some long term
chailenges wirich nust be overccne if Ken1,3 j-s to resume its
Cer,'elopment j::,to a i:rore self-'reliant anC prc.spcrous nation. Our
basic economie objectlves remain as they have always been since
Independence to improve the v;elfare of all Kenyans. To
achieve thisr w€ need a reSUff,p*-ion of rapid. econcrr.ic arowth, the
benefi-ts of which ir,ust l:e widely and equrtably d.ts:ributed,.

Two fundamental needs unoerlie aI1 econolriic polic.y irr
Kenya today. First, Lhe need to get the economy growing aga5-n.
Second, the need to sustaj-n this growth over a iong period, to
enabl-e the economy to accornmoclate a much larger population at
the end of this centurv at a reasonab-le standard of livi-ttg.
A IonE period. of vigorous growth considerably faster than the
growrh in population -- is essential if our economy is to
generate sufficient resources to increase the incomes of all cur
people 5-n Kenya; prorride educatj-on, better healthr; w&ter supplies
and other basic neects; and begin to reduce heavy dependericy on
foreign assistance.

As I stated. j-n rny budget speech last June, the econony l^ras
at last pulling out of the reeessi-on whj-ch had started duri-ng tne
1979 oiI crisis. We then were loohinq forvrard to rene\n/ed growth,
but as f also warned in that .speech. thg failure of ti:e long rains
was going to put a straln on the econorny. We successfully
surmounted the adrrerse effects cI the drought. InCeeC, Ir'e are
greatly encouragled by the fact that our capac-Lty to bear this
burden was greatly strengt-hened by the consta:rt suppcrt and
guidance of ti. E. the President. i arn sLrre Hon. tr{embers wj-Il join
me in paying;ribute to H. E. the Presj-Cent for steering the
Nation througir the crisis and for his continued enlightened
guidance of this Nation.
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In sp ite of these setb.rcks. I belj-evc the eeono:;li' ls j-n

ag ood position to recover from th-e clrought, put other Probtems
beh ind us, and laui:clt a- ilel:iod o1: ecoi:omic pi:oEi:ess as 1aj.1 iloi;
in the Deve3.opment Pl-an, 1 984- 1 9BB. In that connection, v"e hop2
to achieve the Erolth targets set for tlle .l ast t.hrpe \rearsi r-'1:

the PIan, that is, 5.38 P<:r Year- Tc achieve that target, it l'r:'.1 .i-

be necessary to rncbilize d,)mestic resources more effecirvclr'
for investment, to direc'L Lhose i nves'tl,renLs iil mc.rre protlucti',re
undertakingsi to l-ncrease utilj-za Lion of the alreadY installed
capacity; and to rcsume econcml-c growth j.n an environment of
stable prices. Hence, the theme of mv Budget rnessage todaY
i-s "Mobilizatiorr of dontestic resources for r€rl€tr,€d girowth". It
is m1z hope that aS a result of the measLlres f shall annollnce
latei today, Kenyans will seize 'Ehe opportunity to save and
utilize,pur scarce resources for economlc recovery'

TIIB TN1'ER}iATIOT,IAI, f,CONOMY

Mr. Speaker, duri.ng 1984, the industria-l-ized couni:r:ies
experienced a.n extensi-on and intensi'f -i-cat:;ln of econornic ":eciovery'es-peciaily the United Si:aLes, lvltere Gross Nai-ionaJ- I'r<;d'-ic'; grev/
by a1mosL 72. However, 'b.lre ef fecLs of Aulerici.r! gru-lvLh u/€r'€ i'rot
oria*:.y shared. Although Japan enjoye{ 'growtir oi a1Los'c 6t,
f,u::opl,s rCco-Jerjr I-Lggcd.,'.;lth 3ust Cvcr ?.2 Ircr,'**h. ::'-'tl'.e CECI)

countries together expancled b1, jtlst under 5e; :L;r 1981. !'Ij-th e
significant sl-owdorrn already underway in tl-,e UniteC S'caLes, wo

expect l-ess expansion in 1985, pcrhaps r;.'j-th an cverall rate cl
grbwth of 3ea for the OtrCD econcmies as a v;i:ole. '.hus i:l're

ind.ustrial countries wj-ll probably not proviCe tire conclitj-'--ns
fo:: a developing corintry export br:om this izear.

An encouraglng 'rspec'c of t'he'recove::12 I'ras been t'he
continuing contrcl oi inr'l-ation. Constrmer pri-ces j.ncreasec by
only 3.3ei in the Lhited Staies iiu.ring'1984.. despi.te the st'rong
economic expansion, and hy 5? for the OECD countrj-es as a group' --1

price iircreases are expectcd to remaj-n moderate for thj.s ycar
ancl ne:r:t, re<lucing ibe i-tirpact of irnported inflaticr. Lc the
develoi>ing countries.

comrnocity prices, helped by the economic recovery, roso
by 2.62 during ig-Oa, but rt)main 142 below the 1980 .l-cvel. Coffce
and tea rvere i*or,g the strongest commodit-ies last year: coffee
price s rose 102 on averdge ;rucl vrere 6A above Lheir 1980 Ieve.l.,
iuf,ife tea prices surgecl aheacl by 50? in 1981, and were 5ttL al>ove
the i980 average.

Exchange rate movements, especially of the u:9. dollar'
have been heaclline news for several months. t4" dollar gainc-:d 88

in weighted average terms aigainst American' s traC:-ng partners
during 1984, ancl tlas enjoyed a remarkable 44eo gain since 1930'
Oespife the recent vreakness iu t'!re dolliir, -it has maintaj-neC iis
strlngth to date. The d.cllar's strength, together witil tl:t: U'S'
ecOnOmj-c recgvery, have 1-r:covi<1eci an expolt boom for i-hose {Jo(il,t"i: j'es

able to seIl in Lfre Americai: market. These i-nclucle several newly
industrialj.zing developing countrles, but has been of less advantac
to prJ"mary exporti.rrg countrles like l{-enya-

The do1lar's surge carries two dangers for develop j-ttg

countries. First, it his raised the spectre of protectj-onism in
the U.S. and Europe, as American industries faCe j-ncreasing

import competition. Second, in world currency markets, \t'h.a't r'(
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I now come to my raxatlon proposals and. in accord.ance
with our normal practice, I l,iould. ask Uir. Speaker that this Speech
be taken as Nctice of Motion to be put before the Comnlttee of
i;,ays and. L{eans which is to d.eal l'ilth the measures I an about
to announce.

I have already explained that i clo not think that
this is the time when I should significantly increase the pr"esent
burden of taxation. I have, hovuever, a long list of proposals
for comparatively mlnor changes iri irnport ,fut1es. There are
two maln reasons, the first is that the devaluation oi' sterling
has led. to sone reductlon 1n the prices nf a numbdr of'
imports. In ord.er, therefore, to avold an actual tloss of r€venue
and in order to malntain the former effective rate \qf pmtection
for Kenya manufacturers, it is necessary to ad.just the rate
of d.uty by about lq/o. By an increase of LW, I d.o not mean
an increase from 5@, to W" but f ron SCdl to about 35+1;.

The second. main reason is that the tlme has come when
we must take serious account of posslble balance of payments
problenrs 1n the future. Our foreign exchange reserves are
ad.ecuate at the moment but must be used. to pay for the
capital and consumer goods vrhich vre rea11y need.. They must
not be frittered- alvay on non-essentials. Includ.ed. in ,ly
proposals is, therefore, some increase in duty of abott.t
LO/, or more on coinnod.ltles for vrhlch there are suitable
1ocal substltutes.

t'here are al-so one or tv;o proposals for increases
1n lmport and. excise d.utles purely for revenue reasons.
Although I am preparecl to take some rlsks in maintainlng the
momentum of d.evelopment expend.iture, if necessary, even by
resort to short-term borrowing, I must find. some money from
revenue for d.evelopment, and must also bear in mlnd tltat
if we have another big malze crop i;here w111 be losses on
exports part of vrhlch vrill faII on the tax-payer and" have
to be met by supplementary estjrnate.

Honourable L{eiobers ',viIl recollect that last
year I lncreased. to 5V/, the d.uty on a number of processed.
food.-stuffs for lvhich there ',',lere locaI substitutes. I d.o

not pr'opose any increases where the d.uty 1s nov/ 50f'o, but d.o

propose to make thls rate the general rate for all processed-
f ood.s . In one or tvrro cases, where the present
rate is niI, I am proposing a d.uty of only 37yi" to avoid too
Iarge an irnpact i-n one year. I d.o not propose to go through
the 11st of changes 1n detail but should perhaps mention the
increase from niI to ZTyk tn the duty on dried fish and.
beans. No one can say that there is not plenty of both
commod.ities available in Kenya from }ocal sources. Some

of the fooit iterns on whlch the duty is being increased may
constltute the raw materials in a 1ocal lndustry and f have ln
mlnd 1n particular the manufacture of confectionery and I
vrill be prepared to consid-er refund-s of duty to l-ocal
manufacturers who can establlsh the need. for this.

I next come to a number of groups of items on vthlch
I am proposing to increase the d.uty 1n ord-er to maintain the
pre-d.evaluation level of protection and. also to safeguard. the
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revenue. l'fhere the duty vras 5C% it v'riIl go up to 55{/ vuhere
it vras 37Y/" it w111 go up to 4Ue, Md where it was +W Lt vuill
go up to 4W. This shoulci. not by ltse1f cause any slgniflcant
increase 1n wholesale or retail prices as compar"ed. with prices
in November 1967 befrre d.evaluatirrn. T'he list of gmd.s nn which
the duty i; being increased. malnly fnr protective reas^ns
includ"es Soap, Polishes, Envelopes, Footwear, Bricks, Ti1es,
Bottles, Nails and. Screws and Brushes.

The list of good.s on which an ir,crease in duty
is being rnade purely to maintain the level of revenue includ.es
tyres and. tubes. rqntor veh'iel.es and spare parts f 'r mctor
vehlcles. The duty on tyres u'ilI go up from Shs.l/25 per
Ib. to Shs.l/5o per Ib. There vr11l be no change in the d.uty
on transpcrt vehrcles but the rate on passenger cars w111 be
adjusted.. 'Ihe present rate nf duty grad.ed. in accordance with
engine capaclty :.s' 5@o, 4(Yto, \Wo and. 7U/.. ?hese rates will
become 35.Y", 4W, \WA ai,d. BQlu. Cars vrhich come from countrles
which have d.erralued. should. not v'rith ttre nevr rates cost more
than they diu bef ore d.evaluatinn.

I must ad.mlt that purely fn-,m a revenue point of vievr
the larger the car that is bnug[1, the happier I am, as the
Treasury w111 get more revenue in import duty ancl petrol tax
but from the balance of payments polnt of view I would not be
scrry if some of those who planned. to buy large cars now decide
tu buy smaller ones,

There 1s ancther group where the proposed lncrease
1s malnly f nr p:.'otective reasons, although it 1s also necessary
to avoid" e loss of revenue. Thls 1s the group consisting of
textlles and all kind.s of garments. lihere the duty is now
Nfa 2 it w111 go up to 45/6 and vrhere there are specif ic duties
these w1ll go up from Shs.V- to Shs.UtO, from Shs.L/Z5 tn
Shs.l/55, from Shs.L/5O to Shs.l/@ and from Shs,2/75 to Shs.5/-.
Inspite of this increase, I d.n not expect to get i-.ncreased.
revenue from impr.rted. textlles and. garrnents in l96C/69 because
nf the SXpeeterf in.r'Pq.ec irr Jar.a} orodUCtion. I d.O nOt,
however, feel that the tlme has yet cnme for me to propase any
increases 1n the very }r'v,r excise duty of 25 cts. on lncal-
cloth. Those lvho lvant to avoid. paying mcr€ for imported. cloth
should buy lecaI.

I now come to a proposal which 1s ne"de for purely
revenue reasons. In }ast yeart s Buclget, a d.uty was imposed on
cLmeras and the only reason vrhy calneras had previously been
duty-free lvas because -t was thought that this lvas 1n the
lnterest of the tourist trad.e. However, the Customs Department
has mad.e suitable arrangemen'bs under whlch tourists can bring
jn and take nut their cameras. l'he same consid.erations 1n my
view apply to binoculars and- telescopes on lvhich I propcse a
d.uty of rc/,.

f novr turn to exclse and- here is my one fairly majnr
revenue measure 1n relation to lndlrect 1sxs,{irln. 'Ihe duty on
cigarettes has now remalned. at 1ts present level for three
years and. I think that a rnccl,:t increase which v'r111 brlng in
about l(s400r00 car novi be rnad.e lrlthout any seriorc eff'ect
on consumption. I propose that the rate of duty should go up
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on cigarettes, tobacco and. cigars. Th" rut.-il pricu per packut
of' tiventy med.iurn priced cigarettes such as SPOliTSl[rAN will go

up by 10 cents, rathcr less for the chcapcr varioties and rather
nore for the e:pensive varieties.

In order to keep the level_ of the import d.uty :-n
11ne with the excise duty, there vrill be a si:nilar adjustrnent
to the rates of tax on lmpnrted. cigars, cigarettes, nanufactured.
tobacco and snuff.

I nor,v turn to d.irect taxation and. rv1ll deal r'ir.st
with Corporation Tax. This as Honourable [lerabers are ar/vare,
has been increased. to 4Ai6 and- v'ihen I announced. this increase, I
sa1d. that I would d.o ny best to avold a further increase 1n
the j-nulediate future. I do not thlnk thrat it is norv the right
tine for rne to ilake any increases in Corporation Tax.

I next turn to personal income tax, and Honourable
Mernbers w111 recollect the cousiderable d.ebate vrhich took place
last year on my proposal to red.uce personar allolvances. I{e
lvill, Do doubt, have to consid.er further actlon or these lines
in d.ue course but I d.o not propose to make any change in the
present rate of tax or allowances 1n thls Budget.

I estimate that my revenue proposals v,riIl bring in
ad.d.ltionaI revenue of apprr:ximatery K9,7001000 all of lvhich l,iil1
be required, for d.evelopment expencliture,

ii,iy taxation proposals have becn d.iscussed. lvlth the
Finance Ministers of Ugand.a and. Tanzanj-a r,vho lvill be announcing
thls afternoon similar changes in Inport d.uty and somevrhat
d.ifferent rates in Excise d.uty. Both Governnents, particularly
uganda, will also be announcing further taxation changes. rtis not for me to refer to these changes here, but the-Kenya
tax-payer will be gettlng off comparatively IlghtIy. The reason
for thls t have arread.y explalned.. i cto rrot feel, at a tiroe
when the econony as a whole 1s not as buoyant as 1 should like,
that r shourd inpose any signlficant additi-onal taxation.

The effect of my rreasures on the cost of living rivlII
be very smaIl, I am ad.vlsed that the l,iager Earners' tndex
w111 go up by less than one-third" of one polnt and that the
1,iid.d.1e-Income Earners' Ind"ex w111 rise by about one point only.

T'o sun up, expend-iture both recuruent and. d.evelopment
of I(€,BB* miIllon in 1968/69 w111 be flnanced to the extent of
i'r065 m1I11on frorrr revenue and. Kt25l rnitlion from borrolring, A
littIe nore than half of the borrolving i,'riIl be from overseas
sources, mostly on very favourable terms . T'he recurent
expend.lture of IG61.5 m1ll1on vr1l1 be fully covered. by revenue
and 1t w1II be my aim to transfer KS5 mltllon fron the
pscurrent to the d.evelopment exchequer before the end. of the
financial year" I may not achieve thls airn if I again have
to come to the House with a large suppleraentary estimate for
a:r,,ize export losses.

Anyone listenlng to, or read.ing H1s Excellency the
Presld.ent's Speech on i\iad.araka Day could not fail to appreciate
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2 the great progress which has been mad.e since Independ.ence.

For example, the Natlonal- Income has risen by IG100 miI1lon
slnce 1965 and r see no reason why it should not rise by at
least as much over the next four years.

One of my colleagues in the Government ls reported
to have sald that only a b11n.1 man going round the country
could fail to observe the great changes which have been and
are taking place.

However, I must ad-urit that only a d.eaf man with a
very special type of hearing aid would, when going round the
country, hear nothilg but praise and. approval of vuhat the
Government has done, is d.oi:rg, and plans to do. This, howevor,
is a healthy sign in a Denocratic State and I w111 look ferward
wlth interest to the crlticisns which Honourable Members will
nake of my Budget during the next fe:v d.ays. f am, however,
confldent that vrhen rrry time comes to rep1y, I w111 have no
d.ifficulty jn defendrng what I be.ieve to be the least controversialof the six Budgets whlch I have presented to the House.

Mr. Speaker, Sir, I beg to move.
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