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appointed by His Excellency the President on 4th April, 1990, to map
f outstrategies to deal with the unemployment problem in the country

| bothin the short and long term. The Committee completed its work

. and presented the Report to His Excellency the President on 30th
i January, 1991,

0.2 The Report whose ful] title is, “Development and Employ-
mentin Kenya - A Strate gy for the Transformation of the. Economy”,
is divided into seventeen chapters which are grouped into four parts,
namely, analysis of the situation, general macro-economic policy

domestic and foreign investment for increased productivity and |
employment generation. In its Preface, the Report starts with a
review of Kenya’s struggle for independence ang the challenges of
nation building, particularly the need to build a united, non-tribal,

hon-racial, democratic and economically strong and sustainable
society.

03 The Government has carefully studied the Report and thi
s official response to the findings
observations and fecommendations contained in that Report. O
the whole, the Government accepts the Report as a good basis for
general economic policy formulation for not onlyshort and Iong ter
employment creation but also for development in general, Th
Government therefore wishes to record its appreciation to the mem

bers of the Committee and its Secretariat for the perceptive Repor
which reflects considerable research.




0.4 For effective follow-up and review of the implementation
of the accepted recommendations of the Committee, the

Govern-
ment will establish a Standing Cabinet Sub-Committee under the

Chairmanship of the Ministér resporisible for Plasining and Nationg]
Development. Membership to the Sub-Committee will consist of i .+ jssues are dev
Ministers responsible for key sectors affectad by the recommenda- enor handledini
tions. In view of resource implications of the recommendations, the

ployment gener:
participation in the Sub-Committee of the Minister for Finance will r the Governme!
be of critical importance.

1 Thisisanc

05  In this Sessional Paper, the Government highlights the
themes of each chapter of the Report together with the Committee’s
recommendations. This is then followed by the Government's
response indicating where appropriate, how the accepted recom-
mendations would be implemented. Explanation is provided in the
few cases where recommendations are not accepted.
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Chapter 2

NATURE AND MAGNITUDE OF THE EMPLOYMENT
PROBLEM

51 The Commitiee DOES that in the rural areas and in the
informal sector, the employment problem manifests itself in the
form of low and declining labour productivity and low per capita
incomes. Open unemployment is high :n the urban areas where it
grew from 140,000 persons in 1978 10 260,000 persons in 1988
representing 16 per cent of the 1abour force. The groups that were
mostly affected by open unemploymentare ihe women and the youth
aged 30 years and below, especially secondary school leavers. The
Committee feels that university graduate ynemployment is likely to
be significant in the future. It is projected that there will be about4.3
million additional members of the labour foree during the next ten
years and a further 5.2 million in the sollowing decade. In light of the
analysis of the nature and magnitude of the employment problem it
the country, the Government accepls the following recommenda:

tions of the Committee:
(i) Inorder to achieve rural household viability, educa
+ion must be widely distributed, with equal acces

in all Districts (para. 2203

Provision of utilities such as waler, fuel and healt
services should be intensified in order {0 maintal
rural household viability and stem rural urbé
migration (para. 2.21); ang,

The Government should give high priority 10 ¢
lecting reliable statistics oD employmer
household incomes and levels of living in differs
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Chapter 3
continue tq EVOLUTION OF EMPLOYMENT POLICIES
30 continye
rural aregg| 3.1  In this chapter the Committee presents an analysis of the
>nt, Government policies on employment since 1963 when the country

attained political independence. The Committee acknowledges that

xplore the ;the Government has always been concerned with providing ade-
to create (quate employment opportunities to the labour force. Policies relat-
nation of |ing to each of the last three decades are presented. The Committee

notat the commends Government efforts to r
onsibility jrural and urban areas. In this conne

educe the income gap between
ction, the Government is urged

informg] |to move fast in the implementation of the programme of promoting
utions to |the development of Rural Trade and Production Centres,

noporiant

32

The Government fully agrees with the Committee’s recom-

mendation that the Ministry of Manpower Development and
{Employment should be strengthened appropriately to play its

catalytic role effectively. Indeed since its inception in 1988, the
Ministry has been able to open offices in thirty one districts. Suffi-
cient resources will be made available to the Ministry to enable it
develop a strong information base on employment trends and man-
power development activities, The recently published report of the

national manpower survey conducted in 1937/88 by the Ministry will
facilitate national manpower planning,




Chapter 4 e
policies
RESOURCES FOR DEVELOPMENT AND EMPLOYMENT growth 12
4.1  The Chapter discusses issues relating to the availability ¢ _4-4
capital resources for generating desired rates of growth in emplogfiont that
ment and output. It is noted that decisions to save or invest by thmeasure:
private sector can be significantly affected by policies made by thothers
Government. National savings and investment are also affected b;iﬂduge ¢
Government itself through its budgetary operations and the publjcreation
investment programme. In this connection, macro-economic va fi,“cl”‘de’1
ables like domestic and foreign savings; capital formation; inter
rates; exchange rates; the budget and its management are discussedicemre‘

4.2 The Government accepts the Committee’s recommenda. -
tion that implementation of programmes which raise productivity ij VigoTou
agriculture and returns to investment in rural non-farm activitie; PUSINES
need to be speeded up. At the same time, other constraints which 100 o

lead to low utilisation of completed facilities will be identified a
deult with (para. 4.15).

43  Current Government pronouncement on GDP targets a
contained in Sessional Paper No. 1 of 1986 on Economic Manage-: |
ment for Renewed Growth and the Development Plan, 1989-1993, 111_c‘1u§ie
Whereas the Sessional Paper was more ambitious and put the target nISaLio
at 5.6 per cent for the period 1984 to 2000, the Plan has a target of 1215 @
5.4 per cent. The lower target in the Plan is based on more recent’ _Gover}
statistical evidence which shows that actual growth rates for 1988 and of bot
1989 were much lower at 5.2 per cent and 5.0 per cent respectively packa,
due to several factors. These realities suggest that there are difficul- @evei(
ties associated with economic target setting, The Government there:, 118 €%
fore notes the Committee’s recommendation that a target be set of: th;oug
no less than 5.5 per cent average annual growth rate of GDP for the. mitiet
next two decades (para. 4.33). In this connection, appropriate
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p_ohcies will be formulated and implemented to achieve target
gmwth rates of GDP which are based on projected realitiss,

| Centre. In addition, an appropriate investment code will be estab-

¢ business levels to advertise Kenya as an attractive investment loca-
‘tion. This has been done in the past and it will be intensified in the
it future.

 mendations on measures aimed at increasing national saving ratio

~ development of the capital market; relaxing and eventually eliminat-

4 The Government accepts the Committee’s recommenda-
nthat the nation must devise even more imaginative and stronger
easures to make the Kenyan market at least as attractive as most
hers for foreign investment funds {para 4.39). The measures will
cude establishment of Export Processing Zones (EPZs) and the
eation of the necessary enabling environment. Other measures will
clude implementation of the simplified investment approval pro-
cedure and the one-stop scheme by the Investment Promotion

ished. Government will also explore ways and means of allowing
remittances of dividends on a timely basis. It is also agreed that more
vigorous efforts should be made at the political, official and private

45 The Government fully endorses the Commitiee’s recom-

from the current 17 per cent of GDP to 22 per cent. These measures
include elimination of Government’s dissaving through tax moder-
nisation programme, review of user charges, divestiture of parasta-
tals and reduction in the growth of the Civil Service. The
Government will also encourage the willingness and ability to save
of both households and businesses in the private sector through a
package of incentives such as high and positive interest raies;

ing exchange rate control regulations; and supporting co-operatives
through education of the public and co-operative management com-
mitiees (para. 4.51 to 4.56).




grees with the Commitise that invest,
ment should emphasize widely dispersed small scale industries an
increased agricultural productivity rath

which absorb large amounits of scarce capital while generating
small number of jobs. Programmes that wonld implement this polie
include small scaie enterprise development, informal sector finang
ing, eredit facilities for Jua Kal; development by commercial banky
and District Development Loans Fund for agro-business and relatag:
activities, : '
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s1 Maintenance of peace and stability at the political level,
officient administration of public services, 2 framework of economic
regulations and incentives which encourage savings, investment and
enterprise, and adequate physical and social infrastructural facilities
constitute some of the vital elements of an enabling environment
which will encourage the growth of private enterprise and help it to
prosper. In this chaptes, the Committee emphasises the fact that
cconomic development of the nation is a joint venture in which all
parties concerned - the Government, the private sector, the NGOs
and the international community - must play their respective roles.
To this end, the Commiitee examines the issue of working relations
vetween the public and private sectors, stresses the need for mutual

trust and effective consultation in all matters of national concern and '

notes that building and maintaining such relationship will call for
initiative and greater efforts from all parties concerned.

52 TFollowing the analysis of the various relevant issues, the
Committes makes the following specific recommendaticns:

(i) That there is need for continued maintenance of
the political values of democracy and openness, and
the preservation of unity and security. 1t is of utmost
importance in this context to guard against evils like
tribalism and absolute poverty, which if allowed to

grow, may destroy peace and stability and thereby I

jeopardise economic progress {para. 5.07);

(ii) That the State should properly manage public af- ]
fairs especially in the design and implementationof |

9
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)

(vi)

(vii)

Iy and collectively (para. 5.08);

Macro-economic Management of the economy |
must oe conducive to growth of saving, investment |
and enterprise with special stress on contrel of |
budgetary deficits because of their central role in

the generation of excess demand and imbaiancesin |

the economy {para. 5.0 and 5113

That the budget deficit should be cut down progres-
sively to an even lower figure than the current target
of 2.5 per cent by the year 2000 and thatinits efforts
to reduce the budget deficit, the Government
should concentrate primarily on reduction of ex-
penditure which can come abouyt through strict
monitoring of budgetary allocations with 2 view to

cutting down wasteful expenditure {para. 5.14 and
5.15:; .

That while opening domesiic industry to competi-
tion from overseas suppliers, the possibility of
dumping should be guarded against. It will also be
important to ensure that the competition is fair in

the sense that initial conditions are comparable
(para, 5.17);

That the State has to provide an adequate physical
and social infrastructure to encourage private
enterprise (para. 5.20);

The Joint Industrial and Commercial Consultative
Committee (JICCC) should be revitalised and
strengthened so that it can serve as the principal

control regulations which affect citizens individual- !
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i
1

foq 210 Curremtlythe small-scale enterprise programimes lack effec-
Ve institutional guidance and co-ordination which are essential for
luoir success. In order to eliminate this constraint, the Ministry of

- fy.flanning and Nationgl Development will provide the necessary

stinutional backup and establish amore cost-effective coordipating

jechanisI.

g

1911 In order t@ enable the local authorities, who are batter
Jaced in identifying invesiment opportunities and needs of small
ccale entrepreneurs in their respective areas, make tangible
- jprogramines for small emerpﬁsa development, Government will
ontinue to assist them in the preparation of development plans and
projects for improving infrastructural facilities under their jurisdic-

y |tiom.

712 Small enterprise sectoral associations can be effective in

| providing information, training, and investment advisory services to

fmember entreprencurs. More importantly, these associations can
‘be very useful in providing collective and cost effective material
ourcing channels and marketing outlets for products. Therefore,

nore sectoral small scale enterprise associations will be encouraged

o ensure rapid take off of smail enterprise development program-

mes. In addition, an effective mechanism for gathering, analysing . -

nd disseminating information will be put in place by existing .

elevant private sector and government institutions. -

213 Although some supportive measures have already been ,
tramework for business,

aken, to ease some consiraining 1eguiatory
the following other measures willbe taken by relevant Ministries. in, -
consultation with the AG’s Chambers: 4 N

_ .
(1 A Comprehensive review of all pertinent Acts andy;
in depth analysis of the extent to which such Acts),;

L




have adverss impact on the SSEs, either directly or
indirecﬂy;

Review of licensing arrangements and building
codes for small enterprises with a view o relaxing
any of them that hinder SSE businesses; and,

Restructuring those clauses of the Employment
Act which restrict access tg employment by women
in certain industries other than for medica and
environmental reasons,




. CHAPTER THREE
CENDER SPECIFIC ISSUES

| 3 1 While in manyrespects the problems, challenges and oppor-

Junities are similar for male and female entrepreneurs operating a
. mall business, women nevertheless face a number of special con-
 ytraints which call for urgent remedial action.

32 Alth@ugh the laws of Kenya pmvide for equality between
men and women, in practice women are still disadvantaged. For
example, the Employment Act restricts most women from running

businesses in their homes or being hawkers. Although inheritance

laws were revised with the Succession Act of 1981, women have

|rarely actually inherited land and other property in their own right.

This medns that they lack title deeds which are still the most com-
monly used forms of security for borrowing money.

"3.3 Education on its own does not guarantee successful
entrepreneurship, but it enhances the women’s ability to embark

‘upon non-traditional entrepreneurial activity, to link up with tech-
{ nological innovaticn in production or to penetrate into organisations

and institutions that contribute to policy or programme development

i for SSEs. '

' 34 Lack of time due to the multiple roles of women in Kenya
constitutes another major constraint in womens’ participation in

pregunancy and child-birth which take their toll on health.

§ SSE. The traditional delineation of labour persists with women ||f
" assuming the entire responsibility for child care, the largest share of
- family activity in the provision of food, water and fuel-wood and the
general maintenance of the homestead, in addition to their other |
economic activities. Women are also overburdened with frequent |
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effeo.] ntrepren@hrs The majority of existing financial institutions are
Tt mar.jocated in urban areas while the majority of women entrepreneurs
emdem ve in rural areas. As a result, most women are totally unfamiliar
en are withinstitutional banking and creditsystems. The creation of smaller
tion offinancial institutions for revolving funds and mobile banks with )
Operty putreach programmes is already in progress but needs to be ac-
[ deep celerated. ' ‘
- Ieis| | i
on i 3.9 Currently, information on womens’ involvement in SSE is
virtually non-existent. To correct the situation, the Ministry of Cul- 1
ture and Social Services has already initiated surveys on women’s
tad a activities. This programme will be intensified since it is only through |
¢ are |awareness of levels of womens’ involvement in SSE, their survival |
their |rates, and constraints faced by them that appropriate programmes |
that | for their support can be developed. L
dack | : | I
vack | 3.10 Theintroduction of appropriate technology should diversify ||
be- | women entrepreneurial activities by orienting them away from the
‘perennial sewing, embroidery and handicrafis to the production of
more marketable and more renumerative items. In this context, it
ich § willbe necessary to develop technology which women entrepreneurs |
ion | can afford and which they can learn to use and maintain with ease. |
ten 1 In addition, continued provision of basic needs nearer home will |
act |:result in women entrepreneurs having more time for their SSE

eir | activities.
de L
:n } 3.11 The organisation of women into groups, self-help or other-

k- | wise, has provided to some extent a viable structure through which’
al § women can support each other and benefit from development initia ‘
is " tives. Of particular significance in this regard are the wgmens’f
f income gcneratmg pI‘Oj"”CtS that are organised as womens’ groups;
i enabling supporting agencies and extension personnel to reach m@re#
- | women while at the same time allowing more women to ieam'

1 o togetherand encourage each other. Group approaches in SED have),

15




however, revealed major problems arisin
of womens’ groups activities as social welfar
business venturss. Most of the so-
tivities are non-starters while the groups themselves do ot lend)
themselves o the spirit of enirepreneurship, Considering the cyr.
rent policy emphasis on womens’ groups and their role in oringing

women to the threshold of mainstream SSE, there isan urgent nead
to rethink and redefine their role,

called income-generating ag.

3.12 Women need to know more about their rights, inheritance
laws, how to form women's groups, howtoforma company, and how
10 getinto tendering and sub-contracting. The Public Law Institute,
the Women’s Bureau and related Ministries and private ssctor or.
ganisations will hold legal awareness seminars, The media will alsg

- highlight pertinent issues through the radic and newspapers. The .
employment of a multi-media approach will ensure that INany more
- Women entrepreneurs ars reached,

3,13  One of the most striking features characierizing women
: entrepreneurs, especially in rural areas, is lack of information and
awareness on SSE matters. Existing official channels of COMLIMINIca-
tion do not necessarily reach all women, There ig need therefore g
employ a variety of channels including women’s groups, churches,

cultural groups, and interperson communication, in addition to the

mass media and formal workshops and seminars, ' :
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CHAPTER FOUR

CREDIT FOR THE SMALL SCALE AND gua EALT | -
ENTERPRISE SECTOR

W14 1 Sines independanes, Kenya has witnessed comsid
Tinging ;’éffc’?mh in financial institutions some of which havs been spe
"2 nee designed for lsnding to the smal and medium Snterprise sector,
Ef”fhese include ¥enya Indusiria Estates ( KIE), the Joint Loan Board
. lecheme (3LB3), and the Sman Enterprise Finance- Company
523?% (SEFCOC), which i§ aprivate company, In a@diﬁ@ﬂs other institutinas
i oW eave developed within their portfolio special crediy Programmes fpr
“litute, the same sector and these include Industrial and commercig]
o7 or- ; Development Corporation (ICDC), Xenya Commercial Bank Lid,,
H?_ESO_ ‘Barclays Bank of Kenya Limited angd National Bank of Kenya
: Limited. Other sources of Iimited credit to this sector have heen
- Dore from over 600 Non-Governmentaj Organisations (NGOs)
4 fegisif;ﬁ'ed in the couniry and a few small enta, prise associations,

£rable
cifically

T T B A

42  The volume of crad

it 1o the Small Hnterprise Sector by
[and pecialised institutions since independence is estimated ai Kshg,
(’;a' 112 million, as indicated in Table 1, ;
Mo

| es.

_ Table 1
- Small and Meadinm Enterpr

ise Lean volume of DFIs Sincs Inde-
pendencs
Lendin Agpmmma;i@m an Amonni
Institutions (K.Sh. million}
KIE 300
ICDC 372
JLBS 170
SEFCO 70 (
Tofal IEE v — ’
- Source: KIE, sEF C0O, ICDC, Minist

try of Commerce, 1588t
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ihe SBE and Jua Kali sector.

'studies, project appraisal, project implement
rehabilitation and other management advisory ser-

| contribute towards the Trainin
| reimbursed for expenses incurre

¥ the SSE sector. The Centr

on-lending to public aﬁd private financial institutions for lending to

4.7 Banks and Deveidpmem Finance Institutions provide cer-

their SSE clients before and after extending credit.
IThese services are expensive and include preparation of feasibility
ation, project super-

lyision, training,
vices. Unlike the DFIs, commercial banks are not

any charges for these services.
integrate these services into their lending programmes, the Govern-

ment will consider allowin
services rendered to their SSE and Jua Kali clients.

aliowed to levy

48 Medium and large scale firms including banks and DFIs

employees. To develop the SSE entre
will revise the application of the Indus
accommodate the use of the
their SSE clients. In addition,
Applied Technology,
Directorate of Personnel Manag
ing fund for SSEs and Jua Kali entrepreneurs.
fund will include Government, the private sector, an

community. -
46 To ensure efficient operation, the

constant review.
consultative forum where banks will ¢

policies and regulations that otherwise

initiate studies on comparative risks and costs assocl

To enable the commercial banks

ing them to charge reasonable fees for the

g Levy Fund, from which they are |
d on training of their own
preneurs, the Government |
trial Training Act so as G
fund by banks and DFIs for training of |

the Ministry of Technical Training and i
in consuitation with the Treasury and the
ement, will establish a special train-
Contributors to this|

d the donor
I

above changes deserve
In this regard, the Central Bank will put in place ¢
ontinuously review the varioug
hinder the flow of credit ¢/
al Bank will, through the same forum | |
iated with lend} |
iii 2 :




ing to the SSE S£€tor in Kenya in order i lay the gronadwork for
foture policies in the banking sector,
410 At presens the Pevelopmeny Finanece Institutions are not
authorised to take geposits. To enable them attract ang accepy
- Saving deposits from the domestic market a5 the primary souree of
- funds for lending to the SSE and Jua Kal; sector, the Governmen
- will work ont ag appropriate arrangement for the Institutions,
4.11 Governmeny’s 1o
-+ institutiong atfects the gy
' use by the private sector.
- Teducing ¢!

financig)
lable for
ther@f@re, €ontinye
¢its in order o release

Oanable funds avai
Govemmem will,

private sector, The Proposed consultative
forum under the auspices of the Central :
T i

=
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nancigy

t,:emjt pelicy of Governmen;

e sector has been to pass th

orrower, This has tendeg ﬂg

m bonpwing when the loan

; fze pohcy in this respect mﬁ
§ and wﬂ.l in future continye
CT to stimulate the flow of

I€5$ community through ﬂae

- ali sector have beep insig-
~ ©export financing armnvg-
through the Central Bai‘?&k

m export credit guarantee,

urance scheme. In addition, the possibility of establishing an S5E
sxport credit fund will be explored.

114 Generally, all lending institations require coflaieral for

SOUrce of | securing their loans, The SSE and Jua Kali borrowers are often
-+ lynabie to provide the required collaterals, which are rigidly stipu-
% 11ated in Central Bank guidelines. Totackle this problem, the Central
| Bank, in coflaboration with commerci
| tlons, will review the lending regulations and procedures with a Figw
1 1o making the collateral requirements more flexible and responsive

e credit needs of the SSE and Jua Kali sector.

al banks and financial institu-

415 Credii guarantee schemes have been used to g limited ex-
nd with some success, for purposes of alleviating the
by increesing the flow of credit to
Tua Kali artisans, youths, woren eic.

tent in Kenya,
collateral problem and there
specific target groups including

| These schemes have been mainly donor funded and aithough they

| arege .
- Ranks, NBFI's, DFIs and SSE associations will be encouraged to

| initiate more of these scheme
- undertake asindy on the viability of settingup a broad-based nation-

al credit guarantes corperation.
| couragedto subscribe t0 it

nerally not a compiete soluticn to the problem of cradit rigks,
s. In addition, the Government will

Commercial Banks will be en-

Iy in their dealing with 58E norrowers whom they consider as risky
with high credit delivery costs. To overcome this negative attitude,

SSEs and special target groups; and,

21

416 The bankingsystem has tendedtobe conservative, especial-

of bank officers towards SSE borrowers, the College of Banking and-
Finance, in consultation with the Central Bank, will develop ap-

propriate curricula for providing two types of courses:

(i) reorientation workshop for bank officials with spe-‘!fij
cial emphasis towards the potential in lending tc f
|
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'CHAPTER FIVE
NON-FINANCIAL PROMOTIONAL PROGRAMMES

3.1~ Besides a conducive paolicy environment and adequate
ieredit, small scale enterprises require varions non-financial services
nter, 31 jat diﬁferem stages of their growth. These include managerial izmd
" [technical training, counselling, consulting, marketing, extension,
programme design, programme implementation and evaluation, use

of technology and quality production. The following problems have
| been encountered in regard to these services:

) lack of enterprise culture;

(ii) poor quality programmes;

(ii)  non-coordination of programmes;

{iv) high cost of NFPPs;

(v) inadequate involvement by private sector;

(vi)  lack of sub-contracting; and

(vif)  inability to exploit market opportunities,

5.2 " An enterprise culture is an environment that prepares the
community as a whole to take advantage of the available business
opportunities in society and provides supportive measures fo

entrepreneurs at all levels of development to realise their potentials,'
regardiess of sex,

5.3 Role models of successful entrepreneurs in society can in:
fluence potential entreprensurs to go into self-employment and a;
the same time inspire those already in business to do even better]




Existence of networks and forams for businesg tﬁﬂtacis enhane.
interaciion of successiul entre

preneurs with potential and emerging:
caes, thereby bositively influencing the lapter {0 g0 intc business, In|
- addition, the education system i

Stitutions will introduce cntrepreneurship education in their degree
and diploma programmes. In addition, the Ministry of Technicg]
Training and Applied Technolagy, in collaboration with other
relevant Organisations, will:

(i) conduct in-depth markes Surveys periodically to -
ideniify emerging skilis and abilitjes needed in -
business, especially in the small enterprise sector; -

(ii) provide training to ¢ntrepreneurs and their
employees in the choice and use of new tech-
nologies, especially those that gre appropriate for

- small enterprises; . -

(i) conduct markes Surveys 1o identify opportunities
for product diversification and new product
development in the small enterprise sector;

(iv) identify new potentia] markets in rural aress with a
view to Initiating small cnterprises;

(v develop mass media techniques for dﬁsscminaﬁ@ﬂ

of information on all

phases of self-employment
and entrepreneurship;

54
pmgran
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generat:
Sigﬂ}lﬁCE
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particip

achieve




(i)

¥ Professionals,

@)

guidelines as angd when Programmes or
implemented ip the country,

To this end:

volve target ET0UDs, identification of indications of
Success methods and to

plementation Stages; and,

ols for monitoring im.

(iv)

I'56 Ther
enterprise de
leads to wgstj
tion of activi
tivities of the
non-financial
ness of the p
ing measures

(i)

(i)




be used by

vould intey, -
od Planning|-

‘lop a sma,..

how to in.|

lications of !
toring im. |

(iv)

linistry of |

! monitor
D policy |
Jects are

5.6

‘There are many organisations operating isolated small

The Directorate of Personnel Management will |
give priority to training programmes aimed atsmall |
enterprise development and identify suitable
women officers for training; and

Promotional agencies, in particular public sector
ones, will make more use of existing entrepreneurs
and craftsmen in their training programmes in
order to add a more practical dimension to the
training,. Women entrepreneurs will be especially
identified.

jig‘i?r at: non-financial programmes does ot exist. To increase the effective-
- will ; ness of the programmes and enhance complementarity, the follow-
P ¢ | ing measures will be taken:

Smale 1

(i) The Ministry of Planning and National Develop-

ic and ment will collaborate with existing relevant institu-
o tions to facilitate improved mechanism for ¢
;ei?r B information sharing, research, training and other |

hads promotional activities; :
ini (ii) The sectoral Ministries {Industry, Commerce, Cul-
: ng ture and Social Services, Technical Training and
€5 Applied Technology} will critically review their
ﬁ;f' portfolio of SSE related programmes. The Ministry
mEET of Planning and National Development will coor-

ierms of
ectors ig

enterprise development programmes throughout the country which
leads to wastage of financial and human resources through duplica-
tion of activities. An umbrella organisation to coordinate the ac-
tivities of the various organisations so as to maximize the benefits of

J
i
i

dinate the activities of sectoral Ministries for con-
sistency with the national development priorities; |

27



The Ministry of Teéhnicaj Training ang
Tachri(ﬁogy will provig
and thair cmiployees ;
skills as weil gg eﬂtrepze?ﬁemship;
The Ministries of ind
andé Applied Technol
tension seryq

The Ministries of Indust
and Applied Techno]

Y and Technica] Training
0gy will provide appropriate |

Appliegeater atten
€ training tg Snlreprensy,
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,mrepreneuiﬁﬁ financing. In

iC&E Tf al.ning

SEs with exd -
accounting|.
l, cash-flow),

control; ang

cal Training|
appropriate
\ assistance |

inery sourc-
ict develop-
\Ppropriate
C'mentarity
18 vital to
Uso impgr_
:n and the

ymotional
‘romental
ind select
tiﬂg from
ance the
1tion will

rigorous

i bot
inancial
ced and

sater attempt made to develop programmes and projects that are
this regard, the Office of the Vice President and

finistry of Finance will:

thin the External Resources Depart-
development section

are complemen-
are utilised in

establish wi
ment, a small scale enterprise
to ensure that donor programmes
tary to each other so that resources
the most efficient manner; and,

O

rationalise the allocation of resources in accord-
ance with the national strategy for SSEs as stated it
the Sixth National Development Plan.

(i)

ontrol and knowledge

The SSE entrepreneurs have little ¢
ir businesses such as taxation,

.59
of external factors that affect the
licensing and the legal structure. The formation of sectoral associa-

tioas proposed earlier can play an important role in educating and
lobbying for the interests and concerns of their members. In this
regard, the Ministries of Commerce, Industry and Technical Train-
ing and Applied T «chnology will facilitate the formation of more
sectoral associations for the benefit of SSE entrepreneurs. In addi-
tion, the Ministries of Industry and Technical Training and Applied

Technology will facilitate the formation of an association of Small
Enterprise Development consultants with a view to providing small
businesses with consultancy services that they need.

' 5.10 Subcontracting is an instrument for promoting inter-in-

dustry linkages which lead to:
(i)
(i)

fuller utilisation of i_nstalled capacity;

manufacture of better quality products through the ;
- comparative advantage approach;

29




(iii)
(iv)

imparf:ing ¢xpertise; and,

employment creation,

0

» OIganisations assistip
ged to promote Inter-org,

5.12 The development of the SSE

SEctor has been
oriented towards th

e domestic market, Little

attention has beep paid |

Proper product ge

sign to suit demand and taste of
the export market;

improvement in product Packaging; angd

anisational linkages by}
hers who are beiter Placed

generally |

o9,
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factors have
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- (i)
(iif)

(iv)
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(vi)
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(ix)

)
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CHAPTER SIX
AGENDA FOR ACTION
chapters of this Paper,

6.1 In the preceeding

mderdevelope :
Pdrctors have been identifie

id the econonjy

d as inhibiting the development of the

the following

the Ministry o’ji

small enterprise and Jua Kali sector:

subcontracting, G)

e, will promotg}
advice on posd

itions assistingh ren ‘ : . .
nal linka glztslgi (ii Inadequate physical infrastructure;.
2 better pl ﬁ
placed, (iii) Limited markets for the sectors’ products and set-
vices;
gen gen :
has feexf ;ﬁ% : (iv) A weak institutional infrastrucmm;
0 expand . . T
re ;i?: expii-? () Poor information gathering and dissemination. - |
h‘ti, standards cluding lack of adequate extension services;
collaborati | )
' Pfﬂgramj;g ' (vi) Lack of policy on gender specific issues;
(vii)  Poor access to capital;
land taste |
of (viiiy Lackofan enterprise culture; i
!

d (ix) Poor project and programme planning and im-

_ plementation; and :
producti . . :
-ocurem ;gtl’l x) Lack of managerial skl}ls. .

6.2

A wide range of p
or alleviating these cons
this chapter, however, 0

Lack of coherent policy guidelines and un-
favourable regulatory environment;

olicies and strategies aimed at removing
traints have been outlined in this paper. In
nly those policies which require significant
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(i)

iii)

The Ministry of Research, Sci
ogy, through its parastatals an

The Government wil] continue 1o pursue the policy
of import Liberalisation by replacing Quantitative |
import restrictions By tariffs and alsg by bringing |
the average rate of tarify dOWR Over time {ch.2);

neasures;

Conducta needs assessme
pricritised requirement
which will enhance the
enterprises (ch.2),

at onthe actual and
of infrastructure
growth of smajl

Encourage local groups of artisans to form
associations to benefit from raral electrifica-
tion programme financed by Government
through the Electricity Development Fundg;

‘Make available more industrial and commer-

cial land to smalj enterprises to instal their
own facilitieg (ch.2), and

Ensure that the consiruction of sheds for Jug 5
Kali enterprises are undertaken on the basis
of needs assessment S0 that the resources

provided supplement artisan needs (ch.2).

ence, and Technol-
d the University-In-

32

(iv)
(¥)

(vi)

(vii)

(viii)

@)




within a time-spap 0
and are as follows:

* t0 pursue the pol;
_ policy}
placing qu&ntitatix}cg ;

nd also by bringin
over time (ch,2);

astructure devalop. |

'rtake the following

it m?j the actual and
of mfrastructure
growth of smaj)

artisans to form
rural electrifica-
by Government
lopmen; Fund;

ial and commer-
S 10 insta] their

M sheds for Fua
-1 an thC baSIS

the Fesources
ceds (ch.z).

TS

='aﬂfi Technol-
Jnivetsity-n-

|
|
|
|
H
1
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 technology development, transfer and use (ch.2);

dustry Link Committee; will provide guidelines for

Methcds will be. developed to identify technology
research needs of the small enterprise sector, con-

duct the necessary research and widely disseminate
the results to the small enterprise sectors (ch.2);

The government will use the public procurement

- procedure and regulations to support SSEs in pur-

(vi)

suing innovativeness and production of high quality
goods and services (ch.2);

The inter University - Indusfﬁy' Link Committee

will be promoted as a means of stimulating in-

 dustrial and economic development (ch.2);

(vi))

vill

* Market information will be more Widely dissemi-

nated by District Industriai Development Officers
in a manner that will ensure that all target groups
are reached (ch.2); -

The Export Promotion Division of the Ministry of
Commerce will ensure that overseas mtarkets are
actively searched for possible exports of Kenyan

~-small enterprise products. It will also disseminate
_more widely information regarding these potential

(i)

markets (¢h.2);

- The Ministry of Planning and National Develop-

ment will initiate studies on the feasibility of sub- |
contracting between large and smell enterprises |
(ch.2);




(xii)

(xdii

{xiv)

(x)

The Ministry of Commerce will facilitate formuja-
tion of a national export policy (ch.2);

The Ministry of Plannping and National Deveiop-
ment will establish and strengthen a more cost-ef-
fective coordinaticn mechanism for existing and
new small enterprise programimes among the
various implementing institutions {(ck.2);

Government institutions which are effectively in-
volved in small enterprise development will be

given pricrity in budgetary allocations based on
performance (ch.2);

Local Authorities will be allocated more funds
through existing programmes to be used in improv-

inginfrastructural facilities under their jurisdiction
(ch.2);

Government will encourage the formation of more
small enterprise associations to facilitate more ef-

fective use of programme assistance provided
(ch.2);

A comprehensive review of all pertinent regulatory
Acts will be undertaken to investigate in detail the
exient to which such Acts either explicitly or im-
plicitly impact negatively on SSEs (ch.2);

Licensing arrangements for smal enterprises will
be reviewed with a view tg relaxing any arrange-
ments that hinder SSE’s business, in particular

those requirements that relate tolicensing and rigid
building codes (ch.2);




nmerce will facilitate form
port pelicy {ck.2); ula-

mning and National Deve

and strengthen a more msé-i%—
1 mechanism for existing and
ise programmes among the
1g institutions (ch.2);

tmns which are effectively i
ﬁcrprise development wﬂﬁ %Z
1dg_etary allocations based on

L ¢ allocated more funds
ammes to be used in impzov-
under their jurisdiction

formation of more
facilitate more ef-

(el

(xvill)

() The Cenir

i)

-§mdies willbe underiake
SSE activities inchuding

n {0 asceriain the levelsof

Women involvement in
their suceesses and constraints 5O that appropriste
support car be developed. (ch.3};

Awareness geminars at a1 levels will be organised
through jnstifutions such as the Public Law In-
stitute, fe Women's Bureau, related Ministries

inform wornen

and private sector organisations 10
on inheritance 1aw orm business CONCErns

5, how 10 i
and on tendering ang sub-contracting {ch.3)

ulate @ pational

The Women's Bureat will form
e of wormen in social—ec@nomic

policy o1 the rol
development (ch.3);

The Central Bank will assist ¢he College of Ranking
and Finance 10 develop appropriaté curricaium for
“ o of bank officials

re»oriemaﬁon and gensitisationt
of bank officers in

E needs and training
hasis on lending

towards S5
appraising SSE projects, with emp
oliateral

on the basis of cash flows a5 opposed 0 €
based lending {ch.4);

ol Bank, together with the College of
Banking and Finance, will organise workshops,
seminars, round tables, lectures, sdy tours etc. in

order to €xposé bank officials tO the importance of
SSE and Jua aj

Kali sector a3 ients-with a major
potential impact on '

the national economy (ch4);
encouraged

institutions will be
en up neW.

anks and fiiancial
1o publicise their activities and to OP
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oranches as a means of meobilising savings and at-
tracting a wider clientele (ch.4):

(i)  The Central Bank will iss

(eiv)  Banks, DFTs, NGOs NBFI's and trade associations

tisans, retirees ete, (ch.4);

(xxv)  The Office of the Vice President and Ministry of
Finance will commissicn a study on the viability of
setting up a National Credit Guarantee Corpora-
tioninorder to cushion financial institutions against
credit risks involved i lending to this sector (ch.4);

(xxvi) Commercial Banks Wiﬂ be allowed to charge
reasonable  fees for special services offered to
their custemers, includ-ing feasi-bﬂjty studies,

project appraisals, training, supervision, and
general counselling etc:

i g;‘ (movil) The Ministries of Technical Training and Applied
L Technology and Industry will take the necessary
action to have the Industria! Training Act amended

in crder to extend its use to cover the training of
SSE clients (ch.4);




(xxviii) . The Central Bank will form a comsultative forum
- with banks and financial institutions which will in
future be an important nucleus and source of
recommendations on Government policies to be
‘adopted in order to increase flow of credit to this

sector (ch.4);

(xxix) ‘Loanable funds will be increased through con-
- certed efforts by banks and financial institutions to
mobilise savings locally. In particular the Central
Bank will encourage DFD’s to adopt policies of
attracting deposits in the domestic market as a

- -primary source of funds;

(xx)  The Office of Vice-President and Ministry of
Finance, the Central Bank, NGOs and donors will
develop innovative and diversified lending

-programmies and schemes as a means of attracting
~funding especialy for special target groups such as
professionals, women, retirees, artisans etc. (ch.4);

(xxxi) The Central Bank will explore modalities of estab-
lishing an Export Guarantee Insurance Scheme and
_an SSE Export Finance Fund (ch.4);

(xxxii) -The Office of the Vice-President and Ministry of
Finance will make special efforts to ensure that
foreign loans earmarked for the SSE and Jua Kali §
sector are designated in local currency and where }
this is not possible the Government will bear the |
foreign exchange risks (ch.4); -




(ozxiv) The Ministry of Technical T

= Develop and im

ment will explore the viability of creat;
capital institution for SSEs (ch.4);

raining and Applied
Te chnology will:

Plement inngvas
ricvlum materiajg and

needs related to sel
enireprensurship (ch.5)

Ve cur-
methods for training

f-employment and
Establish rural business centres for informg-

tion disseminatian, Tesearch, product
development and programme promotion
{ch.5); and,

Portray and Popularise @ntr@prenemshﬁp

positivelyin society through media camipaigns
(ch.5).

The government wili:

Use existing instityg
Proved mechanism fg
research, fraining an
tivities (ch.5);

ons to facilitate im-
T information sharing,
d other Promotional g¢-

Ensure through the Minis
Nationa] Development t4
Programmes within the 8¢
undertaken (ch.5); and,

iy of Planning and
at a review of SSE
ctoral Ministries is




Through the Ministry of Planning and Na-
ional Development ensure camplem@maﬂty

and integration of assistance packages in-
tended for SSEs (ch5).

(oowi) The Ministries of Industrs Technical Training and
Applied Technology and Culture and Social Ser-

vices will initiate the formation of:

- SSE sectoral associations;
NGO association on specialised services; and,

Association of SSE consultanis.

The Ministry of Industry, in consultation with -
relevant organisations, will initiate the estab-
lishment ofa sub-contracting exchange (¢h5); and,

(omvii)

T

(xxxiii) The Ministry of Commerce will restructure existing
ion mechanisms with a view 1o

export promotl
making them more effective (¢b:5)-

Gl
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REPUBLIC OF KENYA

MINISTRY OF FINAMNCE

k3

The currenl contingent liabilities of the Government of Kenya

in respect of guarantees given under Section 3(3) of the Guarantee
(Loan) Act (Other than those specified in the schedule of the Act)
amount to K£1,430,447,162 and with this guarantee of US$20 million
equivalent to K£31,992,400 proposed in this Sessional Paper, the
aggregate amount will be increased to Ke£l,462,439,562 of which
K£83,489,479 fall within paragraph (a) and K£1,378,950,083

Within paragraph (b) of Section 3(3) of the Act.

-

-

HON.PRAF. GEQRGYSALTOTI
VICE PRESIDENN-AND MINISTER FOR FINANCE




