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FOREWORD

Kenya’s Sixth National Development Plan covering the period 1989- 
1993 ushers the Nation into the second Decade of the Nyayo Era and 
the period beyond the Silver Jubilee of our Independence. Our 
achievements so far have been remarkable by any standards, and have 
been facilitated by the unbroken run of political stability and peace 
which we have enjoyed over the last twenty five years. During the same 
period, the welfare of our people has improved tremendously in all 
fields and it is our desire and hope that this positive trend will con­
tinue in the years ahead.
Much of the credit for the good progress achieved is partly due to the 
wisdom and maturity of the leaders of this country and also to the 
people of Kenya whose energies, determination to excel, hard work, 
peaceful co-existence and a sense of common purpose have laid the 
foundation for Kenya’s growth and development. Furthermore, the 
guidance provided by the ruling Party KANU has imbued the Nation 
with the necessary spirit and motivation and has enhanced our unity 
and self-determination.
My Government has maintained a dynamic consistency of policy and 
developed a robust set of institutions that provide the springboard for 
action by the people. The maintenance of peace and security, the crea­
tion of an enabling environment for the operation of a mixed economy 
and a favourable investment climate for both local and foreign inves­
tors, have all added greatly to the recipe for progress. This develop­
ment path will be continued during this Plan period and beyond. To 
ensure continued sustained growth of the economy, appropriate struc­
tural adjustment measures will be introduced from time to time as 
considered necessary.

As we start the implementation of measures stipulated in the, Sixth 
Development Plan, all Kenyans will be called upon to apply themselves 
more productively in their endeavours. They will be expected to step 
up their contributions as individuals or as groups, in all sectors of our 
economy, placing specific emphasis on such areas as agriculture, in­
dustry and small-scale enterprises, which offer good opportunities for 
creation of employment. It is also important that every effort be made

(xvii)
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to ensure that there will be equitable distribution of the benefits of 
development to all parts of the country.
The necessary policy framework to be pursued during the Plan period 
in order to achieve these objectives has been laid in Sessional Paper 
No. 1 of 1986 on Economic Management for Renewed Growth, supple­
mented by other policy documents, including the KANU Manifesto 
and the District Focus for Rural Development Strategy. The theme of 
the Plan, “Participation for Progress”, underscores the importance of 
tapping the energies of individuals and of various socio-economic en­
tities and institutions in the economy. Such entities include Govern­
ment, non-governmental organisations, the private sector and the 
Kenyan community in general and will be expected to operate under 
the policy guidelines of KANU. The combined efforts of all these will 
forge the dynamism required to generate the desired growth, thus en­
hancing the country’s socio-economic progress.
This Plan, unlike its predecessors which dealt with issues on a sectoral 
basis, has followed an “integrated approach”. This approach under­
scores the need for all participants in the economy, and particularly 
Government Ministries and other agencies, to cany out their func­
tions in ways that recognise and promote complementarity and mutual 
supportiveness, thereby avoiding duplication of effort that would 
otherwise result in conflict and wastage of resources.
In launching this Plan, I pose challenge to Kenyans, as individuals and 
as groups, to stand up and be counted in the development of our Na­
tion, under the clarion call of our National philosophy of Nyayo and 
the enduring Spirit of Harambee.

1

If

,

» %
DANIEL TOROITICH ARAP MOI

PRESIDENT!

OF THE

REPUBLIC OF KENYA

(xviii)



PREFACE

BY

HON. DR. Z.T. ONYONKA, E.G.H., M.P.

MINISTER FOR PLANNING AND NATIONAL 

DEVELOPMENT

This Plan, the Sixth since the attainment of political Independence, 
comes at a critical turning point in our approach to the management of 
the national economy. It is the first among three through which the 
long-term development objectives and strategies for structural adjust­
ment process contained in Sessional Paper No.l of 1986 on Economic 
Management for Renewed Growth will be implemented.
The structural adjustment process is, however, not new in Kenya. At 
the very beginning of our national Independence, the Government 
adopted a pragmatic approach to development planning and program­
ming which has been adequately flexible to allow for the evolution of 
policies and strategies. However, both international and domestic 
economic events have had a profound impact on the very structure of 
the economy; they called for a major rethinking on our approach to 
development programming. This is the context in which Sessional 
Paper No.l of 1986 was published.
The development of the economy since 1963 has been satisfactory in 
all its dimensions. Real income per head has risen, employment has 
grown, diversification and broader participation have been easily ob­
served while the economy’s stability and resilience have provided a 
source of great satisfaction. Nevertheless, the international shocks of 
the 1970s such as the oil price rises and the collapse of the East Afri­
can Community have imposed serious pressures upon our economic 
structure. In efforts to return to a stable growth path we have addressed, 
and will continue to address, the potential of agriculture, the invest­
ment environment, the efficiency of Government’s use of resources and 
the major welfare distribution characteristics. This Plan, therefore, is 
structured in such a way that these issues are raised and confronted with
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) the strategies for their redress. This is a major departure from the pre­
vious Plans whose orientations were sectoral and project based.
In the above context, the major aims of this Plan in order of priority in­
clude first, that the economy expands in such a way as to create produc­
tive employment for almost two million new entrants to the labour 
force. Second, this growth will have to come from agriculture, a revi­
talised industry and small-scale enterprises. Third, that greater foreign 
exchange generation will have to be achieved through the expanded 
capacity of the industrial sector to diversify into export orientation in 
support of traditional exports of agriculture and tourism. Fourth, that 
there will have to be moderation in Government’s provision of basic 
needs services, which calls foj cost-sharing. Fifth, Government will play 
a more significant role in caring for the environment apart from pro­
viding policy and operational support to private initiative. Sixth, the pri­
vate sector will be given a greater role in the economy and the requisite 
technical and financial resources will be made available. Seventh, in 
achieving the foregoing, due regard will be given to the judicious man­
agement of the public debt, the stability of the currency and the balance 
of payments. Lastly, that while growth and employment generation are 
of critical importance in the structural adjustment process, certain 
safeguards will be taken to ensure the equitable distribution of the 
benefits of growth in order to improve the welfare of as many Kenyans 
as possible. The District Focus for Rural Development Strategy will be 
used to achieve regional balance in growth and in the provision of in­
frastructure and basic needs services. To this end the Plan theme,“Par­
ticipation for Progress,” calls for the commitment of all to development 
activities.
Because this Plan is unique in its integrated approach to development 
programming, it calls for a special approach in its implementation. To 
this effect, the Ministry of Planning and National Development will 
if e aPpropnate steps to ensure that this approach is well understood 
by all Kenyans and especially those ministries and institutions charged 
with its implementation. This will be achieved in three ways. First, the 
Ministry will set up a monitoring and evaluation system that will ensure 
not only that we remain on-course in the achievement of the objectives

£g?tSi°f ?1S Pi!an and those set out in Sessional Paper No.l of 
1986, but also that the welfare of the majority of Kenyans is not com­
promised. Second, through district development plans, the Ministry 
will ensure that projects and programmes will be generated and effec­
tively implemented. Lastly, greater collaboration will be sought be- 

een operating ministries and the Treasury, not only in achieving
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budget rationalisation, but also in ensuring that available resources are 
committed to priority programmes and projects.
Structurally, this Plan has ten chapters. The first chapter reviews his­
torical performance since Independence and describes the economic 
base from which the latter chapters will be launched. The second chap­
ter develops the Plan theme relating it to major policy statements of 
the past, reflecting their continuity and consistency. The third chapter 
lays down the major growth targets, while the fourth highlights the 
domestic and international financial constraints likely to be en­
countered in their attainment.
The private sector will respond to the spatial characteristics of develop­
ment as elaborated in Chapter Five, in undertaking industrial, commer­
cial and agricultural activity as anticipated in Chapters Six and Seven. 
The consequences of all such growth will be to put heavy demands on 
the natural resource systems of the nation hence, in Chapter Eight, the 
Plan covers the strategies for environment protection.
Since the theme, Participation for Progress, is not merely a statement 
of simple economic growth, the Plan’s final two chapters deal with “par­
ticipation” by way of the many facets of employment creation and man­
power planning, while “progress” is examined in its welfare, rather than 
the mere income, context. This fittingly closes the Plan with the focus 
squarely on the people of this nation for whose benefit the Plan is pre­
pared.

OO---------
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CHAPTER 1

PERFORMANCE SINCE INDEPENDENCE

1.0 INTRODUCTION: Challenges Following Independence
The Sixth Five-year National Development Plan comes at the 

time of the country’s celebrations of the twenty-fifth anniversary of In­
dependence. From the first era inaugurated by the late President, Mzee 
Jomo Kenyatta, in December 1963 to the second one ushered in by H.E. 
President Daniel Toroitich arap Moi in August 1978, the nation’s politi­
cal stability and achievements in economic and social development 
have been remarkable. This has been facilitated by a sound and dy­
namic political leadership which has created the necessary conditions 
for the effective participation of the Kenyan people and institutions in 
the development and growth of the economy. Financial and technical 
support from external sources have also played a useful role in this 
process. These factors have enabled the country to make good progress 
in spite of various constraints emanating from both internal and exter­
nal sources.

Kenya achieved her Independence in 1963 after a bitter and 
protracted struggle during which the indigenous people yearned to re­
gain self-determination and the control of their destiny. The struggle 
had been directed primarily at the restoration of political and civil lib­
erties that had been taken away by imperial bondage and the re-pos- 
session of land that had been appropriated by the colonial 
establishment. After the euphoria following the attainment of Inde­
pendence, Kenyans had to direct their efforts into giving the newly at­
tained freedom concrete expression by restructuring the Constitution 
and creating the policy instruments and operational strategies and 
structures that would give effect to these freedoms.

The passage of power into indigenous hands induced uncer­
tainty among non-citizens about the country’s political and economic 
future and created fears regarding their role in the newly independent 
nation, leading to virtual stagnation of investment. There was substan­
tial capital flight from the country and a decline in employment in the 
modem sector of the economy. Poverty was rampant, illiteracy perva­
sive and the general state of health poor. The new Government also
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ment and power transmission lines etc. required extensive improve­
ment and expansion to open up agricultural hinterlands and create effi­
cient infrastructures and supportive services in the economy.
1.8 Indigenous Kenyans also looked forward to enhanced access 
to the education system to which they had hitherto been denied. The 
existing racial policy of a discriminatory segregation of schools and ex­
aminations was abolished and the education system, besides providing 
more places for African children, became an instrument for promoting 
national unity and preserving our cultural heritage. However, the na­
tion faced a serious shortage of skilled manpower, particularly as a re­
sult of the gradual outflow of non-citizens. The Government had to 
embark on vigorous training programmes to bridge the gaps left by 
departing expatriates and to provide skilled manpower for a fast grow­
ing economy.
1.9 The health care delivery system at the time of Independence 
was grossly inadequate in terms of the number and distribution of medi­
cal facilities and personnel. Consequently, there was high incidence of 
morbidity and the death rate, particularly child mortality, was also high. 
As an immediate corrective measure, Government declared free medi­
cal services and instituted programmes to spread health services to the 
rural areas through increasing, equipping and manning rural health 
delivery points.
1.10 Government also moved quickly to promulgate policies and to 
institute programmes designed to ensure a smooth transfer of power 
and responsibility. Within the first year of Independence, the necessary 
policy framework had been articulated in Sessional Paper No. lOofl 965 
on African Socialism and its Application to Planning in Kenya. Among 
other things, the Sessional Paper addressed the issue of restructuring 
the economy. The new Kenya nation was to develop a mixed economy 
with both Government and private sector participation to ensure a high 
rate of growth of incomes and the equitable distribution thereof. The 
Government was particularly keen to develop strategic institutions in 
this regard which would ensure the gradual transfer of control of the 
commanding heights of the economy to indigenous Kenyans. Thus a 
number of parastatal institutions were either created or re-organised 
in the fields of agriculture, industry, transport and communications, 
commerce, finance and services. This was in addition to restructuring 
the Central Government machinery and Local Authorities in ways that 
would facilitate the attainment of goals and objectives for social and 
economic progress initiatives required in the new setting.
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This Chapter summarises the country’s economic performance 

since Independence. First, it examines the rate at which the economy 
has grown, mainly by looking at changes in the Gross Domestic Pro­
duct (GDP). Second, selected socio-economic indicators are presented 
to give deeper insights into the performance of the economy. And fi­
nally, a summary of the performance of the economy over the last Plan 
period is given to establish the economic platform from which this 1989- 
93 Plan is launched.

1.11

i !>

1.1 GROWTH OF THE ECONOMY
1.12 Despite the challenges faced, the country registered an impres­
sive growth performance over the period 1964-71. The economy re­
corded an annual average growth rate of 6.5 per cent. This growth was 
based largely on the transfer of land from large to small farm use, ex­
tension of the area under cultivation of high value crops and industrial­
isation based on a strategy of import substitution.
1.13 The agricultural sector grew by 4.2 per cent and its share of 
total output fell from 38 per cent in 1964 to 33 per cent in 1971. The 
manufacturing sector recorded a growth rate of 8.2 per cent and its 
share of total GDP increased from 9 to 10 per cent over the same pe­
riod. The high agricultural GDP growth rate of 7.6 per cent recorded 
in 1972 was a result of the sector’s strong recovery from the previous 
/ear’s drought. Table 1.1 gives additional data on the growth of GDP 
for selected sectors for the period 1964-87.

a) The First Oil Crisis

1.14 Maintaining the level of growth achieved in the first nine years 
after Independence became a difficult task as the country, which is a 
price taker on the international market, was forced to deal with the 
1973/74 oil crisis which was the first of a number of external shocks that 
affected the economy. As can be derived from Table 1.1, there was a 
substantial and progressive drop in GDP growth from a high rate of 6.7 
per cent in 1964-72 to only 3.1 per cent in 1975. This remarkable de­
cline resulted from the steep increase in the price of crude oil and, con­
comitantly, that of other imported goods. The Free On Board (FOB) 
price of crude oil paid by Kenya nearly doubled in 1973 and almost 
trebled between December 1973 and the end of the first quarter of 
1974. The 0.2 per cent fall in GDP for agriculture was also partly due 
to the bad weather prevailing in 1974.
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Growth Rates of Real Gross Domestic Product (GDP), 
1964-87*

Table 1.1:

Total
GDP

OthersManufa- Government 
acture Services

Agric­
ulture

Year

6.56.99.88.21964-71** 4.2
6.83.612.8737.61972
4.11.06.314.44.41973
3.14.06.8-0.2 5.91974
3.1-0.014.6 8.54.01975
4.22.05.13.7 14.01976
8.26.19.5 5.116.01977
7.98.48.9 12.5 6.41978
5.0-0.3 7.6 7.1 7.71979
3.90.9 5.2 5.6 5.21980

6.1 3.6 5.3 6.9 6.01981
4.811.2 2.2 3.8 1.41982

4.5 131.6 4.2 2.31983
2.9 2.7 0.8-3.9 4.31984

3.7 4.5 4.2 1.5 4.81985
4.9 5.8 63 5.4 5.51986

5.7 5.71987 3.8 4.9 4.8

* 1964 prices for 1964 to 1971 and 1982 prices for 1972 onwards.
There were extensive revisions in major series affecting GDP calculations 
in 1972. Any linkages between 1964 and 1982 based scries should there­
fore be interpreted with these revisions in mind.

**

1.15 The steep rise in the price of oil was first felt in late 1973. The 
value of fuel imports rose from a modest K£ 16 million in 1973 to K£ 
67 million and K£ 87 million in 1974 and 1975 respectively. This led to 
a significant deterioration in the country’s balance of trade. Import 
prices rose more swiftly than those of exports; thus more exports were 
needed to pay for the same quantity of imports. At the same time, in 
the wake of the prevailing global recession, there was a credit squeeze 
caused by decline in the flow of external hinds needed to finance re-
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sidual deficits in the balance of payments. Consequently, the rate of 
economic growth attained in 1974 was only 3.1 per cent.
1.16 In response to these problems, the Government introduced in 
Sessional Paper No. 4 of 1975 on Economic Prospects and Policies, a 
comprehensive programme whose objective was to restrain both pub­
lic and private consumption. Concurrently, through fiscal and monetary 
measures, the tax base was broadened by imposing higher rates of im­
port duty on non-essential and luxury consumer goods. Duties on im­
ported capital goods were also raised to induce industry to adopt more 
labour-intensive techniques, economies were effected in the consump­
tion of petroleum products and income tax was made more progressive. 
Total domestic credit was limited to a growth rate of 16 per cent al­
though agriculture was allowed to raise its share of total credit to 17 per 
cent of net deposits in commercial banks. In 1976, the liquidity ratio of 
the commercial banks was raised from 15 to 18 per ceTft.
1.17 These policies were not altogether successful with regard to the 
control of inflation which rose from 2.6 per cent in 1972 to 9.5 per cent 
in 1973, and to a staggering 15.3 per cent in 1974. However, in retro­
spect, the very sharp decline in imports in 1975 did not affect the 
economy as severely as it might otherwise have done, largely due to the 
overstocking which had taken place in 1974 in anticipation of continu­
ing price rises. In any event and as good fortune had it, a sudden rise in 
world demand for the country’s chief export commodities reversed the 
country’s economic prospects with the emergence of what came to be 
jopularly known as the coffee boom years.

b) The Coffee Boom of 1976-78

!!

1.18 In late 1975, a severe frost affected the coffee crop in the 
world’s largest exporting country of that commodity. This led to 
expected boom in the world prices of coffee and tea in late 1976 and 
during 1977. Average coffee export prices quadrupled from KShs. 10.40 
per kg in 1975 to KShs. 4333 per kg in 1977. Over the same period, 
prices of tea rose rapidly from KShs. 8.74 per kg to KShs. 20.44 per kg. 
The country responded to these favourable circumstances by increas­
ing coffee and tea exports so that between 1975 and 1977 the value of 
coffee exports rose six-fold while that of tea rose three-fold.
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1.19 The immediate impact of the boom in the prices and produc­
tion of coffee and tea was reflected in the balance of trade which reg­
istered substantial surpluses in the first and second quarters of 1977. 
The favourable movement in the balance of payments resulted in an 
appreciable rise in foreign reserves from K£ 114 million at the end of
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1976 to K£ 209 million at the end of 1977, having reached a peak of K£ 
230 million in the third quarter of that year.
1.20 Indeed, nearly all sectors of the economy benefitted from the 
stimulus provided by the increase in export receipts and good harvest 
resulting from adequate rains. There was an upsurge of activity in prac­
tically all fields and confidence in recovery from the oil crisis pervaded 
the economy. Government revenues and expenditures increased con­
siderably. Agriculture almost doubled its contribution to GDP at cur­
rent prices between 1975 and 1977. The earnings of coffee producers 
doubled while those of tea producers tripled compared to their levels 
in 1974. Producers of sugar, maize and milk had a good year and the 
manufacturing sector recorded a 16 per cent increase in its contribu­
tion to GDP in 1977. The commercial sector benefitted from the higher 
throughput of imports, exports and domestically consumed goods. 
Wage employment increased by 4.7 and 5.3 per cent in 1976 and 1977 
respectively compared with a fall of one per cent in 1975.
1.21 The unexpected boom, however, created certain problems. 
The increase in money supply led to an increase in private consump­
tion which in turn led to excess aggregate demand. Inflation, which had 
dropped to a level of 10.5 per cent in 1976, rose to 12.7 per cent in 1977 
and impacted severely on the economy, particularly on the real estate 
market, leading to considerable increases in rents and the values of 
property. The pervasive speculative pressure led to a surge in the 
Nairobi Stock Exchange Index (1966 = 100) which increased by two- 
and-a-half times from 173.13 in July 1975 to 436.43 in July 1978. With 
the growth in average wage earnings staying far below the rate of infla­
tion, real earnings declined by approximately 4.3 per cent in 1977. By 
mid-1977, coffee prices had begun a downward slide resulting in a de­
terioration of the balance of payments position.

c) Collapse of the East African Community

1.22 The collapse of the East African Community, which had been 
established in 1967 to provide for economic co-operation between 
Kenya, Uganda and Tanzania, profoundly contracted the market for 
Kenyan goods and adversely affected investment. Tanzania, which had 
accounted for nearly 10 per cent of Kenya’s exports in 1975 at over K£ 
20 million recorded a mere K£ 1,800 in 1978. The manufacturing sec­
tor was also adversely affected with growth of value added (at constant 
1982 prices) declining progressively from 12 per cent in 1978 to 3.6 per 
cent in 1981. This decline in manufacturing activity was also reflected
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in the fall in Gross Fixed Capital Formation (GFCF) by 12.5 per cent 
from K£ 125.82 million in 1977 to K£ 110.08 million in 1980.
1.23 With the collapse of the Community, Government moved 
quickly to re-organise the institutional frameworks deemed necessary 
for the continuation of functions formerly performed by the Commu­
nity. It also sought to secure alternative markets abroad in order to stem 
the resultant deterioration in the balance of trade.

d) The Second Oil Crisis and the World Recession
1.24 The onset of the second oil crisis saw the world price of crude 
oil increase from around US$ 13 per barrel in 1978 to USS 27 in 1979. 
This increase was much higher than the rise of US$ 6 in 1973/74 which 
had generated the first crisis. The industrialised countries at the same 
time adopted inward-looking protectionist measures as well as restric­
tive fiscal and monetary policies in a bid to control inflation. Con­
sequently, high interest rates, payments imbalances and slow growth 
were dominant in the world economic order in 1981. The sluggish 
growth in developed countries resulted in a slackening of demand for 
imports from developing countries and a general stagnation of world 
trade. This meant that Kenya’s terms of trade and purchasing power re­
mained very weak. The growth rate of GDP at constant 1982 prices fell 
from 8.2 per cent in 1977 to about 5.0 per cent in 1979 and to 3.9 per 
cent in 1980.
1.25 To add to these economic difficulties, the short-lived political 
disturbances of 1982 adversely affected the investment climate. 
However, there was quick recovery from these disturbances as Govern­
ment took firm measures to restore confidence in the economy.
1.26 The year 1983 was one of changed economic fortunes. In that 
year, there was a welcome drop in the world price of crude oil from US$ 
34.52 per barrel in 1981 to US$ 28.40. At the same time, the world 
economy began to move out of recession. Although lower inflation 
rates ensued, interest rates remained high and Kenya’s debt servicing 
burden, like that of many other developing countries, became acute. 
To counteract this, Government improved the management of the 
country’s foreign exchange reserves through tight monetary policy. 
Around this time the international prices of coffee and tea increased 
respectively from KShs. 28.64 per kg and KShs. 19.30 per kg in 1982 to 
KShs. 35.40 per kg and KShs. 24.70 per kg in 1983. Gross Domestic Pro­
duct in real terms grew by 2.3 per cent in 1983. The deficit on the cur­
rent account of the balance of payments fell to its lowest level since
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1977 and the inflation rate fell to 14.5 per cent from 22.3 per cent in the 
preceding year. The outlook for 1984 was quite optimistic.

e) The 1984 Drought
1.27 In the first six months of 1984, just when some semblance of 
recovery from recession was beginning to be felt in some sectors, the 
country was hit by a severe and widespread drought. Naturally, the sec­
tor that was most affected by persistent dry weather was agriculture. Its 
total contribution to GDP fell by 3.9 per cent in 1984 after a growth of 
1.6 per cent in 1983. Maize production fell by 35 per cent, wheat by 43 
per cent and both dairy and beef herds were drastically reduced. Only 
in coffee, sisal and sugarcane were modest increases in production re­
corded. Furthermore, the world prices of tea increased by over 68 per 
cent and led to high returns to tea farmers which rose from KShs. 21.84 
per kg in 1983 to KShs. 51.84 in 1984.
1.28 Government’s immediate concern was the provision of ade­
quate food for the people. Substantial amounts of foodstuffs were im­
ported, including more than one million tonnes of grain, and organised 
distribution systems were put in place which channelled it throughout 
the drought stricken areas. This prompt action averted a potential 
famine and insulated the rest of the economy from the worst effects of 
drought.
1.29 In 1984, the GDP grew by a mere 0.8 per cent although manu­
facturing grew by a commendable 4.3 per cent as a result of policies to 
keep the sector provided with inputs despite the pressure on the 
balance of payments due to commercial food imports. However, in 
1985, the economy began to recover from the ravages of drought. 
Favourable weather conditions, Government budgetary discipline and 
improved economic management policies enabled the country to 
achieve a real GDP growth rate of 4.8 per cent. In addition, the fall of 
world oil prices and the rise in coffee prices augured well for further 
growth. The economy in 1986 recorded a GDP growth rate of 5.5 per 
cent. Government introduced strong measures which helped reduce 
the budget deficit from around 10 per cent of GDP in 1980/81 to 4.3 
per cent in 1984/85 and lowered the rate of inflation from over 22 per 
cent in 1982 to 5.7 per cent in 1986.
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1.2 SELECTED ECONOMIC PERFORMANCE INDICATORS 

a) Structural Change
130 Kenya’s economy has experienced various structural changes 
since Independence. Chief among these are changes in sectoral con­
tributions to the GDP, the composition and character of domestic and 
external trade, the structure of financial markets, the relative role of 
public recurrent and development budgets, the direction of financial 
flows between the country and the rest of the world, the behaviour of 
the foreign exchange markets and the extent of public participation in 
the economy.

b) Investment and Saving

1.31 An important source of growth of the economy has been its 
ability to sustain significant rates of investment. Since Independence 
the country has been able to save and invest a substantial percentage 
of Gross National Product (GNP). Table 1.2 indicates that since 1970 
for example, about 25 per cent of GNP has on average been invested. 
There has also been increases in Gross National Savings, i.e. invest-
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Table 12: Investment and Saving, 1965-87

Per cent of GNP 1965-69 1970-74 1975-79 1980-84 1985-87

(current prices)

Gross Investment* 
Foreign Saving 
Gross National Saving

19.7 25.4 24.5 25.3 23.5■

. 3.2 7.5 7.0 7.0 5.2:
! 16.5 17.9 17.5 18.3 18.3

: Calculated as percentage of total investment to total GNP.

ments financed by households, domestic corporations and the Govern­
ment. Howeyeirv from availably statistics, the level of foreign savings 
has been op the decline $sp£cialto since the mid-1970s.

*>

Money-' supqpty(-{M2), wl&jh includes currency outside banks 
and all deposits fy^doy commercial banks, has grown steadily since In-
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dependence. By the last half of the 1970s, money supply was growing 
at an average annual rate of 20 per cent. The rising growth rate was ac­
counted for by expanded activity of both the private and public sectors 
resulting from the coffee boom earnings of 1976-77. This led to a dra­
matic surge in domestic demand which pushed the rate of inflation to 
over 22 per cent in 1982.
1.33 Over the period 1982-85, Government introduced a series of 
measures aimed at controlling the rise in money supply which included 
raising the level of required reserves and the introduction of cash ra­
tios. As a result, money supply averaged a growth rate of 11 per cent 
during this period and declined to about 5.7 per cent in 1986. Follow­
ing the mini-coffee boom of 1986, money supply rose by about 32.5 per 
cent in contrast to the restraint of the previous four years. In response, 
Government issued Treasury Bonds of 2 and 5 year maturities in a bid 
to mop up the excess liquidity in the system.

d) Financial Institutions

1.34 Since Independence, the banking industry has expanded 
dramatically with the establishment of commercial banks and non-bank 
financial institutions. The number of commercial banks had risen from 
9 in 1964 to 23 in 1987 with 431 branches, while non-bank financial in­
stitutions increased from one in 1964 to 54 during the same period. This 
remarkable development in the financial sector was facilitated by the 
opening of the Central Bank of Kenya in 1966, followed by the enact­
ment of the Banking Act of1968 which laid the foundation for stability 
and future expansion of the financial system. The sector has continued 
to play a key role in the development process through mobilisation of 
savings, provision of advisory and specialised financial services and the 
efficient conduct and settlement of economic transactions as evidenced 
by the growth in the liabilities of the banking system which expanded 
at an average annual rate of 18 per cent during the period 1968-87. The 
growth of the banking system is depicted in Table 1.3.
1.35 Available data on the performance of commercial banks depict 
rapid growth before 1980 and a slowdown of their activities during the 
period 1980-85. Lending grew from K£ 67 million in 1968 to K£ 658 
million in 1980 while deposits expanded from Kf 11 million to K£ 700 
million over the same period. However, during the period 1980-85 
lending grew by only 14 per cent annually and deposits by 13 per cent. 
The slowdown in the growth of commercial banks in the latter period 
is attributable to increasing competition from non-bank financial insti­
tutions that grew rapidly during this period offering higher interest
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Table 13: Performance of Financial Institutions Over Selected Years
(KJC Million)

r
As at 31st December

1968 1970 1973 1980 1984 1985 1986 1987

Assets/Liabilities of 
the Banking 

System
Total Lending

Commercial banks 67 87
N.B.F.I.*

Total Deposits
Commercial banks 11 26 228 700 1,108 1,230 1,548 1,680

34 243 608 702 806 884

I 105 173 270 893 1,409 1,501 2,027 2,423

161 658 1,054 1,155 1,463 1,675
35 207 516 615 643 8978 14

i
;

; i N.B.F.I. 7 14
*i * Non-Bank Financial Institution;

rates on deposits than the banks. Since 1985, however, the growth in 
commercial bank lending and deposit taking has accelerated, partly due 
to problems that faced the non-bank financial institutions in that year.
1.36 There was only one non-bank financial institution in 1964 and 
even by 1973 only 8 such institutions existed. These institutions played 
a relatively small role in the economy. This number doubled to 16 by 
1980 and increased to 54 by 1987. During the period 1980-85, non-bank 
financial institutions experienced a rapid expansion of their role in the 
economy by way of lending and the mobilisation of deposits, which grew 
at average annual rates of 28 per cent and 29 per cent respectively. Also, 
their share of total liabilities of the banking system rose from about 36 
per cent in 1980 to peak at 66 per cent in 1985. This growth may be at- 
tributed to the prevailing high returns on investment in the financial 
sector, facilitated by the less stringent controls governing these institu­
tions before 1985. The institutions were also seen as a vehicle for in­
digenous Kenyans’ entry into the banking sector.
1.37 The performance of these institutions has, however, declined 
since 1985. The share of total liabilities of non-bank financial interme­
diaries in the banking system declined to 46 per cent in 1987. Lending 
grew by 39.5 per cent during the same year. The decline is attributed to

a
i

:■

:
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a large shift of deposits to the more established commercial banks in 
the wake of the liquidity problems mentioned earlier. Furthermore, the 
1985 amendments to the Banking Act which were necessary to instil dis­
cipline in the financial sector and to ensure orderly growth have con­
siderably dampened speculative enthusiasm.

e) Interest Rates
1.38 Since 1966 Kenya’s policy on interest rates has aimed at keep­
ing the rates under control so as to promote monetary stability. 
However, because of the inflation which followed the 1973/74 oil price 
increases, real interest rates became negative. In a bid to bring the rates 
to positive real levels, the Central Bank adjusted all principal interest 
rates upwards in 1981. All the main interest rates have remained posi­
tive in real terms since 1984.
1.39 In addition, the interest rate differential between commercial 
banks and non-bank financial institutions has been kept under review 
to ensure competition on equitable terms. In this regard, saving and 
lending rates for both hire purchase companies and building societies 
were lowered in 1987. However, the long-term intention of policy is to 
gradually move towards interest rates determined by market forces as 
capital and discount markets become more efficient.

f) The Government Budget

Between 1964 and 1979, the Government budget deficit re-1.40
mained below 4 per cent of GDP except during the coffee boom in 
1976/77 when it rose to 5 per cent. Increased development expenditure 
in a climate of sluggish growth of revenues during the second oil crisis, 
the drought of 1980 and the world economic recession together caused 
the budget deficit to widen, reaching 9.5 per cent of GDP in 1980/81. 
However, budgetary austerity measures introduced since 1982 resulted 
in a significant fall in Government spending. This, coupled with the re­
covery of the economy from the 1984 drought helped to reduce the defi­
cit to 4.3 per cent of GDP in 1984/85. During the same period, the share 
of total expenditure going to economic services declined from 29 per 
cent in 1964/65 to 22 per cent in 1985/86. Conversely, the share of ex­
penditure going to social services rose from 17 to 29 per cent over the 
same period, with the share of education rising from 10 to 20 per cent.
1.41 In 1985, the austerity measures introduced in 1982 were rein­
forced by the launching of the Budget Rationalisation Programme 
under which:-
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• projects with potentially high productivity (high cost-benefit 
ratio) would be identified and their completion accelerated by 
infusion of funds;

• projects with low potential benefits would be identified and post­
poned or cancelled to free funds for those with higher rates of 
return;

• the recurrent expenditure implications of completed or almost 
completed development projects would be assessed and suffi­
cient resources set aside to fund these projects in subsequent 
years, thus ensuring fuller utilisation of completed facilities. This 
implies a shift of resources towards the operation and 
tenance of existing public facilities; and

• new development projects would be funded only where they pro­
mised to be productive investments of high priority.

1.42 During the period 1986-88, the budget deficit widened as a re­
sult of increased Government expenditure on the 8-4-4 education pro­
gramme, the funding of the multiple university intakes, the 
construction of grain silos and the purchase of grain from the 1986 
bumper harvest. The expanding deficit was further exacerbated by ex­
penditure on the hosting of the All Africa Games in August 1987 and 
the General Elections in March 1988. These activities were necessary 
for the enhancement of education, food security, Kenya’s image on the 
continent and abroad, and the consolidation of our democratic tradi­
tion.
1.43 However, there has been a change in the pattern of budget fi­
nancing towards more non-inflationary sources. In 1986, the Govern­
ment floated new medium-term bonds. Initially, however, and contrary 
to policy intentions, commercial banks turned out to be the major buy­
ers of these instruments so that in 1986/87 they accounted for 60 per 
cent of Government borrowing. Government stepped in to avert the 
resultant crowding-out effect by restricting the purchase of these in­
struments by commercial banks and making them increasingly availa­
ble to the non-bank sector. These instruments broadened the Money 
Market and led to moderation in the growth of money supply.
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g) Public Debt
1.44 As indicated in Table 1.4, Government had contracted only a 
modest level of internal debt during the period 1964-72. With improve­
ments in the local market conditions after Independence, Government

Table 1.4: Outstanding Public Debt for Selected Years, 1964-87

19871964 1972 1974 1978 1982

Government Budget 
Overall Deficit*

(K£ Mn)
Debt: (K£ Mn) 

Domestic 
Foreign 
Total

Debt Service 
Charges: (K£ Mn) 
Domestic 
Foreign 
Total

GNP (K£ Mn) 
Exports of Goods 

and Services** 
(K£ Mn) 

Ratio of External 
Debt to Exports 

of Goods and

-9.2 49.8 57.3 141.3 298.50 387.6

17.99 88.54 129.13 283.57
68.12 105.76 136.34 242.26
86.11 194.30 265.47 525.83 1,313.60

454.2
859.31

716.93
2,280.65
2,997.58

3.24 9.47 9.40 29.45 77.21
1.97 7.23 8.64 31.17 102.58
5.21 16.70 18.04 60.62 184.79

348.87 731.28 1,016.04 2,049.81 3,363.88

206.38
257.38 
463.76

6,363.21

119.70 200.11 357.20 593.10 877.60 1,400.44

Services (%)** 56.9 52.8 38.2 40.9 97.9 162.9
External Debt

Ratio to GNP (%) 19.5 14.5 13.4 12.4 25.5 35.8

* Calendar year totals, derived by averaging two financial years. 
Excludes factor incomes.**
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turned increasingly to domestic sources for the financing of the budget 
deficit. This resulted in an almost five-fold increase in the size of inter­
nal public debt from about K£ 18 million in 1964 to K£ 88 million in 
1972. Foreign public debt in the meantime rose from K£ 68 million to 
nearly K£ 106 million. Since the Government rapidly increased it’s ex­
penditure while its revenues grew rather slowly, the overall budget defi­
cit worsened from K£ 57.3 million in 1974 to K£ 141.3 million in 1978. 
To bridge this widening gap, Government borrowing increased so that 
total outstanding public debt nearly doubled from K£ 265.5 million in 
1974 to K£ 525.5 million in 1978. The debt rose further to K£ 1,313.6 
million in 1982, creating a crowding-out effect in the economy in addi­
tion to fuelling inflation and worsening the external debt situation.
1.45 The dramatic world oil price increases of 1973-74 also com­
pelled the Government to increase its external borrowing considerably 
to finance imports. Total outstanding foreign debt rose from K£ 136.3 
million in 1974 to K£ 242.3 million in 1978. It rose further to K£ 859.3 
million in 1982 on account of the second oil price shock and the 
drought, both of which took place in 1979-80. By 1987, the external 
component of the public debt had sky-rocketed to nearly K£ 2.3 billion, 
constituting 76 per cent of the total public debt.

The burden exerted on the Kenyan economy by its external 
public debt service charges has grown enormously from K£ 1.97 mil­
lion in 1964 to K£ 8.64 million a decade later, rising to K£ 257.38 mil­
lion in 1986. Service charges in 1987 on external public and publicly 
guaranteed debt represented 37 per cent of total value of exports of 
goods and non-factor services. External debt servicing has emerged as 
one of the most critical issues that must be addressed if the growth of 
the economy is to be stimulated and sustained.

h) Inflation

During the first nine years of Independence, Kenya showed an 
impressive record of price stability. The quadrupling of petroleum 
prices in 1973 accelerated world-wide inflation to which Kenya’s 
economy is highly vulnerable. The rate of inflation as measured by 
Nairobi Consumer Price Indices rose from a mere 2.6 per cent in 1972 
spiralling to 9.8 per cent in 1973,15.3 per cent in 1974 and 15.6 per cent 
in 1975.
1.48 Between 1976 and 1981, the inflation rate fluctuated between 
10 per cent and 13 per cent with the exception of 1979 when it fell briefly 
to 8.4 per cent. The second oil crisis and the ensuing economic reces­
sion, compounded by a widening Government budget deficit, raised the

1.46

1.47
!
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inflation rate to an unprecedented level of 22.3 per cent in 1982. Since 
then, concerted Government efforts assisted by low oil prices, wide 
availability of goods and lower world inflation have led to a tremendous 
decline in inflationary pressure.
1.49 Table 1.5 indicates that the inflation rate reached its lowest 
point in recent years in 1986 at 5.7 per cent. That year was also marked 
by the lowest oil prices for a decade. In 1987, however, the inflation rate 
resumed an upward trend to 7.1 per cent and is likely to reach a level 
of around 10 per cent in 1988.

Percentage Increases in Nairobi Consumer Prices, 1984/83-1987/86Table 1.5:

Income Group 1984/83 1985/84 1986/85 1987/86

Lower Income Index 
Middle Income Index 
Upper Income Index 
Average Increases

10.3 13.0 4.0 5.7
8.9 11.1 7.7 8.3

5.38.0 8.0 7.8
9.1 10.7 5.7 7.1

i) Balance of Payments

1.50 Kenya’s balance of payments position started showing strains 
in the early 1970s. With the first oil shock in 1973, the terms of trade 
worsened, a situation that has persisted with the exception of the coffee 
boom period of 1976-77. This boom, which resulted from higher world 
coffee and tea prices, led to a temporary recovery in the balance of pay­
ments position. The sharp fall in the prices of both commodities in 1978 
and Government’s inability to reduce imports drastically owing to the 
existence of many projects that began in the boom period led to a sharp 
deterioration in the balance of payments situation.

As the country was trying to cope with the changed circum­
stances, the second oil shock set in during the period 1979-80. The sit­
uation was exacerbated by the decline in coffee and tea prices as well 
as a fall in export volume. The poor weather of the early 1980s and the 
global recession worsened the overall balance of payments position. An 
improvement in tea prices during 1983-84 owing to India’s withdrawal 
from the London Auction Market provided a much needed respite to 
the economy. This tea boom plus some expansion in non-traditional ex-

1.51
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ports would have led to some improvement in the balance of payments 
position. However, the drought of 1984 reduced agricultural output 
thus raising food imports. This was followed by a turn-around in tea 
prices in 1985 resulting in a return to a period of poor balance of pay­
ments performance.

A favourable balance of payments position was attained in 1986 
due to a combination of high coffee prices and a dramatic fall in world 
oil prices. Agricultural output also benefitted from ample rainfall. 
These positive developments were short-lived as the oil price doubled 
in 1987, while coffee and tea prices dropped again. This situation, in 
addition to reduced petroleum product exports led to a poor balance 
of payments out-turn in 1987. Table 1.6 details the balance of payments 
position for selected years during the period 1972-87.

1.52

Tabic 1.6: Balance of Payments, Selected Years
i

(K£ Million)

1972 1974 1978 1980 1982 1984 1985 1986 1987

Balance of Trade 
(Merch­

andise) -65.5 -158.9 -355.5 -526.6 -290.9 -226.1 -270.7 -232.3 -587.4 
Current A/C 

Balance 
Overall 

Balance

-24.3 -126.1 -255.3 -328.7 -159.7 -86.3 -79.4 -35.9 -408.6

9.0 -31.5 -77.6 -72.2 -108.1 -32.3 -94.2 73.0 -75.9

i|1 !>
i i 1.53 An overall balance of payments deficit of K£ 76 million was in­

curred in 1987 compared to a surplus of K£73 million in 1986. The 1987 
down-turn in the balance of payments position resulted from a sharp 
fall in the world prices of coffee and tea and a rise in the price of crude 
oil. The invisible component of the current account has traditionally 
shown a surplus. Tourism, which is a major component therein has con­
tinued to grow steadily from K£ 197 million in 1985 to K£ 292 million 
in 1987. The weak balance of payments position has meant a weak 
Kenya Shilling. The Shilling depreciated by 13 per cent in 1987 and has 
lost 46 per cent of its value since December, 1984.
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13 SOCIAL WELFARE INDICATORS
The main social concern of Government at the time of Inde­

pendence was the elimination of the three enemies: poverty, illiteracy 
and disease. Government has, therefore, adopted development strate­
gies aimed at achieving a better standard of living for all. Significant 
progress has been made in the fields of health, nutrition, education, 
food security, water supply, environmental conservation, housing, 
transport and communications, the status of women, real earnings, co­
operative development and the Harambee movement, thereby con­
siderably improving the quality of life of the average Kenyan.

1.54

a) Health
The provision of health services is not only a basic need but 

also an essential condition for overall economic development. The 
health status of the population can be assessed by a number of indica­
tors including the crude death rate, infant mortality rate, life expectancy 
at birth and the number of medical staff and facilities available per unit 
of population. Data for some of these indicators are presented in Ta­
bles 1.7 and 9.2.

1.55

Table 1.7: Registered Medical Personnel per 100,000 Population (Selected 
Years)

1964 1969 1974 1979 1983 1986 1987

Doctors 
Dentists 
Pharmacists 
Registered Nurses 22.8 
Enrolled Nurses 29.9 35.4
Clinical Officers 
Public Health 

Officers 
Public Health 

Technicians

7.8 11.9 9.6 10.1 12.6
0.3 0.5 0.7 0.9
1.6 1.5 1.6 1.8

28.3 37.8 42.8 45.5
54.4 54.1

10.1 9.5 10.0 10.2

14.2 13.9
2.1 2.2
1.6 2.0

45.8 44.8
57.9 59.9
10.6 10.3

1.5
1.6

0.8 1.5 1.8 2.1 2.2

6.4 6.9 6.7 7.6 8.7 9.3
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itH 1.56 Considerable progress has been made in improving the health 
status of the population. The crude death rate is estimated to have 
dropped from 22 per thousand in 1962 to about 13 per thousand in 1987, 
while life expectancy at birth improved remarkably from 44 years to an 
estimated 58 years in 1987. Government has also improved the provi­
sion of health services substantially. There were 148 hospitals at Inde­
pendence. By 1987, however, the number had risen to 254. With the 
increase and expansion of health institutions, beds and cots increased 
from 11,430 at Independence to 31,356 in 1987. In addition, Govern­
ment continued to expand training opportunities and to promote career 
development for health personnel through continuing education and 
on-the-job, refresher and residential training.

b) Education
1.57 Education is one of the most important influences on the qu­
ality of life. Government has, therefore, been committed to the provi­
sion of equal educational opportunities for all through the provision of 
free primary education and the production of skilled and high level 
manpower to meet the growing and changing demands of the economy. 
The importance of education is reflected in the growing proportion of 
the Government budget that has been allocated to this sector which 
rose from 10 per cent in 1964/65 to 20 per cent in 1985/86. Overall, there 
has been a remarkable expansion in the country’s education system.
1.58 Secondary school and teacher training programmes have also 
been greatly expanded and improved. Vocational, Technical, Agricul­
tural and Higher Education institutions have been expanded to meet 
the demands of the economy for technically and professionally qual­
ified personnel. The 8-4-4 system of formal education introduced in 
1985 aims at enhancing these efforts in addition to providing an all­
round education. Table 1.8 sets out details of growth in education since 
Independence. There has been a considerable improvement in the sex 
ratio in school enrolment. The ratio of boys to girls in primary schools, 
which stood at 192:100 at Independence fell to 107:100 in 1987. Over 
the same period, the ratio for secondary schools fell from 215:100 to 
144:100. The pupil/teacher ratio also declined from 39:1 to 34:1 while 
adult literacy has risen from 20 per cent to about 50 per cent of the 
population over the last 25 years.
1.59 There has also been a remarkable growth in the number of 
schools and in the level of enrolment. The number of primary schools 
more than doubled between 1963 and 1987, while that of secondary 
schools increased seventeen-fold during the same period. Enrolment

1
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Table 1.8: Education Trends for Various Institutions, 1963-87 (Selected Years)
(Numbers)

1963 1973 1983 1986 1987

Primary Schools 
No. of Schools 
Total Enrolment (’000)
Sex Ratio *

Secondary Schools
No. of Schools 
Total Enrolment 
Sex Ratio *

Teachers’ Colleges 
No. of Institutions**
Total Enrolment 

National Polytechnics***
No. of Institutions 
Total Enrolment 

Institutes of Technology + 
No. of Institutions 
Total Enrolment 

Government Universities + +
No. of Institutions 
Total Enrolment

13,84913,4376,058 6,932
1,816

11,966
4,324 5,031892 4,843

107192 130 108 108

* 151 964 2,230
493,710

2,417
458,712

2^92
30,120 174,767 522,261

215 204 148 141 144

37 21 2221 22
4,119 8,905 13,657 15,644 17,817

1 2 2 2 3
864 3,721 5,398 5,313 5,186

1 4 16 16
110 456 4,694 4,248

1 1 1 4 4
571 5,149 9,223 10,143 17,538

NOTE* Boys per 100 Girls
The drop in number of colleges was due to conversion of some of 
them to secondary schools.
Data for 1963 was not available and hence 1964 data are used instead. 
The irregularities in enrolment are caused by sandwich classes for pri­
vate sponsors.
For 1983 the entries refer to 1977.
Data refer to 1963/64 1973/74 1983/84,1986/87 and 1987/88 academic 
years. Entries for 1963/64 academic year refer to enrolment at the 
Nairobi University College of the University of East Africa.

**

**♦

+
+ +
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:
m primary schools increased more than five-fold while that in second­
ary schools increased over seventeen-fold. Although the number of 
national universities has only recently increased from one to four, en­
rolment in these institutions has sky-rocketed more than thirty-fold. 
These developments are depicted in Table 1.8. There are also an esti­
mated 12,000 Kenyan students studying abroad.

c) Nutrition and Food Security

As indicated in Table 1.9 the availability of major food items 
as grown considerably and has kept pace with population growth, 
vai able data also show that acute malnutrition, which was prevalent 

at independence, is no longer a national problem.

r ■■■
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Tabic 1.9: Per Capita Availability of Selected Food Items * (Including Imports)1 :t
; « ■!

Item 1965-70 1971-75 1976-80 1981-85

Milk 74.8 56.0 62.5 70.4Beef 12.5 13.5 9.0Mutton 2.5 3.6 4.0Pork 0.5 0.3 0.2Eggs 1.4 1.4 1.6 2.0Poultry■i: 1.9 2.2Fishfi 3.1 2.5 2.8 3.4Maize
Wheat
Rice
Pulses
Sugar
Fats/Oils
Potatoes
Cassava
Sorghum/Millet

! I , 95.1 97.4 100.1 120.0
17.0 15.7 13.6 19.2
13 1.9 2.0 3.0l i 23.6j 22.6 17.2 20.4

12.2 15.9 19.1 18.0
4.2 6.4 7.3 8.219.2 27.0 24.8 28.059.8ii 533 49.9 54.38.0! 6.7 5.6 73

Kilograms per year-period average
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1.61 Partly as a result of the temporary food supply problems faced 
by the country during the 1979-80 drought, Government formulated 
the National Food Policy enunciated in Sessional Paper No. 4 of 1981. 
Government has since implemented that policy with the aim of attain­
ing self-sufficiency in food production through the provision of various 
incentives to farmers and avoidance of consumer subsidies. This has 
led to a recovery in production and improvement of agricultural terms 
of trade.
1.62 In 1984, as has already been mentioned, the country ex­
perienced another severe drought as a result of which food imports rose 
and the balance of payments position worsened considerably. In order 
to keep the “finger on the pulse”, Government established a Food 
Supply Monitoring Project in the Ministry of Planning and National 
Development within the framework of the National Food Policy to 
monitor supply and prices of major staples. In the ensuing period, the 
country has been blessed with adequate rains which have brought about 
some improvement in food production thus somewhat easing the strain 
on the balance of payments position caused by food imports.

d) Water Supply and Environmental Conservation
1.63 Water is one of the most important resources for man’s sur­
vival. At Independence, adequate and wholesome supply of water was 
not readily available to the average Kenyan household. Water had to 
be fetched from distant water holes, springs, rivers and ponds. In order 
to improve the situation, Government instituted measures resulting in 
the initiation of water supply projects designed to bring water closer to 
the people. The availability of water within easy reach of the people has 
not only helped improve their welfare but also released their time and 
energy for other productive activities.
1.64 During 1974, Government promulgated the National Master 
Water Plan with the express aim of ensuring the availability of portable 
water to within 4 kilometres of every household by the year 2000. This 
was to be achieved through the establishment of water supply projects, 
sinking of boreholes, construction of catchment dams and provision of 
the necessary conveyance infrastructure in the form of pipes and fur­
rows. By the first quarter of 1987,377 such projects were operational, 
350 under implementation and 200 at the planning stage.

Data on the state of the environment exist in compartmen­
talised form in various Government departments. However, the De­
partment of Resource Surveys and Remote Sensing (RSRS - formerly 
KREMU) is in the process of building an inventory of natural resources

1.65
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\[
through the Geographical Information System (GIS) with emphasis on 
land cover mapping. Recent surveys have revealed an overall 3.4 per 
cent forest cover in the country and SPOT satellite scenes indicate an 
annual average rate of 1 per cent depletion. To contain this 
trend towards desertification, Government in 1981 created a Per­
manent Presidential Commission on Soil Conservation and Afforestation 
and encouraged public, individual and group initiatives at environmen­
tal conservation, resulting in the creation of such schemes as the Rural 
Afforestation Extension Scheme, the Green Belt Movement and 
various agro-forestry programmes.
1.66 The National Environment Secretariat in 1982 completed a 
National State of the Environment Report following an evaluation pro­
ject on environment and development sponsored by the Government, 
UNEP and UNDP. The Secretariat has also initiated a District Environ­
ment Assessment Programme which links well with the District Focus 
for Rural Development Strategy. National Conservation and Deserti­
fication Control strategies are being developed under the guidance of 
an Inter-Ministerial Committee on the Environment serviced by the 
Secretariat. Environmental Impact Assessments have also been carried 
out on specific on-going and proposed projects with a view to anticipat­
ing environmental problems and/or finding their solution before they 
become too severe. Such assessments are designed to address problems 
caused by human settlements, urbanisation and other developmental 
programmes and projects that may occasion soil erosion, air, water and 

^ noise pollution, waste accumulation, congestion, blight and other 
health-related problems. The Secretariat has also developed robust ed­
ucation and information programmes geared toward speeding up en­
vironmental education to all levels of society. Work on a system of 
comprehensive monitoring and control of environmental pollution is 
still underway. All these and other activities will be pursued during the 
Plan period.

e) Housing

1.67 The provision of decent housing for every family is a long-term 
objective of the Government. The adequacy of housing is determined 
not only by the shelter and contiguous facilities it provides but also by 
the entire system of supportive and facilitative infrastructure and serv­
ices, including accessibility to the work place and social facilities and 
amenities. Government has adopted a number of strategies and pro­
grammes aimed at alleviating the acute shortage of housing in urban 
areas and improving its quality country-wide. These include settlement 
upgrading, rental accommodation, tenant purchase schemes and in-

serious
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dividual housing development. Information available on the produc­
tion of urban dwellings by the public and private sectors and of new 
urban households is given in Table 1.10.

Table 1.10: Recorded Production of Dwellings by Public and Private Sectors
Compared With the Formation of New Urban Households (1976-82)

% Total
1976 1977 1978 1979 1980 1981 1982 1976-82

National Housing 

Corporation 

Houses 

Site &
Service

Min. of Works,
Housing &PP 254 106 359 156 482 471 49

Other Public 

Sector
Private Sector 
TOTAL
Estimated No. of 

New House­
holds

New Dwelling 

Units as % of

New Households 15.0 9.0 14.7 32.1 28.0 23.3 21.5 20.5

317 916 1,544 4,085 3527 2,755 2,928 36.0

1,128 355 1,077 2,389 2,454 2,719 2,550 28.4

4.2

1,068 193 257 221 481 206 443
791 742 835 2,716 2,065 1,918 2,083 25.0

3,558 2,312 4,072 9,567 9,009 8,069 8,053 100.0

6.4

23,700 25,600 27,600 29,800 32,100 34,700 37,400

It is evident from the table that there is a serious shortage of 
housing in urban centres. In order to alleviate this problem, Govern­
ment has been working toward the elimination of constraints to hous­
ing development, including the availability of land, cost of building 
materials and construction finance and inadequate financing mecha­
nisms, inappropriate building by-laws and standards, rapid growth of 
the urban population, etc. Table 1.11 derived from a 1983 Urban Hous-

1.68
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ing Survey conducted in 33 urban centres summarises the main sources 
of urban finance for housing development.

0
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Table 1.11: Source of Finance by Housing Types (1983);
(Percentage)

Source of Finance*
A BC DEFGHI Total

* Market
Sector■

Private 
Indivi­

duals 305 4.4 22.8 10.2 7.1 10.8 100.08.1 4.2 1.9
i Private 

Devel­
opers 21.9 163 21.7 5.3 5.4 100.003 19.9 43 4.7

Tenant
Purchase 1.1 

Site &
Service 22.9 

Other 19.6

5.8 25.9 1.1 6.9 1.1 5.2 52.9 100.0

2.4 8.4 1.2 37.4 
1.9 0.2 9.6 

1.7 3.8 18.3

6.0 6.0 15.7 100.0
2.3 3.7 34.2 100.0
73 6.0 18.2 100.0

23 26.2
TOTAL 26.1 6.6 11.9

ii ! j

' * Source of Finance:
- Commercial Banks
- Housing Finance Company of Kenya
- National Housing Corporation
- Insurance Companies
• Other Financial Institutions
- Co-operatives
- Employers
- Relatives
- Other

A
B■ I
C
D
E
F
G.1 H
I* \ :

.
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I) Transport and Communications
1.69 Efficient transport and communications system are not only 
critical infrastructural prerequisites for a country’s economic develop­
ment but also make a direct contribution to social welfare. People 
would like to travel from one place to another for work or leisure and 
to transport their goods and wares to and from the markets. They would 
also like to communicate with friends and business associates inside 
and outside the country with ease, participate in local and international 
activities and travel in safety and comfort at prices they can afford. Such 
facilities are made available through transport and communication 
services that have grown rapidly since Independence. Some of these 
services contribute only indirectly to social welfare through their 
economic impacts. However, others like road and railway transport, 
posts and telecommunications and information and broadcasting have 
a more direct bearing on people’s daily lives. Their rapid growth and 
expansion as indicated in Chapter 5 is testimony to their pivotal role in 
the economy.

g) Energy

1.70 Energy is not only an essential input in the productive process 
of the economy but also a direct requirement in people’s daily lives. It 
is generated mainly from woodfuel, petroleum and electricity. In 
Kenya, the main source of energy particularly for household consump­
tion in heating, cooking and lighting has been woodfuel. Since Inde­
pendence, however, the Government has embarked on a rigorous rural 
electrification programme to supplement dwindling supplies of wood- 
fuel and improve people’s lives through opening up opportunities for 
commercial, industrial and social activity, and also for lighting. The con­
sumption of woodfuel in the past has resulted in the depletion of the 
vegetative cover leading to soil erosion and desertification and 
threatening to impoverish the people. Since electricity is a relatively 
expensive source of energy for domestic use, efforts are being directed 
toward the development and exploitation of renewable sources of 
energy such as solar, wind, biogas and afforestation and the employ­
ment of energy efficient kilns and cookstoves.

h) Status of Women

1.71 Women have always occupied a central role in African econo­
mies being the main agricultural producers and suppliers of welfare 
services at the household and community levels. The woman’s position 
in traditional society was clearly defined and largely determined her
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rightful social status. However, colonial subjugation and its attendant 
Victorian attitudes towards women both as workers and as partners in 
life eroded women’s economic and social status. Kenya has been work­
ing toward the restoration of women to their active role, not only in the 
development of the economy but also in the ownership and control of 
wealth arising from economic production. Women’s quality of life, as 
measured by such indicators as education, health, urbanisation, em­
ployment and incomes, has improved considerably since Independ­
ence.
1.72 Female representation in modem sector employment was very 
low at Independence, accounting for only 12.2 per cent in 1964. This 
percentage had risen to 16.2 by 1976 and was just over 21 per cent in

' 1987. With regard to the traditional sector, women make a vital con­
tribution in the production of food and cash crops, raising of livestock 
and provision of essential domestic services.
1.73 Traditional education patterns provided for the socialisation 
of children, both male and female, towards the roles they would play in 
adult life. Colonial education, however, relegated women to a subordi­
nate position. In 1963, a total of 892,000 pupils attended primary school, 
'4 per cent of whom were girls. By 1973, total enrolment had doubled 
nd the proportion of girls had increased to 43 per cent, rising to 48 per 
:ent in 1987. The proportion of girls in secondary schools, which was 
32 per cent in 1963, had risen steadily to about 40 per cent by 1987.

Of all those enroled in primary teacher training colleges, 
women represented 37 per cent in 1975, rising to 40 per cent in 1986. 
For secondary schools, this was 27 per cent in 1980, rising to 33 per cent 
by 1986. Women constitute about 20 per cent of the student population 
at the University of Nairobi and 40 per cent at Kenyatta University. For 
all universities, the proportion of women stands at approximately 30 
per cent. Except in the faculties of Dental Surgery, Education and Fine 
Arts, women are a minority in all other faculties. This is explained by 
the higher drop-out rate for girls resulting from social and biological 
factors. Only 34 per cent of girls who enrol actually complete primary 
school compared to 48 per cent for boys. However, Kenya has been 
seeking solutions to this disadvantaged position for girls.
1.75 African women were largely barred from urban employment 
during colonial times while their male counterparts were preferred for 
the largely menial tasks reserved for indigenous Kenyans. Since Inde­
pendence, an increasing number of women have migrated to urban 
areas. Greater access to education and training has opened up oppor­
tunities for urban employment for women alongside their male coun-
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terparts. The proportion of women in urban areas had grown from 41 
per cent in 1962 to 45 per cent by 1979 and to approximately 48 per cent 
in 1987.
1.76 Women had well-defined leadership roles in traditional society 
and participated actively in the struggle for Independence. However, 
due to their disadvantaged position in the education system and as a re­
sult of unfavourable social attitudes, women have been slow to rise to 
prominent leadership positions in modern Kenya. However, in both the 
public service and the private sector, a growing number of women are 
assuming managerial and supervisory positions in all sectors of the 
economy. Politically, women have the vote and exercise a considerable 
impact on political trends. Women’s Groups participatory initiatives 
have contributed tremendously to economic and social progress.

i) Movement in Employment and Real Earnings

1.77 Table 1.12 shows the development of employment since 1984. 
Total employment was 25.5 per cent higher in 1987 than in 1984. The

Table 1.12: Persons Engaged, 1984-87
(Thousands)

% Change
1985 1986 1987* 1984/19871984

Wage Employees 
Modern Sector

- Private
- Public 

Self-employed 
Small-scale Enterprises 
TOTAL

577.9 599.8 620.7 638.1
541.5 574.6 599.8 624.6

33.1 35.4 38.1
133.3 254.5 281.0 312.1

1,285.1 1,462.0 1,536.9 1,612.9

10.4
15.3

32.4 17.6
134.1
25.5

* Provisional

largest contribution to this growth came from the small-scale enterprise 
sector. Sessional Paper No. 1 of1986 on Economic Management for Re­
newed Growth stresses the importance of employment creation to ab-
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sorb the fast growing labour force. In particular, the policy emphasises 
accelerated employment creation in the private sector particularly in 
the small-scale enterprise sector, with gradual decline in the public sec-
tor.

1.78 Table 1.13 details percentage changes in wage employment, 
average earnings and real earnings estimated by deflating average earn­
ings by the consumer price index. While employment in the modern 
sector has risen only moderately since 1976, average earnings have risen

Tab:*: 1.13: Changes in Wage Employment, Prices and Real Earnings, 1972-87
(Percentages)

• •:

1972 1974 1976 1978 1980 1982 1984 1985 1986 1987*i

Wage
Employment 4.1 

Average Earnings 
(Current 

Prices)
Consumer Price 

Index**
Xcal Earnings 2.9

8.5 4.7 1.0 3.4 2.1 2.4 4.9 3.9 3.5

5.6 9.3 16.1 10.9 13.9 6.8 9.5 9.3 8.8 7.1

2.6 15.3 10.5 12.4 12.8 22.3 9.1 10.7 5.7 7.1
5.2 5.1 -1.3 1.0 -12.7 0.4 -1.3 2.9 -

* Provisional
Percentage increases are derived from a composite index of lower, middle 
and upper income indices calculated as an average of the indices.

**

by over 9 per cent per annum since 1974. However, these gains in aver­
age eai nings have been eroded by the high inflation rate obtaining since 
1974. Toe worst year was 1982 when the inflation rate was 22.3 per cent. 
Since 1984, however, real earnings have held their ground excepting 
for a small erosion recorded in 1985.

j) Development of Co-operatives

1.79 The co-operative movement has expanded rapidly since Inde­
pendence. It now constitutes a large portion of the private sector and 
is involved in a wide range of economic activities which include the pro­
cessing and marketing of produce, distribution of agricultural inputs, 
promotion and mobilisation of domestic savings and provision of credit
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facilities, consumer shops, insurance, banking as well as other services 
required by co-operators.
1.80 The role of co-operatives in mobilising human, financial and 
material resources for development and improved welfare for mem­
bers is reflected in their rapidly rising membership, increasing turnover 
and promotion of domestic savings. Membership in co-operative socie­
ties grew from 200,000 in 1963 to nearly 2 million in 1985, representing 
a ten-fold increase. The turnover rose two-fold between 1980 and 1985 
from K£ 115 million in 1980 to K£ 230 million in 1985. Although the 
contribution of non-agricultural savings and credit societies to the total 
turnover at about 11 per cent in 1985 remains small, these societies have 
grown steadily both in membership and in their contribution to the in­
jection of capital into all sectors of the economy.

k) Harambee Movement

1.81 Harambee, Kenya’s unique self-help movement, has been 
operating concurrently with official development programmes since 
Independence. The movement has been responsible for the mobilisa­
tion of large quantities of capital development resources providing for 
a wide variety of basic needs. Harambee contributions have gradually 
placed less emphasis on economic development projects (e.g. water 
supply, transport and communications facilities, agricultural ventures, 
roads, bridges, etc.) and given greater weight to social development 
projects (e.g., education, health, social welfare, etc.). During 1965-69, 
social development projects accounted for 64 per cent of total 
Harambee contributions, rising to 86 per cent during the 1980-84 pe­
riod.

The value of Harambee capital formation rose steadily over 
the years from K£ 1.2 million in 1965 to K£ 21.9 million in 1984. The 
total nominal value of Harambee projects between 1965 and 1984 was 
Kf 160 million, accounting for 11.8 per cent of Gross Fixed Capital For­
mation. Average per capita contributions also grew from KShs. 6.42 in 
the 1965-69 period to KShs. 8.46 during the 1980-84 period. These 
figures, however, do not include contributions in kind which are sub­
stantial. The number of completed projects grew from 6,711 in 1965- 
69 to 14,028 in 1980-84. The ratio of project completions to project 
starts also grew from 35.6 per cent during 1965-69 to 80.4 per cent 
during 1980-84.

1.82

1.83 Harambee contributions, which take the form of cash, labour, 
materials and, lately, professional services, come from various sources. 
There is broad participation among the Wananchi, with support com-
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ing from the Government, local authorities, administrative officials, 
elected leaders, business firms and individuals, foreign agencies and 
Governments and Non-Governmental Organisations (NGOs). Thus 
the participation base has broadened considerably, and Harambee is 
one of the concrete ways in which the theme of this Plan ‘Participation 
for Progress’ will be translated to positive action, as further elaborated 
in Chapter 10.

i -
?

1.4 ECONOMIC BASE FOR THE SIXTH DEVELOPMENT PLAN
1.84 The spring-board for the Sixth Development Plan is a fairly 
healthy economic foundation which has already been described in this 
Chapter. It can be seen that growth, investment and employment have 
all been satisfactory in the recent past. While debt and inflation give 
cause for serious concern, the policy framework for sustained growth 
is firmly in place.
1.85 The immediate difficulties arising from the weakening of the 
budgetary position in 1986/87, when the deficit rose to 7.6 per cent of 
GDP were satisfactorily addressed in the 1987/88 fiscal year with the 
deficit being brought down to 4.1 per cent. Strong discipline on expen­
ditures including the adoption of a variety of ceilings intended to max­
imise the absorption of donor funds has been instituted. Policies for the 
control of borrowing have similarly been put in place and are discussed 
in detail in Chapter 4.
1.86 The balance of payments position continues to be a matter of 
concern. The present weak position with respect to reserves, and the 
forecast requirements for financing the requisite import programme 
for growth will need continuous monitoring. In the long run, the solu­
tion to the balance of payments position lies in expansion and diversi­
fication of exports along the lines proposed in Sessional Paper No. 1 of 
1986. In the meantime, the balance of payments support programme 
will, as far as possible, be financed by concessionary donor loans and 
grants as has been the case in the recent past. Therefore, this Plan pe­
riod will be the bridge between the short and medium-term as far as 
the management of the balance of payments is concerned. Conditional 
on the prices of our major imports and exports remaining relatively 
stable, the economic base for the period 1989-93 could be taken as cal­
ling for the concerted development and pursuit of the policies pre­
sented in the rest of this Plan.
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CHAPTER 2

THEME AND POLICY FRAMEWORK

2.0 INTRODUCTION
The considerable progress in our social and economic develop­

ment that has been achieved since attaining Independence in 1963 is 
attributable to the stability of our political environment and the prag­
matic approach that has characterised the development planning 
process in Kenya. This pragmaticism is reflected in the continuity of 
our development philosophy as first articulated in Sessional Paper No. 
10 of1965 onAfrican Socialism and it’s Application to Planning in Kenya 
and as later contained in policy outlines of successive KANU Manifes­
tos, in the District Focus for Rural Development Strategy and more re­
cently in Sessional Paper No. 1 of 1986 on Economic Management for 
Renewed Growth. These policies have remained consistent in their 
espousal of Kenya as a mixed economy wherein Government and the 
private sector play specific but complementary roles.

The theme of the current Plan “PARTICIPATION FOR 
PROGRESS” is not fundamentally new but rather a synthesis of pre­
vious plan themes. It prescribes that specific and complementary roles 
and responsibilities will be borne in concert by the Government and 
the Wananchi in their corporate and individual capacities in the quest 
for the improvement of the quality of life for all. The philosophy be­
hind this theme issues from the concept of mutual social responsibility 
as expounded in Sessional Paper No. 10 of 1965.

Though our development philosophy will remain unchanged, 
this Plan represents a major re-orientation of policy and priorities in 
certain key areas in contrast to previous plans. First, the Plan pioneers 
the incorporation of the structural adjustment process. The major thrust 
during this Plan period rests on the quest to redress and reshape those 
previous policies and strategies which emphasised import substitution 
industrialisation, concentrated more economic activities in major 
towns at the expense of rural areas, emphasised Government’s role and 
involvement in commercial activities even where the private sector 
would be more efficient and failed to effectively grapple with the un­
employment problem. Hand in hand with this re-orientation will be

2.2

2.3
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major institutional changes designed to cope with the inadequacy of fi­
nancial and capital resources available for development.
2.4 Secondly, the conventional centralisation of management and 
decision-making at the headquarters in Nairobi has proved inefficient. 
To correct this situation, decentralisation of the planning process as re­
flected in the District Focus for Rural Development Strategy and the 
Budget Rationalisation Programme has been grafted to the overriding 
objective of achieving efficiency in the management of public affairs, 
especially with regard to the utilisation of manpower and capital re­
sources.
2.5 A third aspect in which the present Plan will improve on its 
predecessors is its adoption of an Integrated Approach to planning. This 
essentially entails viewing development issues inter-sectorally such that 
a set of issues is addressed at the same time by all sectors in search of 
solutions and priority given to those major issues facing the country, in­
cluding improved management of available resources, maximisation of 
agricultural production, more efficient and faster industrialisation, pre­
servation and development of natural resources and enhancement of 
public welfare. This approach will facilitate on-going and timely exami­
nation of possible constraints to development and initiate steps toward 
overcoming such constraints.

i
I

i!

2.1 FRAMEWORK

The development strategy outlined in Sessional Paper No. 1 of 
1986 is the foundation on which this Development Plan has been built. 
The challenges ahead of Kenya in the period leading to the year 2000 
and the broad proposals contained therein on how these challenges 
could be tackled form the base on which the Plan’s objectives and 
strategies are formulated.

As a result of past population growth, a consequential increase 
in the labour force is inevitable. There are 2.0 million people who will 
enter the labour market during the Plan period, swelling the current 
estimated number of 8.6 million to 10.6 million. The challenge is how 
to provide adequate and productive employment for this labour force. 
In order to realise this goal, the target growth rate of 5.4 per cent must 
be achieved for the economy, to ensure adequate resources for 
sumption and investment. At the same time, the current gross invest­
ment rate at almost 20 per cent must also be maintained. Achieving 
these objectives will entail substantial generation, mobilisation and

2.6
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proper management of local resources and the inflow of foreign capi­
tal.
2.8 At the growth rate of 3.7 per cent per annum, the country’s 
population will reach 27.2 million by 1993. Assuming a continued re­
sponse to current policy, this will result in an increase of 1.6 million to 
the urban population, resulting in a total of 5.6 million in urban centres 
by 1993. While a rapidly growing population has been regarded as a 
constraint to development and to the provision of health, education and 
other social services, it should be realised that the greatest resource this 
country has is it’s people. Furthermore, it has been established that 
higher levels of education and incomes lead to a decline in population 
growth. Therefore, whereas family planning programmes will continue 
to be expanded and intensified, greater emphasis will be laid on the 
generation of increased wealth. The enhancement of this wealth will 
depend not only on the improvement of production in agriculture but 
also on an effective industrialisation policy.
2.9 For the time being, growth will continue to be dependent on 
agriculture, the central goal of which is to make the country self-suffi­
cient in food production. Coffee, tea and horticultural products will re­
main the major foreign exchange earners. Development and expansion 
of export crops, however, will not be undertaken uncritically at the ex­
pense of food crops, bearing in mind that even though Kenya has a com­
parative advantage in the production of coffee and tea, depressed world 
prices for these commodities reduce the benefits we receive from their 
export. At the same time, even where expansion is desirable, medium 
and high potential agricultural land is limited, constituting as it does 
only 19 per cent of our land surface. Most of this land is already under 
cultivation and increased production can only be achieved through 
heavy investment in improved methods of husbandry, development of 
high yield seed varieties, proper and timely application of inputs, dis­
ease and pest control, irrigation and farm mechanisation. The Plan will 
also seek to exploit the potential of the arid and semi-arid lands.
2.10 In the circumstances, and in the context of a rising population, 
Kenya’s vision and eventual goal is to become an industrial nation. 
Hitherto, we have pursued a policy of import substitution for consumer 
goods which is approaching it’s limit. Further industrialisation will be 
directed towards the production of intermediate goods in the medium- 
term, with an orientation towards the export market, while at the same 
time establishing a base for the eventual production of capital goods. 
In order to ensure the success of this strategy, Government will further 
enhance the investment climate for both local and foreign entre-
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■ V preneurs through the effective implementation of measures designed 
for this purpose, namely Manufacturing-Under-Bond, One-stop Office 
for investment processing, Export Processing Zones, the Green Chan­
nel, tariff and non-tariff measures, etc. At the same time, Government 
will enhance the competitiveness of the business environment with a 
view to making the industrial and commercial sectors increasingly effi­
cient in production and marketing.
2.11 There has been a general tendency for industrial growth to be 
concentrated in the main urban centres. In line with the District Focus 
for Rural Development Strategy and the desire to bring about Rural- 
Urban balance, it is imperative that industrial growth be directed 
towards small urban centres. This will have the advantage of stemming 
migration to the major urban centres. Thus it is necessary that small 
urban centres grow throughout the country in order to create a frame­
work upon which rural-based production activity can stimulate growth 
and provide markets and employment opportunities for the increasing 
number of job seekers.
2.12 A key aim of our development strategy is the efficient utilisa­
tion of the scarce resources. However, the rapid expansion of the 
economy has created an increasing strain on the Government’s ability 
to render services out of its relatively limited resources. Given existing 
budgetary constraints, Government will have to give greater priority to 
directly productive activities. Government will also ensure adequate 
budgetary provision to support those areas that will stimulate growth 
and enable the private sector to operate more effectively. Public Serv­
ice employment will be closely matched to operating expenses to avoid 
under-utilisation of capacity and to ensure that the work-force is effec­
tively supervised and highly productive. In addition, Government will 
require the private sector to participate in the provision of some of the 
services such as education and health as a cost-sharing measure. This 
inherently constitutes the Budget Rationalisation Strategy.

;
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22 THE INTEGRATED APPROACH

2.13 This Plan, unlike its predecessors, seeks to address particular 
issues rather than to discuss the specific activities of individual minis­
tries or sectors. The strategy is referred to as an Integrated Approach 
meaning that not only is a limited set of issues addressed at a time, but 
that all arms of the Government ensure improved communication, ac­
ceptance of common goals and cohesion of efforts in seeking to resolve 
these issues. At the same time, the Integrated Approach means that the 
Plan does not attempt to cover all the difficulties that the country is
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likely to encounter over the Plan period. Rather, it addresses those 
areas considered to be of primary importance to development, for in­
stance employment creation, improved management of human and fi­
nancial resources, regional balance, expansion in agricultural and 
industrial production, preservation and development of natural re­
sources and the improvement of public welfare, which should be cast 
into relief and illuminated for action.
2.14 An Integrated Approach to planning also means that an appro­
priate set of relative price signals is given in order to guide all partici­
pants in making optimal choices, and that careful attention is given to 
the time-phasing of economic activities so that they follow a logical, 
sequential pattern. The approach requires that an assessment be made 
of demands on goods and services such as food, shelter, fuel and water 
and that these demands be properly related to activities with long ge­
station periods like the construction of irrigation and water supply 
dams, power generation plants and development of fuelwood planta­
tions, and that they are targeted to satisfy those demands as they arise. 
It also considers the use of appropriate technologies and relevant skills 
which contribute towards increasing productivity.
2.15 The Integrated Approach is not new in Kenya as it has already 
been applied in District Development Planning. This organisational 
strategy in planning is based on the principle of complementarity be­
tween the ministries whose approaches are mainly sectoral, and the dis­
tricts where various sectors are brought together in support of rural 
development activities.

23 PARTICIPATION FOR PROGRESS

2.16 The theme of this Plan “PARTICIPATION FOR PRO­
GRESS” issues from the goals and objectives spelt out in Sessional 
Paper No. 10 of 1965 on African Socialism and its Application to Plan­
ning in Kenya. These goals and objectives which are common to most 
societies include political equality, social justice, human dignity, free­
dom from want, disease and exploitation, equal opportunities for all 
and high and growing per capita incomes, equitably distributed.
2.17 The intention here is to apply the philosophy of African Social­
ism which draws on the best of our traditions as adapted to the chal­
lenges of new and rapidly changing circumstances. That philosophy 
calls for “political democracy; mutual social responsibility; various forms 
of ownership; a range of controls to ensure that property is used in the 
mutual interest of society and its members; diffusion of ownership to avoid
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equitable distribution of wealth and income”.
2.18 The theme re-emphasises the need for full participation by the 
entire population in the economic activities of the nation. Participation 
means the commitment and involvement of the Government, Non- 
Governmental Organisations (NGOs), co-operatives, private busi­
nesses and individuals in achieving progress for society. Progress, on its 
part, means not only material well-being but also a general improve­
ment in the quality of life for all Kenyans. The sheer diversity of an 
economy often presents certain difficulties, but the advantages of a 
fruitful diversity outweigh the difficulties of complexity. Thus aspects 
relating to resource allocation and distribution are crucial and equi­
table distribution must be a goal across the nation. This means, for ex­
ample, that there must be distributional justice between the urban and 
rural communities, between the agricultural, industrial and service sec­
tors and between the work-force and owners of the factors of produc­
tion.
2.19 The Kenyan society has always recognised the value of involv­
ing all individuals and institutions in collaborative activities for the im­
provement of their own welfare. This is given expression in the 
Harambee spirit translated into a voluntary participatory self-help 
movement which is well ingrained in our society. This movement en­
genders a feeling of common purpose and the spirit of togetherness 
among members of the community.
2.20 Government will on its own part do what it can do best, which 
is the provision of such public and strategic goods and 
national defence, law enforcement and environmental conservation 
while sharing with the private sector other activities such as research, 
hospital and school operations, etc., and leaving other actors in the 
economy to play those roles for which they are better suited. Govern­
ment will provide overall national guidance in the determination of 
common goals and will remain the depository and disseminator of in­
formation relevant to the development process.

For development to come about, all able-bodied persons must 
be involved in productive work. Work gives the individual a meaning 
in life, sustenance and dignity, and allows him to take an active part not 
only in the iimprovement of himself but also of his nation. Higher wages 
and more leisure time, though they are indications of an improvement 
in the standard of living, may not be as intrinsically satisfying as the 
sheer performance of work itself. When man is engaged in work he is 
being useful and creative. Hard work, honesty and thrift are morally
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desirable and lead to prosperity. Since productive work is fundamen­
tal to the goals of progress to which this Plan is targeted, then work must 
be made available to as many people as possible.

The Plan challenges Kenyans to cultivate an entrepreneurial 
spirit which revolves around dynamism, inventiveness, innovation, ini­
tiative and a propensity to take risks. Entrepreneurs and businessmen 
react to the signals present in the business environment. Government 
will, therefore, create an environment which is conducive and reward­
ing to entrepreneurs and which will generate a climate favourable to 
both local and foreign investors in order to foster the necessary mean­
ingful transfer of technology and creation of jobs. An entrepreneur in 
seeking prosperity requires access to capital and, in particular, to work­
ing capital. It is necessary also that entrepreneurs be provided with ade­
quate information on the performance of the economy, sources of 
capital and on existing and potential markets.

2.22

Certain institutional changes are also expected to be realised2.23
in the course of the Plan period. A vibrant capital market which has 
long been a matter of concern will be established. Companies and in­
dividuals will then be enabled to obtain financial resources with rela­
tive ease. Furthermore, it will also serve to ensure that the rates of 
return on the range of securities available reflect more closely the scar­
cities in the economy. An added aspect of the development of a capi­
tal market will be the gradual decrease of the Government’s interest in 
parastatals which it has long held on behalf of the citizens. The citizens 
themselves will hence become the owners of these companies. By so 
doing, it is envisaged that the country’s resources will be more effi­
ciently utilised.
2.24 In actuating the theme of the Plan, Participation for Progress 
the ruling Party KANU will play a crucial role. The Party has been ex­
tensively restructured and energised at both national and grassroot 
levels. Particularly since the ushering in of the Nyayo Era in August 
1978, a rigorous recruitment drive has been embarked upon and, as a 
result, membership has grown tremendously. Party seminars already 
initiated will be continued during the Plan period to explain to the 
people the role of KANU so that they can increasingly channel their 
developmental activities through the Party. Working closely with the 
national leadership, the provincial administration and local authorities, 
the Party will spearhead the mobilisation of the Kenyan people and in­
stitutions for greater prosperity in the spirit of Harambee and the guid­
ing Philosophy of Nyayo - Peace, Love and Unity.
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2.4 IMPLEMENTATION, MONITORING AND EVALUATION
2.25 During the last twenty-five years of our Independence, the 
Government has greatly increased its capacity for policy formulation, 
development planning and programme and project design, as well as 
its ability to implement projects and programmes at national, district 
and local levels. During this period, the public development budget has 
grown by more than ten times which indicates that the number, size and 
complexity of programmes and projects have expanded greatly. This 
development imposes serious demands on information and reporting 
systems for the purpose of establishing the path traced by policy, to de­
termine the extent to which established objectives are being met and 
whether the aspirations of the people in terms of their welfare are being 
adequately addressed.
2.26 Currently, there is no effective monitoring and evaluation sys­
tem that can provide information necessary to indicate the extent to 
which the process of development programming meets set objectives. 
In a situation where structural adjustment programmes are to be im­
plemented based on policy reforms, with the demands emanating from 
the District Focus for Rural Development Strategy and the envisaged 
increase in the responsibility of communities through cost-sharing, the 
need for monitoring and evaluation of programmes and projects has 
become more urgent.
2.27 The building blocks for setting up such a system exist in the ac­
tivities and outputs of various ministries and agencies which, however, 
require to be more effectively co-ordinated. These include annual dis­
trict departmental reports, data from the nationwide CBS National In­
tegrated Surveys, district infrastructure inventories and the natural 
resources surveys of RSRS (both of the Ministry of Planning and 
National Development) and ministry reports on programme perform­
ance submitted annually to the Office of the President. Considerable 
amounts of information and data have also been generated during the 
preparation of various Programme Reviews and Forward Budgets and 
in the preparation of this and previous Development Plans.

During the Plan period, the Ministry of Planning and National 
Development will continue with the work already started in develop­
ing the monitoring and evaluation system. This will principally be 
centred on the development of information flows between the district, 
provincial and national levels. The system will aim, in the first place, at 
developing the capacity of the districts to collect and analyse data for 
effective decision-making at that level and, in the second place, at pro­
viding the channel for information flow, analysis and reporting at the
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national level. This will be accompanied by effective training in data 
handling and policy analysis at appropriate levels. The Ministry of Plan­
ning and National Development will, during the first year of this Plan, 
formulate the modalities for the implementation of the monitoring and 
evaluation system.
2.29 Policy measures contained in this Plan will be actively imple­
mented. The implementation process calls for vigilance and respon­
siveness to changing circumstances and perceptions. To this end, the 
necessary institutional framework will be put in place to monitor and 
evaluate the performance of the Plan on a continuous basis so as to en­
sure that the economy moves in the desired direction. The necessary 
groundwork for the execution of this critical function has already been 
laid within the Ministry of Planning and National Development. Sup­
portive Sector Policy Committees will be established to facilitate inte­
grated evaluation of emergent issues. This will be reflected in the 
formulation of the Programme Reviews and Forward Budgets and an­
nual estimates of Government revenue and expenditure during the 
Plan period. In order to effectively co-ordinate the design, develop­
ment, monitoring and evaluation of policy, plans, programmes and pro­
jects arising in the course of this Plan period, a Secretariat will be 
established building on the monitoring and evaluation units already 
operative in the Ministry of Planning and National Development.
2.30 The wide variety of other data required for planning purposes 
reaching beyond the medium-term goals of this Plan will be handled by 
the National Planning Commission in the Ministry of Planning and 
National Development. The Commission will also generate an early 
warning system for policy and welfare indicators to facilitate timely 
decision-making on matters of socio-economic concern to the nation.
2.31 All in all, the essence of the theme of this Plan is to create an 
environment which facilitates participation by the citizens as a whole 
and by all economic entities, each playing different but complementary 
roles in pursuit of the objectives of political equality, social justice, 
human dignity, freedom from want, disease and exploitation, equal op­
portunities for all and high and growing per capita incomes, equitably 
distributed. The theme also enjoins all the people of Kenya, in whatever 
capacity they apply their energies and resources, to strive even harder 
in supporting the nation’s efforts towards greater prosperity in an at­
mosphere of freedom, peace, love, unity and a sense of common pur­
pose and responsibility as enshrined in the Kenya Constitution and the 
Manifesto of the ruling Party KANU.

--------OO---------
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CHAPTER 3

NATIONAL DEVELOPMENT TARGETS

3.0 INTRODUCTION
This Chapter sets out the development targets for the Sixth 

National Development Plan in respect of two categories of major 
macro-economic magnitudes, namely direct and intermediate indica­
tors. Direct or ultimate indicators are policy derived and include growth 
rates of income, employment and the price level, while intermediate or 
proximate indicators such as gross fixed capital formation, merchandise 
trade and current account balances, out-turns of Government revenue 
and expenditure and availability and use of domestic resources trace 
out the course through which the ultimate targets are expected to be 
realised. These two categories are inter-connected as integral parts of 
the economic scenario in which the nation’s development objectives 
are expected to be attained. These targets are developed on the basis 
of analysis of the past performance of the economy and assumptions on 
the expected behaviour of domestic and international economic en­
vironments, the effects of natural forces and the impact of policy meas­
ures outlined in other chapters of this Plan.

3.1 GROWTH TARGETS

The Sixth Plan targets are ambitious judged against the actual 
performance of the economy in recent years. This is because it is the 
first of three plans which, taken together, aim to achieve the targets set 
for the year 2000 in Sessional Paper No. 1 of 1986. The targets for the 
Sixth Plan, however, tend to be lower than the average that will be 
needed to achieve the Sessional Paper targets. Nevertheless, additional 
policy measures to be implemented during this Plan period will lay the 
foundation for stepping up of the targets during subsequent plan peri­
ods when these measures will have taken their full effect.

3.2

a) Sectoral Targets

The most important target is the growth rate in per capita in­
come which is set at 1.6 per cent per annum. With population expected
3.3
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to grow at 3.7 per cent, the implied annual growth rate of total Gross 
Domestic Product (GDP) is 5.4 per cent. The output targets are decom­
posed sectorally and incorporate the most recent statistical evidence. 
Table 3.1 presents targets for GDP growth during the Plan period. The 
last two columns of the table show that, for most national accounts sec­
tors, the target average growth rates for the Plan period are higher than 
those realised during the previous Plan. This stepping up of the rate of 
growth is essential if our living standards are to improve.

Agriculture will continue to play a leading role in feeding the 
population, generating employment and incomes, contributing to for­
eign exchange earnings and inducing growth in other sectors of the 
economy. The growth of this sector over the period 1983-88 was low, 
averaging only 2.5 per cent per annum compared to a targeted growth 
rate of 4.6 per cent. This was due mainly to the severe drought of 1984 
which led to a drop of 3.9 per cent in agricultural GDP in real terms. 
The sector recovered strongly to record growth rates of 3.7,4.9 and 3.8 
per cent in 1985, 1986 and 1987 respectively giving an average of 4.2 
per cent over the three years. During the Plan period, the sector is tar­
geted to grow at the rate of 4.5 per cent per annum. Based on past per­
formance, this target growth rate is realistic. It would, however, be 
desirable to achieve a higher rate of growth of this sector in the future. 
This calls for the vigorous induction of technical change in the sector.

The growth of the Manufacturing sector activity has been weak 
in recent years, touching the low point of 2.2 per cent in 1982. The re­
covery which started in 1983 failed to gather momentum because of the 
1984 drought. Performance of this sector has been better since 1985. 
An Industrial Sector Adjustment Programme mounted in 1988, to­
gether with a range of other measures aimed at raising the growth of 
investment and exports are being implemented. The 6.4 per cent aver­
age target growth rate during 1988-93 is expected to be met in the light 
of these considerations.

Actual GDP growth rates in the Trade sector have been higher 
in the years 1984 to 1987, signifying recovery from its depressed state 
in the years 1981 to 1983. A relatively high rate of growth during 1988 
is anticipated, thus making the average annual rate of growth over the 
Fifth Plan period higher than 7.0 per cent. During subsequent years, 
the growth rate is expected to stabilise at around 7.0 per cent.

The target growth rates for the sectors of Transport and Com­
munications, Building and Construction and Ownership of Dwellings 
for the Plan period have been set at 5.7,4.5 and 3.4 per cent, compared 
to the low growth rates of 3.4,1.1 and 1.0 per cent respectively for the

3.4

3.5

3.6

3.7
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Table 3.1: Gross Domestic Product (Constant 1982 Prices)
(K£ Million & Percentages)

Annual Annual

Growth Growth 

Rate Rate

1983-88 1988-93

Actual Projected Target

199319881983

Traditional 
Economy 

Monetary 
Economy 

Agriculture 
Forestry 
Fishing 
Mining & Quarrying 6.42 
Manufacturing 
Building &

Construction 
Electricity & Water 47.42 
Trade, Restaurants 

& Hotels
Transport, Storage 

& Communic­
ations

Finance & Insurance 214.39 
Ownership of Dwel- 

lings
Other Services 
Domestic Services 34.88 
Government Services 459.89 
Total Monetary 

Economy 
Total Tradi­

tional &
Monetary 3,066.64 

Population (Mn) 18.75 
GDP per capita (K£) 163.55

3.64.0246.72170.48 207.13

4.52.51,323.29 
44.31 
21.18 

1.3 85 
653.24

938.85 1,059.85
21.56 30.16 8.06.9

7.07.410.59 15.10
8.0 8.09.43
5.2 6.4373.09 479.94

4.5138.81 1.1105.44 111.60
63.33 6.0 7.088.82

7.0585.16 7.2295.14 417.21

193.23 228.43
270.61

v 3.4 5.7301.38
352.34

*
4.8 5.4

161.33
140.73

129.63 136.49 1.0 3.4
65.65 94.90 7.6 8.2

51.64 77.28 8.2 8.4
586.69 748.78 5.0 5.0

2,896.16 3,555.37 4,650.50 4.2 5.5

3,762.50 4,897.23 4.2 5.4
22.66 27.21 3.8 3.7

166.04 179.98 0.4 1.6

45



'
last Plan period. Development of economic activities in the rural areas 
anticipated during this Plan period will require appropriate expansion 
of transport and communications facilities. It is also expected that an 
increasing number of new housing units will be constructed over the 
same period.
3.8 The Government sector is expected to maintain the moderate 
annual growth of 5.0 per cent achieved during the last Plan period in 
view of the adopted policy of gradually bringing down the share of re­
sources claimed by this sector.

b) Projected Sector Shares
3.9 Data given in Table 3.1 are re-organised in Table 3.2 to show 
the projected average rates of growth of primary, secondary and terti­
ary production in the economy. In Table 3.2, these have been described 
as Agriculture, Industry and Services respectively. The Agriculture and 
Allied Activities sector includes Forestry and Fishing. Industry is made 
up of the four national accounts sectors - Mining and Quarrying, Man­
ufacturing, Building and Construction and Electricity and Water. All 
other sectors are included in Services. The last three columns of the 
table show how the shares of the three sectors are expected to change.

Table 3 2: Projected Sectoral Growth Rates and Sector Shares
(Percentages)

Sector Average Annual Growth Rate Sector Shares

Fifth Plan Sixth Plan 1983 1988 1993
Agriculture &

Allied Activities 2.6
Industry
Services (including 

Government) 5.0
TOTAL GDP

4.7 31.6 29.4 28.3
17.4 17.6 18.34.5 6.1

5.6 51.0 53.0 53.4
100.0 100.0 100.04.2 5.4

The share of agriculture is targeted to go down from 31.6 per 
cent in 1983 to 28.3 per cent in 1993. The shares of the other two sec­
tors will go up correspondingly. The rise in the share of industry is a

3.10
!
i
i
i
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movement in the right direction in view of Government’s commitment 
to making it a leading sector even though the worldwide depression of 
the early eighties, the relatively slow growth of foreign investment and 
the drought of 1984 held back growth during the last Plan period.

c) Terms of Trade and Per Capita GDP
A fall in the prices of imports relative to prices of exports im-3.il

plies that the country is getting a larger bundle of goods and services in 
real terms for the part of GDP that is exported. Thus when the GDP at 
constant prices is adjusted for changes in terms of trade, there is a posi­
tive adjustment if the terms of trade are above 100 and a negative ad­
justment if the terms are below 100.

Kenya’s agricultural and industrial sectors are heavily depend-3.12
ent on imported inputs such as fuel, fertilizers, machinery, and spare 
parts which are purchased with foreign exchange mainly generated 
from exports of coffee and tea and earnings from tourism. Kenya’s 
terms of trade have generally been unsteady and often unfavourable. 
In 1986, Kenya’s terms of trade index stood at 103.4 with 1982 as base. 
Due mainly to a substantial fall in the prices of coffee and tea and a rise 
in the price of fuel, the terms of trade deteriorated to 84.6 in 1987. 
Coffee and tea prices recovered to some extent during 1988 while the 
price of oil weakened again. As a consequence, the terms of trade are 
expected to improve somewhat in 1988 to a projected level of 94.6.

Such fluctuations will continue since primary commodity ex-3.13
ports are subject to the uncertainties of world demand and competing 
country supplies. Diversification and enhancement of value-added 
through graduated processing of suitable commodities will lessen this 
vulnerability in the long-run. Import prices are also outside Kenya’s 
control, hence the best forecast over the Plan period while structural 
adjustment is progressing, is that adverse movements in the terms of 
trade are likely to erode somewhat the 1.6 per cent per capita growth 
rate that has been targeted.

3.2 EMPLOYMENT GENERATION

Table 3.3 gives a breakdown of total employment in the 
economy by various sectors. Rural employment, defined as the sum of 
non-wage agriculture, farm and rural non-farm employment, remains 
by far the largest employer in the economy accounting for over 70 per 
cent of total employment. With only moderate growth of employment 
in the modern wage sector, an increasing number of people will have

3.14
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Table 33: Employment by Sector, 1987-93

Growth 
1988-93 
(% p.a.)

TargetedActual Projected
1987
(’000) (’000)

19931988SECTOR
(’000)

(v)(iv)(iii)(ii)(0
3.87,803.06,490.0Rural Employment 6,252.4 

Urban Informal 
Employment 

Modem Sector 
Wage

Employment 1,263.3 
Self-employment 

& Unpaid Family 
Workers 

Whole Economy 7,946.8

10.6730.2441.0393.0

4.11,620.91,326.0

8.338.1 61.041.0
4.28,298.0 10,215.0

to settle down to small-scale enterprises, whose share as a proportion 
of total employment in the economy is expected to rise from 4.9 per 
cent in 1987 to 7.1 per cent in 1993.
3.15 Implementation of the Rural Trade and Production Centres 
(RTPC) Programme is expected to stimulate economic activity in the 
centres and their hinterlands in line with the Rural-Urban Balance 
Strategy. The District Development Fund will support the RTPC pro­
gramme by creating and improving infrastructure which will boost 
development and improve the general welfare of the people.

The projected distribution of total modern sector wage em­
ployment by national accounts sectors as presented in Table 3.4 is based 
on the sectoral real GDP target growth rates presented earlier, together 
with forecasts of growth in average labour productivity during the Plan 
period. A positive rate of change of average labour productivity over 
time which is a measure of output (GDP) per worker is attributed to 
improvement in the efficiency of workers, growth in the level of capi­
tal employed per worker, availability of land and materials and general 
technological progress. During the Plan period, positive growth in 
labour productivity is projected for all sectors of the economy.

3.16
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Table 3.4: Employment in Modern Sector, 1983-93

Implicit

Growth

Growth 

(% p.a.) 
1988-93

Projected Targeted 

1988

Actual
19931983

in(’000) (’000)Oooo)Industry
Average
Labour

Produ­
ctivity

(p.a.)

1988-93

(i) 00 (iii) (iv) (v) (vi)

Agriculture 
Forestry 
Fishing
Mining & Quarrying 
Manufacturing 
Electricity & Water 
Building & Construction 60.17 
Trade, Restaurants 

& Hotels 
Transport &

Communications 
Finance & Insurance 45.61 
Domestic Services * 
Government Services *
Other Services *
Total Modem 

Sector

213.27 234.00 263.33 2.39 2.06
17.87 22.40 28.25 4.75 3.10
0.03 0.04 0.05 4.56 2.33
3.55 6.40 8.82 6.62 1.29

148.76 174.80 208.25 3.56 2.74
17.26 20.50 27.22 5.83 1.11

59.70 69.% 3.22 1.24

80.29 107.00 139.31 5.42 1.50

55.01 60.40 71.13 3.32 2.30
60.20 72.75 , 3.86 1.48

56.74 69.00 90.38
329.80
311.52

5.55 2.70
226.40
168.43

285.30
226.30

2.94 2.00
6.60 1.50

1,093.29 1,326.04 1,620.77 4.10 1.34

* These three sectors are combined to form the Community, Social and Per­
sonal Services sector.
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33 GROSS FIXED CAPITAL FORMATION AND INVESTMENT
a) Trends in Gross Fixed Capital Formation

3.17 Gross Fixed Capital Formation (GFCF) represents investment
in new physical assets including replacement of worn out plant and 
equipment. It includes dwellings, non-residential buildings and other 
construction works such as roads, power transmission lines, oil and 
water pipelines, dams and bridges, transport equipment, machinery 
and other equipment, land improvement, plantation development, 
breeding stock and dairy cattle. During the last Plan period, GFCF in 
constant 1982 prices grew from a level of K£ 593.6 million in 1984 to a 
projected K£ 741.4 million in 1988. This growth of fixed investment was 
achieved as a result of the improved economic climate prevailing 
during the period and Government policies which promoted inter­
national confidence in our economy. With the implementation of ad­
ditional structural adjustment measures, the level of investment is 
projected to rise steadily from K£ 788.0 million in 1988 to approxi­
mately K£ 976.7 million in 1993.

In projecting the GFCF required over the Plan period as indi­
cated in Table 3.5, it has been generally assumed that the sectoral In­
cremental Capital Output Ratio (ICOR) values will either stabilise at

j

\

3.18

Table 3.5: Gross Fixed Capital Formation (GFCF), 1978-93 (Constant 1982 
Prices)

(K£ Million)

Year Actual 
GFCF '

% of GDP Year % of GDPProjected
GFCF

1978 852.2 34.5! 1988 741.4 19.71979 787.5 30.3 1989 781.6 19.71980 807.3 29.9 1990 823.2 19.71981 844.0 29.5 1991 863.7 19.61982 668.3
576.0
593.6 
597.2
676.7
738.7

23.0 1992 916.0 19.71983 18.8 1993 976.7 19.91984 19.2
1985 18.4
1986 19.8

20.61987

50



about the average level observed during the last few years or rise slightly 
over time. This is as a result of two countervailing forces that will 
operate in the economy over the period. First, limits to capacity utilisa­
tion, labour intensity and capital productivity have not been reached 
and will be exploited further with a resultant downward pressure on the 
ICORs. Second, measures proposed to enhance commodity value- 
added and to harness industrial potential generally will result in addi­
tional investment which will tend to push the ICORs upwards in the 
short-run.
3.19 According to the targets shown in Table 3.6, a modest increase 
in real investment to GDP ratio from 19.5 to 19.7 per cent will generate 
a substantially higher average growth rate of output from 4.2 per cent 
achieved during the Fifth Plan to 5.4 per cent per annum targeted for 
the Sixth Plan. This will be possible due to the projected significant rise 
in the productivity of investment. The various policies and programmes 
adopted during the Plan period such as the restructuring of market in­
centives, the reform of administrative structures and procedures in 
favour of investment, together with the redirection of Government ex­
penditure towards more immediately productive outlays as required 
under the Budget Rationalisation Strategy, will help raise both the rate 
and productivity of investment. Domestic savings will continue to be 
encouraged both by real interest rates and by improved financial inter­
mediation. Real interest rates will be kept under review to ensure that, 
on the one hand, savings are not discouraged by too low or negative real 
rates, while on the other, investment funds are drawn into competitive 
new productive ventures. Some of this new development will come as 
a result of resource transfers from overseas as a consequence of bor­
rowing reflected in the Capital Account of the Balance of Payments. 
These will be concessionary borrowings and will help to maintain an 
uninterrupted flow of the necessary industrial and agricultural inputs 
required by the private sector.

b) Gross Fixed Capital Formation by National Accounts Sectors
3.20 The targets relating to GFCF for individual sectors of the 
economy in constant 1982 prices are shown in Table 3.6. Column (iv) 
shows the percentage shares of total GFCF for the Plan period at­
tributed to different national accounts sectors. The Government Serv­
ices Sector claims the largest share at 17.5 per cent, followed closely by 
Transport and Communications at 16.4 per cent and Manufacturing at 
13.3 per cent which are followed by Agriculture, Ownership of Dwell­
ings and Other Services, each accounting for about 8 per cent of the 
total. Apart from Government Services which will be the main target
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Tabic 3.6: Sectoral Investment, 1989-93 (Constant 1982 Prices)

% Share 
in total 
fixed 

invest. 
1989-93

Sector’s 
% cont­
ribution 
to total 

GDP

Additional 
capital 

required 
per unit 
of output 
1989-93

Average 
annual 
gross 
fixed 

invest. 
1989-93 

(K£ Million)

SECTOR

(KI)

(v)(iv)(in)(ii)(0 5.229.2580.67Non-Monetary
Agriculture
Forestry
Fishing
Mining & Quarrying 
Manufacturing 
Building & Construction 
Electricity & Water 
Transport & Commun­

ications

27.458.5474.490.92
0.860.171.490.42
0.420.121.050.67
0.270.88535 7.69

13.111.80 115.85 13.28
2.896.054.25 52.80
1.776.90 45.23 5.19

6.00 6.1116.39142.97
Trade, Restuarants & Hotels 0.70 
Finance, Insurance 
Ownership of Dwellings 
Other Services 
Domestic Services 
Government Services

11.6340.32 4.62
0.77 7.1917.22 1.97
8.32 3.4268.71 7.88
6.00 2.7371.48 8.19

1.50
3.36 152.28 15.4317.46

TOTAL 872.25 100.00100.00

of budget rationalisation, these other sectors are the most likely to be 
favoured by structural adjustment measures to be implemented during 
the Plan period.

!

!

52



c) Gross Investment 

3.21
ventory investment to gross fixed capital formation. The targets for 
foreseeable changes in stocks and gross investment are shown in Table 
3.10. Changes in stocks are targeted to grow at 3.5 per cent of real GDP. 
Their volume is expected to grow over time and will be influenced by 
other factors such as fluctuations in demand, import licensing policy 
and practice, credit constraints, inflationary expectations and the 
growth of GDP. Government policies in these areas will reduce uncer­
tainty and cause the effects of these factors to balance each other so 
that their net impact is negligible, resulting in the stabilisation of in­
ventory investment relative to output over the Plan period.

Gross investment is obtained by adding changes in stocks or in-

3.4 BALANCE OF TRADE
The Balance of Trade targets for the Plan period are presented3.22

in Table 3.7. The average annual growth rates of quantities of various 
categories of exports and imports are shown in the last column of the 
table. Exports and imports are targeted to grow at 5.8 per cent and 5 
per cent respectively. However, the value of exports currently amounts 
to about 56 per cent of the value of normal imports. Thus the balance 
of trade is very unfavourable and hence the need for heavy external bor­
rowing in the short-run. Government policies will aim to reduce this 
requirement during the Plan period by increasing export revenues and 
using primarily market means to control the import bill.

Fluctuations in the prices of our major exports, which are pri-3.23
mary commodities, lead to uncertain revenues. Government will take 
measures to encourage private sector efforts to increase the level of 
pre-export processing of major commodities and diversification of the 
export base. Policies for expanding exports through Manufacture- 
Under-Bond and Export Processing Zones will serve to diversify our 
industrial base. They will also enhance our industrial skills and promote 
the transfer of some technology into the economy while adding to our 
foreign exchange earnings and, through backward linkages, lowering 
our import bill.
3.24 Import prices on the other hand have risen steeply over the past 
years, except for the price of oil which has tended to fluctuate. Most of 

imports are essential inputs to our development process. Current 
liberalisation drives will continue to favour such essentials while a 
variety of mechanisms will be applied to regulate the importation of 
non-essentials. The 5.0 per cent growth rate projected for composite

our
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■. Table 3.7: Projected Values of Exports, Imports and Balance of Trade

(K£ Million)

1988-931988 19931987i

Average Volume 

Growth (% p.a.)
TargetsActual

Exports
Coffee
Tea
Petroleum Products* 
Other Exports 
Special Exports 
TOTAL 
Imports
Fo6d and Beverages 
Industrial Supplies 
Fuels and Lubricants

5.6344.4235.5194.6
163.4 5.6328.7185.3

4.0130.784.263.2
6.7651.6300.1 364.7

26.3
5.81,455.4747.6 869.7

'
4.285.7 79.4 131.6
5.0456.1 

282.4
Machinery & Cap. eq. 256.8 
Transport Equipment 164.5 
Other Consumer Goods 71.0 
TOTAL- 

Normal Imports 
Special Imports 

Total Imports 
Balance of Trade 
As % of GDP at

979.2566.9
4.0436.6280.4
5.5319.0 564.3
5.5204.3 361.5
5.098.9 170.9

1,316.5
232.2

1,548.7
-801.1

1,548.9 5.02,644.1
.■ 186.1 49.1;

1,735.0
-865.3

2,693.2
-1,237.8

1

Factor Cost -14.0 -13.4 -11.2

.
* Excludes sales to Aircraft and Ships* Storesi :

■ :
-

imports and its breakdown for particular import goods represent tar­
gets, in the event of demand rising above which, policies to dampen 
such pressure will be brought to bear.

;

;
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Targeted current account balances over the Plan period are 
presented in Table 3.8 which shows a significant improvement in the 
invisible trade and current account balances over the Plan period. The 
major contribution to this improvement arises from earnings from tour­
ism which are expected to grow at about 5.1 per cent per annum in real 
terms. Another important reason for the improvement is the fact that 
net investment income payments will grow at a much lower rate in both 
nominal and real terms. This is because (a) nominal interest rates have 
been assumed to remain unchanged throughout the Plan period, and 
(b) a substantial portion of new Government borrowing under the 
various programmes will be made at very low interest rates. It may be 
noted that the targets for investment income include payments of in­
terest and dividends to private foreign investors.

3.25

Table 3.8: Target Current Account Balance
(K£ Million)

Provisional Target Target

19931987 1988

Balance of Trade 
Net Services 

Shipment
Other Transportation 
Foreign Travel 
Other Services 

Investment Income 
Transfers 
Invisible Balance 
Current Account Balance 
% of GDP at Factor Cost

-865.3 -1237.8-801.1

36.2 63.131.4
130.5 202.0114.1

549.9272.1 316.6
50.7 113.330.6

-232.3 -272.0 -291.8
379.7

1,016.2
-221.6

176.6 300.4
392.5 562.4

-408.6 -302.9
7.2 4.7 2.0

55



! 3.5 REVENUE, EXPENDITURE AND BUDGET DEFICIT

3.26 Table 3.9 shows the targets for Government revenue, expendi­
ture and deficit from 1988/89 to 1992/93. The revenue anticipated to 
be generated from the various categories of taxes is based on statistical 
relationships that take into account the target GDP growth rates and 
the balance of payments out-turns. The Ordinary Revenue figures 
shown in the table include some additional revenue expected to be re­
alised through improvements in tax collection and new tax measures to 
be introduced in successive budgets during the Plan period. In addition, 
further implementation of the “cost sharing” policy will have the effect 
of raising Appropriations-in-Aid (A-in-A) receipts. Thus, total revenue 
as a proportion of GDP at market prices is projected to rise to 24.0 per 
cent by 1992/93. This rising trend is necessary but not sufficient to bring 
down the budget deficit to desired levels. Thus Ministry expenditures 
excluding Consolidated Fund Services, which constitute 25.9 per cent 
of GDP at market prices in 1988/89, are expected to be reduced steadily 
in relative terms to 23.7 per cent by the end of the Plan period.
3.27 Table 3.9 also shows an expected deficit of 4.5 per cent of GDP 
at market prices in 1988/89. Deficit is defined here as the excess of 
Government expenditure, excluding public debt redemption, over Govern­
ment revenue including Appropriations-in-Aid and external grants. The 
targets for Government policy in regard to revenue and expenditure 
imply that the deficit ratio will fall gradually over the Plan period to 3.1 
per cent by 1992/93.

i

i

3.6 USE OF RESOURCES
3.28 The various targets and projections presented in the preceding 
table are brought together in Table 3.10 to indicate the likely trend of 
total resources available for use over the years of this Plan. “Total re­
sources available for domestic investment and consumption” is ob­
tained by adding the surplus of imports over exports of goods and 
non-factor services to GDP at market prices. For overall balance in re­
source use, total consumption plus total gross investment should equal 
total resources available. Total consumption is, therefore, obtained as 
a residual by deducting total gross investment from total available re­
sources. This total consumption is divided between private and public 
consumption.

Public consumption has been estimated from a statistical rela­
tionship connecting public consumption and Government current ex­
penditure excluding interest payments. Private consumption is,

3.29
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Government Revenue, Expenditure and Budget Deficit
(K£ Million)

Table 3.9:

1988/89 1989/90 1990/911991/92 1992/93

REVENUE
Ordinary Revenue 

A-in-A
Tola! Revenue

1,744.6 2,013.0 2.260.7 2,516.6
97.0 110.0

2.357.7 2,626.7
23.7 23.8

280.0 280.0
2.637.7 2,906.6

2,807.4
80.3 86.5 120.5

1,824.9
% of GDP at Market Prices 22.9

2,099.5 2,927.9
23.5 24.0

Foreign Grants 

Total (Revenue + Grants) 2,192.3 

EXPENDITURE
Recurrent Expenditure 1,287.8
Development Expenditure 775.4
Ministry Expenditure 2,063.2
Ministry Expenditure as 

% of GDP at 
Market Prices 

Consolidated Fund 

Services 

Total

(C.F.S. + Min. Exp.) 2,555.2
Deficit
Deficit as % GDP at Market 

Prices

367.4 327.0
2,426.5

290.0
3,217.9

1.416.6 

833.1
2.249.7

1,528.5 1,665.3 

877.4 955.9
2,405.9 2,621.2

1,833.9
1,052.7
2,886.6

25.9 25.2 24.2 23.8 23.7

492.0 534.6 586.2 644.9 709.5

2,784.3 2,992.1 3,266.1 

354.4 359.5
3,596.1

362.9 357.8 378.2

4.5 4.0 3.6 3.3 3.1

therefore, the final residual element in the table. This is a measure of 
the resources available for private consumption as opposed to what may 
be called desired private consumption. An imbalance in private con­
sumption occurs when there is a significant difference between desired
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i private consumption and resources available for private consumption. 
This imbalance is expected to be insignificantly small assuming that the 
current prevailing level of real interest rates will be maintained 
throughout the Plan period.

;
)

Table 3.10: Use of Resources in Current Prices

(K£ Million)

1987 1989 1990 1991 1992 1993

GDP at
Factor Cost 
Indirect Taxes 

Less Subsidies 912.2 1,165.5 1,301.4 1,441.1
GDP at Market 

Prices
Imports of Goods 

& Non-factor 
Services

Exports of Goods 
& Non-factor 

Services 1,400.4 1,872.8 2,055.4 2,267.0
Import Surplus 333.7 290.4 267.3 266.8
Total Available

Resources 6,948.4 8,742.4 9,704.9 10,717 2
Fixed Investment 1,334.7 1,663.1 1,856.9 2,045.7
Change in Stocks 316.9 298.2 332 9 368 7
Total Gross '

Investment 1,651.6 1,961.3 2,189.8 2,414.4
Public

Consumption 1,282.8 1,502.9 1,657.2 1,813.0
Private

Consumption 4,014.0 5,278.2 5,857.9 6,489.8
Total

Consumption 5,296.8 6,781.1 7,515.1 8,302.8

5,702.5 7,286.5 8,136.2 9,009.3 9,979.7 1,1059.1

1,769.01,596.4

6,614.7 8,452.0 9,437.6 10,450.4 12,828.111,576.1
!

!:
1,734.1 2,163.2 2,322.7 2,533.8 3,070.72,789.3

2,761.3
309.4

2,501.4
287.9

13,137.5
2,550.4

452.6

11,864.0
2,278.0

408.4

3,003.02,686.4

2,158.81,977.1

7,200.5 7,975.7!
i :i 9,177.6 10,134.5:•

.

i

OO
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CHAPTER 4

FISCAL AND MONETARY FRAMEWORK

4.0 INTRODUCTION
Fiscal and Monetary policies to be implemented during the 

Plan period will focus on three principal reform objectives, namely: a) 
restructuring of institutions where necessary and integration of policies 
aimed at improving the efficiency of Government operations; b) chan­
nelling resources to areas with the highest returns; and c) enhancing 
the role of the private sector in the economy. These reforms will serve 
to promote economic development through efficient allocation of 
available resources while at the same time maintaining stability in the 
economy. Policies presented in this Plan emphasise the role of market 
mechanisms and incentive structures in the efficient organisation and 
direction of economic activity while retaining those residual Govern­
ment controls that are necessary for the effective operation of the 
former.

This Chapter outlines the fiscal and monetary policies to be ef­
fected during the Plan period and indicates how the Plan will be fi­
nanced. First, it addresses issues relating to Government revenues and 
expenditures and the financing of the resultant budget deficit. Second, 
it examines the balance of payments position and how the resultant 
balance of payments deficit will be financed. Third, it surveys issues re­
lated to money supply, credit allocation, interest rates and the opera­
tion of money and capital markets. Finally, it analyses the issue of the 
public debt and the availability and use of external resources.

4.2

4.1 GOVERNMENT REVENUE

As indicated in Chapter 3, Government will introduce policy 
measures to reduce the budget deficit to a target of 3.1 per cent of GDP 
in 1992/93 from the expected level of 4.5 per cent in 1988/89. To achieve 
this target, measures will be taken to increase revenue, including Ap- 
propriations-in-Aid (A-in-A), from K£ 1,825 million in 1988/89 to K£ 
2,928 million by 1992/93, through improved tax administration, reform

4.3
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of the tax structure'and cost-sharing. These targets and those for the ir 
termediate years are shown in Table 3.10.
4.4 The following specific measures will be undertaken in order t<—“ 
achieve the planned revenue targets:-

• Cost-sharing will be extended in the fields of health, education 
water supply, agriculture and transport. The rate of contributioi 
by the individual and institutions to the operation of these serv 
ices will take into account the relevant costs incurred by Govern 
ment and the individual’s ability to pay for the service.

• Efforts will be made to enhance the efficiency of tax collection -

• Government will provide tax incentives to individuals and busi­
nesses for the maintenance of up-to-date and accurate accounts 
in order to minimise tax evasion.

• Government will gradually spread the tax net in order to ease the 
tax burden and ensure its more equitable distribution. This 
measure will not only yield an increase in Government revenue 
but will also serve to improve the overall tax structure. To 
achieve the planned target of revenue as a percentage of GDP, 
the tax structure will be so designed as to be more responsive to 
changes in GDP. In this regard, Government will place more em­
phasis on indirect as opposed to direct taxes.

Besides using it to meet the revenue objective, Government 
will also reform the tax structure to enhance rural-urban balance, pro­
mote savings and investment vis-a-vis consumption, improve industrial 
efficiency and help local producers to become more competitive in both 
the domestic and export markets. To achieve this goal, Government 
will lower existing high tariffs, reduce excessive protection for domes­
tic industry and maintain relatively uniform tariff structures. A reduc­
tion of import duties in respect of the Preferential Trade Area (PTA) 
is among the measures envisaged in this respect. To ensure that tax poli- 

properly designed and implemented, a Tax Study, preliminary 
work on which has already been started, will be fully commissioned 
during the Plan period.

4.5

cies are
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42 GOVERNMENT EXPENDITURE
4.6 The lowering of overall growth of Government Expenditure 
especially in the fields of education and health will be used as a means 
of attaining the desired level of the budget deficit. The targets for total 
expenditure are shown in Table 3.10.
4.7 The introduction of the 8-4-4 system of education and the mul­
tiple intakes into the already increased number of national universities 
have caused the share of education in the recurrent budget to rise to 38 
per cent. This rise has taken place in spite of the considerable level of 
cost-sharing already taking place between the Government and the 
Wananchi in the financing of the education service. Future strategies 
for achieving sustainable levels of financing of the education sector will 
be based on the findings of the Report of the Presidential Working Party 
on Education and Manpower Training for the Next Decade and Beyond 
and the ensuing Sessional Paper No. 8 of 1988 both of which advocate 
increased cost-sharing in secondary schools, training institutions and at 
university level. During the Plan period, further studies will be under­
taken to establish the cost-effectiveness of primary, secondary, and ter­
tiary education and the internal consistency, efficiency and 
effectiveness of the entire education system.
4.8 The share of health in the recurrent budget now stands at 9 per 
cent. Whereas there is need to contain this level of expenditure, health 
services in many areas of the country still require much improvement. 
To achieve the conflicting objectives of thrift and expansion, Govern­
ment will establish ways and means of reducing the cost of providing 
health services by improving the management of health facilities while 
at the same time enhancing the overall effectiveness of the health-care 
delivery system. In addition, opportunities for the establishment of ad­
ditional amenity wards, especially at Provincial and District Hospitals, 
and the privatisation of health services will continue to be expanded.
4.9 Other major changes in budget allocations will involve con­
certed efforts to make all Government outlays more efficient and thus 
productive through the process of budget rationalisation. This ap­
proach is intended to concentrate resources on fewer high priority pro­
jects thus ensuring that they are adequately funded. At the same time, 
recurrent allocations will be directed towards improvement in the util­
isation of existing capacity in order to raise the productivity of public 
investments. Reforms in budgetary procedures and project data man­
agement will also continue to be effected in support of the Budget 
Rationalisation Strategy.
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43 FINANCING OF THE DEFICIT

The programme for the financing of the target budget deficits 
for the period of the Sixth Plan is outlined in Table 4.1. It is seen in the 
table that 55 per cent of the target budget deficit for 1988/89 is planned 
to be financed by net external borrowing. The share of external financ­
ing will rise during the Plan period to about 68 per cent in 1992/93. 
Correspondingly, the share of internal financing will fall. To the extent 
practicable, internal financing of the budget deficit will be brought 
down considerably, the objective being to free up more resources for 
use by the private sector.

>■

4.10

Table 4.1: Financing of Budget Deficit
(K£ Million)

1988/89 1989/90 1990/91 1991/92 1992/93

362.9 357.8 354.4 359.5 378.2Total Deficit 
Financed By 
Net External Loans 
Net Internal Loans 

Memorandum Items 
External Loan 

Redemption 
Internal Loan 

Redemption 
Gross External Loans 
Gross Internal Loans 
Deficit as % of GDP at 

Market Prices

200.0 223.6 255.0 249.4 256.2
162.9 134.2 99.4 110.1 122.0

1923 210.0 225.0 235.0 235.0

56.4 189.9 86.2 239.1
3923 433.6 480.0 484.4 491.2
2193 324.1 185.6 349.2 174.4

52.4

45 4.0 3.13.6 3.3

The significantly larger contribution of net external borrowing 
to the financing of the budget deficit has been built into the programme 
as the country will continue to obtain suostantial programme loans, e.g. 
the agricultural and industrial sector adjustment credits from the World

4.11
:
:
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Bank together with co-financing from other bilateral and multilateral 
donors. Drawings of project loans are also expected to go up signifi­
cantly over the Plan period. This will come about partly as a result of 
normal growth in donor commitments but more substantially through 
a stepping up of the rate of absorption of external project funds during 
the period. Internal borrowing shown in the table includes both long 
and short-term as well as bank and non-bank borrowing.
4.12
ing the budget deficit will come from the non-bank sector. This is a con­
sequence of the targets established for growth in the supply of money 
and credit as shown in Table 4.3. The Sixth Development Plan will rely 
a great deal on growth initiatives from the private sector. The plan for 
credit allocation, therefore, allows for an adequate growth of credit to 
this sector. The scope for bank financing of the budget deficit will con­
sequently be very limited.

Most of the net internal borrowing by Government for financ-

4.4 BALANCE OF PAYMENTS AND FINANCING TARGETS
4.13
management policies over the Plan period is to maintain a viable ex­
ternal trade and payments position. Prices of imports are expected to 
rise steadily except in the case of oil where possible future movements 
are uncertain at the moment. On the other hand, prices of major export 
commodities like coffee and tea have generally weakened in the recent 
past. At the same time, our external obligations have become increas­
ingly heavy. During the Plan period, Government will take appropriate 
policy measures to correct this situation. As intimated earlier, substan­
tial balance of payments support from the World Bank and the IMF, 
together with co-financing from other donor agencies, have been fac­
tored into the balance of payments financing programme.
4.14
during the Plan period are presented in Tables 3.7 and 3.8 in Chapter 
3. Among the policy measures that will be required for attaining these 
targets are the following:-

• further liberalisation of import licensing to allow for the smooth 
flow of essential imports in support of growth in domestic out­
put and employment. Control of relatively non-essential imports 
will be maintained through appropriate licensing and/or tariff 
measures.

The basic objective of the Government’s balance of payments

The targets for merchandise and current account balances
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• further encouragement of processing and exportation of both 
traditional and non-traditional commodities and manufactured 
goods through measures such as strengthening the export com­
pensation scheme, Manufacturing-Under-Bond, judicious 
agement of the exchange rate and the stepping up of market 
promotion efforts in both neighbouring countries and abroad.

• protection and further development of tourist attractions in the 
country, together with the improvement of key infrastructural 
facilities to ensure the continued high growth of tourism.

• redesigning policies on domestic prices, import tariffs and ex­
change rates with a view to inducing a gradual decline in the im­
port intensity of domestic production while at the same time 
exploring possibilities for further efficient import substitution.

• strengthening budget rationalisation measures aimed at raising 
the rate of absorption of external resources significantly over the 
Plan period.

4.15 The financing plan for the balance of payments deficit pro­
jected in Table 3.9 is presented in Table 4.2. A notable feature of this 
plan is the large magnitudes of net external capital inflow to Govern­
ment during the entire period. The level of absorption of external loans 
has been low in the past. During this Plan period, every effort will be 
made to ensure that such loans and grants are fully and effectively 
utilised. As pointed out earlier, significant amounts of balance of pay- 
ments support funds have been and will continue to be drawn from the 
World Bank and other co-financing donors under the Agricultural and 
Industrial Sector Loans, as well as a possible Financial Sector Loan, 
Budget Rationalisation Loan, a Small Business Sector Loan and sec­
ond phases of Agricultural and Industrial Sector Loans coming in later.
4.16 During the Plan period, Government will take measures to en­
hance the level of private foreign investment, especially foreign equity 
capital which may take the form of joint ventures with the local private 
sector. Some of these measures have already been put in place. The 
One-Stop administrative arrangement for approval of investment has 
been introduced. The Foreign Investment Protection Act (FIPA) has 
been reviewed and the Manufacturing-Under-Bond scheme is under­
way. Kenya is a member of the World Bank affiliated Multilateral In­
vestment Guarantee Agency (MIGA) which issues guarantees for

.
'
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foreign investments in signatory countries against non-commercial risk 
application. Kenya is also a member of the International Centre for 

the Settlement of Investment Disputes. Membership in these organisa­
tions should serve as a further assurance to foreign investors.

It may be noted that the net capital inflows to Government 
shown in Table 4.2 and the net external loans to finance the budget defi­
cit shown in Table 4.1 are not comparable. Apart from the fact that 
figures in Table 4.2 relate to calendar years while those in Table 4.1 re­
late to financial years, the amounts of external financing shown in Table 
4.1 for the years 1990/91 onwards are somewhat larger than those fac­
tored into the balance of payments. If these additional external loans 
materialise, they will be spent on a range of new development projects 
already provided for in the projected total development expenditure in

on

4.17

Table 42: Balance of Payments and Financing Targets*
(K£ Million)

1987 1988 1989 1990 1991 1992 1993

Current Account Balance 
(Ref. Table 3.8)

Net Capital Inflow 
Central Government 162.2 
Private (including 

Parastatals)
Short-term (including 

Errors and Omissions) 98.9 
Total Capital Account 332.7 
Overall Balance 
Financed By 

Net Borrowing 
from IMF 

Change in Reserves 
Gross Reserves 
Memorandum Items 
IMF

-408.6 -302.9 -245.3-237.4 -213.4-212.7 -221.6

236.1 243.4 252.5 132.2 193.1 184.4

59.1 54.4 58.0 73.9 84.7 95.871.6

25.0-25.1 25.0 25.0 25.0 25.0
270.1 322.7 335.4 231.0 302.7 305.2
-32.8 77.4 98.0 17.6 90.0 83.6-75.9

70.2 -34.0 -6.6 50.2 -38.0 -26.3
-37.4 -43.4 -91.4 -67.8 -52.0 -57.3
305.2 358.6 440.0 507.8 559.8 617.1

-48.7
124.6
267.8

Disbursements: Stand-by
SAF
CFF
ESAF

72.5
29.8
48.0

89.2 89.2 89.2 44.6 44.6
-80.1 -123.2 -95.8 -39.0 -82.6 -70.9Repayments

* Totals may not agree because of rounding.
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the forward budget for the later years. In the balance of payments table, 
the net capital inflow to the Government will rise. At the same time, 
there will be an increase in special project imports, so that total mer­
chandise imports and hence the current account deficit will go up. It 
has been assumed that these opposite movements in the capital account 
and in the current account will balance out, leaving the overall balance 
in Table 4.2 unchanged.

On the other hand, if the additional external financing shown4.18
in Table 4.1 fails to materialise, Table 4.2 will remain unaffected. In 
Table 4.1, development expenditure on new projects will be lower, thus 
reducing the budget deficit. It is planned that these movements in the 
budget deficit and external financing will balance out, leaving internal 
financing at its planned level. The actual out-turn during the Plan pe­
riod may, of course, be somewhere in between or even outside the two 
possible positions discussed above, with corresponding adjustments to 
the tables. In view of the many uncertainties associated with the availa­
bility and absorption of external resources, a more rigorous reconcilia­
tion of the numbers in Tables 4.1 and 4.2 would merely suggest a

i

spurious accuracy.

4.5 MONETARY POLICY AND TARGETS
4.19 The main objectives of monetary policy during the Plan period 
will be to contain inflation while ensuring adequate growth of money 
supply consistent with the projected growth in GDP. The growth in 
bank credit will not only be in line with the growth in GDP but will also 
reflect developments in the balance of payments. Increasing propor­
tions of total credit to the private sector will be directed to the produc- 
tive sectors of the economy, particularly Agriculture and 
Manufacturing. Various adjustments in the structure of interest rates 
will continue to be made with a view to rendering them more market- 
driven.
4.20 The growth in broad money supply (M2), defined to include 
currency outside banks and all commercial bank deposits (both 
demand and time deposits) will remain the principal index of monetary 
policy and will be closely monitored throughout the Plan period. It is 
expected that with the policy of flexible interest rates, there will be a 
shift from demand deposits to interest earning time deposits and other 
financial investments to enable banks to increase their long-term lend­
ing. In 1984 and 1985, money supply grew by 12.9 and 10.2 per cent re­
spectively. However, in 1986 there was an upsurge in the rate of growth 
of money supply which rose by 24.2 per cent following the mini-coffee
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boom of that year. The rate then dropped to 12,1 per lAtrt iti IY</ 
During the Plan period, money supply is targeted to grf/w to leveK 
mensurate with expected growth in real C»DP in order to tjtuioA *4/*- 
tion. Table 4.3 shows the mid-year money supply and other i*yy*A 
aggregates that are expected to obtain during Inc Plan period,

Tabic 43: Money Supply and Other Aggregate* (Knd-Jime)
OCX MdVM;

1987 1988 1989 1990 1991 Y///. Y/f'„

-38.0 -84.4 -82.3
2,195.8 2,392.3 2,702.3 2,924.2 3,174.9 34371 %T*X

855.5 856.1 966.1 1,014.3 1,054.9 1//.2.7 J/A£7

5.5 63.3 117// 2/UNet Foreign Assets 
Total Domestic Credit 

Government 
Private (including Other 

Public Sector)
Other Liab. (Net)

Money and Quasi-Money 1,9123 
Memorandum Items 
% Growth in 

Domestic Credit 
% Growth in 

Government Credit 
% Growth in Private 

Sector Credit 
Private Sector Credit as 

% of Private Sector 
Monetary GDP 

Other Liabilities (Net) as 
% of Total Liabilities 12.8 

Income Velocity of Money 33 
Net Borrowing by Govern­

ment from Banking System

1,340.3 1,536.2 1,736.2 1,909.9 2,1201) 2rT744 2.6
318.5 380.7 453.1 495.9 5164 $713

1,989.4 2,239.3 2,476.6 2,7423 3/137.7

-V- -

245.5

9.0 13.0 8.2 8.6 83 i'

0.1 12.9 5.0 43 0.7 LJ

14.6 13.0 10.0 11.0 123

303 30.6 30.7 30.2 303 2C5 3L*

16.0 17.0 18.3 18.1 rj rj
3.8 3.8 3.8 33 53 53

0.6 110.0 48.2 '340.6 U

4.6 CREDIT ALLOCATION
4.21 To a large extent, growth in total domestic credit S? »> 
fluenced by the target growth in money supply and developments # mV 
balance of payments. As already shown in Table 4.2, the >v'
ments out-turn is projected to record surpluses In PksN *i*d t V
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The statistical growth in total domestic credit will be fairly high during 
the financial year 1988/89, in part because of the low growth in 1987/88. 
Thereafter, the rate of growth will slow down to within a range of 8 to 
9 per cent per annum. To maintain the desired growth rates in money 
and credit, the Central Bank will increasingly apply various monetary 
policy tools at its disposal, including the liquidity ratio, selective credit 
controls, minimum cash ratios and discount rates. Open market opera­
tions will also be fully activated during the Plan period.
4.22 Government policy over the last four fiscal years 1984 to 1987 
has been directed toward streamlining credit allocation with the aim of 
reducing the share of credit to the Government in favour of parastatals, 
joint ventures and the private sector. However, Government credit 
from the banking system has remained high due to actual public expen­
ditures exceeding budget estimates. This has resulted from the emer­
gence of certain special needs and circumstances, decreasing flow of 
external resources to finance the deficit and difficulties initially en­
countered by Government in selling stocks and bonds to the non-bank 
sector. By the end of Fiscal Year 1984, Government’s share of credit 
amounted to 28.7 per cent of the total, rising to 39.0 per cent by the end 
of June 1987.
4.23 The need for adequate growth of private sector credit to sup­
port the sector’s expected contribution to GDP has already been un­
derscored. The implied targets for the share of total domestic credit 
taken up by the Government and the private sector are shown in Table 
4.4. The major implication of the table is that the share of bank credit 
to Government will decline during the Plan period from 35.8 per cent

>•.
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Table 4.4: Planned Shares of Bank Crediti
End-June 1987 1988 1989 1990 1991 1992 1993n

i
Government (%) 39.0
Prvt. Sector (%) 61.0

35.8 35.8
64.2 64.2

34.7 33.2 30.9 28.4
65.3 66.8 69.1 71.6

:
= i ‘

:!p\
j

i as at end-June 1988 to 28.1 per cent at end-June 1993, while that of the 
private sector will rise from 64.2 to 71.6 per cent over the same period. 
A major thrust of policy will be to encourage banks and other financial

i

!:
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institutions to lay greater emphasis on economic viability of projects 
and standing of the borrower as partial surrogates for collateral. The 
component of the Government budget deficit which is financed from 
the banking system will gradually shrink, the Government increasingly 
relying on the domestic non-bank sector for internal financing of the 
deficit.
4.24
the economy, particularly Agriculture and Manufacturing, greater 
selective credit controls in favour of these sectors will be applied. Such 
controls have been applied in the case of credit to the agricultural sec­
tor since 1975. Commercial banks are required to lend at least 17 per 
cent of their deposit liabilities to this sector. This requirement will be 
reviewed during the Plan period with the object of enhancing lending 
for food production, particularly to small-scale farmers. Government 
will take measures to ensure that in the case of manufacturing, large- 
scale concerns are accorded their due share of credit while special at­
tention will be paid to the respective needs of the medium and 
small-scale enterprises including Jua Kali technicians and artisans.

I Since more credit will be extended to the productive sectors of

-
i

4.7 INTEREST RATE POLICY 

4.25
to yield a positive real return on savings and investment. This policy will 
continue to be pursued during the Plan period to make interest rates 
the main instrument of credit allocation. In addition, there will be a 
gradual freeing of interest rates on Government bonds to make them 
more responsive to market forces. As interest rates on these securities 
become relatively more freely determined, deposit and lending rates 
of banks and non-bank financial institutions will need to be adjusted 
regularly by the Central Bank. During the Plan period, bearer and ne­
gotiable certificates of deposit will be introduced so that banks can at­
tract funds for on-lending to other sectors of the economy. In addition, 
other debt instruments such as bankers’ acceptances and commercial 
paper will be introduced.

During the last few years, interest rates have been structured

4.8 MONEY AND CAPITAL MARKETS

4.26 During the Plan period, a number of measures will be taken to 
improve the structural and operational characteristics of the money and 
capital markets. These markets are inter-linked through rates of return 
on assets, their risks and liquidity and the institutional frameworks 
under which they operate. The present bias towards short-term credit
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'; will be removed by the creation of discount markets and strengthening 
the stock exchange. A particular aspect of the discount market will be 
the creation of a secondary mortgage market for housing finance. A 
Capital Markets Development Advisory Council has already been estab­
lished to work out the modalities for the creation of the Capital Markets 
Development Authority which will stimulate and oversee developments 
in this area.
4.27
will be linked with a closer monitoring of the use of liquidity and cash 
ratios in the total financial system, including non-bank financial inter­
mediaries. The capital funds of the National Social Security Fund 
(NSSF) will be treated as part of the total pool of savings open to com­
petitive financial intermediation. The implementation of these meas­
ures will ensure that money supply will be governed by an increasing 
number of market devices. Government will initiate studies on the in­
stitutional and legislative instruments governing investment with a view 
to strengthening the role of money and capital markets in the economy.

in
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The creation of discounting facilities for Government paperI
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4.28 One aspect of the capital markets that will require careful exami­
nation is the use of new stock issues as a way of indigenising the 
economy. Some development corporations will divest themselves of 
their present portfolios in the course of this Plan period and revert to 
their original roles as providers of venture capital. The private sector 
will be expected to play an active role in the development and function­
ing of money and capital markets under the overall guidance of the 
Government. The strengthening and diversification of financial facili­
ties will encourage a variety of capital suppliers to modify the maturity 
profiles of their portfolios thus reducing the costs to buyers of long­
term paper. Private sector institutions will also be encouraged to in­
crease their level of floatation of bankers acceptances and certificates 
of deposits in bearer form under appropriate legislation. The local 
authorities will be reviewed to establish the possibilities of their rais­
ing loans on their own account domestically. To this end, the Local 
Government Loans Authority will be examined as a potential base for 
a Municipal Development Bank

f l
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4.9 PUBLIC DEBT

4.29 Public debt arises from borrowing to finance the budget and 
balance of payments deficits. The external public debt in Kenya 
prises outstanding borrowing by the Central Government, the Central 
Bank of Kenya and the parastatals, both guaranteed and

;
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guaranteed, while domestic public debt consists of Central Govern 

ment borrowing only.

The external public debt outstanding has grown from K£ 0. / to • 
billion between 1980 and 1987, representing a rise from 32 to bl per 
cent of GDP at factor cost. The domestic public debt has grownTrom
19.8 to 39.4 per cent of GDP over the same period. The external debt 
service ratio (calculated as the ratio of principal and interest payments 
on external debt to the country’s foreign exchange earnings from exports 
of merchandise and non-factor services) has risen from 11.8 to 34 per 
cent over the period. Central Government external debt service pay­
ments as a percentage of the total annual budget have risen from 6.4 to 
12.5 per cent between 1980/81 and 1986/87 as compared to growth from
4.8 to 9.3 per cent for internal debt.

During the Plan period, it is expected that the budget and cur­
rent account deficits will decline as a proportion of GDP. Correspond­
ingly, a decline in public debt and debt servicing ratios is envisaged. The 
target of Government policy is to bring down the debt service ratio to 
around 25 per cent of GDP by the end of the Plan period.

4.31

The objectives of debt management policy are first, to main-4.32
tain a comprehensive inventory of all public sector external loans and 
Central Government domestic borrowing. Second, to forecast debt 
service payments including the identification of loans in which debt 
service is in arrears. Third, to review the overall loan portfolio with re­
gard to its currency composition, interest rate structure and other 
charges, repayment and pre-payment terms and default conditions. 
Fourth, to determine future borrowing policy, as well as the need and 
scope for arranging debt restructuring. Fifth, and most important, to 
evaluate the implications of different volumes of existing and new bor­
rowings based on a critical assessment of the impact of such debt on the 
economy. These activities will be vigorously carried out under the aus­
pices of the External Debt Management Committee.
4.33 The strategy adopted in the short-run is to improve the 
agement of existing stock of debt with a view to reducing the debt bur- 
en by way of minimising its maintenance costs. With innovations in 
e money and capital markets such as currency, interest rate, debt and 

tif„ ‘£9ulfy swaps and the discounting of debt in the secondary market, 
C0St of existin8 debt will be lowered. These conversion 

rtiirn rfr enco*jraSe foreign investment, provide a channel for the
light capital and reduce the foreign exchange needs of exter-

man-
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nal debt servicing. For domestic debt, such schemes will be designed 
largely to lengthen the repayment period.

i
!

4.10 MANAGEMENT OF EXTERNAL RESOURCES
4.34 Government will encourage the flow of external resources into 
the economy and direct these into the most productive sectors. These 
resources will finance approximately 18 per cent of total Government 
expenditure. External resources in the form of grants and loans will only 
be received where the anticipated local cost component is not very high 
and conditionalities are not too stringent. The grant element of such 
assistance will be expected to be at least 25 per cent. Government will 
establish priority areas and determine where specific donor funds and 
activities will be channelled. Donor flexibility will be required in re­
scheduling undisbursed funds and in taking on programme as opposed 
to project funding. Donors will also be expected to allow for competi­
tive bidding, without insisting that goods and services must come from 
their own country.
4.35 Utilisation of donor assistance will be improved by strengthen­
ing administrative procedures for greater efficiency and enhancing the 
absorptive capacity within specific ministries. Improvements in plan­
ning, budgeting, implementation, monitoring and evaluation processes 
will mitigate some of the absorption problems. The system for obtain­
ing appropriate decisions and taking necessary action will be improved 
to reduce delays in aid disbursement, including those currently ex­
perienced in obtaining Government approvals and authorisations, legal 
opinions, tax exemptions, sessional papers, counterpart funds, person­
nel and technical clearance. Further action will be taken to speed up 
project preparation and implementation, most important of which will 
be the intensification of staff training and proper manpower deploy­
ment. Government will also expect donors to reduce the number of un­
necessary technical assistance personnel and will avoid the continued 
deployment of the poorly qualified among them.

During the Plan period, the Ministry of Planning and National 
Development will design systems for the sourcing, assessing, analysing, 
application, monitoring and evaluation of financial and technical as­
sistance resources in order to ensure optimal acquisition, management 
and use of these resources.

4.36
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CHAPTER 5

SPATIAL DIMENSIONS OF DEVELOPMENT

5.0 INTRODUCTION
The spatial dimensions of development relate to the pattern of 

human settlements in the country as influenced by national resource 
endowments, trends in social and economic activities and the environ­
ment. They also relate to the country’s external linkages through which 
social and economic interactions with other nations and agencies are 
facilitated. Spatial development activities during the Plan period will, 
however, focus on the provision of positive externalities that lower the 
cost of investment and improve on the utilisation of human capital.

The provision of physical infrastructure and services will go 
hand in hand with a convenient and accessible financial infrastructure. 
This is of critical importance if investments from the private sector are 
to be channelled to the rural areas to promote development activities 
that justify public expenditures on such infrastructures and facilities. 
During the Plan period, Government will encourage banking and non­
banking financial institutions to extend their branch offices to the rural 
areas. This will in particular serve to facilitate the promotion of small- 
scale enterprises.

This Chapter focuses on the various activities that induce posi­
tive externalities for enhanced and balanced economic development 
between and among the rural and urban areas. A series of Rural Trade 
and Production Centres (RTPCs) which will be established during the 
Plan period will become important nuclei of economic activity, provid­
ing the market and outlets for farm produce and serving as centres for 
the purchase of farm inputs and other goods and services. The entire 
development of both the rural and urban centres is predicated on 
developments in major infrastructures covered in this Chapter includ­
ing transport, communications and information systems, water supply, 
energy systems and meteorological and remote sensing data systems, 
among others. The Chapter also surveys the country’s international 
linkages through the communication systems, data analysis facilities 
and information flow channels.

5.2

5.3
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5.1 SPATIAL DIMENSIONS AND HUMAN SETTLEMENTS
The growth of urban centres in the country has increased 

rapidly over the last twenty-five years. During the 1948 population cen­
sus, there were only 17 towns with populations between 5,000 and 9,999 
and having an aggregate population of 276,000 people. The growth of 
towns both in number and population increased very rapidly after In­
dependence when Africans had the opportunity to migrate to urban 
areas without restriction. Thus by the 1969 population census, the num­
ber had increased to 48 towns with a total population of 1.08 million 
people representing an average growth rate of 7.1 per cent per annum. 
Between the 1969 and 1979 population censuses, the number had 
further increased to 67 towns with a total population of over 2.3 mil­
lion. Currently, the pattern of human settlements reflects an increas­
ingly heavy concentration of population in the three major urban 
centres, namely: Nairobi, Mombasa and Kisumu.

In 1988, out of the country’s estimated population of 22.7 mil­
lion, 18.7 million (82.4 per cent) lived in the rural areas and 4.0 million 
(17.6 per cent) in the 172 existing urban centres. As indicated in Table 
5.1, if this trend was to continue, the total urban population will have 
reached 5.6 million by 1993 compared to the projected rural popula­
tion of 21.6 million people. The proportion of urban population to total 
population will have grown from 17.6 per cent in 1988 to 20.6 per cent 
by the year 1993. This is still a fairly low level of urbanisation.

5.4
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Table 5.1: Projected Urban and Rural Population, 1988-93

(Million)

Year 1988 1989 1990 1991 1992 1993

Urban 
Rural 
TOTAL 
Urban as % 

of Total

4.0 43 4.6 4.9 5.2 5.6
18.7 19.2 19.8 20.4 21.0 21.6
22.7 233 24.4 25.3 26.2 27.2

— 17.6 183 18.9 19.4 19.8 20.6
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The continued flow of people from rural to urban areas poses 
a very high demand on the provision of various types of infrastructures 
and services, in excess of the local authorities’ ability to provide them. 
This in itself does not imply that increasing urbanisation is undes, r^lc* 
A major cause for concern is that the continued rapid growth of the 
major centres may lead to an increased concentration of economic 
growth benefits, thereby preventing a better spatial distribution of in­
comes between them and smaller urban centres and rural areas at large. 
The strategy for human settlements in Kenya will, therefore, have the 
twin aim of increasing the rate of urbanisation generally, while ensur­
ing that such increases occur in the smaller urban centres rather than 
in the bigger ones. In this regard, the population growth rates for these 
centres which are at present above 6.5 per cent per annum will be mod­
erated, while the growth of smaller towns within the population range 
of 2,000 to 20,000 will be stimulated to grow faster at an annual rate of 
over 7.5 per cent as indicated in Table 5.2. Appropriate incentives to 
achieve this objective are expounded in the other sections of this Chap­
ter dealing with the development of Rural Trade and Production 
Centres and in sections of other chapters discussing rural-urban 
balance.

5.6

The main objective of the spatial dimensions policy is to 
achieve rural-urban balance by dispersing development activities to as 
many parts of the country as possible. Currently, there are 172 urban 
centres with a total population of about 4.0 million and which are esti­
mated to increase to 240 urban centres by 1993 with their population 
rising to 5.6 million. It is anticipated that the smaller towns will grow 
faster while the percentage of the total urban population in towns with 
more than 100,000 people will decline as indicated in Table 5.2. In order 
to effectively cope with this trend, relatively more of the available re­
sources will be channelled to smaller urban centres in the rural areas 
which have great potential for economic development. Through pro­
motion of rigorous growth of small towns and urban settlements, it is 
expected that migration from rural areas to principal urban centres will

5.7

5.8

mties and especially the small-scale enterprises. Availability of the
S&ir6 3nd “s in these centres will further ex- 
hTodu XLlSereS av,ailabfle t0 ^l communities, especially 

same fhnfSn 6 VC markets for ^cultural products while at the 

ers seeds farm ^ access to agricultural inputs such as fertiliz- 
* mp ements and machinery, with the necessary repair
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Table 5.2: Urban Centres + and Their Population Distribution

1993 Forecast1988 Estimate1979 Census*

Size class
%of% of No. of Pop■ % of No. of Pop 

(’000) Urban Ctrs.+ (’000) Urban Ctrs.+ (’000) Urban
No. of Pop 
Ctrs.+

:

1 1,697.9 30.4
5 1,253.1 22.5

Nairobi 1 852.0 39.9 1 1,356.1 34.3
100.000 1 353.5 16.6 3 815.3 20.6
20.000 to
99.999 12 490.8 23.0 21 874.9 22.1 31 1,318.4 23.6
10.000 to
19.999 11 137.8
5.000 to

6.5 24 349.9 8.8 33 465.6 8.3

7.9 44 ' 311.8 7.9 60 467.7 8.49,999 23 168.7
2,000 to

6.2 79 250.6 6.3 110 375.2 ' 6.7
TOTAL 91 2,135.2 100.0 172 3,958.5 100.0 240 5,578.0 100.0
4,999 43 131.9

Corrected for Under-enumeration and Boundary Changes.

and storage facilities. In the implementation of this strategy, Govern­
ment’s efforts will be channelled through local institutions such as the 
Local Authorities and the District Development Committees (DDCs) 
in furtherance of the District Focus for Rural Development Strategy. 
The participation of the local community and Non-Governmental Or­
ganisations (NGOs) will be enlisted as appropriate.

To enable them to play their role more effectively, Local 
Authorities will need restructuring and strengthening, particularly with 
respect to general management and financial control. This will require 
a cadre of trained professional staff to provide the necessary leader­
ship. In streamlining the financial system for the Local Authorities, 
Government will adopt measures to restructure the existing Local 
Government Loans Authority with the aim of converting it to a Munic­
ipal Development Bank through which both public and private sector

5.9
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resources can be effectively mobilised, in addition to expanding the re­
venue base of the authorities through fees and user-charges.
5.10 In pursuance of the goal of rural-urban balance, Government 
will promote the development of a dynamic set of smaller towns and 
other urban settlements designated as RTPCs. Government is fully 
aware that due to serious budgetary constraints, it will be difficult to es­
tablish more such facilities from public resources. Nevertheless, in its 
serious commitment to this programme, Government has set up a Dis­
trict Development Fund (DDF) within the Ministry of Planning and 
National Development to act as a catalyst for attracting both local and 
foreign financial resources for establishing the necessary infrastruc­
tures, particularly in the RTPCs. These resources will be supplemented 
by funds from the existing Rural Development Fund (RDF) adminis­
tered by the Ministry.
5.11 tlie RTPC programme is expected to expand from the already 
selected 8 centres during the 1988/89 financial year, to 12, 16, 16 and 
18 in subsequent years, adding up to the targeted figure of 70 by the 
year 1992/93. The estimated cost of this programme will be K£ 48.0 mil­
lion, implying a minimum allocation of K£ 800,000 per centre. These 
funds will, however, be used in carefully selected packages that will ef­
fectively stimulate development of the immediate hinterland and as­
sociated facilities including link roads, water and sewerage, market 
space, telephone, postal, electricity and storage facilities and services.
5.12 Project identification, design and preparation will as far as 
possible be undertaken at the local levels with the Divisional Develop­
ment Committees (DvDCs) as focal points. Draft project proposals will 
then be submitted to the District Development Committees (DDCs) for 
scrutiny and approval. This will include programmes and projects as­
sociated with NGOs, those initiated through local community action 
and through Harambee efforts. The Ministry of Planning and National 
Development will provide the necessary back-up in project identifica­
tion, design, implementation, monitoring and evaluation to ensure the 
success of this strategy.
5.13 With the rapidly increasing population in Arid and Semi-Arid 
Lands (ASALs), demand for infrastructure and services will rise corre­
spondingly. Since available labour in ASAL towns and villages is also 
increasing, it is important that a good proportion of new entrants to the 
labour force in these areas are kept away from the more fragile land 
and that they do not migrate ta swell the urban unemployed popula­
tion. Hence, the promotion of labour absorbing enterprises and public 
sector construction works in each district will be given high priority. A
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variety of employment generating possibilities will arise as a con­
sequence of the development of RTPCs in such areas as product pro­
cessing, service industries, livestock marketing infrastructure, seasonal 
food-for- work programmes, public works, mining and tourism. Fund­
ing for these activities will be channelled through the ASALII Sector 
Programme Fund which will be established especially to take care of 
the infrastructural and other needs of these areas. Consideration will 
also be given to the promotion of inter-regional complementary pro­
grammes between the high potential regions and the AS ALs. This will 
be in addition to other programmes that will fuel the growth of ASALs 
as economic regions with their own potential.

:
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52 THE TRANSPORTATION SYSTEM
An efficient and well distributed transportation system is criti­

cal to the achievement of targets set out in Chapter 3. Without such a 
system, development of markets for goods and services will not be fully 
realised and national social and economic integration will be seriously 
hampered. Since the attainment of Independence, Government has 
given considerable attention to the development of road, rail and air 
transport facilities and expansion and modernisation of port facilities 
at Mombasa to ensure efficient handling of our exports and imports, in 
addition to those of our landlocked and other neighbours. Further 
development of these facilities will be largely dependent on the tempo 
of domestic economic growth alongside that of the neighbouring coun­
tries. Priority will be accorded, however, to the achievement of more 
cost-effective use of existing facilities since, besides funds not being 
readily available to carry out major expansion of transportation facili­
ties in magnitudes achieved during the last twenty-five years, most of 
the needed infrastructure is already in place. Government will, there­
fore, allocate the necessary funds in the public budget for the main­
tenance, improvement and rehabilitation of existing facilities. At the 
same time, more toll stations will be introduced to raise collections 
from user-charges that will complement budgetary allocations for this 
purpose. Further expansion of the transportation network and facilities 
will only be undertaken in areas where the lack of such infrastructure 
is a bottleneck to development or to the meeting of other strategic 
needs.

1!
5.14
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a) Road Transport

5.15 Remarkable achievements have been recorded in the develop­
ment of the road network in the country since Independence. While
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the total road network amounted to only 41,941 km in 1963, the country 
is currently traversed by some 150,600 km of various categories of 
roads. During the Plan period, this network will be upgraded, 
strengthened and rehabilitated with a view to improving communica­
tion and transportation in all corners of the country especially in the 
rural areas. Priority will be given to further enhancement of the Rural 
Access Roads and the Minor Roads Programmes. Table 5.3 sets out the 
targets for the road system development by surface type.

Table S3: Road System Target by Surface Type
(Kilometres)

Surface
89/90 90/91 91/9288/89 92/9387/88Type

6,800 7,000 7,200
26,400 28,900 31,400

117,400 114,700 112,000
150,600 150,600

7,400 7,600 7,800
33,900 36,400 38,900

109,300 106,600 103,900
150,600 150,600 150,600

Bitumen 
Gravel 
Earth 
TOTAL* 150,600

Any earth roads intended for opening are already included in the 150,600 
kilometres. It is also Government policy to gravel all roads that are 
opened up. In this regard, the RARP will open up the 400 kilometres 
which will also be graveled. There will therefore be no increase in earth 
roads except where their absence is a bottle-neck to development.

5.16 Overall, the development of the road transport network will 
encompass the promotion of labour-intensive technologies in road con­
struction and maintenance among other factors that would lead to em­
ployment creation and foreign exchange conservation. Greater stress 
will be laid on road maintenance and upgrading, although rural access 
roads will continue to be expanded where necessary. The enhancement 
and application of building standards will also ensure lower main­
tenance costs.
5.17 The road transport system particularly in the major urban areas 
is characterised by heavy congestion during peak hours, over-loaded 
public transport vehicles, over-speeding and reckless driving. Studies
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conducted in the past on urban transport problems have recommended 
intensive road improvement in the case of Nairobi, Mombasa and 
Kisumu. Most of the urban roads are not only single carriage ways but 
are also relatively narrow. Government, therefore, will concentrate ef­
forts on both dualling and widening the network in addition to provid­
ing for fly-overs, tunnels, grids and by-passes, particularly in the three 
main towns. In addition, there is the all pervading problem of inade­
quate parking space, especially as most of the large towns tend to con­
centrate economic activity in the central business district. This trend of 
growth if assumed by the up-and-coming towns would lead to similar 
congestion. It is the Government’s intention, therefore, to direct re­
sources toward the improvement of the urban road network. In the 
meantime, measures will be taken to restrict inflows of traffic into town 
centres allowing access only to designated and essential services ve­
hicles. Consideration will also be given to effecting further decentral­
isation of essential facilities and services such as banking, postage, 
office accommodation, etc., away from the central city and closer to res­
idential and industrial areas. The possibility of staggering working 
hours in order to redistribute peak period traffic will also be explored.

is
i
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b) Railway Transport ■

5.18 The railway network is run under the Kenya Railways Corpora­
tion Act of 1978 which requires the Kenya Railways Corporation to 
operate on commercial principles so as to earn a reasonable return on 
capital invested. However, the Corporation is required, as a matter of 
policy, to assist in the haulage of strategic commodities such as imports 
of food and agricultural inputs. This, coupled with tight control on rail­
way tariffs has contributed to the Corporation being unable to break 
even and from time to time to require heavy Government subsidies and 
guarantees for loans, especially for capital development. Over and 
above these problems, the railway system has faced stiff competition 
from road haulage and passenger transport and the Mombasa/Nairobi 
on pipeline. To enable the Railways to run economically, Government 
will remove the subsidies and allow the Railways to apply 
charges and fares.
5.19
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. As a result of the heavy capital outlays required to provide 
sufficient rolling stock and motive power, the Corporation has until 
now been mainly concerned with consolidation rather than expansion 
of the rail service. During the Plan period, however, railway links will 
be developed in the emerging Export Processing Zones to facilitate the 
transportation of export commodities produced in these Zones.
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In order to ease pressure on road passenger transport, con-5.20
sideration will be given to enhancing the contribution of the rail system 
to passenger transportation along the Mombasa-Nairobi-Nakuru- 
Kisumu-Butere line, the Nakuru-Malaba line and the Nairobi-Thika- 
Nanyuki line. The Corporation, however, will be expected to charge 
fares that are economical to its operations. The projected railway traf­
fic for the Plan period is shown in Table 5.4.

Table 5.4: Projected Railways Traffic

1985 1987 1991 1993

Passenger Traffic 
Passengers Carried

1,920 2,285 2,720(’000) 3,050
Passenger Receipts 

(K£ ’000) 
Passenger Km 

(’000 Km)
Goods Traffic

5,3004,457 6,310 7,070

5,868 6,980 8,310 9,310

(’000 Tonnes)
Public

Railways
TOTAL
Traffic/Tonne/Km (Mn) 
Revenue (K£ ’000) 
Other Traffic Revenue 

Livestock (K£ ’000) 
Parcels, Luggage, etc.

(KX’000)
TOTAL (K£ ’000)

3,239 3,640 4,100 4,430

85 90 95 99
3,324
2,007
6,154

3,730 4,195
2,660
7,110

4,530
2,260 2,870
6,645 7,680

1,006 1,050 1,130 1,175

658 684 740 770
1,664 1,734 1,870 1,945

5.21 In addition, the Corporation will study, in conjunction with 
major municipal authorities, ways and means through which the rail 
transit system can assist in improving the urban transit system in 
Nairobi and Mombasa. This would involve introducing commuter train
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services connecting town centres to residential and peri-urban areas and 
satellite towns. Consideration will also be given to the introduction of 
a light rail transport system initially in Nairobi and eventually to other 
major towns.

c) Marine Transport
5.22 Kenya is favoured with a seaboard on the Indian Ocean and a 
lake shore on her western border offering good natural harbours. Mom­
basa port is Kenya’s only ocean terminus for the entire transport sys­
tem providing important links with other parts of the world. The port 
is dominant in the East African region in that it handles the largest pro­
portion of import and export trade, meeting our domestic needs and 
those of some of our neighbours, namely:- Uganda, Rwanda, Burundi, 
Sudan, Zaire and Zambia most of who are landlocked.
5.23 The importance of marine transport as a cheap mode of bulk 
haulage is underscored by the increasing amount of traffic handled by 
the Kenya Ports Authority (KPA) through the port of Mombasa. In re­
cent years, the port’s cargo handling capacity has been greatly expanded 
through the fast growing container facilities. Over time, however, the 
proportion of traffic handled by the port has shifted towards oils and 
bulk liquids emphasising the importance of these commodities to the 
economies of the region. As shown in Table 5.5, out of a total of 6.93 
million tonnes of traffic handled by the port in 1986, dry cargo ac­
counted for 3.67 million tonnes (52.9 per cent of the total), while oil 
and bulk liquids accounted for 3.26 million tonnes (47.1 per cent of the 
total). Passenger traffic particularly for tourists, although growing 
steadily, has remained below 6,000 up to 1986 whereas growth in con­
tainer traffic has almost trebled between 1981 and 1986 rising from 
44,083 Twenty-Foot Equivalent Units (TEUs) handled in 1981 to 
119,855 TEUs in 1986.

The performance of the Kenya Ports Authority in handling im­
port and export traffic has been commendable. The KPA is one among 
the few parastatals that have generated considerable financial surpluses 
from operations. Development of port facilities will remain modest in 
line with projected traffic volumes indicated in Table 5.5. Commensu­
rate with the Budget Rationalisation Programme, emphasis will be laid 
on the completion of already on-going projects from among those in 
the pipeline with only high priority new projects being selected for im­
plementation. The possibility of allocating a certain amount of foreign 
exchange resources equivalent to an agreed portion of the KPA’s ship­
ping and stevedoring earnings will be explored as a possible source of

:«
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Port Traffic Composition, 1986-93Table 5.5:
(Million Tonnes)

Oil & Bulk LiquidsDry Cargo
Exports Transship- . Tot- 

ment
ImportsExportsImportsYear: al

6.930.030.392.841.602.071986
7.230.040.402.971.662.161987
7.910.410.413.111988 2.26 1.72
8.250.420.423.261.792.361989
8.650.490.433.411.862.461990
9.080.570.443.571.932.571991
9.620.590.453.712.082.791992

0.62 10.200.463.852.243.031993

funding for development activities. During the Plan period, the KPA 
which has ample land available will be encouraged to set up Export Pro­
cessing Zones.
5.25 A suitable site for the construction of the Mombasa Container 
Freight Station will be identified with a view to improving trans-ship­
ment operations. Current arrangements for trans-shipment where 
cargo is subjected to customs bond arrangements requiring cash 
deposits will also be examined for possible restructuring. TTie KPA will 
be required to take further measures to improve its operational effi­
ciency through manpower training, better maintenance of plant and 
equipment and speedier documentation. Appropriate penalties will be 
instituted against persons and institutions who take unduly long to clear 
their containers from open storage areas.

d) Air Transport
5.26 Air transport is becoming increasingly vital to Kenya’s pro­
gress. As we develop an export-oriented economy especially in the field 
of horticultural crops and other high-value agricultural products, air 
transport will become even more important. Additionally, Nairobi has

';
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become the hub of air traffic connections for a large part of the Afri­
can continent and Western Europe. Government intends to capture 
these opportunities to strengthen the country’s development.
5.27^'^fhree functions fundamental to the evolution of an efficient 
air transport industry are the aerodrome service, the civil aviation in­
formation system and the meteorological forecasting and information 
service. The Aerodromes Department is responsible for the develop­
ment, operation, maintenance, security and safety of all the airports. 
The Directorate of Civil Aviation provides air traffic control services 
to all major airports in the country and beyond, while the meteorologi­
cal and weather forecasting systems are responsible for providing me­
teorological and climatological services to civil aviation and shipping 
in the region.
5.28 During the Plan period, these facilities will be improved to pro­
vide efficient services to the air transport industry and to support inter­
national air traffic flows. In particular, the Aerodromes Department 
will be transformed into a Kenya Airports Authority in view of the im­
portant role it will be expected to play, not only in the development and 
management of the airports but also as an important generator of re­
venue.
5.29 The national carrier, Kenya Airways, was established in 1977 
to achieve the following objectives:

• to run a safe, profitable and reliable airline;

• to provide local and international air services;

• to provide airline related services including cargo handling and 
engineering services;

• to play a significant role in the promotion of related industries 
of tourism, trade and commerce that are of benefit to Kenya;

.

and

• to develop skills in the local people with the aim of Kenyanising 
the running of the air transport industry.

5.30 Air transport is an extremely competitive industry. Since its in­
ception, Kenya Airways has faced numerous operational difficulties in­
cluding high insurance premiums and interest rates,, increasing 
competition from charter operators and continued accumulation of
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blocked funds outside the country. In the past, the airline also faced a 
shortage of skilled manpower in managerial and technical fields making 
it very difficult to compete effectively. Government has taken steps to 
strengthen the management of the airline and enabled it to acquire two 
Airbuses and two Fokker 50 Friendship aircraft. This will make it 
possible for the airline to extend its services to further destinations.
5.31
other processed agricultural products will become increasingly impor­
tant, calling for increased use of wide-bodied aircraft. In addition to 
providing adequate space for these export goods, Kenya Airways will 
be utilised as far as possible in the freight of Government imports. The 
carrier will also be expected to improve its domestic, regional and in­
ternational flight performance with respect to bookings, flight sched­
uling and technical services to enable it to compete with other 
international airlines more effectively, especially in the tourist industry 
which is one of Kenya’s main foreign exchange earners.
5.32
tion of flight schedules among PTA airlines, thereby generating a 
greater volume of both air cargo and passenger traffic. Nairobi has been 
designated a PTA collaborative centre for aircraft repair and main­
tenance. The national carrier will, therefore, be required to improve its 
technical handling capacity and enhance its competence in these areas.

As already mentioned, the export of horticultural crops and

Kenya Airways will also take full advantage of the harmonisa-

53 COMMUNICATIONS SYSTEM 

a) Postal Services

5.33 The provision of posts and telecommunications services and 
the control of radio communications operated from or received in 
Kenya rest with the Kenya Posts and Telecommunications Corporation 
(KP&TC). Over the last few years, the Corporation has expanded post­
al facilities considerably to cater for the needs of Kenyans throughout 
the country. Between 1982 and 1986, the total number of post offices 
increased by 16.6 per cent, rising from 731 in 1982 to 852 in 1986. De­
partmental offices increased by 27.4 per cent, while sub-post offices in­
creased by 21.1 per cent over the same period. During the Plan period, 
the number of post offices is expected to grow from 954 in 1988 to 1,276 
by 1993. Additionally, complementary services such as the Speed Post 
courier service, postal and money order handling facilities and the Post 
Office Savings Bank operations will be extended to cover an increasing 
number of postal outlets.

i
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b) Telecommunications Services
5.34 Further to the expansion of postal infrastructure 
above, the KP&TC has given considerable attention to the develop­
ment of telephone exchange services. Over the ten years ending in 1987, 
the Corporation has spent over K£ 180 million in the expansion and 
modernisation of the telephone exchange capacity. The public phone- 
booth system has grown phenomenally over the last five years and has 
greatly improved public access to telephone facilities. The expected ex­
pansion of telephone facilities during the Plan period is given in Table

indicated
,

5.6.
:

Table 5.6: Growth in Telephone Facilities

%1993%19861982Year
GrowthGrowth

Automatic Exchange 
(’000 Units)

Manual (’000 Units)
Direct Line

Connections (’000 Units) 
Automatic 
Manual
TOTAL (Direct)
Public Call Offices

449.4 14.9
34.4 3.0

11.9108.4 169.8
3.524.4 28.0

280.6 13.576.6 115.7 10.9
1.013.4 13.7 14.70.6

9.8 295.3 12.5
7.2 15.0

90.0 129.4
0.7 2.7 40.1

1

5.35 During the same period, the telephone trunk capacity and ex­
change connections are expected to grow at 11.9 per cent per annum, 
while the manual exchange capacity is expected to grow at 3.5 per cent 
per annum. The microwave relay and overhead and ground cabling sys­
tems have been greatly expanded facilitating the introduction of Sub­
scriber Trunk Dialing (STD) services. A second Indian Ocean oriented 
satellite antenna has been installed further extending the International 
Subscriber Dialing (ISD) Service. By 1988, all provincial and district 
headquarters had STD facilities while a reasonable number of large 
towns had direct access to International Subscriber Dialing. News items 
and sporting events can now be instantaneously transmitted through

:
-4
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radio and television from a large number, of points in the country and 
from a large segment of the world through the telephone system. The 
next phase in the development of the STD System will focus on divi­
sional headquarters all of which are expected to be covered during the 
Plan period. °

The Corporation has also embarked on an ambitious project 
to manufacture telephone exchanges and receiving equipment. Pro­
duction will be geared towards satisfying the domestic market and ex­
porting the surplus initially within the PTA region. In the field of 
telecommunications manpower development, the Corporation com­
mands basic and technician level training capability. It is also billed to 
host the regional African Advanced Level Telecommunications Institute 
(AFRALTI). These facilities will serve to ensure growth in capacity for 
self-sufficiency at all levels of technical and operational competence in 
this field.

5.36

!

5.4 WATER

Water is one of the most important basic needs in people’s5.37
lives. As such, Kenya’s spatial distribution of population is highly in­
fluenced by water availability. Water is used for home consumption, 
agriculture and livestock development, construction works and in in­
dustrial production. Water thus plays a key role in opening up other­
wise remote regions to industrial and agricultural activity. In areas 
which are either arid or semi-arid, water for irrigation is necessary if 
new crops are to be introduced. In line with its efforts to bring about 
rural-urban balance and to open up the arid and semi-arid lands for in­
creased economic activity, Government with the support of Wananchi 
will ensure that adequate water is available for these purposes.

Water needs for different rural and urban areas are different5.38
and hence its provision is being handled through water programmes 
specific to each category of needs. It is estimated that Kenya’s rural 
population will increase from 18.7 million in 1988 to 21.6 million in 
1993, an increase of 2.9 million. The urban population will increase by 
1.6 million people over the same period. To date, only 75 per cent of 
the present urban population of 4.0 million has access to reliable clean 
water supplies while only 26 per cent of the rural population enjoys sim­
ilar facilities. Overall, only 35 per cent of the present population of 
about 23 million is assured of clean water supplies and at reasonable 
distances as indicated in Table 5.7.
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Table 5.7: Population Targets to be Served by Organised Water System Points, 
1988-93

(Million)

1993199219911990Year 19891988
i

Urban 
Population 

Rural 
Population 

Total 
% of Total 

Population

5.424.824.353.903.503.08

11.109.688.327.075.854.91
16.5214.5012.67935 10.977.99

60.7455.350.1039.80 45.0035.20

5.39 To reach the targets shown in the table, Government will ex­
pand existing water programmes and also start new ones during this 
Plan period. For the rural population, Government will increase the 
proportion of people served by organised water points from the pre­
sent 26 per cent (4.91 million) to 50 per cent (11.10 million) by 1993. 
In urban areas, the proportion to be covered will increase from the pre­
sent 75 per cent (3.08 million) to 95 per cent (5.42 million) by the end 
of the Plan period.
5.40 Government will encourage the private sector to upgrade its 
role in water conservancy such that each industrial set-up has water con­
servancy devices installed. Harambee fund-raising to supplement 
Government allocations for future water projects will continue to be 
encouraged so that consumers meet a reasonable portion of expenses 
covering both capital development and maintenance costs. To this end, 
measures will be taken to ensure that individual metre connections are 
fixed in all properties so that water rates reflect actual consumption.

i

5.5 ENERGY
Energy is one of the most essential inputs in sustaining the 

tempo of economic activity. The country’s energy demand is expected 
to grow at the rate of 4.4 per cent per annum during the Plan period as 
indicated in Table 5.8. Currently, Kenya is dependent on three major

5.41
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Table 5.8: Projected Energy Demand by Fuel Type

:
(Million TOE*)

1990 19931988Energy Source

30.30 35.3027.80Woodfuel 
Petroleum Fuels 
Electricity 
Coal 
TOTAL

1.81 1.901.70
0.23 0.280.20
0.09 0.100.08

32.43 37.5829.78

Tonnes of oil equivalent#

sources of energy, namely; woodfuel, petroleum fuels and hydro-elec­
tricity. The long-term aim of energy development is to achieve greater 
self-reliance and intensive energy generation where appropriate. The 
overall energy policy objectives will include:

• ensuring that adequate supplies of energy are made efficiently 
available in line with national development needs and at rea­
sonable costs;

• promotion of conservation of all forms of energy;

• intensification of exploration for indigenous fossil fuels, partic­
ularly oil;

• continuation of rapid development of domestic hydro and geo­
thermal electricity generation;

• increase in wood production under both on-farm and plantation 
systems and efficiency in woodfuel utilisation;

• encouraging domestic fuel substitution where possible; and

• introduction of alternative energy sources to broaden the 
national energy mix and lessen reliance on imported energy.

!
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a) Woodfuel
5.42 Woodfuel will remain the main source of energy for domestic 
use during this Plan period. Demand is expected to increase from 27.8 
million Tonnes of Oil Equivalent (TOE) in 1988 to 30.3 million TOE 
in 1990 and to 35.3 million TOE in 1993. The overall objective for wood 
energy is to ensure adequate supplies through sustained yields while at 
the same time protecting the environment. To achieve this objective, 
Government will promote the widespread use of fuel efficient jikos and 
cookstoves by providing information and advice through extension 
services and demonstrations to appropriate target groups.

b) Petroleum Sources of Energy

Petroleum fuels are the main sources of energy for the in­
dustrial, agricultural and transport sectors of the economy. With the ex­
pected increase in population and growth of the industrial sector, the 
demand for petroleum products will rise at 3 per cent per annum during 
the Plan period as projected in Table 5.9.

J

5.43

Table 5.9: Projected Demand for Petroleum Products

(Thousand Tonnes)

I Product 1987* 1988 19931990

Light Petroleum Gas
Gasoline 
Kerosene 
Jet Kerosene 
Gas Oil
Industrial/Marine 

Diesel 
Fuel Oil 
Bitumen 
TOTAL

24 25 2927
274 277 290283

99 99 105 114
266 269 274 298
458 464 521478

27 28 31 34
391 399 415 452
28 29 30 333

1,564 1,591 1,643 1,790

* Provisional
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Although demand does not show rapid growth rates, imports5.44
of petroleum will nevertheless continue to claim a substantial part of 
scarce foreign exchange. Government will, however, adopt measures 
to ensure that foreign exchange resources are made available at levels 
that will sustain established national development goals. Direct impor­
tation of crude by the Kenya National Oil Corporation (KNOC) is ex­
pected to regulate this sub-sector while the Kenya Oil Refineries’ 
processing capacity will be enhanced to facilitate the “cracking” of oil 
residues with resultant production of a wider range of petroleum pro­
ducts.

c) Oil Pipeline
5.45 The projected quantities of petroleum products to be trans­
ported during the Plan period are indicated in Table 5.10. These pro­
ducts are transported through the Mombasa-Nairobi Oil pipeline

Table 5.10: Petroleum Product Quantities to Transport

(Thousand Cubic Metres)

Year 1988 1989 1990 1991 1992 1993
Product* 
MSP 
MSR 
KERO 
JET (Emba-

316.0
275.4

316.0 318.5 337.1 348.9 360.4
316.4 319.4
202.7 211.9

282.9 290.6 293.6
172.9 172.9 184.6 190.8

kasi) 265.9 290.9 284.4 291.9 301.3 310.5
698.6 702.3AGO 

JET (Nai­
robi)

667.2 667.2 684.5 694.3

67.7 67.7 73.1 76.4 81.0 86.2
PAL 13.8 13.8 14.4 15.0 15.4 15.7
TOTAL 1,778.8 1,210.8 1,850.1 1,899.0 1,964.3 2,006.6

* Product

MSP - Motor Spirit Premium
- Motor Spirit Regular
- Aircraft Fuel
- Automobile Gas Oil
- Illuminating Kerosene
- Power Alcohol

MSR
JET
AGO
KERO
PAL
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which was constructed in the early 1970s when economic indicators in 
Kenya reflected potential for rapid economic growth with increasing 
demand for petroleum products at such volumes that both the railways 
and the road transport system could not cope adequately. Thus in 1978, 
the Government established the Kenya Pipeline Company (KPC) 
whose function is to provide an efficient and reliable means of trans­
porting petroleum products between these two towns.
5.46 As of 1987, the Pipeline’s operations were backed by several 
pumping stations. Since its inception, the pipeline has proved success­
ful beyond original expectations and has carried large quantities of 
different white petroleum products. Plans for the extension of the pipe­
line to Western Kenya have been completed. Government will seek fi­
nances to implement these plans during the Plan period.
5.47 Despite huge increases in the Pipeline’s throughput, excess 
capacity is still available within the system. While the installed capac­
ity can handle up to 400 cubic metres of oil per hour, the current 
throughput is 300 cubic metres of oil per hour, representing a 75 per 
cent capacity utilisation. Further improvements in the rate of product 
delivery are still being made. Four extra pumping stations have recently 
been installed. When all planned pumping stations are completed, the 
pumping capacity will expand from the current level of 400 to 800 cubic 
metres of oil per hour.

d) Electricity

5.48 The increased and diverse utilisation of electrical energy in 
Kenya’s development is propelled by its cleanliness, ease of use and re­
liability. Since Independence, electricity consumption has grown 
steadily from 486 GWH in 1963 to 925 GWH in 1974 and to 2,330 GWH 
in 1987, representing an annual growth rate of 6.6 per cent. Demand is 
projected to grow at the rate of 6.7 per cent per annum rising to 5,394 
GWH by the year 2000. In 1987, the total electricity supply was 2,735.0 
million kwh of which 1,891 million kwh (69 per cent) was met from 
hydro generation, 359 million kwh (13 per cent) from geothermal 
generation and 485 million kwh (18 per cent) was imported from 
Uganda. The Kiambere hydro-project with an installed capacity of 144 
MW is expected to be commissioned soon while the Turkwel Gorge 
hydro project (106 MW) which is under construction is expected to be 
completed at the end of 1990. The total installed hydro-power produc­
tion capacity in the country now stands at 351.5 MW distributed among 
the stations as indicated in Table 5.11. Geothermal electricity is cur­
rently obtained from Olkaria in the Rift Valley. The main thermal

I
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1
generation plants are located at Kipevu in Mombasa with two smaller 
units in Nairobi.

While domestic supply of electrical energy falls short of 
demand, the potential for more hydro-power generation in the country 
is still enormous. It is currently estimated at 1,422 MW distributed by 
water catchments as follows: Tana 583 MW; the Lake Basin 355 MW;

5.49

Table 5.11: Installed Hydro-Power Capacity

Installed Capacity (MW)Station

145.0Gitaru
Kamburu
Kindaruma
Masinga
Tana
Wanjii
Small Units

94.2
44.0

40.0 :
14.4
7.4

6.5

351.5TOTAL

i

Rift Valley 245 MW; Ewaso Nyiro 155 MW and Athi River 84 MW. 
The construction of hydro-power stations is, however, expensive and 
hence future developments in this area will depend on the availability 
of funds and the established financial and economic viability of each 
unit. Geothermal exploration has been going on in an area covering 
48,000 sq. km. in the Rift Valley especially at Olkaria, Eburu and Lake 
Bogoria. The full potential of the Olkaria field has been estimated at 
1,200 MW, while that of the Eburu and Lake Bogoria fields is estimated 
at 1,000 MW.
5.50 Whereas in the past demand for electricity has tended to be 
concentrated in the larger urban areas, Government decided from the
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late 1970s to extend these facilities to the rural areas to enhance their 
development. Such undertakings usually require soft financing because 
of their initial low rates of return. Government intends to pursue this 
programme vigorously to ensure the rapid connection of all District and 
Divisional headquarters and other rural focal points.

5.6 INFORMATION AND BROADCASTING
With specific reference to spatial development in its broader 

perspective, the information and broadcasting system must fully re­
spond to the information needs of investors to enable them to decide 
where to locate their activities, and to the business community in 
general in helping them to understand the markets for inputs and out­
puts, what transport and communication facilities are available for easy 
access to such markets and existing cost-price relationships. The 
general public must also be assisted in identifying areas with employ­
ment and other income earning opportunities and the market condi­
tions for goods and services. To this end, the Ministry of Information 
and Broadcasting will be required to double its efforts in the gathering, 
processing and disseminating of such vital information throughout the 
country and abroad through radio and television broadcasts, films and 
other appropriate media.

5.51

5.52 In view of the growing importance of communication services, 
a study will be undertaken on the feasibility of establishing a second 
television channel and another radio channel possibly on a private en­
trepreneurial basis involving indigenous Kenyans.
5.53 To ensure wide coverage and effective reception of news and 
information throughout the country, the current decentralisation exer­
cise to 61 centres linking Nairobi by radio-telephone, telex and tele­
phone systems will be consolidated and expanded. The Ministry of 
Information and Broadcasting has established 11 booster stations in the 
country and has plans to build 5 new ones at Kitale, Maralal, Marsabit, 
Wajir and Malindi during the Plan period. Mobile cinema services will 
also cover the rural centres with increasing frequency. Programmes 
currently underway for the establishment of broadcasting transmitter 
monitoring sets will be completed as a matter of priority, with further 
expansion depending on the availability of financial resources and ex­
port potential. Besides the expansion of transmitting stations, the 
Government intends to modernise VOK production studios 
throughout the country. To man the new facilities, the Ministry will also 
embark on a vigorous recruitment and training programme for its man­
power at the Kenya Institute of Mass Communication (KIMC). The

J
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VOK will also be restructured into a parastatal, The Kenya Broadcast­
ing Corporation, to improve efficiency and to enable retention of qual­
ified and experienced staff.

5.7 INFORMATICS AND DATA COMMUNICATION SYSTEMS
5.54 The path of human development has been marked by a series 
of technological revolutions, commencing with the Agrarian, through 
the Industrial Revolution and culminating most recently with the Elec­
tronic Revolution. At the threshold of the twenty-first century, the dawn 
of the information revolution promises to carry the human race to even 
greater heights of technological achievement. The primacy of informa­
tion as a tool for development planning is increasingly becoming appre­
ciated by planners, decision-makers, investors and the public at large.
5.55 For the efficient and effective exploitation of information for 
development, a network of information technologies (informatics) and 
data communication systems must exist and be continually updated and 
adapted to the changing needs of society. Kenya is fully committed to 
exploiting existing possibilities in these fields for the advancement and 
betterment of the lives of her people. Consequently, a range of institu­
tional arrangements in the fields of statistical data bases and bureaux, 
library, documentation and archival services, telephone, telegraphic, 
telex and facsimile services, satellite communication, radio and televi­
sion broadcasting networks, mail courier services, books, newspapers 
and journals and a system of shows, exhibitions and extension services 
have been put in place to take advantage of existing technological possi­
bilities. Government will continue to provide the necessary back-up for 
the development of relevant information and data generation, colla­
tion, processing, storage, retrieval and dissemination facilities.

a) Data Handling
5.56 Despite the revolutionary role information technology is play­
ing in the rapid development of already advanced states, its use for 
development has had a slow take-off in Kenya. Information technology 
was introduced in 1953 in the form of punch card tabulators by the 
Government and the Railways administration. The first computer was 
introduced in 1961. By 1981 there were 121 mainframes in Kenya. Since 
then, growth in numbers and change in technology have progressed 
apace such that by 1985 there were 1,800 computers of various types 
and capacities.

1
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5.57 The introduction of mini-computers in the 1970s and micro­
computers in the 1980s has contributed greatly to the expansion in com­
puter installations with the micros leading the way mainly due to their 
reduced cost, increased capacity, versatility, portability and low main­
tenance requirements. It is estimated that there are over 1,000 micros 
and the number is increasing steadily. At current estimates there will 
be over 5,000 units by 1993.
5.58 With the above developments it has been realised that infor­
mation technology does not actually reduce job opportunities but 
rather generates more employment directly, and through rapid 
economic expansion engendered by faster and more accurate decision­
making with its application. Government policy will, therefore, con­
tinue to encourage the adoption of appropriate information technology 
and to facilitate its development and acquisition not only in the context 
of industrial production of hardware and software as outlined in Chap­
ter 7, but also through training and development of the necessary tech­
nical manpower.

b) Information Bureaux
5.59 As indicated elsewhere in this Plan, the Central Bureau of
Statistics, the Government Computer Services Centre, the District In­
formation and Documentation Centres and data-bases and manage­
ment information systems in various ministries and agencies already 
constitute a solid network of information infrastructure. The network 
is required for the speedy and accurate handling of information and 
baseline data for planning and decision-making in the formulation, im­
plementation, monitoring and evaluation of development programmes 
and projects. During the Plan period, a feasibility study intended to 
form the basis for the development of a broad policy frame regarding 
the co-ordination and development of the information infrastructure 
will be undertaken, eventually leading to a clearly articulated national 
information and informatics policy. '

c) Development Information Co-ordination
5.60
sources which when organised and utilised appropriately greatly en­
hance socio-economic, cultural, scientific and technological 
development. A broad inter-sectoral and inter-disciplinary co-ordina­
tion mechanism creates the necessary framework for the collection, 
processing, safe custody, timely retrieval and dissemination of informa­
tion and know-how for planning and decision-making. As Government

1
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As already indicated, information and communication are re-
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shifts critical development activities to the private sector, independent 
and autonomous development information facilities become necessary 
to create mechanisms for the collection, analysis, synthesis and dissem­
ination of development information. During the Plan period Govern­
ment will explore the possibility of promoting independent 
Development Resource Centres with readily accessible databases and 
appropriately interfaced with relevant Government Agencies, Private 
Development Agencies and private individuals and institutions to facil­
itate the making of appropriate investment decisions.

d) Libraries, Archives and National Museums 

5.61
brary Services Board Act, the Public Archives Act, the Books and News­
papers Act and the National Museums Act form the base for the 
development, management and utilisation of the infrastructural requi­
sites for the acquisition, processing, storage, retrieval and dissemina­
tion of information from books, journals, periodicals, documentation 
and artifacts. During the Plan period, further expansion and co-ordina­
tion of these services will be undertaken to make them more accessible 
to a wider public not only for utilisation in a development context but 
also for recreation and leisure.

Various Acts of Parliament including the Kenya National Li­

ft) Scientific and Technological Information Services

5.62 The role of the National Council for Science and Technology 
(NCST) as spelt out in the Science and Technology Act, is to advise on 
all scientific documentation, statistics, surveys and general information, 
with the specific objective of establishing the necessary machinery for 
the collection and dissemination of scientific and technological infor­
mation. To fulfil this objective, the NCST has established the Kenya 
National Scientific Information Documentation and Communication 
Centre (KENSIDOC) with the overall objective of developing informa­
tion services necessary for the elaboration and implementation of 
Kenya’s scientific and technological plans for socio-economic develop­
ment. The medium-term objectives of KENSIDOC are to:

• put at the disposal of planners, research workers and technolo­
gists appropriate tools for the identification of sources from 
which required information can be found (information referral 
services);
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• provide information on research institutions, on-going pro­
grammes and projects and research scientists in various discip­
lines;

• disseminate results of research undertaken in Kenya about 
Kenya by local and foreign researchers; and

• strengthen information sources in priority scientific areas iden­
tified in national development plans and strategies such as agri­
cultural, industrial, health and development planning.

Government will continue, during the Plan period, to enhance 
these activities in order to ensure that scientific and technological in­
formation generated in this country is not only retained within our 
borders but also that it is appropriately documented and disseminated 
in support of planning and management functions in the economy.

5.63

f) Meteorological Facilities
In the face of the apparent fundamental changes in climato­

logical and weather phenomena on the African continent, the lack of 
an efficient meteorological monitoring system can be a serious impedi­
ment to planning for natural resource development and especially in 
understanding weather and climatic changes as they affect food pro­
duction and security, water resources management, conservation of 
natural resources, development and utilisation of new and renewable 
sources of energy and for drought and desertification monitoring.
5.65

5.64

The Kenya Meteorological Department is the main institution 
charged with the responsibility of generating meteorological and cli­
matological information in the fields mentioned above, in addition to 
providing services to civil aviation and for shipping routes in the West­
ern Indian Ocean. Although the facilities currently available at the De­
partment have been improved considerably making it one of the 
leading institutions in Africa for this kind of work, further improve­
ments are required to make it even more effective. There is need to ex­
pand meteorological stations in the rural areas to support those already 
existing in the large urban areas. An information dissemination system 
at the district level will be required to improve information on weather 
for the farmers and extension staff. Computerised facilities that link 
our system with the regional and global networks will be designed to 
provide advance information on impending weather changes on a day 
to day basis.

:
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g) Natural Resources Assessment and Remote Sensing

Rapid natural resources assessment is now undertaken with 
wide coverage through such techniques as aerial photography and re­
mote sensing. The Department of Resource Surveys and Remote 
Sensing (RSRS), formerly known as KREMU, has provided leadership 
in this field. Established ten years ago primarily to deal with range 
monitoring for wildlife and livestock conservation activities in the dry 
areas of the country, the Department has now built up-to-date facili­
ties and manpower capabilities to gather and process a wide span of in­
formation useful in planning for agriculture, forestry and natural 
resources development in general. The facilities available include air­
craft with airborne photographic equipment and ground computerised 
facilities which have proved useful in the gathering, processing and in­
terpretation of data acquired from remote sensing satellites. During the 
Plan period, the facilities of RSRS will be improved and expanded to 
enhance the Department’s effectiveness in gathering information for 
crop forecasting, drought monitoring and reporting on the negative im­
pact of development activities on the environment. These functions will 
be revisited in Chapter 8.

5.66

5.8 INTERNATIONAL DIMENSIONS

5.67 Spatial development within Kenya has important linkages with 
development in other countries in Africa and worldwide. Planning for 
the development of infrastructure must also take into account our ob­
ligations and responsibilities as members of the United Nations system, 
the Organisation of African Unity (OAU) and the Preferential Trade 
Area (PTA) and other international arrangements. In summary, there­
fore, the following international programmes will continue to receive 
support.

a) Transport System

Kenya is signatory to important regional and international con­
ventions in the area of transportation designed to bring greater inte­
gration of African economies. Among others, these are embodied in 
the Lagos Plan of Action and the Final Act of Lagos of the OA U and the 
United Nations Transport and Communications Decade Programme. 
Within this framework, Kenya will strive as far as possible to complete 
her section of the Gaborone-Cairo Trans-African Highway, which to 
date requires upgrading to bitumen standards of the Isiolo-Moyale sec­
tion. Further, Government will complete the on-going construction of 
the Lodwar-Lokichogio section of the Kenya-Sudan road as well as the

5.68
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Thika-Garissa-Liboi road which is intended to improve land com­
munications between Kenya and Somalia.

b) Communications
5.69 As a means of improving the communications systems within 
and between African countries, the OAU Council of Ministers has rec­
ommended the setting up of the Pan African Telecommunications Net­
work (PANAFTEL). In this context, Kenya’s contribution to 
telecommunications links with Ethiopia has now been put in place and 
her connections with Sudan and Somalia will be in place when these 
countries complete their portions of the network. Kenya’s portion of 
the international satellite telephone links programme through the Lon- 
gonot Earth Station has been completed, but additional wave facilities 
will be negotiated to further boost communication links within the re­
gion and worldwide.

c) Air Transport
5.70 Kenya’s links with the international air transport system rest 
on three basic elements. First, Government and the national air carrier 
have scrupulously followed the rules and regulations set out by the In­
ternational Air Transport Association (IATA) regarding quality of 
service and aircraft safety. Second, through the Directorate of Civil 
Aviation, Government has ensured that monitoring of air travel is done 
efficiently and within the requirements of the International Civil Avia­
tion Organisation (ICAO). Third, Government will continue to ensure 
the adequacy, safety and efficient running of airport facilities, especially 
at the international airports of Nairobi and Mombasa. To meet these 
goals, Government will, as indicated earlier, establish the Kenya Air­
ports Authority as an autonomous body charged with the running of 
airports in conformity with international standards.

d) Meteorology

Atmospheric and hydrometeorological factors often cover vast 
regions, such that the predictions of rain, drought conditions and floods 
can be anticipated weeks in advance and reported by facilities operated 
by other countries thousands of kilometres away. Kenya is, therefore, 
committed to co-operating with international agencies operating such 
modern facilities as atmospheric and oceanographic monitoring satel­
lites, including the African Centre of Meteorological Applications for 
Development (ACMAD) headquartered in Benin which was estab-
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lished to co-ordinate activities and exchange of information on climate 
and the weather within the African region.

e) Remote Sensing

5.72
ment and planning can now become rapidly available through remote 
sensing applications either from balloons, aircraft and more recently 
through satellite-based systems. As indicated earlier, Kenya has already 
established a base through which these activities can be improved and 
expanded in the Department of Resource purveys and Remote 
Sensing. In addition, Kenya hosts the ECA-supported Regional Centre 
for Surveying, Mapping and Remote Sensing (RCSMRS), which pro­
vides training and other services for the Southern and Eastern African 
sub-region under the auspices of the African Remote Sensing Council. 
It will, therefore, be necessary for RSRS in collaboration with the Min­
istry of Science and Technology to work closely with such bodies as the 
RCSMRS, remote sensing programmes of the US National Oceano­
graphic and Atmospheric Administration (NOAA) and the European 
Space Agency (French) SPOT programme. Kenya hosts the Regional 
Remote Sensing Facility, complete with a ground receiving and track­
ing station, and computer and training facilities for the Southern and 
Eastern African sub-region. This programme has been adopted by the 
OAU, and the ECA and EEC have in principle agreed to provide the 
necessary financial resources for the operation of the facility.

Data and information necessary for natural resources assess-
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CHAPTER 6

AGRICULTURE AND RELATED DEVELOPMENT

6.0 INTRODUCTION
Agriculture is the mainstay of Kenya’s economy providing as it 

does the basis for the development of other sectors of the economy. 
Priority ranking in the sector centres on food production, generation 
of raw materials for local industries and graduated processing of pro­
duction for export. The overall thrust of our agricultural policy is first, 
to achieve internal self-sufficiency; second, to maintain adequate levels 
of strategic reserves and third, to generate additional supplies for ex­
port. This policy thrust will also contribute toward the attainment of 
our objectives of employment, income generation, foreign exchange 
earnings, rural-urban balance, food security and overall growth.

a) Internal Self-sufficiency

The feeding of Kenya’s growing population will require in­
creasing supplies of staple foods, principally cereals (maize, wheat, sor­
ghum, millet, rice) pulses and tubers (peas, beans, potatoes), oilseeds 
(groundnuts, sunflower, cashewnuts, macadamia, sim sim, castor seed, 
etc.), fruits and vegetables, meat and meat products, dairy products, 
poultry and eggs, honey and horticultural produce. The production of 
these items will be stepped up during the Plan period in order to meet 
the country’s needs for internal self-sufficiency in the first instance. In 
particular, scientific and technological applications will be fully em­
ployed to ensure adequate supplies of all staples.

The realisation of the industrial vision enunciated in Chapter 
7 demands that as much of the raw materials required for the proposed 
industrial thrust be generated internally. Principal among the agro-in­
dustrial materials to be promoted include seed cotton, sisal, pyrethrum, 
tobacco, barley, hops, coconut and palm oil, sugar cane, softwoods, 
hides and skins and other animal and reptile products, etc. Government 
will encourage and promote the exploitation of latent industrial oppor­
tunities that would generate consumer products from these materi-

6.2

6.3
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als.The necessary infrastructure will be put in place and enhanced 
where it exists to facilitate the exploitation of these opportunities.

b) Strategic Reserves
In addition to producing enough food to meet domestic 

demand, production levels will also be geared towards meeting 
strategic reserves sufficient to carry the country for at least six months 
in the worst of times. This will entail the development of adequate 
storage facilities at appropriate locations in all districts alongside 
national storage facilities. At the same time, farmers will be encouraged 
to construct and maintain modified traditional homestead granaries to 
store their domestic reserves. Appropriate methods will be applied to 
reduce the levels of pre- and post-harvest food losses occasioned by 
pests and other environmental contaminants. In this regard, applicable 
processing and packaging technologies will be employed to increase the 
shelf-life of staples. The agricultural sector has already been billed to 
be the base of raw materials for industry. Besides, there is also need to 
ensure smooth production levels as and when there may otherwise be 
shortages arising from the vagaries of weather or unexpected surges in 
demand.

6.4

6.5 The maintenance of adequate levels of strategic food reserves 
and raw material inventories is predicated upon the development of a 
viable planning and monitoring system that will provide early warning 
signals to forestall the falling of such reserves and inventories below 
desirable levels. The nucleus of such a system has already been estab­
lished in the case of food following on the experience of the 1984 
drought. The system will be restructured and strengthened into a 
Strategic Reserves and Inventories Monitoring Facility in the Ministry of 
Planning and National Development to ensure that it provides a base 
for timely action on the maintenance of desirable levels of food reserves 
and raw material inventories. The principal function of the Facility will 
be to co-ordinate the efforts of other relevant Government agencies in 
the collection, processing and dissemination of data and information 
on the state of reserves and inventories and the factors, likely to affect 
their adequacy and distribution, and to send out early warning signals 
when appropriate or optimum levels of reserves and inventories are 
threatened. The actual operation of specific reserves and inventory 
functions will remain the responsibility of respective Government 
agencies.
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c) Production for Export
6.6 Whereas basic foodstuffs and industrial raw materials produc­
tion will target the domestic market and strategic reserves, the tradi­
tional cash crops, coffee and tea, which exhibit relatively low domestic 
demand will continue to make the major contribution to our export 
earnings. As stated earlier, with diminished import substitution in the 
consumer goods industry, production orientation will change in favour 
of exportables. Under this policy framework, it will be imperative to 
boost production and productivity so that there are sufficient supplies 
of the relevant commodities available for export after priority internal 
consumption and strategic reserve needs have been met.

Thus the basic agricultural commodities to be promoted during 
the Plan period fall into three main categories which exhibit different 
behavioural patterns with respect to their application toward meeting 
internal self-sufficiency, strategic reserves and surpluses for export. 
First, basic food crops will be promoted principally to meet internal 
self-sufficiency and strategic reserve needs of the nation. Second, tradi­
tional cash crops namely coffee and tea will be produced mainly for ex­
port. And third, industrial raw materials will be produced primarily to 
feed existing and emerging industries which will also require strategic 
inventories to smoothen production, with any surpluses being exported 
in various degrees of processing.

This Chapter deals with agriculture and related development 
in high, medium and low potential areas of the country. The Chapter 
outlines the sector’s contribution to the economy in terms of growth, 
employment, foreign exchange earnings and rural-urban balance and 
addresses the issue of pricing and marketing incentives, storage 
development, agricultural investment and credit. It also explains how 
the strategy of Budget Rationalisation applies to the sector, and the role 
of education, training, research and technology and land use policy in 
stimulating higher production and productivity. Finally, the Chapter 
deals with the application of irrigation technology in both high poten­
tial and arid and semi-arid lands, the latter also being given special 
treatment in view of the Government’s determination to accelerate 
development in these lands which have not received adequate atten­
tion in the past.

6.7

6.8
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6.1 AGRICULTURE’S CONTRIBUTION TO THE ECONOMY
a) Contribution to Employment and Growth

Sessional Paper No. 1 of1986 on Economic Management for Re­
newed Growth highlights some of the challenges which urgently call for 
a change in the tempo of the Nation’s development efforts. This 
phase of development will be based on stimulating rapid growth in the 
overall economy at the target rate of 5.6 per cent per annum. Agricul­
ture, being the backbone of the economy, will be the prime mover in 
meeting these challenges. In the Sessional Paper the sector’s contribu­
tion to this target growth rate was set at 5.3 per cent per annum. Owing 
to unpredictability of the weather, the average growth rate of 4.5 per 
cent as reflected in Chapter 3 is somewhat lower than what would be 
expected if there are no bad years. However, taking into account the 
size of the sector in the national economy, this level of contribution in 
meeting the 5.4 per cent per annum target rate of GDP growth will re­
main the key factor in stimulating rapid growth and the attainment of 
higher incomes for the majority of the Kenyan people who live in rural 
areas.

6.9

t new

6.10 "With the foregoing in mind, Government will create an enabling 
environment in the form of various incentives that will motivate the 
farmers to higher production. On the basis of these incentives which 
are discussed in greater detail later in this Chapter, the sub-sector tar­
gets are set for production outputs as shown in Table 6.1.

Although Government will aim at diversification of agricul­
tural production as a matter of policy, the promotion of seven major 
commodities will be central to achieving the development goals and 
targets established for agriculture. These are coffee, tea, maize, wheat, 
milk, meat and horticultural crops. Development and expansion of 
coffee and tea will, however, be the foundation for growth of both ag­
ricultural incomes and exports. Development and expansion of maize, 
wheat and meat will be aimed at achieving domestic food security, while 
that of milk and horticultural products will be aimed at achieving both 
goals.
6.12

6.11

!

Production of maize, beans and milk utilises approximately 
two-thirds of the land area devoted to agricultural production. There 
are, therefore, limited possibilities for further expansion of land 
devoted to the production of these commodities as this would lead to 
a reduction in output of the higher valued commodities, and con­
sequently result in a sharp fall in the per capita value of agricultural 
production.
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I Output ProjectionsTable 6.1:
i (Thousand Tonnes)

Rate of 
Growth %

1993
Targeted

1988
Projected

1987
Actual

Commodity

1.043,0902,5402,583Maize
Wheat
Sorghum & Millet
Rice
Beans
Potatoes
Sugar
Beef
Milk
Tea
Coffee
Sisal
Pyrethrum
Cotton
Tobacco
Horticulture

1.02255231257
1.03210181176
1.08412826
1.05394309294
1.051,048821782
1.05525426413
1.01181172171
1.021,6931,5341,503
1.05204160156

150 1.04123105
5144 1.0343

6.7 7.8 1.036.4
4542 67 1.08

6 6 8 1.04
40 44 70 1.10

The aim, therefore, is to reduce marginally the combined area 
devoted to these commodities to permit the expansion of the high- 
value, high-employment crops. This means that in order to meet the re­
quired output growth rates for milk and maize, their per hectare yields 
will have to increase more rapidly. For maize, the necessary growth 
rates are achievable provided there is widespread adoption of the al­
ready available high-yield seed varieties and more intensive and exten­
sive use of fertilizers. For milk, however, the achievement of the 
necessary expansion will only be possible through intensive feed-based 
dairying. Thus in addition to conflicts in the demand for land between 
maize and milk, there is also an additional potential conflict in the case 
of domestically produced maize to be used for direct human consump­
tion and its eventual extensive use in the feed industry. Agricultural

6.13
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development strategy will aim at reducing this conflict to a minimum 
by expanding other efficient domestic sources of feed as rapidly as 
possible.

For both coffee and tea, there is greater potential than for other 
crops and livestock for increasing yields. In the case of coffee this will 
be achieved through area expansion, replanting and in-filling with the 
new high-yield varieties already developed by the Coffee Research 
Foundation, especially the Ruiru 11 variety, which unlike other varie­
ties requires relatively lower levels of inputs and management. During 
the Plan period, the area devoted to coffee production will also increase 
through the planting of the Robusta variety in Western and Nyanza pro­
vinces. Expansion potential for tea on the other hand will lie with the 
planting of high-yield clones developed by the Tea Research Founda­
tion. However, the main opportunities for growth in tea production will 
be realised through yield increases from the established small-holder 
and estate farms and Nyayo Tea Zones.

In addition to the sector’s contribution to overall economic 
growth, it is also expected to make major contributions to employment 
generation. By the end of the Plan period, the total labour force will 
have reached 10.6 million compared to 7.5 million for 1984 as reported 
in Sessional Paper No.l of 1986 - an addition of 3.1 million. These new 
entrants to the labour force are already born and most of them are going 
through the school system.

It is expected that the highest level of employment in agricul­
ture will come from increased productivity in the small-holder agricul­
tural areas as a result of the impact of the incentive schemes to be 
implemented during the Plan period. A considerable number of jobs 
will also be created through expansion of the areas under coffee and 
tea, development of small-scale irrigation schemes and valley-bottom 
reclamation.

6.14

6.15

6.16

b) Contribution to Foreign Exchange Earnings

One of the most limiting factors to the nation’s development 
will be the size of the foreign exchange gap. Historically, Kenya has de­
pended largely on agricultural export earnings to meet the foreign ex­
change requirements for development programming and other 
activities. Major foreign exchange earners from the sector have been 
coffee and tea, which together have accounted for the largest share in 
total export earnings. The other major source of foreign exchange earn­
ings has been horticultural crops which in recent years have not only 
been the fastest growing, but have also become the fourth largest for-

6.17
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eign exchange earner after tourism, coffee and tea. Coffee and tea will 
continue to be the major foreign exchange earning crops. Export diver­
sification will, however, be encouraged through further increased pro­
duction of horticultural produce. Small contributions have also been 
made by exports of sisal, meat products, pyrethrum and cashewnuts. 
Because of the country’s strong agricultural base, imports of agricul­
tural commodities have been limited to vegetable oil products, wheat, 
rice and in the event of drought, maize and milk. Production and pro­
cessing of oil crops will be given greater emphasis than has hitherto 
been the case. Modem sector agriculture still depends on imported in­
puts in the form of fertilizers, chemicals, machinery and equipment, a 
situation that calls for effective strategies to ensure local production of 
these inputs during the Plan period.

c) Contribution to Food Security
6.18 With increasing population and diminishing good agricultural 
land, it became clear in the mid-1970s that there was already a notice­
able imbalance between food supply and demand in the country. It be­
came necessary to publish Sessional Paper No.4 of 1981 on National 
Food Policy which though still valid in its overall policy thrust now needs 
considerable up-dating to take account of what was learned from the 
drought of 1984.
6.19 Nevertheless, trends indicate that this situation may become 
more serious towards the turn of the century unless the country takes 
steps to increase food production. Failure to do this raises the possi­
bility of the country having to rely on food imports and increased food
aid.
6.20 Due to the vagaries of weather and migration to marginal lands, 
a large proportion of people living in these areas experience recurrent 
temporary food insecurity. This calls for systematic planned food man­
agement practices to mitigate or eliminate food shortages. Over the 
years, the food security problem has been addressed from three basic 
approaches. First, the Government has taken measures to ensure that 
consistent and adequate amounts of food are available in every part of 
the country at all times. This has been done through policies aimed at 
increasing national food production by making inputs available when 
they are needed and as far as possible ensuring timely payment for 
deliveries. Other measures include the expansion of public grain 
storage facilities during years of surplus, rationalised food imports and 
commodity swaps. In addition to these measures, the Government has 
also pursued a policy of price control primarily to stabilise producer
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and consumer food prices. During the Plan period, Government will 
ensure that projected food production meets domestic demand to the 
extent indicated in Table 6.2.

Table 6.2: Basic Food Projections

Per Capita Demand/Production Projections (Tonnes) 

Consumption 
Kg/pers/yr) Demand

19931988
Production Demand Production

Maize 100.0
Wheat 19.4
Sorghum 

& Millet 7.7 
Rice 
Beans 13.2 
Potatoes 33.5 
Sugar 17.6
Beef 
Milk 91.0

2,670,000 3,090,000
535,000 255,000

2,250,000 2,540,000
440,000 231,000

210,000
41,000

394.000
1.048.000

525.000
181.000

1.693.000

175.000 
69,000

300.000
760.000
399.000
183.000 

2,060,000

181,000
28,000

309.000
821.000
426.000
172.000 

1,534,000

213.000 
84,000

366.000
925.000
523.000
223.000 

2,500,000

3.0

8.1

6.21 The following strategies will be applied toward meeting pro­
jected food requirements:-

• laying emphasis on development of drought resistant crops for 
AS AL areas including sorghum, millet, potatoes, beans, legumes 
and oilseeds;

• improvement and further strengthening of monitoring and early 
warning systems for weather conditions in all agricultural zones 
and wide dissemination of information on expected weather 
trends and their possible effects on food production and live­
stock management; and

• rationalisation of food import policy with the aim of reaching the 
correct balance in strategic reserves that does not lead to costly
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storage during normal years while guaranteeing timely imports 
as cheaply as possible.

6.22 One of the key elements of the strategy for achieving national 
food security objectives will be the proper management of strategic re­
serves. The Government is committed to maintaining a fixed Reserve 
position of 6.0 million bags of maize for each year of the Plan period. 
For other commodities, the Government will determine the level of 
desired stocks from year to year as the situation demands. Sustaining 
food security at this level will require expansion of the public storage 
system as indicated later in this Chapter.
6.23
security purposes, it will be necessary to take into account the financ­
ing aspects of such reserves considering the high costs involved. There­
fore, in line with policy restructuring in the marketing system, the 
National Cereals and Produce Board (NCPB) will be required to 
develop integrated stock and financial management systems particularly 
for maize, wheat and rice. The financing and maintenance of the 
National Strategic Reserves will, however, be separated from normal 
commercial operations which in any case the Government intends to 
eventually turn over to the private sector during the Plan period. As 
bad seasons are always preceded by good ones, adequate multi-com­
modity strategic reserves will be maintained at all times to see the 
country through difficult times such as droughts and poor harvests.
6.24
scheduled crops will rest with the NCPB, the actual control of owner­
ship will rest with the Ministry of Supplies and Marketing. Major deci­
sions with regard to the release or replenishment of the Reserves will 
be made by the Inter-ministerial Food Management Committee lo­
cated in the Office of the President, with representation from Minis­
tries of Supplies and Marketing, Agriculture, Livestock Development, 
Co-operative Development, Planning and National Development and 
the Treasury, with ultimate sanction by the Cabinet.

The critical importance of accurately monitoring crop status at 
all levels from planting, germination, growth, harvesting and storage 
cannot be over-emphasised. Therefore, during the Plan period, a com­
prehensive monitoring and early warning system based on the struc­
tures developed during the 1984 drought will be put in place. The 
system will facilitate the gathering and analysis of data for dissemina­
tion to users of the resulting information on weather, availability and 
use of inputs, supply of agricultural credit, livestock movement in the

In trying to maintain the strategic reserves for national food

While the day to day management for grains, beans and other

6.25
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range areas in search of forage and the general status of livestock 
marketing throughout the country.

6.26 The data will be collected through a nucleus of 13 agro-me- 
teorological stations, each located in a specific agro-ecological zone. 
The Meteorological Department of the Ministry of Transport and 
Communications and the Department of Resource Surveys and Re­
mote Sensing (RSRS), will provide the lead in gathering primary data 
which will subsequently be supplemented with field information from 
the extension staff of the Ministries of Agriculture, Livestock Develop­
ment and Supplies and Marketing, the District administration staff and 
the staff of NCPB and the Central Bureau of Statistics (CBS). Most of 
the information will be processed initially by the Food Planning and 
Monitoring Committees within each ministry, with technical assistance 
from the Food Forecasting Committee of the CBS. The Food and 
Nutrition Planning Unit located in the Ministry of Planning and 
National Development will play a critical role in data interpretation 
and policy analysis. The necessary equipment and facilities at all levels 
will be made available to ensure that the system achieves the required 
level of effectiveness during the Plan period.

d) Contribution to Rural-Urban Development Strategy
The whole thrust of the strategies for spatial development 

hinges on their expected support to rural development in general and 
the agricultural sector in particular. This is particularly important be­
cause Kenya being basically an agricultural country, the spatial pattern 
of human settlements will be consistent with the trends in agricultural 
activities. Over and above this, the expected growth in urbanisation will 
impose greater demands on the agricultural sector in terms of meeting 
food requirements of the urban populations, and in providing the nec­
essary raw materials for agro-industry.

Both policy and institutional restructuring for the marketing 
system discussed below will require parallel development of physical 
in restructures such as market sites, local storage, processing facilities, 
rnia transportation and communication systems. Major proposals in the 
spatial Dimensions Chapter relating to the District Focus for Rural 

eve opment Strategy, Rural-Urban Balance Strategy and the 
rSn\l0pi?ent °f lhe RTPCs have justification in their support to the ag- 
fo^iv™ £ect?r» 'especially in improving market infrastructure and 
t 1 ies‘ attention will be paid to construction and main-
tenance of feeder and access road networks, improvement of market 
1 tes,local storage and processing and improvement in communica-
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tions in order to provide better information to the farmers and traders 
on prices in markets throughout the country.

62 AGRICULTURAL INCENTIVES
6.29 The challenge placed upon the agricultural sector by Sessional 
Paper No.l of 1986 calls for major institutional and policy reforms. 
These reforms are expected to result in improvements in the pricing 
system, produce storage, marketing and distribution, the creation of an 
effective credit administration system and the strengthening of the ex­
tension system to enable it to more efficiently deliver information on 
high productivity technological innovations from research. The major 
components in the incentive structures and policy reforms that will be 
pursued during the Plan period are detailed in the following sections.

a) Pricing Incentives
6.30
procedures for setting the prices for major agricultural commodities 
such as maize, wheat, rice, sugar, milk, cotton and domestically con­
sumed tea. The analysis and subsequent setting of prices have been car­
ried out in the Annual Price Reviews. Two major considerations have 
become the basis for official determination of prices. First, since Kenya 
participates in the international markets as a seller and buyer of agri­
cultural commodities, the prices set domestically have to reflect border 
prices, i.e. expected export and import prices. Second, the Government 
recognises that the key factor in stimulating agricultural production lies 
in setting prices at levels that give the correct signals to the farmers and 
provide sufficient remuneration to them to ensure adequate supplies 
of the major food crops. During the Plan period, Government will con­
tinue to review agricultural prices with the aim of increasing them in 
order to maintain the correct terms of trade between agriculture and 
other sectors.
6.31 In spite of the fact that Kenya has made considerable progress 
in setting the correct prices for the farming community, there are still 
serious problems in the system of payment for agricultural commodity 
deliveries that are marketed through parastatals. For six major com­
modities, namely: coffee, tea, maize, milk, cotton and sugar, producers 
in recent years have often had to wait from two to fifteen months before 
receiving full payment. These delays have acted as a serious disincen­
tive to production. The causes of these delays are a function of rigidi­
ties inherent in the type of system through which commodities are 
marketed.

Over time, Kenya has developed a well-established policy, and
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Such delays create very serious problems for small-scale 
farmers who have no access to credit for the purchase of necessary in­
puts. Hence delayed payment can be seen as effectively reducing pro­
ducer prices thus undermining the profitability of farming operations. 
During the Plan period, Government will institute appropriate meas­
ures to ensure that marketing boards and co-operative societies do not 
delay payments beyond two months.

b) Marketing Incentives 

633
greatest impact in stimulating agricultural production, Government is, 
however, fully aware that good prices by themselves do not achieve full 
impact on agricultural production unless other complementary inputs 
and services are also in place. In particular, an efficient marketing sys­
tem is required that guarantees not only prompt payment to farmers 
but also efficiency in collection, storage and distribution of commodi- 

;es to reduce losses to a minimum and preserves the quality of pro- 
ucts available to the consumers.

Kenya has a wide range of marketing mechanisms and institu­
tions involved in crop purchase, storage and distribution. These have 
evolved from systems existing prior to 1963 when the country attained 
her political Independence, but have undergone considerable modifi­
cations reflecting changing circumstances with varying degrees of 
success in terms of efficiency and market transparency. However, since 
the early 1980s, it has become clear that too much official involvement 
in marketing and pricing may induce operational inefficiencies. 
Furthermore, parastatals and nationwide monopolies such as the 
NCPB and KGGCU for maize, wheat and rice, KCC for milk, Cotton 
Lint and Seed Marketing Board (CLSMB) for cotton, Livestock 
Marketing Division of the Ministry of Livestock Development and the 
Kenya Meat Commission for meat products, have not achieved the ob­
jectives for which they were set, namely: price and income stabilisation 
for the farmers, efficient and inexpensive nationwide distribution of 
commodities to the consumer without Government subsidy and buyers 
of last resort. In almost all cases, the performance of these monopolies 
has remained poor due to lack of competition and weak management.

To overcome the limitations in the present agricultural 
marketing system, major restructuring involving gradual liberalisation 
will be carried out over the next five years. In this respect, the functions 
of the NCPB will be limited to the maintenance of the strategic reserves 
and buyer of last resort, thus leaving over 75 per cent of the market to

6.32

While the correct management of the pricing system has the
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I
private traders, millers and co-operative societies. This will be accom­
plished through the removal of inter-district movement permits and the 
operation of buying centres. To further reinforce the effectiveness of 
the recent decision to free meat prices, Government will confine the 
activities of the Livestock Marketing Division of the Ministry of Lives­
tock Development to assisting pastoralists in difficult areas where pri­
vate traders cannot profitably operate. In the case of milk, the 
monopoly position held by the KCC will be altered by licensing of ad­
ditional smaller district-based dairy units thus confining KCC’s opera­
tions to the major urban markets and public institutions.
6.36
structuring in the marketing system, two other important considera­
tions will be taken into account, namely: the re-organisation of the 
NCPB as custodian of the national strategic reserves and improvements 
in marketing physical infrastructure.
6.37
national strategic reserves and in acting as buyer of last resort pose 
unique responsibilities to the organisation. Studies have been under­
taken with a view to working out a reform programme that involves a 
major overhaul of the NCPB in the areas of general management, 
rationalisation of the buying network, financial restructuring and im­
provement in the monitoring of market conditions. This restructuring 
will, however, involve certain financial costs. In the first place and in 
order to ease the current financial burden from past operations, 
Government will write off existing loans incurred by the Cereals and 
Sugar Finance Corporation (CSFC) amounting to K£ 250 million. Ad­
ditional financial requirements will be needed for the establishment of 
a Crop Purchase Revolving Fund and for the construction of the neces­
sary storage facilities.

While Government will take steps to implement the above re-

The central roles the NCPB will play in the maintenance of the

i

63 STORAGE DEVELOPMENT

6.38 Adequate storage for food and various types of inputs will be 
critical to the development of agriculture. The storage of marketed 
grains in the country is predominantly carried out by the NCPB and pri­
vate rented facilities. So far, the private sector and particularly the grain 
millers have been heavily subsidised by the NCPB whose storage facili­
ties they have depended on without expanding their own to meet their 
growing requirements. The existing national storage facilities both of 
the NCPB and the private sector (including millers) are estimated to 
have a capacity of 19.8 million bags.

115



6.39 Currently, the NCPB has 42 stores for maize and 12 for wheat 
in various parts of the country representing a capacity of 11.06 million 
bags for maize and 1.54 million bags for wheat. However, the desired 
capacity amounts to 14.96 million bags for maize and 2.09 million bags 
for wheat giving a deficit of 3.90 million and 0.55 million bags for these 
commodities respectively.
6.40 As indicated earlier, Kenya’s population is expected to in­
crease from the 1988 figure of 22.7 million to 27.2 million by 1993. 
Therefore, for every year of the Plan period, there will be an extra 1 
million mouths to feed. It is thus imperative that the country not only 
increases food production, but also ensures adequate storage facilities 
to contain the requirements. The projected storage capacity for grain 
of 17.05 million bags by 1993 is required mainly to take care of the 
strategic reserves for national food security purposes. In view of the re­
duced role of the NCPB in the marketing of cereals, the private sector 
will be expected to construct storage facilities to meet their own needs. 
The public grain storage expansion programme is presented in Table
6.3.

Table 63: Development of Storage Facilities for Maize and Wheat
(Million Bags)

Present Capacity TotalExtra Needed

Maize
Wheat
TOTAL

11.06 14.963.90
154 2.090.55

12.60 17.054.45i
■

6.41 The current storage development programme for the NCPB 
mvolves the construction of grain silos in Nakuru, Kisumu, Kericho, 
Bungoma, Narok, Nairobi, Moi’s Bridge, Mosoriot and trans-shipment 
silos at Mombasa. These are expected to be completed during the 
1988/89 financial year. The Nairobi and Mombasa silos will be 
completed by the 1990/91 financial year. On average, the grain con­
struction programme will require K£ 3,77 million annually between

;
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1988 and 1993. Alongside each silo project, conventional stores will be 
constructed for keeping national strategic reserves in bags for rapid 
movement to deficit areas. The construction of these facilities will aim 
at convenient national coverage through the development of:-

• storage capacity in the primary food surplus production areas, 
for reception and storage of marketed crops, particularly during 
the peak periods following the harvests;

• distribution storage capacity in the food deficit areas of the 
country;

• strategic reserve storage capacity in the surplus production 
areas; and

• adequate import and export storage capacity.
6.42 As already indicated, in order to ease pressure on the national 
public storage facilities, further development of private storage facili­
ties especially by grain millers, co-operative societies and other traders 
will be encouraged. This is particularly important since with the liber­
alisation of marketing, inter-regional grain movement from surplus to 
deficit areas may impose strains in the national storage system. As in­
dicated earlier, with liberalisation, current restrictions on inter-district 
movement of maize and other produce which increase marketing costs 
and consumer prices will be gradually removed to allow for free move­
ment of produce throughout the country. Permits for movements out­
side the country will, however, be maintained for national food security 
reasons.
6.43 Coffee and tea being the major cash crops in the country will 
also require adequate storage facilities. Although the Coffee Board of 
Kenya (CBK) and the Kenya Tea Development Authority (KTDA) 
have developed their own storage facilities at factory premises and at 
Plantation House in Nairobi, there is need for additional stores and 
warehouses at the port of Mombasa. The Coffee Board of Kenya will 
expand storage from the current capacity of 400,000 bags to 1.3 million 
bags by 1993 to ensure smooth marketing operations. The KTDA on 
its part will construct a warehouse at Mombasa especially to handle tea 
auctions.
6.44 The present national holding capacity for fertilizer, maize 
seeds and animal feed is equivalent to 1.5 million bags out of which 
fertilizer requires a storage capacity of 1.2 million bags. This is mostly

117



owned by the KGGCU, co-operative unions and fertilizer distributors. 
This capacity is considered inadequate and restrictive of procurement, 
delivery and distribution. Major problems are especially encountered 
with fertilizer imports which normally arrive in very large consign­
ments. During the Plan period, the co-operative movement will 
develop farm input storage depots at Meru, Thika, Sagana, Kisii and 
Bomet as part of the national co-operative input marketing and dis­
tribution system. This will double the present input storage capacity 
from 1.5 million to 3.0 million by 1993.

Currently, it is estimated that approximately 62 per cent of the 
total maize produced in the country is retained on the farm for sub­
sistence purposes and stored in traditional cribs and bins. Research 
findings, however, indicate that storage losses from these systems are 
as high as 26 per cent of the small farm production. This constitutes a 
very serious loss to the economy. During the Plan period, Government 
will, through the extension system of the Ministry of Agriculture, en­
courage already tested efficient on-farm storage structures.

6.45

6.46 The on-farm storage programme will basically aim at first, en­
suring that storage losses from insect pests and other contaminants are 
reduced from 26 per cent to at most 10 per cent. Second, historical ex­
perience with seasonal variations in production and recurrent drought, 
have made some small-scale farmers conservative resulting in large 
Uock carry-overs being maintained in the traditional stores for periods 
longer than five to eight months. On the other extreme, some farmers 
sell most of their produce immediately after harvest and thus ex­
perience severe shortages later. The construction of minimum loss 
storage facilities together with effective extension services will enable 
the local farmers to plan their stocks so as to avoid costs incurred in 
either extreme situation.
6.47 In developing the on-farm storage programme, it is expected 
that with appropriate incentives in prices, credit availability and physi­
cal infrastructure, the farmers would release their produce gradually 
over the year. To achieve the required transition, Government will in­
troduce a seasonal price differential which will enable farmers to profi­
tably install improved storage facilities and to cover their costs. This 
seasonal price differential will be operated through the Crop Purchase 
Revolving Fund to be operated by the NCPB.

I
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1
6.4 AGRICULTURAL INPUTS DEVELOPMENT
6.48
is becoming scarce, the challenge faced by the agricultural sector in en­
deavouring to meet the target growth rates set out in Sessional Paper 
No. 1 of 1986 lies in effective promotion of increased and widespread 
adoption and use of improved seed varieties, fertilizers and pest and 
disease control chemicals.
6.49

1
Since with rapidly increasing population good agricultural landi

■
:

Since Independence, the Kenyan farming community has in 
general understood the benefits of using yield increasing inputs pro­
vided that the cost/return relationships as determined by input prices 
and the degree of efficiency in the marketing and distribution are work­
ing to justify such investment. Consequently, the input delivery system 
has worked relatively well in many areas. In contrast to the produce 
marketing system in which the NCPB has been the major actor, the 
structure of input marketing is characterised by the participation of a 
range of large and small parastatals, co-operatives, private companies 
and traders. The Government sees this diversity of participants as the 
key to the future development of an efficient and competitive agricul­
tural sector.
6.50
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-

i
S

:

The central objective of the Government’s agricultural and 
livestock inputs policy is to ensure their adequate availability at the 
lowest possible farm-gate prices, at the right time and in the right quan­
tities. The strategies for the development of these inputs, namely: fertil­
izers, seed, feed, pesticides, farm machinery and implements, artificial 
insemination and animal health services are discussed below.

a) Fertilizers

Fertilizer is the dominant farm input used in the country. Its 
consumption has varied between 100,000 to 250,000 tonnes in recent 
years and is expected to rise to 400,000 tonnes by 1993. The major con­
straining influence on fertilizer demand is the heavy foreign exchange 
costs and transportation requirements. While Government will aim at 
increasing the use of fertilizers by all farmers, particular attention will 
be paid to the needs of the small-holder. In order to achieve the goa 
of increased fertilizer use, various incentives are envisaged. riirs, 
import allocation system has already been restructured so 1 a, 
izer is categorised under Schedule 1 of the Customs 
through which automatic import licenses are granted under , .
lance of the Ministry of Agriculture. Second, the curren m e^c-ent
tern will be rendered more competitive to allow »°r ^ Third,
distribution and to give better margins to retail dis

6.51
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i channelling of fertilizer acquired by the public sector will be improved 
through greater use of co-operatives and indigenous businessmen. 
Fourth, the system of distribution of fertilizer in small packets, which 
has already been initiated, will be extended to facilitate access to the 
small farmer who may not require or afford larger packets. Fifth, the 
extension system will be strengthened to propagate education on the 
right types, quantities and timing of the use of fertilizer inputs thus 
guaranteeing the highest returns to the farmers. The Government will 
also examine the feasibility of local production of fertilizer and the in­
creased use of enriched farm-yard manure and other appropriate farm 
and non-farm wastes.

b) Seeds
Kenya has a solid experience with the production and distribu­

tion of improved seeds particularly in the case of maize, wheat and hor­
ticultural crops. Rapid adoption of the hybrid maize seed has made 
major contributions to the growth of the agricultural sector since Inde­
pendence. It is estimated that about 600,000 hectares are currently 
planted, utilising over 200,000 kgs of hybrid maize seeds. In this process, 
the Kenya Seed Company (KSC) and the National Agricultural 
Laboratories have made major contributions in seed multiplication, 

reening and certification. Unlike the case of fertilizers, a healthy, 
Iral seed distribution system has been established based on a large 
imber of small rural stockists. The distribution of the hybrid maize 

i ;ed in 2-kilogram packets has led to dramatic adoption of this variety 
especially by small-scale farmers. One major contribution to success in 
this area has been the adequacy of margins built into the pricing struc­
ture.
6.53

6.52

During the Plan period, Government will take steps to ensure 
that the area under seed production is increased not only for the major 
crops such as maize and wheat, but also for barley, grasses, horticul­
tural crops, beans and potatoes. This will be accomplished through hir­
ing of private land by the KSC for the purpose as the need arises and 
also through irrigation schemes as has been the practice in the past. In 
addition, both large and small-scale farmers of proven ability will be al­
lowed to grow seed under the supervision of the Ministry of Agricul­
ture and the KSC, so as to allow expansion to meet the already 
identified export potential to neighbouring countries. The research in­
stitutes on their part, will be required to re-double their efforts in 
developing and screening other improved seed varieties.
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c) Livestock Inputs 

6.54 The objectives and strategies for the development of the live­
stock sector contained in the 1980 National Livestock Policy document 
will still remain valid during the current Plan period. The underlying 
assumption for long-term livestock development policy is that, given 
the current trends in domestic supply and demand, the country is likely 
to face large deficits of livestock products which might lead to costly 
imports. While the demand for livestock products keeps rising in line 
with population growth rates, the supply of land for extensive grazing 
m the medium and high potential land areas is getting increasingly 
scarce..There are also considerable difficulties in increasing the pro­
ductivity of the range areas. Thus the possibilities for increasing live­
stock production lie mainly in intensive feeding zero-grazing.
. 11 T° ^,ee* exPec*ed demand, the strategy for development of an­
imal feed will be based on two considerations. First, there will be need 
to expand fodder crops and improved grasses by individual farmers 

emselves. Seed varieties for fodder crops and grasses that are already 
available will be widely distributed to farmers for this purpose. Second, 

ere will be need to promote the manufacture of animal feed in the 
country. Through the extension system the choice of feed for farmers 
ot various categories will be determined according to nutrient require­
ments and costs. As far as possible, local materials will be utilised in 
feed production.
6.56

6.55

Currently, the most widely used ingredient in the manufacture 
of feed is maize. Future dependence on this ingredient will inevitably 
lead to serious conflicts with the demand for maize for human con­
sumption. Research efforts will, therefore, be geared toward finding al­
ternative sources of feed such as sorghum, cassava and millet. Further, 
the processing and utilisation of by-products of sugar, pineapple, 
oilseed cake and other agro-feed bases will be encouraged. The use of 
agro-forestry tree species already researched and developed by the 
Ministries of Agriculture, Energy and Regional Development and En­
vironment and Natural Resources will be promoted through t e exten 
sion service. Price controls of the feed products will be done away wi 
so that feed prices may become increasingly market- riven.

One of the major reasons for porTthe
of the livestock industry in Kenya is the anjmal health
Government has given to artificial insemi heavy Government 
services. These services, however, naveiin yftaj services have
subsidies that can no longer be sustamea. of the dairy and
made an important contribution to t
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meat industry in the country, Government will maintain and improve 
them but with considerable restructuring in operation and manage­
ment.
6.58 While Government will increase budgetary allocations to both 
the Central Artificial Insemination Services (CAIS) and the Kenya 
National Artificial Insemination Services (KNAIS) to make them the 
focal points from which the services can be expanded, the farmer will 
gradually have to meet the cost of these services. The current system 
that depends heavily on motorised runs has proved costly and ineffi­
cient and hence it will have to be decentralised by putting static Artifi­
cial Insemination (AI) points at dips where appropriate.
6.59 Livestock production can often be costly and the risks faced by 
the farmer from disease losses can be enormous both to individuals and 
the national economy. Thus an efficient animal health support system 
is essential. The availability of drugs, vaccines and pest control dips 
plays a critical role in livestock production, especially for grade animals. 
Tick borne diseases are the major causes of livestock deaths. Currently,
he tick control dipping system run by the Government has been the 
:ornerstone of the animal health service. The dipping programme has, 
lowever, grown into a large and expensive operation. The efficiency of 
dipping has been reduced through lack of proper maintenance leading 
to understrength acaricides. This can eventually lead to tick resistance 
of acaricides which can po'se a serious threat to the national herd.
6.60 In the past, the burden of drug and vaccine distribution in the 
country has rested with the Ministry of Livestock Development’s De­
partment of Veterinary Services, although they can also be obtained 
from a small number of private veterinarians. The level of subsidy in 
providing veterinary services ranges between 90 to 100 per cent on a 
broad range of drugs and vaccines. With this level of subsidy, the bur­
den faced by the Veterinary Department on the Recurrent Budget in­
hibits wide coverage thus compromising the effectiveness of the 
service.
6.61
tive by removing the subsidies and broadening the channel for drugs 
and chemical distribution and general animal health services through:-

1

Y

The Government intends to make the service more cost-effec-

j • increasing privatisation of some services, particularly veterinary 
services and maintenance of cattle dips;

• increased user-charges;
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• improved revenue collection; and

• increased involvement of co-operatives and farme 
providing these services to members.

d) Farm Machinery and Equipment

While Kenya’s large-scale farming has benefited fi 
of heavy tractors and other large implements, small-sc* 
which accounts for the bulk of agricultural production has 
hind in farm mechanisation. An appropriate and cost-effect 
nisation system is critical to our agricultural developmei 
Such systems already exist in other developing countries' 
satile motorised hand tractors and power tillers carry out a 1 
ber of farm tasks and are available at reasonable pi 
manufacture of small farm machinery and tools whose prot 
available in the market locally or can be easily acquired f 
countries will, therefore, be promoted. The production 
tion of these tools will, however, be left in the hands of indig 
trepreneurs with Government encouragement and support.

6.5 AGRICULTURAL INVESTMENTS AND CREDIT 

a) Agricultural Investments
i

Sessional Paper No. 1 of1986 accords high priority to 
cultural sector in the achievement of overall growth targets, ^ 
cent trends are taken into account, investment in this secta 
terms has not increased appreciably. The main reason for th 
the Government in the past gave a lot more incentives for the ■ 
ment of the industrial and commercial sectors, in addition to ai 
considerable resources to the development of basic needs serve 
result has been a deterioration of the terms of trade against agr 
thus making investments in this sector less profitable than in o 
tors of the economy. In spite of the above difficulty, Governrn ■ 
has aimed at making funds available to the farming com 
vestment in fixed capital and for purchase of other inputs j- 
increased production.
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AFC and CBK operations under the New Seasonal Credit Scheme, an 
additional 14 per cent.
6.65 In spite of the Government’s commitment to increase the 
amount of financial resources channelled to the agricultural sector, the 
actual performance of the sector still leaves a lot to be desired. First, a 
large proportion of lending from both the public and private sectors has 
gone to financing transfers rather than to the creation of new assets. 
This has taken place particularly through land transfer programmes, 
the settlement schemes and the sub-division of large-scale farms by 
land-buying companies and societies. Second, although commercial 
bank credit outstanding to the agricultural sector appears to have in­
creased, there has been considerable diversion of such funds to non- 
agricultural activities. The commercial banks have not been able to 
meet the target of lending 17 per cent of total deposits to the agricul­
tural sector as required by the Central Bank. One reason for this is that 
with heavy Government borrowing from the system, the banks have 
little resources to invest, which they prefer to put in less risky areas. 
Other reasons include the inability of public institutions such as the 
AFC, Co-operative Bank of Kenya, and the co-operative system to 
deliver and process credit efficiently.
6.66 To improve this situation, Government will take several steps 
to ensure that additional investible resources go to the agricultural sec­
tor. First, Government will, within the framework of anticipated 
budgetary constraints, endeavour to increase allocations to the sector. 
However, this will be done by providing a framework within which the 
private sector can make a greater contribution. In this context, Govern­
ment will ensure that incentives given through infrastructure, pricing, 
marketing and input supply are vigorously pursued. Second, commer­
cial banks and non-bank financial institutions will be given encourage­
ment to invest in the sector by ensuring that as Government borrowing 
in the financial system is gradually reduced, part of the resulting pool 
of resources will be invested in agriculture. Appropriate interest rate 
incentives will accordingly be put in place. Third, major restructuring 
will be carried out within the AFC and the Co-operative Bank of Kenya 
to make these institutions more effective in credit deliveiy.

b) Seasonal Credit Scheme

In the context of year to year national food security, the restruc­
turing of the agricultural credit system will be considered incomplete 
unless priority is given to the seasonal credit component. In recent 
years, this scheme has not operated to the satisfaction of the Govern-

l
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ment. Historically, the seasonal credit system evolved from the 
Guaranteed Minimum Return (GMR) scheme established in 1942 by 
the colonial Government had run into serious loan loss problems by 
1978 which worsened due to the absence of effective means to enforce 
recovery. It was, therefore, abandoned during that crop year and re­
placed by the New Seasonal Crop Credit Scheme (NSCCS) operated 
mainly through the AFC. The NSCCS contained no formal provisions 
for crop and livestock insurance and was applicable for crop acreages 
of five and above. The NSCCS, however, has suffered even greater fi­
nancial and management problems than the GMR. Loan collection by 
AFC has remained extremely low with the proportion of the principal 
repaid ranging from 65 to 75 per cent only in years of good harvest.
6.68 In view of these problems, the Government appointed a special 
Task Force in 1986 to review the situation and make recommendations 
on the best framework for the management of seasonal crop and live­
stock credit schemes. The recommendations of the Task Force are 
being considered for implementation during the Plan period.

6.6 BUDGET RATIONALISATION IN AGRICULTURE

Since Independence, the largest source of investment in agri­
culture has been the public sector from budgets of the Ministries of Ag­
riculture, Livestock Development, Settlement and Housing, Water 
Development, Co-operative Development and their major parastatals. 
However, while the nominal share of agriculture in budgetary alloca­
tion has remained more or less the same over a number of years, it has 
been declining in real terms.

In as much as the Government would wish to allocate more re­
sources to the agricultural sector from public sources, there are serious 
institutional constraints that need to be addressed. First, capacities of 
the Ministries concerned to absorb funds have been critically limited 
by management problems. Second, even though the subventions and 
support of parastatals involved in agriculture account for over 45 per 
cent of overall budgetary allocation, such investments have proved un­
profitable and are a serious drain on Government revenue. Third, in 
recent years, the proportion of the budget going to the employment of 
additional personnel has increased dis-proportionately to allocations 
for operations and maintenance. Thus one of the most serious 
budgetary problems is how to rationalise the capital and recurrent costs 
in this sector. These problems will continue to be addressed under the 
Budget Rationalisation Programme which has already been put in 
place.

6.69
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6.7 AGRICULTURAL EDUCATION AND EXTENSION

The key to increased agricultural production ultimately lies 
with the nation’s ability to disseminate relevant information to the 
farming community to facilitate effective adoption of new production 
techniques, application of agricultural inputs, decision-making on 
markets, prices and methods of preserving water, soil and vegetative 
resources. Through the extension system, Government will emphasise 
greater awareness of improved agricultural practices amongst the farm­
ing communities which is likely to result in greater benefits to the 
economy. This will be based on training of the farmers themselves 
through effective utilisation of capacity at farmers training centres in 
order to move the locale of agricultural education and training away 
from the technical to informal institutions closest to the farmers. These 
efforts will be coupled with greater use of farm demonstrations and 
farm groups counselling especially among women farmers.

Government will ensure that principles of agriculture are 
firmly incorporated in the syllabi and curricula of primary and second­
ary schools, in specialised agricultural training institutes and at univer­
sity throughout the Republic in order to achieve changes in attitudes 
in favour of farming among the youth. The responsibility for bringing 
this about lies with the Ministry of Education which will ensure that 
trained agricultural teachers are available for the 8-4-4 education sys­
tem during the Plan period. Under-graduates in various social and nat­
ural sciences who wish to opt for teaching will be encouraged to take 
additional courses in agriculture to prepare them for teaching in sec­
ondary schools. The Faculties of Education already started in three of 
our national Universities will give the necessary assistance in this re­
gard, in addition to meeting the requirements of general and special­
ised education.

6.71
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6.72

a) Agricultural Education >

In so far as formal, technical and professional training in agri­
culture is concerned, better co-ordination will be required amongst the 
relevant institutions and Ministries. Currently, four Ministries are in­
volved in curriculum development and administrative and budgetary . 
control over education and training for agriculture. These are the Min­
istries of Education, Agriculture, Livestock Development, and Techni­
cal Training and Applied Technology. The Ministry of Education 
exercises administrative and budgetary control over the Universities of 
Nairobi, Moi and Egerton and the Jomo Kenyatta University College 
of Agriculture and Technology. The Ministries of Agriculture and
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Livestock Development are the major employers of graduates from 
these training institutions who are nevertheless finding their way in in­
creasing numbers into private sector employment. During the Plan pe­
riod, Government will ensure that the capacities of these institutions 
are expanded and strengthened.

In view of the Budget Rationalisation Programme, it will no 
longer be possible for the Government to bear the entire cost of train­
ing and guarantee automatic employment for graduates from the train­
ing institutions and universities. Therefore, while Government will 
take responsibility for meeting the capital costs of expanding training 
institutions, the trainees themselves will contribute towards the recur­
rent costs of maintaining them in such institutions. Further, the train­
ing philosophy will be based on creating a new cadre of knowledgeable 
farmers who are ready for self-employment in the farming sector rather 
than harbouring expectations for eventual employment in the public 
sector, as has hitherto been the case.

6.74

b) Agricultural Extension
6.75 Agricultural extension is largely controlled by the Ministry of 
Agriculture through the Extension and Agricultural Services Division, 
and the Ministry of Livestock Development through the Departments 
of Livestock Production and Veterinary Services. Tea extension is, 
however, carried out by the Kenya Tea Development Authority 
(KTDA) while private companies such as the Kenya Breweries, British 
American Tobacco Company and East African Industries carry out 
their own extension work for barley, tobacco and oilseeds respectively.
6.76 The underlying philosophy in crop and livestock extension is 
reflected in the Training and Visits (T&V) approach. In essence, the 
T&V approach focusses on the transfer of knowledge and farming skills 
through close contact with farmers on the basis of a regular visiting 
cycle. Since it was started in the early 1980s this system has proved ef­
fective in the transmission of modern farming techniques in the rural 
areas where it has so far operated well in spite of serious transporta­
tion constraints. Government will continue to use the T&V extension 
approach during the Plan period. Although Government will 
dominance in the administration of the extension system, measures will 
be taken to encourage the private sector to play an increasing role. The 
lead already taken by the companies mentioned above will be extended 
to cover more crops, and to foster firmer linkages between the farming 
communities and agro-industry, Farmers co-operatives and unions will 
also be expected to play their part.

retain

127



s Women are the backbone of farming operations especially in6.77
the rural areas. The informal extension network between rural women 
and the large number of organised women groups has become one of 
the most powerful and dynamic mechanisms for technological change 
in agriculture. In spite of this, past extension efforts have tended to by­
pass women. To rectify this situation, Government will fully incor­
porate informal training, education and extension packages within the 
T&V extension system especially to meet the needs of women. Govern­
ment will also make deliberate and concerted efforts to ensure that 
women play a greater role in agricultural production, mobilisation of 
farm incomes and access to land and other resources. This, however, 
will be done in ways that do not undermine the respective roles of men 
and women in the development of their communities and the whole na­
tion.

i

6.8 AGRICULTURAL RESEARCH AND TECHNOLOGICAL 
DEVELOPMENT

6.78 Productivity in agriculture depends on the application of scien­
tific knowledge in generating improved technologies and in effectively 
applying them to the production system. It is on the basis of these tech- (i 
nologies that the extension service designs the necessary advice and 
production packages for the farmers.
6.79 In Kenya, major breakthroughs in agricultural technology have 
been made over the last 80 years especially with regard to maize, sug­
arcane, wheat, pyrethrum and horticultural crops. Building on these 
past achievements, the main objectives for agricultural research during 
the Plan period will include:

• helping in the production of food and other farm products at 
costs the farmers can afford;

• improving the quality of agricultural products to meet domestic 
demand while competing effectively in the export markets;

• protecting crops and livestock from pests, diseases and other en­
vironmental hazards;

• protecting local and foreign consumers from health hazards aris­
ing from contamination from fertilizers and other agro-chemi­
cals;
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• supporting a productive agricultural sector through environmen­
tally safe and efficient management of the nation’s primary re­
sources, namely: man, soil, water, fauna and flora; and

• helping to raise income levels and hence the quality of life in the 
rural areas, where the majority of the people live, through im­
proved farming techniques and the efficient use of primary re­
sources.

6.80 From a critical survey of Kenya’s agricultural research system 
carried out in 1986, several constraints have been identified that pre­
vent the transfer of research results to the farming communities. First 
is the absence of a comprehensive management system to optimise on 
available human and financial resources. Second is the absence of a 
well defined list of priorities to determine the direction of research, as 
a result of which there has been a proliferation of donor financed pro­
jects with different levels and styles of management and financing. 
Third, there does not exist a system for monitoring and evaluating re­
search projects and hence most projects are continued indefinitely, 
some well beyond their useful lives. Fourth, opportunities have not 
been taken of the existence of trained scientists in the institutes of 
higher learning to fill in gaps in scientific expertise in research stations. 
Similarly, opportunities available at international research centres 
have not been fully exploited to benefit the country. Finally, the re­
search system has been seriously under-funded due to heavy depend­
ence on the Government budget which is increasingly becoming 
constrained.

To meet the objectives set for research and to mitigate the 
identified constraints, Government has taken several steps to revitalise 
the research system which will be further expanded and consolidated 
during the Plan period. First, through the amendment of the Science 
and. Technology Act, all agricultural research activities will be placed 
under the umbrella of the Kenya Agricultural#Research Institute 
(KARI). KARI will, therefore, take responsibility for the network of 
research stations formerly held by the Scientific Research Division of 
the Ministry of Agriculture and the Veterinary Research Division of 
the Ministry of Livestock Development. In its new role, KARI will 
work-out, for Government approval, a research and development pro­
gramme that meets the country’s needs for various types of food and 
cash crops, agro-forestry practices and livestock products.

6.81
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6.9 LAND USE POLICY
Land use policy relates to the system of laws, rules, regulations 

and practices that govern the rights and obligations of land owners 
towards the achievement of the public interest with the aim of ensur­
ing optimal use of available land to meet the needs of the population. 
Kenya’s constitution guarantees the right and security of tenure subject 
to laws and regulations governing usage. Land issues revolve around 
the specifics of land tenure systems, consolidation, adjudication, regis­
tration and the use to which land may be put. These issues exhibit a high 
degree of sensitivity and complexity in Kenya where people have a 
strong affinity to land on which the great majority depends for their sus­
tenance. In order to develop a suitable framework to address them, 
Government will set up an Independent Land Use Commission during 
the Plan period to review questions relating to land and advise on op­
timal land use patterns for present and future generations in various 
agro-ecological zones.

6.82

6.10 IRRIGATION DEVELOPMENT
Irrigation development will make a major contribution 

jwards the attainment of the objectives set in Sessional Paper No.1 of 
986. However, irrigation requires highly specialised agronomic and 
tater management technology. As of 1986, it was estimated that Kenya 

nas an irrigation potential (in the engineering sense) of 500,000 hec­
tares, and about 300,000 hectares amenable to drainage and valley-bot­
tom reclamation. Currently, the area under irrigation covers only 
36,000 hectares of which 12,600 hectares are under public management 
in Bunyala, Kano Plains, Mwea and Bura and some 23,000 hectares 
under private management. Thus the country has been able to utilise 
only 4 per cent of her irrigation potential.
6.84

6.83

In the past, Government policy on irrigation has tended to 
favour large-scale irrigation schemes. However, experience has shown 
that such schemes are expensive to implement and operate thus repre­
senting a serious drain on the economy. On the other hand, small­
holder irrigation schemes based on self-managing groups of farmers 
with technical and advisory support from the Government have proved 
relatively more successful. Such schemes are basically oriented towards 
more employment generation, local food security and increased in­
comes. Owing to their relatively low implementation and operational 
costs, the development of small-scale irrigation and drainage projects 
will be preferred during the Plan period.
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Government will also work out a long-term irrigation develop­
ment strategy which will resolve the conflict between small-scale and 
large-scale irrigation projects taking into account the availability of 
land, water, financial and manpower resources and the need for better 
institutional co-ordination between agencies involved in irrigation 
development. Since one major component of irrigation costs for large- 
scale schemes lies in design, supervision and implementation, a 
vigorous plan of action will be implemented to ensure that in the long- 
run, Kenya will have sufficient trained and qualified manpower to 
handle future irrigation schemes without resorting to costly expertise 
from outside the country. In promoting irrigation, a balance will be 
struck between commercial and subsistence crop production. Irrigation 
of strategic commodities such as coffee, rice and horticultural crops, 
with already assured markets, will be given top priority since they show 
high irrigation/yield potential, which in turn translates into high farm 
incomes and foreign exchange earnings. Studies will be carried out that 
will determine effective and inexpensive irrigation technologies, in­
cluding the utilisation of ram-pumps, small waterfalls, etc. Thus, by the 
end of the Plan period, the total area under irrigation will have been 
expanded to 45,550 hectares as shown in Table 6.4.

6.85
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Table 6.4: Irrigation Development Targets, 1989-93

(Hectares)

1993Targets 199219911989 1990

41,880

3,670

45,550

Present 38,440

3,440

41,880

35,76033,000 34,380

Increment 2,6801,380 1,380

TOTAL 38,44034,380 35,760

6.86 In effecting this expansion programme, priority will be given 
to measures geared to:-
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• establishing operational irrigation units in the districts having 
considerable irrigation potential such as Kisumu, Taita Taveta, 
Elgeyo Marakwet and Meru;

• maintaining training programmes aimed at imparting skills in 
policy formulation, design and implementation to meet the 
needs of irrigation development;

• creating a career structure for professional irrigation staff with a 
view to reducing the current deployment of trained manpower 
to jobs unrelated to irrigation development; and

• encouraging lending institutions such as the AFC, co-operative 
and commercial banks and other financial institutions to seek in­
vestment opportunities in the irrigation sub-sector. The relevant 
Ministries will assist farmers wishing to borrow funds from these 
institutions in project preparation, design and evaluation.

6.11 DEVELOPMENT OF THE ARID AND SEMI-ARID LANDS 
(ASAL)

The arid and semi-arid lands of Kenya comprise more than6.87
four-fifths of the country’s total land surface and carry over 25 per cent 
of the total human population and slightly more than half of the live­
stock population. A majority of the people living in these areas are pas- 
toralists although semi-pastoral and farming communities exist as well. 
Some of these communities are recent immigrants from the more 
densely populated, high potential areas of the country.

;
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6.88 Throughout the colonial period, the development of the ASAL 
areas was given low priority, a situation that persisted during the first 
three post-Independence Development Plan periods. However, by the 
late 1970s, the Government took a major evaluation of the potential 
contribution that ASAL areas could make to the national economy. 
From this evaluation, policy re-orientation gave recognition to the im­
portance of these areas in national development and the need to ac­
cord them special attention considering that:-

• they have substantial potential for development though at higher 
costs than the rest of the country;
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• most of the poorer people live in these areas hence the need to 
improve their living conditions through increased productivity 
and creation of employment opportunities that would enable 
them to equitably share the benefits of development; and

• the increasing problem of soil erosion and environmental de­
gradation, the threat of desertification and the negative con­
sequences of phenomena such as hunger and malnutrition which 
manifest themselves most severely in these areas often calling 
for diversion of public resources to famine relief operations.

6.89 The first step in coming to terms with the development of the 
ASAL areas was the implementation of the Marginal Lands Pre-Invest­
ment Study Project carried out in 1977 whose results were published in 
the 1979 policy paper entitled, The Arid and Semi-arid Lands of Kenya 
- A framework for Implementation, Programme Planning and Evalua­
tion. Since then the ASAL programme has dealt with integrated area 
development projects in Machakos, Kitui, Baringo and Turkana which 
have met with varying degrees of success.
6.90 From experience gained in implementing these area-based in­
tegrated development projects and in view of the new strategy empha­
sising renewed growth as spelt out in Sessional Paper No. 1 of 1986, the 
approach to ASAL development requires restructuring, hence the need 
for Second Generation strategies that will be implemented during the 
Plan period.

a) Objectives for the Second Generation ASAL Programme

6.91 The main objectives of the Second Generation ASAL Pro­
gramme include:

• making available the means of exploiting the important produc­
tion potentials of ASAL resources, thereby contributing signifi­
cantly to incomes, employment and food security goals of this 
Plan;

• reclaiming where damaged and protecting valuable and fragile 
natural environments. These approaches are dealt with in 
greater detail in Chapter 8;

133



I
• generating opportunities for improving the quality of life of pre­

sent and future populations on a sustainable basis; and

• determining ways and means of effecting symbiotic exchange of 
resources and products between ASAL and the high potential 
areas.

6.92 The new ASAL strategy will focus attention on self-sustaining 
innovation and production activities in the small-scale dry-land farm­
ing, irrigated agriculture and pastoral sub-sectors. These will in turn re­
quire support through specific policies and investments in production 
and physical and social infrastructures which will be necessary to over­
come particular operational constraints in ASAL areas.

b) Dry-land Farming Systems Development
ASAL will (hinge? on the continued 

development and demonstration of low-cost outlays of technical pack­
ages through an accelerated Farming Systems Development (FSD) pro­
gramme. This will involve farmers co-operating in on-farm trials and 
demonstrations and receiving free inputs and, where justified, food aid 
in compensation for land and labour opportunity costs. The improved 
packages will be widely demonstrated to generate on-going beneficiary 
demand at local level. For this purpose, promising or proven com­
ponents will include agro-forestry species, new drought resistant maize 
and sorghum varieties - the latter grown on rationing mode for feed and 
as drought period food reserve - grain legumes, root crops and oilseeds. 
Vertically integrated farming systems will be encouraged where they 
provide accelerated access to improved farm incomes. Oxen training 
and supply of ox-drawn equipment including ox-carts for farm-market 
access will be expanded. Soil and water conservation methods such as 
terracing and water harvesting will be integrated within the improved 
farming systems. Enhanced vegetative cover in inter-cropping, relay 
cropping, agro-forestry and organic structure systems improvement for 
water retention such as composting, the 
mulching will also be encouraged.

6.93 The lead activities in

of green manure anduse

c) Pastoral Systems Development

Livestock remains the most profitable way of utilising the ex­
tensive rangelands of ASAL. The viability of the pastoral and nomadic 
systems will be enhanced through improved disease control, range re­
habilitation, production of supplementary feed and food crops using

6.94
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water harvesting techniques and various silvo-pastoral agro-forestiy 
systems. Pastoralists will be encouraged to match livestock numbers 
more closely to wet season and post-drought rangelands carrying 
capacities while reducing these numbers to match combined grazing, 
irrigated fodder and reserve feed supplies in the dry season. In doing 
so, Government will ensure that the role of livestock in the community 
food security systems is strengthened and supplemented in several 
ways. These include reliable food cropping, improved cash returns from 
livestock sales reflecting higher animal quality, and access if all fails, to 
reliable famine relief and post-drought recovery programmes centred 
on state ranches and incorporating breeding stock entitlement and 
food-for-work components. Other specific measures will include:-

• extension of the current foreign donor supported disease control 
rehabilitation projects to all ASAL districts;

• rehabilitation of stock routes, sales yards and quarantine hold­
ing grounds, and generation and better supply of market infor­
mation and provision of weighing equipment to local councils to 
facilitate sale on live-weight basis;

• encouraging the private sector to establish commercial breeding 
and fattening projects initially financed by foreign donor support 
and administered through the commercial banks with the 
specific aim of restocking after drought. The scheme would 
enable livestock owners to negotiate replacement of breeding 
stock at officially posted and guaranteed prices;

• encouraging other specialised businesses to identify and supply 
export markets with processed livestock products. Government 
will encourage the establishment of dressed weight sales and 
chilling facilities at selected market centres;

• rehabilitation of livestock watering points and additional provi­
sion of such facilities intended to reduce range destruction 
caused by concentration of livestock numbers, in consultation 
with the pastoralists;

• examining possibilities for more extensive land use for livestock 
grazing in national parks and reserves or in buffer zones in 
specific ecological contexts. The Government will review ar-

.
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rangements for direct allocation to local residents of a share of 
revenue generated from wildlife-based tourism consistent with 
the strategies spelt out in Chapter 8; and

• promotion of bee-keeping. Bee-keeping can increase incomes 
for residents of ASAL areas who have little or no land or live­
stock. Recent experience indicates that modern bee-keeping is 
particularly suited to women groups and will thus be initiated 
with lessons from traditional bee-keepers being carefully assimi­
lated. The Government’s long-term objective is to expand the 
export of processed honey considerably. Examination of poten­
tial markets for the products of bee-keeping will, therefore, be 
carried out. The private sector will be encouraged to promote 
the development of the local industry to produce and sell bottled 
mead. In order to promote honey production, a joint venture 
company will be established involving the DFIs and the private 
sector. The DFIs will ultimately sell their equity in the company 
to the bee-keepers when the company becomes a viable going 
concern.

i
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d) Small-scale Irrigation Development in ASAL
6.95 There has been a long history of successful low-cost small-scale 
irrigation schemes in ASAL areas extending back to the pre-colonial 
era. However, in recent years, pre-occupation with the development of 
large-scale irrigation schemes in the country has caused these past 
achievements to be ignored. When new schemes are proposed for the 
ASAL areas, the basic approach will be to adapt accessible irrigation 
technology to the needs of smaller units. New irrigation schemes of this 
kind, rehabilitation of older ones and improved maintenance of irriga­
tion works will be accorded high priority. These approaches will, 
however, be applied in the larger multi-purpose context of the long­
term river basin development plans.
6.96

v

More efficient use of water for agricultural production in 
ASAL areas will be secured by water-harvesting techniques of all kinds 
in areas far from river basins. The higher rainfall portions in arid areas 
will adopt the development of various water conservation structures 
especially the integrated network of drains and small dams constructed 
through food-for-work and Harambee labour, to provide high pay-off 
supplementary irrigation water. In the lower rainfall areas, new tech-
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niques including the triangular and trapezoidal bands often referred to 
as the Kitui Ridges will be applied where appropriate.
6.97
have so far not been utilised to any significant extent in the ASALareas. 
Government intends to intensify groundwater exploration in these 
areas which, when discovered, will enable the production of high-value 
crops such as cotton, horticultural crops, fruits, etc. Technology is al­
ready available for the economic delivery of water to plants which make 
effective use of the restricted supply of ground water in the form of drip 
irrigation. This technology will require to be suitably modified for cost- 
effectiveness and to avoid the salination problem that tends to be com­
mon in these areas. Other problems relating to irrigation development 
in the ASAL areas are discussed in Chapter 8.

e) Institutional Arrangements for ASAL Planning and 
Management

Even where potential is known to exist, groundwater resources

Since the initiation of the ASAL programme in 1979, activities6.98
in these areas have been co-ordinated by the Rural Planning Depart­
ment of the Ministry of Planning and National Development. While 
funding for major projects and programmes has remained with line 
Ministries, the contributions to ASAL development through the RDF 
and through the Micro-projects scheme operated by the ministry have 
been significant. Over time, the Rural Planning Department has 
evolved as the focal point for the planning and co-ordination of the pro­
grammes in ASAL. This evolution has been further extended within the 
context of the District Focus for Rural Development Strategy. Effec­
tive administration of the ASAL programmes will be part and parcel of 
that strategy within which diverse needs and the imbalances in the pro­
vision of Government services will be addressed in the context of the
DDCs.

A large number of donor-funded area-based projects are cur-6.99
rently on-going, the great majority of which have had a life time of three 
to five years. At the same time, some districts have not yet received any 
funding. This situation has resulted in piece-meal treatment of the 
ASALareas which has occasioned considerable difficulties in manage­
ment and co-ordination. The Government intends, therefore-, to set up 
a Special ASAL Development Fund into which multi-donor/GOK fund­
ing will be channelled. Use of the fund will, however, be weighted 
directly in favour of productive investment combined with en­
vironmental reclamation and protection measures and supporting in­
frastructures. The districts will bid for allocations under the fund for
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specified and integrated activities reflecting the viability of the pro­
posals, the level of implementation and the effectiveness of previous 
allocations. This will facilitate the generation of genuine beneficiary 
demand for the proposed activities and projects.
6.100 The Ministry of Planning and National Development will re­
tain and further enhance the capacity for development, design and ex­
ecution of the AS AL projects. Some larger projects such as trunk roads, 
large dams, etc. will, however, be left to the individual Ministries con­
cerned. The ASAL fund will also support a mobile extension training 
team as well as a planning and management service team. For the tech­
nical and specialised skills in project design and implementation, the 
Ministry of Planning and National Development will tap manpower re­
sources from other Ministries.

00-
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CHAPTER 7

INDUSTRIAL AND COMMERCIAL DEVELOPMENT

7.0 INTRODUCTION

The development of the industrial and commercial sectors will 
be accorded high priority during this Plan period. Hitherto, these sec­
tors have played a key role in achieving fast rates of growth in the 
economy but have been faced with various challenges which have ne­
cessitated major restructuring of policy and the institutional frame­
works necessary to enable the sectors to meet these challenges. This 
restructuring will be undertaken during the Plan period.

In effect, policies will be designed to create the incentives nec­
essary for the emergence of the commanding heights of the economy 
in fulfilment of Kenya’s industrial development vision and strategy. 
This strategy will curve out an industrial path in iron and steel, includ­
ing billets, tool-and-die and machine parts; biotechnology, including 
fertilizers, agricultural chemicals, pharmaceutical and medicinal pro­
ducts; high technology, including computers and telecommunications 
equipment; various agro-based industries and small-scale industries.

The industrial and commercial sectors combined have wit­
nessed fast growth with their share of overall GDP increasing from 8 
per cent in 1963 to over 26 per cent in 1987 at constant 1982 prices. This 
impressive performance resulted from the industrial strategy of import 
substitution propped up by high protective tariff walls and administra­
tive controls adopted at Independence. This strategy has resulted in 
considerable lowering of the country’s dependence on imported con­
sumer goods. Thus the percentage share of consumer goods in total im­
ports fell from 27 per cent during the 1960s to only 6.4 per cent during 
the period 1980-87. The policy of import substitution in consumer 
goods has, therefore, served Kenya well. The next phase of our in­
dustrialisation will be spearheaded by a strategy of export promotion 
of consumer and intermediate goods while at the same time laying the 
base for the eventual production of capital goods. These twin aspects 
of the new phase of industrial development will require new and heavy 
capital investment.

7.2

7.3
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This Chapter addresses the objectives and strategies required 
for the effective development of industry and commerce, and the struc­
tural adjustment measures that will be implemented during the Plan 
period. It also outlines measures for the promotion of export trade and 
the development of core industries to generate the required develop­
ment thrust. Finally, the Chapter develops the case for small-scale en­
terprises and the measures that will be taken to promote them during 
the Plan period in recognition of their pivotal role in low-cost em­
ployment and income generation.

7.4

7.1 OBJECTIVES FOR INDUSTRIAL AND COMMERCIAL 
DEVELOPMENT

7.5 In the context of Sessional Paper No.l of 1986 on Economic 
Management for Renewed Growth, the development of the industrial 
sector occupies the second priority position after agriculture. While ag­
riculture will be the base for overall growth, employment and foreign

rchange generation, the industrial and commercial sectors will be the 
nain engines for faster growth. In this respect, the development pro­
posals outlined in Chapter 5 on Spatial Dimensions will serve to pro­

vide positive externalities that will make investments in these sectors 
less costly, less risky and more profitable.
7.6 Kenya’s industrial and commercial policies have run into 
numerous structural problems since the late 1970s which now need ad­
dressing if the sectors are to meet the challenges ahead. First, in plac­
ing too much emphasis on consumer goods substitution, there were no 
commensurate incentives for the development of intermediate and 
capital goods. This has led to greater demand for foreign exchange re­
sources by these sectors in disproportion to other sectors.

Second, the import substitution industrialisation strategy, 
though successful in serving its intended objective, worked to make 
capital relatively cheap compared to labour and other potential domes­
tic inputs, so that entrepreneurs were able to establish capacities far 
greater than the domestic markets could cope with. The collapse of the 
East African Community in 1977 further exacerbated the excess capac­
ity situation. The level of new investment has declined dramatically in 
real terms from a figure of K£ 156.8 million in 1978, to K£ 63.9 million 
in 1985 rising only to a modest K£ 90.9 million in 1987.
7.8 With relatively high levels of effective protection in the domes­
tic markets, the industrial and commercial sectors have become pro­
gressively inward oriented as many local firms have been able to reap

;!

7.7
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high profits in the domestic market while operating at low levels of 
capacity utilisation. Under the circumstances, such firms see no reason 
to take the risks inherent in the external export market. Industry and 
commerce have, therefore, become a major drain on foreign exchange 
resources generated mainly from agriculture and tourism. To the ex­
tent that opportunities for further expansion of import substitution for 
consumer goods are clearly diminishing, the potential for expansion 
must lie in production for export.

Lastly, in an effort to promote industrial and commercial ac­
tivities in key strategic areas, Government had established numerous 
parastatals. As of 1985, these entities accounted for 8 per cent of GDP, 
55 per cent of public sector capital formation, 31 per cent of public sec­
tor employment and 15 per cent of modem sector employment.
7.10 To solve the problems outlined above, the set of objectives that 
will be pursued to revitalise industry and commerce in meeting the tar­
gets set out in Chapter 3 of this Plan are discussed below.

a) Growth

7.11 The overall growth rate for this Plan period is targeted at 5.4 
per cent per annum. In contributing to this growth, industry and com­
merce are targeted to grow at 6.7 per cent per annum. Both these 
growth rates are lower than those projected in Sessional Paper No. 1 of 
1986 due to the difficult economic environment foreseen during this 
Plan period. To ensure the attainment of the targeted growth rate, in­
centives will be provided to attract new investments in order to increase 
both the available capital stock and levels of capacity utilisation for 
greater efficiency and higher returns to new and existing capital. With 
the scarcity of capital resources likely to be at our disposal, the efficient 
use of labour at low capital costs will be strongly promoted. In line with 
the target growth rates set out in Chapter 3, the projected growth of in­
dustrial output by sub-sectors is indicated in Table 7.1.
7.12 To promote rapid growth in these sectors, labour and capital 
available will have to be highly productive and new investments will 
take into account the productivity of labour and capital. To the extent 
that the private sector has proved more efficient than the parastatals in 
some industrial and commercial activities, Government will reduce its 
direct involvement in such activities and provide market-based incen­
tives to guide private sector investment to areas of highest productiv­
ity. To achieve this objective, taxes, prices, wages, interest rates, profits 
and trade and tariff policies will be restructured and rationalised.

2

7.9
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Table 7.1: Projected Industrial Output by Sub-sectors
(K£ Million)

1987 1989 1990 1991 1992 1993SUB-SECTOR

Food Processing 
Beverage & Tobacco 318.7 
Textile & Clothing 309.9 
Leather & Footwear 58.5 62.4 66.6
Paper & Wood 

Products 
Plastics &

Pharmaceuticals 
Basic Chemicals 
Cement & Glass 
Iron & Steel 
Electrical &

Transport 
TOTAL

2,423.7 2,586.1 2,759.4 2,944.2 3,141.5 3,352.0
340.0 362.0 387.1
330.7 358.9 376.5

71.17 76.0

413.1 440.0
401.8 428.7

80.9

137.1 136.3 156.1 166.5 177.7 189.6

130.0 138.7 148.0 157.9
112.0 119.5 127.5 136.1

168.5 179.8
145.2 154.9

8.1 8.7 9.3 11.39.9 10.6
369.7 394.4 420.9 449.1 479.2 511.3

234.0 249.7 266.4 284.3 303.3 323.6
4,101.7 4,366.5 4,675.1 4,982.7 5,316.7 5,672.1

b) Employment
;

7.13 The importance given to the industrial and commercial sectors 
also derives from their contribution to the employment objective. In 
line with projected employment targets set out in Sessional Paper No. 1 
of 1986 and more specifically with targets set out in Chapter 3 of this 
Plan, modem sector employment is expected to grow at 4.4 per cent 
per annum rising from 1.37 million in 1988 to 1.7 million by 1993. Em­
ployment in manufacturing alone is projected to grow at 4.6 per cent 
per annum rising from 177,000 in 1988 to 222,000 by 1993. Employment 

J l? commerce and trade is expected to grow at 7.0 per cent per annum, 
rising from 109,000 in 1988 to 153,000 by 1993.
7.14

!
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Pe rapid growth of the industrial and commercial sectors is 
expected to expand the domestic market for goods and services, thus 
leading to higher incomes and increased employment opportunities in 
all sectors of the economy. With rising efficiency and the employment 
of more labour absorbing technologies, these sectors will be capable of 
employing more workers as output rises. Existing industries currently

!
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operating at less than full capacity will be encouraged to employ more 
people to reach full capacity utilisation without the need for investing 
additional capital. Priority attention will, however, be accorded to the 
promotion and development of labour-intensive small-scale enter­
prises in both the urban and rural areas.

c) Export Orientation
7.15 As already indicated above, one of the most serious problems 
faced by the industrial and commercial sectors is their inward orienta­
tion. It is, therefore, clear that achievement of the target growth rates 
set for sectors must hinge on the rapid expansion of production for ex­
port. Industry and trade will make a major contribution toward the sta­
bilisation of the balance of payments position. This will be achieved 
through increased direct foreign exchange earnings from exports and 
by lowering demand for imports of manufactured goods. For this to 
happen, development and utilisation of domestic raw materials must 
be encouraged. Increased investment by Kenyans in other countries 
will also be actively promoted.

d) Diversification
7.16 Historically, Kenya has depended on agricultural sector ex­
ports for foreign exchange earnings. This dependency on primary com­
modity exports whose prices are unpredictable results in unfavourable 
terms of trade and serious problems in the management of the balance 
of payments. Overall, therefore, Government is determined to attain 
effective diversification of the export base through the promotion of 
non-traditional exports. In this regard, the industrial and commercial 
sectors will, by increasing their export potential, contribute to this di­
versification strategy. Furthermore, these sectors are expected to help 
in the processing of agricultural commodities before exportation so as 
to increase the level of value-added retained within the economy. Dis­
persion of industrial and commercial activities away from major urban 
areas to smaller towns and rural centres in line with the Rural-Urban 
Balance Development Strategy will also play a useful role in meeting 
the diversification objective.

i
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72 STRATEGIES FOR INDUSTRIAL AND COMMERCIAL 
DEVELOPMENT

a) Improved Information
A fundamental prerequisite for the effective encouragement 

of further investment in the industrial and commercial sectors will be 
to ensure that public policies and strategies are clearly stated, trans­
parent and consistently applied. To achieve this goal, Government will 
publish widely information on procedures for the establishment of in­
dustrial and commercial concerns, laws and regulations that govern 
trade and manufacturing, tax concessions and rules relating to business 
practices both at home and abroad. First, the provision of both the For­
eign Investment Protection Act (FIPA) and the Restrictive Trade Prac­
tices, Monopolies and Price Control Act will be widely publicised 
through the Investment Promotion Centre (IPC), which will provide 
investors with a focal point for obtaining the necessary information. 
The brochure already prepared explaining the operations of the “One- 
Stop-Office” of the IPC will be widely circulated. Second, the role of 
the Kenya External Trade Authority (KETA) will be re-examined with 
a view to making it more effective in providing market information to 
prospective investors. Third, the Ministry of Information and Broad­
casting will run programmes which will disseminate information on in­
vestment opportunities, the status of input and product markets and 
various economic indicators relevant to the promotion of industrial and 
commercial development.
7.18

7.17

5

In addition to the above, the Ministry of Foreign Affairs and 
International Co-operation will play a greater role in disseminating in­
formation to the world community on industrial and commercial invest­
ment potential in Kenya. Government will, therefore, take steps to 
strengthen the offices of Commercial and Economic Attaches abroad, 
by providing more funds, staff and facilities where necessary for the 
gathering and dissemination of information in foreign countries to pro­
mote Kenyan exports abroad and encourage foreign investors.

b) Enabling Environment
7.19 Revitalisation of the industrial and commercial sectors will re­
quire a clear understanding of the broad monetary and fiscal policy 
framework outlined in Chapters 3 and 4 of this Plan, the prices and 
wages pollaes and the tax system. The establishment of a conducive cli­
mate for bom domestic and foreign private investment will be achieved 
by pragmatic, flexible and dynamic economic management backed by 
stable economic and political conditions. Government will aim at creat-

/
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ing an enabling environment through greater reliance on market-based 
incentives and less through regulatory structures for directing private 
sector resources to areas that will benefit the greatest number of Keny­
ans. Government will also progressively shift away from involvement 
in industrial and commercial concerns that are better suited to the pri­
vate sector, except in cases where such concerns are deemed to be of 
strategic importance.
7.20 In furtherance of the above aims, Government had during the 
1988/89 Budget removed price controls on a broad range of commodi­
ties to allow market forces to determine cost-price relationships in the 
economy. This approach will be maintained during the Plan period. 
Government will also strive to maintain the good industrial relations 
established in the country which allow for progressive adjustments in 
wages to take account of the effect of inflation and productivity in­
creases using Wages Guidelines applied through arbitration by the In­
dustrial Court. The Wages Guidelines will be employed to encourage 
investors to adopt labour-intensive methods of production. In addition 
to lowering effective rates of protection and encouraging greater use 
of local materials, the exchange rate will be managed at levels that will 
make Kenyan producers progressively more competitive.
7.21
rates and at high enough levels to encourage those investments that 
make the most efficient application of scarce capital resources and re­
ward the use of more labour per unit of capital invested. The rates will 
also be used to promote monetary stability and economic growth.

c) Profit Maximisation
7.22 The primary aim of private investment is to generate profit. 
Government will, therefore, create an environment within which both 
domestic and foreign investors can make a profit without compromis­
ing the interests of the nation. Developments in spatial dimensions 
coupled with broad fiscal, monetary and pricing policies will be used to 
create an environment where other than normal risks are reduced, pro­
ductivity of capital enhanced and, within acceptable safeguards, prof­
its maximised.

u

d) Technological Development
7.23 A dynamic and self-reliant industrial sector will to a large ex­
tent depend, inter alia, on the natural and human resource endowments 
of the country. Government will, therefore, strengthen industrial re­
search activities in order to identify the potential uses of these re-

Govemment will also maintain interest rates above inflation
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sources, develop indigenous talents and technologies and assist in the ' 
acquisition, adoption and assimilation of foreign technologies. To this 
end, adequate resources will be provided to the Ministries of Research, 
Science and Technology and Technical Training and Applied Tech­
nology for the promotion of basic and applied research in areas of pri­
ority to the nation. Commensurate support will be given to national 
research institutes and, in particular, the Kenya Industrial Research 
and Development Institute (KIRDI) in furtherance of industrial re­
search. Priority attention will be accorded to research activities that 
promote the use of domestic resources and which are relevant to the 
development of small-scale enterprises and other strategic industries.
7.24
the adoption and localisation of technologies from abroad, Govern­
ment will review the current system of registration of patents and in­
dustrial designs, formulae and processes. This will facilitate the 
promulgation of a patent law that allows for easy access to foreign tech­
nologies no longer protected under international conventions while at 
the same time protecting Kenyan originated inventions. A National 
Technological Development Award scheme covering patentable inven­
tions and utility models will be launched to provide incentives to 
Kenyan inventors.

To the extent that international conventions limit progress in

:

73 POLICY RESTRUCTURING FOR INDUSTRY AND 
COMMERCE

7.25 In view of the problems and constraints that have emerged in 
the industrial and commercial sectors over the last decade and a half, 
the revitalisation of these sectors to meet the objectives and goals set 
herein requires comprehensive restructuring of policies and pro­
grammes. The past industrial and commercial development strategies 
that depended heavily on administrative controls, high protective tariff 
walls and price controls led to dampened competitiveness and struc­
tural inefficiencies. In the revitalisation programme, the Government 
is committed to the policy of broad-based liberalisation.
7.26 Comprehensive studies are prerequisite to the acquisition of 
the necessary data and information for the management of industry in 
Kenya. In the past, non-Kenyan consultants have been called upon to 
do a one-time analysis of selected industries. As a result, the country 
has been unable to retain such data and information for effective insti­
tutional capability building. There is, therefore, need to carry out in­
dustrial and commercial sector studies on a systematic basis so as to 
cover multi-year adjustments in strategies and policies that affect effi-
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ciency in these sectors. Avoiding continued unnececstm, ; 
alytical skills in this area will lead to continuity imDnL»mP°7 °! 3l'

ants and other experts to the extent possible will develoD a JiHp Woi 
base of industrial expertise. F 10cal
7.27 To make data and information availablepolicy decisions can be made regarding the restructuri^and liberal­
isation of the industrial and commercial sector policies and strategies 
Government will establish a permanent capability within the Ministry 
of Planning and National Development to initiate and co-ordinate the 
required studies. In particular, an Industry and Trade Analysis Unit will 
be established within the Ministry to be responsible for the acquisition 
and building of the required analytical skills to bring to bear the neces­
sary decision criteria on a continuous basis.

a) Price Liberalisation
A major disincentive to investment has been the overwhelm-7.28

ing impact of price controls. While price controls are justifiable as a 
means of protecting the consumer, this objective cannot be achieved if 
the price control system leads to shortages, low profits and in-built un­
certainties. Consequently, Government has lifted price controls on 
various items in the General List retaining only twelve items in the 
Specific List namely: (i) charcoal, (ii) salt, (iii) maize and maizemeal, 
(iv) sifted maizemeal, (v) milk, (vi) fats and edible oils, (vii) bread, 
scones, and buns, (viii) wheat flour, (ix) tea, (x) rice, (xi) sugar and (xii) 
beer and stouts.
7.29 The removal of price controls, however, has its dangers if 
markets are controlled by monopolistic firms. To guard against this sit­
uation, Government has published the Restrictive Trade Practices, Mo­
nopolies and Price Control Act (1988). The new Act which replaces t e 
Price Control Act will guard against monopoly and collusion m price 
fixing, and the control of markets by large firms against the _sma e 
ones, factors which tend to kill the competitive spirit that the Govern
ment is determined to foster in the economy. Furthermore, while tne=
Act allows for market forces to determine prices, the Treasury wi 
tain the power to fix prices in cases where their setting by p 
may contravene the provisions of the Act. To implement th p 
of the Act, a new Monopolies and Prices Commission has been^set up 
the Ministry of Finance to take over the functions of the Depart 
of Price Control. Its main function will be to encourage compe
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the economy by monitoring activities in restraint of free trade and en­
forcing rules prohibiting such practices. Tolguarantee justice and fair 
play in the application of the Act, a special tribunal is provided for to 
arbitrate where conflicts of interest occur or where the powers of the 
Commissioner, under the Act, are alleged to have been exceeded.

b) Import and Tariff Regime Restructuring
The current import policy based on high tariffs and quantita­

tive restrictions typified by import licensing and foreign exchange 
rationing is too restrictive to allow for competition. The high rates of 
protection have been maintained even where they are evidently redun­
dant Government will therefore continue, during the Plan period, to 
make a comprehensive review of the Tariff structure with a view to 
lowering tariff rates generally and to achieve equitable levels of effec­
tive protection.

7.30

To provide an effective strategy for liberalisation of imports, a 
continuous review of the import licensing schedules in the “Red Book” 
will be made to complete the restructuring exercise started during the 
last Plan period. As at the end of 1987, the import schedules had been 
revamped into the following three main categories:
Schedule 1: This schedule contains mainly high priority capital 

goods, raw materials and intermediate inputs with rela­
tively few problems of identification or erroneous in­
voicing. These will be handled with dispatch.

Schedule 2: This schedule contains those items of relatively high pri­
ority which require Ministerial or Government Agency 
approval prior to granting of licence. These approvals, in 
general, will be granted subject to meeting certain tech­
nical criteria.

7.31

Schedule 3: Items in this schedule are further categorised into three 
groupings:-

Schedule 3A: This category contains items that are in many ways sim­
ilar to those in Schedule 1 but also includes some final 
goods which will be subject to tariffs rather than admin­
istrative controls for protection. Several of these items 
exhibit problems of identification or erroneous invoicing 
which might slightly delay the granting of licence.

Schedule 3B: This category contains lower priority goods which should 
be able to compete with imports which enter relatively
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freely subject to tariffs rather than controls. Some of 
these items require prior approval by a Ministry or 
Government Agency.

Schedule 3C: This category contains those items for which Govern­
ment will continuously review the desirability of impor­
tation. Some of these items require prior approval by a 
Ministry or Government Agency while others are either 
undesirable or of such low priority as not to deserve al­
location of scarce foreign exchange. Locally produced 
goods within this category may be strategic or those 
which would require a longer period of non-tariff pro­
tection before being exposed to tariff protection alone.

Prior to the 1988/89 Budget, there were 23 different ad valorem7.32
tariff categories ranging from 10 to 170 per cent plus a number of 
specific duties and a duty free category. These classifications were com­
plex and without any economic justification. The process of putting in 
place a uniform tariff structure was outlined during the Budget Speech 
which provided similar effective rates of protection to all firms and in­
dustries so as to achieve efficiency and equity in the economy. The tariff 
structure reforms will take into account their effects on Government 
revenues, effective levels of protection, balance of payments and the 
impact on the taxation structure generally. In the early stages of liber­
alisation, Government will institute legislation to protect those in­
dustries that may be exposed to dumping malpractices.

c) Exchange Rate Management

7.33 The high demand for foreign exchange arises from the need for 
inputs to fuel the growth of industry and agriculture. This demand puts 
great pressure on the available limited foreign resources. To moderate 
this demand and thereby relieve the pressure, Government will move 
towards market-based programmes as a means of rationing while 
gradually reducing the use of controls and licensing. Two market-based 
programmes which will continue to be operated are the use of managed 
floating exchange rate and a rationalised tariff regime. The long-term 
goal will be to use exchange rate management as the major instrument 
for regulating imports. In this context, therefore, the value of the Shil­
ling will be maintained at realistic levels in relation to the major trad­
ing currencies with the aim of establishing Kenya’s competitiveness in 
world markets. Import substituting manufacturers whose operations 
result in net foreign exchange savings will benefit from this policy of 
flexible exchange rates, while those whose foreign costs are close to
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their foreign exchange savings will not. The restructuring of the 
economy towards industrialisation is heavily dependent on those in­
dustries accessing export markets competitively. While general export 
incentives are dealt with below, the exchange rate policy which ration­
alises imports will at the same time benefit Kenyan-based exporters and 
the tourist industry.

d) Corporate Income Tax Policy
734 Recent studies have indicated that Kenya’s effective rates of 
taxation are relatively high vis-a-vis those of other developing countries 
with outward looking export-oriented industrial and commercial 
development strategies. This results from the rather limited allowances 
previously permitted on initial investments and depreciation rates. 
However, relief was given by the 1988 Finance Act on foreign exchange 
fluctuations which tended to act as a disincentive to foreign investors 
as they affected debt repayments for foreign loan commitments. In view 
of the need to attract more capital from abroad for industrial develop­
ment, Government will carry out a comprehensive review of the cor­
porate income tax structure with a view to making it sufficiently 
attractive to foreign investment capital.
7.35 However, to give additional boost to rural investments, new 
facilities located outside Nairobi and Mombasa will continue to enjoy 
various remissions on the cost of plant and machinery, thus dramati­
cally reducing income taxes in the early stages of the projects. Specifi­
cally, investment allowances for rural-based manufacturing projects 
will be maintained at 60 per cent to encourage investment in these 
areas.

i

5■
e) Financial Restructuring

7.36 As indicated above, the Government is seriously concerned 
about the declining trends in investment in industry since 1978. To the 
extent that manufacturing and commerce are expected to make major 
contributions to the achievement of growth and employment objectives 
during the Plan period, it will be crucial that this trend is reversed 
through strategies that attract both domestic and foreign capital. The 
impacts of the incentive structures presented above and of export pro­
motion are, therefore, expected to lead to increased flow of investments 
in industry and commerce enabling these sectors to grow at 6.7 per cent 
per annum, with their contribution to GDP rising from a figure of K£ 
90.9 million in 1987 to K£ 100.92 million in 1993 at constant 1982 prices. 
This projected level of investment will be required in order to replenish
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the capital stock eroded over the last decade and to create new invest­
ments especially in export-based manufacturing reflected in Table 7.2.

Table 12: Projected Level of Investment in Manufacturing Sector (Constant 
1982 Prices)

(K£ Million)

Other Transport Machinery 
Construction Equipment

Buildings TotalYear

0.32 2.161987 12.27 76.18 90.93
0.31 2.20 92.52

94.14
1988 12.49 77.42

0.32 2.241989 12.71 78.87
2.27 95.791990 0.33 12.93 8026

81.661991 0.34 2.31 13.15 97.46
1992 0.34 2.35 1339 83.09 99.17

100.9284.550.34 2.401993 13.64

The projected levels of investment will require a restructured7.37
financial environment exhibiting several important features. First, by 
reducing its borrowing from the local financial system, Government 
will create a pool of financial resources that commercial banks and non­
bank financial institutions can invest in industrial, commercial and 
other activities. Second, the Capital Markets Development Authority 
will foster an orderly capital market through which enhanced financial 
intermediation can take place, facilitated by an effective stock exchange 
system in which the market for long-term savings and loans can be 
developed and broadened. Third, as was announced during the 1988/89 
Budget Speech, foreign-owned companies will continue to have access 
to local financial markets in proportion to their levels of Kenyan equity 
ownership and also to borrow locally up to amounts required for cus­
tom duties clearance on imported capital equipment.

/

7.38 In addition to the above, Government will remove existing con­
straints to the inflow of foreign capital. Apart from specific guarantees 
existing in the Kenya Constitution, the recently reviewed Foreign Invest­
ment Protection Act will improve on the nature of such guarantees to
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ensure that foreign investors can repatriate their incomes and capital 
on agreed terms and will thus be protected from losses arising from 
depreciation of the Kenya Shilling. New equity holdings in selected 
growth and export promoting industries can now be legally stated in the 
investors preferred currency.
7.39
outside Kenya will nevertheless be required to be invested under 
“Blocked Accounts” for at least five years in selected Government Se­
curities but they will now be able to earn market rates of interest before 
transfer.

Proceeds from the sale of foreign assets intended for transfer

f) Ownership Restructuring in Industry

7.40 Industrial and commercial development in Kenya portrays two 
important features with respect to ownership. First, from the early years 
of Independence, Government has deliberately pursued policies of in­
volvement in productive activities in areas considered strategic to the 
promotion of local control of the commanding heights of the economy. 
Through this strategy, Government has directed considerable capital 
resources into parastatals and public sector enterprises. As of 1987, 
direct Government investments in industrial and commercial firms or 
through publicly owned Development Finance Institutions dominated 
the whole economy in terms of share in GDP, capital invested and mod­
em sector employment. Second, since Independence, priority was ac­
corded to industrial and commercial development with no distinction 
in ownership as between foreigners and Kenyans. In terms of turnover, 
the manufacturing and trading activities of non-indigenous Kenyans 
who make up less than 2 per cent of the population now constitute more 
than 65 per cent of the total.

Government’s intention to tackle these two problems should 
be understood in terms of efficiency in the use of resources, the need 
for its reduced involvement in activities that are not strategic in nature 
and the need for equitable distribution of the benefits of growth and 
development to all communities across the nation.
7.42

|i

7.41

As of 1986, there were about 103 state corporations in manu­
facturing and commercial sectors which were either fully or partly 
owned by the Government either directly, or through the Development 
Finance Institutions such as the Industrial and Commercial Develop­
ment Corporation (ICDC), the Industrial Development Bank (IDB) 
and the Development Finance Company of Kenya (DFCK). Recent ex­
periences show that some of these entities are inefficient, poorly man-
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aged, unprofitable and a burden on the tax payer on account of heavy 
budgetary subsidies made to them year after year.
7.43 Continued involvement in these entities by Government is no 
longer justifiable on economic grounds and had been called to ques­
tion as early as 1982 by the Presidential Working Party on Government 
Expenditures. Following the recommendations of the Working Party, 
the Presidential Task Force on Divestiture of Government Investments 
was appointed whose report will be published during the first year of 
the Plan period indicating the direction that divestiture will take. 
However, as has already been stated, Government will drastically re­
duce its direct involvement in industrial and commercial activities. 
Divestiture will, however, be carried out through the capital markets 
system. The Capital Markets Development Authority will provide 
guidelines on how shares and stocks in parastatals will be sold to the 
general public through the Stock Exchange System. Divestiture will 
also present a unique opportunity for Kenyanisation of these enter­
prises by giving a majority of shares to the local people.
7.44 Although after more than two decades of Independence con­
siderable progress has been made in the Kenyanisation of agriculture 
and the management of public sector activities, most Kenyans are still 
unable to participate in the ownership and control of large-scale in­
dustrial and commercial enterprises which accounted for over 20 per 
cent of total modem sector GDP in 1987. However, it is universally ac­
cepted that to maintain economic and political stability in any country, 
a significant portion of investments should be in the hands of its nation­
als. The thrust of the Kenyanisation strategy is, therefore, to increase 
the participation of local people in various activities of the economy. It 
does not imply denying non-Kenyans effective participation in the 
economy. On the contrary, it is consistent with the need to enhance en­
trepreneurial development and expanded investments in the country. 
In this process, equitable distribution of national income will be assured 
as well as the welfare of the majority of the people. In addition, Keny­
anisation by improving the purchasing power of the general populace 
will serve to expand market opportunities for increased investments 
from abroad. It will be one way through which nationals will graduate 
into the competitive system where they can participate on an equal foot­
ing with non-Kenyans.

I
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7.4 PROMOTION OF EXPORT TRADE

As has already been observed, manufacturing for export has 
not done well in Kenya in the past. The industrial and commercial sec­
tors have in fact been the major users of foreign exchange resources 
generated from other sectors, particularly agriculture. The inward­
looking orientation has led to inefficiencies and lack of competition. 
Local industries have found it more profitable to sell in the domestic 
market rather than in foreign markets, since the export market entails 
greater exposure to risks, stiffer competition, more stringent quality re­
quirements and a more demanding marketing drive. Government will 
widen the^scope for manufacturers and other businessmen to expand" 
their activities in the export market through provision of a wide range 
of incentives. The range of incentives envisaged during the Plan period 

- is discussed below. ^

7.45

\v 'X ( A r \ On
a) Export Processing Zones (EPZs)

7.46 An EPZ comprises an earmarked area, either near an airport 
or a seaport provided with various physical, communications and serv­
ice facilities and customs offices. The entire production from the zone, 
however, remains strictly for the export market. An Inter-ministerial 
Committee will be set up during the first year of the Plan period to work 
out details for the establishment of such facilities starting initially with i 
those earmarked for Nairobi’s Jomo Kenyatta International Airport"1 
and the Port of Mombasa. Details for the establishment of the EPZs 
will be worked out during the first half of the Plan period.

\

b) Manufacturing-Under-Bond
7.47 l^Manufacturing-Under-Bond will, however, be the backbone of \ 

our export strategy. This programme will offer exporters potential for \ 
simplifying^the steps that must be followed in obtaining imported in- - 
puts and moving products to export markets. The scheme, which was 
worked out during the 1987/88 financial year, will allow imported in­
puts free of duty and local purchases free of sales taxes provided the 
eligible production facility is licensed entirely for export production. 
Although since its announcement not many firms have made use of the \ 
facility, Government is confident that many prospective industrialists J 
will take up the challenge during the Plan period. The country will 
benefit from increased inflow of foreign exchange resources as well as 
employment and acquisition of enhanced skills by Kenyans.

A
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c) The Green Channel Scheme

Unnecessary delays experienced in obtaining foreign exchange 
by exporters for the purchase of necessary inputs have been a serious 
constraint to the expansion of exports in Kenya. Government, by estab-i 
lishing the Green Channel Scheme and in the spirit of liberalisation, will> 
foster dispatch in the handling and processing of the relevant docu­
ments to facilitate timely delivery of export orders. The Scheme will 
simplify and speed up steps required to receive administrative ap­
provals for import licenses and foreign exchange releases. The already 
established Inter-ministerial Committee chaired by the Ministry of 
Commerce will provide the guidelines for the full-fledged operation of 
the Scheme. It essentially consists of the utilisation of green forms and 
folders which are easily distinguishable and which are thus dealt with 
expeditiously at all stages of processing.

7.48

d) Export Compensation Scheme
7.49 The Export Compensation Scheme established in 1974 had the 
basic aim of giving incentives to exporters generally and of helping m- 
the promotion of manufacturing for external markets. However, ex­
perience with this scheme over the years indicates that it has not re­
sulted in significant expansion of exports. Numerous-problems.have 
emerged ranging from delays in processing and payment of claims, ab­
sence of clear eligibility criteria, taxation of such payments and its open­
ness to abuse. Due to shortages offunds allocatedby Government for 
the scheme and the difficulties enumerated above, it turned out that 
over 50 per cent of the payments made between 1980 and 1986 went to 
two major exporters who because of their established position would 
have continued to export anyway, even without the schemq^Govemz. 
ment will improve on the system by setting up a three-stage duty-draw­
back facility providing for the remittance of import duties on the actual 
value of imported inputs for the manufacturing of exports within one 
month. J

7.50 The above action will be accompanied by-restructuring of the 
administrative machinery to ensure prompt documentation, processing 
and payments. To make this effective, Government will establish per­
formance evaluation criteria to determine the applicable rates of pay­
ment. This will require increased levels of data collection, analysis and 
reporting. In this respect, therefore, Government will require the Min­
istries of Finance, Planning and.Nati.onaj Development, Industry and 
Commerce and the Central Bankof Kenyatb worklogether to estab­
lish a computerised data bank for this purpose. These activities will be
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co-ordinated by the Ministry of Planning and National Development 
as part of the industrial and commercial studies referred to earlier.

e) Export Credit Insurance and Guarantee Scheme
7.51 External marketing is an area replete with risks. Experience 
from countries that have implemented successful export promotion 
strategies indicates that in order to make the exporting process smooth 
and less risky, a system of credit and insurance coverage is required. 
The necessity of having such a system has been mooted from time to 
time though no definite decision has been made. Among the reasons 
for its non-establishment so far include lack of financial resources to 
be committed from public sources, and uncertainties regarding it’s 
modus operandi. In view of the concerted export drive that is to be put 
in place during the Plan period, Government will set up a consortium 
of local commercial banks and insurance companies to operate the Ex­
port Credit Insurance and Guarantee Scheme. The lead will be taken by 
the Kenya Commercial Bank Ltd., the National Bank of Kenya, the 
Kenya National Assurance Company and the Kenya Reinsurance Cor­
poration, who will represent Government interests.
7.52 The scheme will conform closely to the terms and conditions 
established under the Multilateral Investment Guarantee Agency 
(MIGA) to which Kenya is already signatory. The Consortium, with its 
focal point at the Kenya Commercial Bank, Nairobi, will facilitate the 
coverage of losses to commercial banks that may arise due to failure of 
an exporter to repay the guaranteed advances because of protracted 
default or insolvency. These advances include overdrafts, packing cred­
its, pre-shipment loans granted for purchase, manufacture, processing 
or packaging of goods for export against orders or contracts of sale, 
either under Letters of Credit or approved credit terms, post-shipment 
finance granted to exporters by banks through purchase negotiations, 
discount of export bills or advances against such bills.
7.53 The guarantee fees payable will be determined by the Consor­
tium once established. The insurance element will also be operated by 
the Consortium with a focal point at the Kenya National Assurance 
Company, Nairobi and will aim at protecting exporters against loss, 
after export of goods, that may arise due to commercial risks such as 
insolvency of the buyer, the buyer’s protracted default to pay and the 
buyer’s failure to accept goods. It will also provide for cover against 
political risks, including the imposition of restrictions on remittances 
by the Government of the buyer’s country, Government actions that 
block or delay payments, war and civil disturbances or a sudden imposi-

■:
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tion of import licensing restrictions. Maximum liabilities to be covered 
and premiums to be paid will be worked out by the Consortium with 
the approval of the Ministry of Finance.

f) Preferential Trade Area (PTA)
7.54
serves as an instrument for collective action in trade liberalisation, 
economic integration and growth for the countries of the Eastern and 
Southern African Sub-region. The PTA arrangements provide addi­
tional incentives and opportunities for exporters which Government 
intends to further encourage and develop within the terms and provi­
sions of the Treaty. The PTA Treaty provides for:-

• preferential terms of access to markets of the Member States;

In 1983, Kenya became signatory to the PTA Treaty which

• the right of transit for goods through Member States territories 
without import and export duties;

• special clearing and payment arrangements, a Unit of Account 
(UAPTA) and negotiable UAPTA travellers cheques;

• improved and better co-ordinated communications by air, sea, 
road, and rail; and post, telex, telephone, etc.;

« simplified and standardised trade documentation, control and 
communications procedures;

• the progressive reduction and eventual elimination of tariff and 
non-tariff barriers to trade on selected items;

• a PTA Trade and Development Bank to provide credit for facil­
itating trade among member states’ exporters and importers; and

• establishment and/or rehabilitation of industrial concerns on a 
complementary basis.

7.55 Government will continue to negotiate for the improvement 
of conditions relating to the Rules of Origin established under the Treaty 
requiring majority domestic ownership and management which were 
suspended temporarily for five years from 1987 during which time a 
sliding scale preferential treatment formula will apply. In the interim,
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measures will be adopted for increasing national equity participation 
in foreign businesses based in Kenya which export goods and services 
to the PTA market, in order for them to qualify for full preferential 
treatment in accordance with the provisions of the Treaty. Government 
will also encourage increased participation in PTA trade among local 
and foreign firms operating in Kenya. We have already published the \ 
PTA tariff rates under the 3-tier system for commodities contained in \ 
the initial common list and will continue to do so for additional lists of 
commodities in conformity with the sliding scale preferential treat­
ment. At the end of the five years when the relevant clause of the rules 
of origin applies once again, Government will participate in negotia­
tions for new arrangements in the spirit of reciprocity. During the Plan 
period, permanent stands will be constructed at the Nairobi Agricul­
tural Show Grounds to facilitate annual displays of PTA merchandise.

g) Export Information and Promotion 

7.56
external trade will also depend on the strength of our promotional ac­
tivities. Towards this end, Government established the Kenya External 
Trade Authority (KETA) in the mid-1970s as an independent body out­
side the Government structure. However, due to various problems in­
cluding shortage of funds, KETA was absorbed within the Department 
of External Trade in the Ministry of Commerce, a position from which 
it has not been able to effectively play its originally intended role. 
During the Plan period, Government will take steps to reactivate 
KETA with an independent status, to play the role of middleman be­
tween foreign buyers and domestic suppliers and to organise for par­
ticipation in international trade exhibitions. In this specific role, KETA 
will work closely with Commercial Attaches in our embassies abroad.

Apart from the incentives already mentioned, the expansion of

7.5 DEVELOPMENT OF INTERNAL TRADE

The Government has long recognised the importance of 
orderly development of internal trade alongside the promotion of in­
digenous businessmen in the country. This was explicitly stated in 
Sessional Paper No. 10 of1965 with the ultimate aim of fostering an en­
trepreneurial society in which the interest of the African people was to 
be enhanced. Thus Government created various bodies and initiated 
several programmes aimed at ensuring the rapid development of inter­
nal trade throughout the country. The principal organisations in this 
category included the Kenya National Trading Corporation (KNTC), 
the Joint Loan Boards (JLBs), the Industrial and Commercial Develop-

7.57
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ment Corporation (ICDC), the Kenya Industrial Estates (KIE) and the 
Kenya Institute of Business Training (KIBT). These organisations were 
to provide financial and technical advice and training facilities to en­
hance local entrepreneurship within the internal trade sector. During 
the Plan period, Government will strengthen these institutions to 
enable them to play an effective role in the Kenyanisation of commerce.

a) The Role of the Kenya National Trading Corporation

The KNTC was incorporated in 1965 with the major aim of 
Africanising distributive trade in the country. To achieve this objective, 
Government identified some essential commodities for distribution by 
the KNTC. In the initial stages these were restricted to salt, sugar, ce­
ment and agricultural inputs such as seeds, fertilizers, etc. Through the 
relevant provisions of the Import, Export and Essential Supplies Act, the 
KNTC was given a monopoly status in the distribution especially of salt'7 ^ 
and sugar. This monopolistic status led to inefficiencies and unprofi-/ 
table operations that were subsidised by Government and the coif 
sumer. Under the circumstances, the KNTC failed to compete 
effectively with older and well established non-Kenyan businesses.
7.59
is firmly entrenched in this Plan, the KNTC, in spite of its problems and 
shortcomings, will be made to play an effective role. Government will 
adopt measures to ensure that KNTC is revitalised and further 
strengthened with a dynamic management team for effective and prof­
itable operation. However, during the Plan period, a thorough review 
will also be made of the status of KNTC with regard to its role in the 
Kenyanisation process, the ultimate aim being to gradually turn over 
this role to indigenous operators with demonstrable potential for 
success.

7.58

it-'-

In the new drive for the Kenyanisation of the economy which

b) The Role of Joint Loan Boards
Like KNTC, the original aim of the JLBs was to help in the7.60

Africanisation of trade and industry. They were seen as one way through 
which emerging African businessmen could gain experience in com­
mercial activities thus enabling them to reach a standard of credit-wor­
thiness which would allow them to play a more effective role in the 
economy alongside non-indigenous businessmen.- ‘ .....
__ In spite of these noble aims, the JLBs have faced numerous"/
problems mainly due to poor management, false accounting, the issue p ' : 
of fictitious loans, etc. As of 1987, the JLBs had loaned out a total of \ 
KShs. 87.5 million covering over 30,000 loanees of which regrettably, )

7.61
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11,000 were in default involving a total of about KShs. 45.0 million, 
i Equally unfortunate, the capital base covered by the loans to business- 
I men continued to shrink on account of cost increases which were not 

accompanied by complementary expansion of credit.
7.62 About the middle of the last Plan period, Government made 
an in-depth review of the operations of the JLBs scheme and found that 
despite the weaknesses mentioned above, it could be further 
strengthened to play its role effectively in promoting the development 
and expansion of internal trade in the rural areas, especially in the 
development of small-scale enterprises, in addition to its being a con­
venient channel through which public resources could be made availa­
ble in support of the District Focus for Rural Development Strategy. 
To achieve this goal Government will:-

• set up a supervisory unit at headquarters level to provide for con­
tinuous inspection and internal audit throughout the country;

• provide a training programme for all district trade development 
officers and Board clerks in all districts to improve loan pro­
cessing and recovery;

• engage qualified extension officers to monitor the proper use of 
funds provided under the scheme and to assist the loanees in run­
ning their businesses more profitably;

• seek additional funds from both the public and private sectors to 
improve the capital base for the loanees. Interest rates will be 
reviewed from time to time to reflect the real value of funds; and

• resolve conflicts in the management of the scheme arising be­
tween the local authorities and the Ministry of Commerce by 
having the latter take full charge of JLB operations throughout 
the country.

c) The Role of the Industrial and Commercial Development 
Corporation

7.63 The Government set up the ICDC in 1967 with the aim of facil­
itating the expansion of industrial and commercial activities in Kenya. 
As far as the development of internal trade was concerned and espe­
cially with regard to small-scale entrepreneurs, ICDC initiated the 
Small Loans Programme in support of retail, wholesale and other dis-

f Ov
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tributive businesses whereby loans would be provided for the acquisi­
tion, by indigenous Kenyans, of non-Kenyan business premises in rural 
and urban areas.
7.64 Over time, this scheme experienced serious difficulties. One of 
the major problems was the financial constraints faced by the ICDC, 
which undermined its ability to provide property loans for the purchase 
of existing businesses thus hampering its ability to promote the Keny- 
anisation process it was intended for. Arising from this and other izc-r 
tors, many businesses transferred in this process from non-indigenous 
to indigenous businessmen reverted to the former through “back door” 
transactions.
7.65 However, ICDC as one of the major development finance in­
stitutions in the country cannot be removed from the development of 
internal trade and will still be required to search for ways and means of 
developing and expanding internal trade in furtherance of the Keny- 
anisation strategy. It will be required to review the Small Loans Pro­
gramme and submit proposals to Government for improving its 
operations. In particular, its contribution to the development of small- 
scale enterprise will be enhanced through raising the level of loans to 
between KShs. 50,000 and KShs. 500,000 per unit. Further, decentral­
isation will be effected through the opening up of local offices at dis­
trict level.

d) Trade Licencing

7.66 The Trade Licencing Act is one of the tools through which 
Government has been able to organise and control commercial activi­
ties. During the Plan period, Government will carry out a review of this 
Act for the purpose, inter alia, of enhancing the Kenyanisation process. 
In achieving this objective, Government will first harmonise the opera­
tions of both the District Trade Licencing Review Committees and the 
District Trade Advisory Committees. There is also need for harmonisa­
tion of the provisions of this Act with those of the recently published 
Restrictive Trade Practices, Monopolies and Price Control Act without 
which the required complementarity in trade licensing and control of 
unfair trading practices would be hard to achieve. The aim will be to 
eliminate unnecessary steps in licensing procedures and to bring about 
the consolidation of specified licences.

e) The Role of the Kenya Institute of Business Training

7.67 The need for training in managerial skills for indigenous Keny­
ans was immediately recognised on attainment of Independence. The
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primary goal of setting up the Kenya Institute of Business Training was 
thus to help impart basic management skills to indigenous Kenyans in 
key areas of business management such as accounting, marketing, 
book-keeping and personnel management. Over the years, the Insti­
tute has trained a large number of Kenyans in these fields. Initially, this 
training was aimed at the top management personnel in the private sec­
tor and Government parastatals. However, in recent years attention has 
been directed towards the training of small-scale entrepreneurs.

j|

During the Plan period, the role of the KIBT will be further7.68
strengthened, especially in the training of the small and medium-scale 
indigenous entrepreneurs at different levels throughout the Republic. 
The necessary funds and physical facilities will be provided through the 
public budget, but contributions from the private sector and the 
trainees themselves will be expected. KIBT will be the focal point 
through which Government will co-ordinate the training of local entre-i
preneurs.

7.6 CORE INDUSTRIES AND INDUSTRIAL REHABILITATION
a) Core Industries

Core industries are those industries that are considered essen-7.69
tial for the formation of a strong and sustainable industrial base. They 
are also vital in forging the necessary linkages between industry and the 
agricultural, transport and communications sectors. Government will 
take firm measures in the form of various incentives designed to pro­
mote the development of core industries with specific focus on:-J

• metallurgical industries centred around iron and steel produc­
tion to provide a wide range of materials required by the en­
gineering industry;

• capital goods industry, for the production of a wide range of ma­
chine and hand tools for use in the industrial and agricultural sec­
tors. A special project will be prepared by Government for the 
development of machine tools and dies. This programme will be 

I promoted by the Kenya Industrial Estates (KIE), the Kenya In- 
/ dustrial Research and Development Institute (KIRDI) and the 
/ Ministries of Technical Training and Applied Technology and 
' Research, Science and Technology. The forging and foundry 

facilities at the Central Workshops of the Kenya Railways Cor­
poration will provide the base for manufacturing and prefabri-
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cation of all types of gears, shafts, and spares to provide facilities 
for the manufacture of machine tools and dies;

• chemical and bio-technological industries to provide fertilizers, 
pesticides, industrial process chemicals and packaging materials 
relevant especially to agriculture and food production;

• pharmaceutical industries for the production of medicinal drugs 
and vaccines and to bridge the gap between modern and tradi­
tional medicine;

• local resource based industries especially those using wastes and 
by-products as well as agro-industries including the processing 
of oilseeds, coffee, tea, pyrethrum, sugar, grains, hides and skins 
and dairy products; and

• telecommunications and information processing industries in­
cluding the assembly of micro-computers and telecommunica­
tions equipment.

b) Industrial and Commercial Rehabilitation
7.70 As indicated previously, Kenya’s industry and commerce have 
been oriented primarily towards the domestic market. The revitalisa­
tion programme called for during the Plan period, based on expansion 
in production for export and the achievement of high rates of growth 
requires that production be efficient and competitive in world markets. 
While recent studies point to increasing sophistication in domestic 
manufacturing, it is also clear that the structure of some of our major 
industries would not lend itself to expansion of output as envisaged nor 
would it withstand foreign competition without major internal manage­
ment and technological restructuring. Government, through the Min­
istry of Industry, will launch an industrial rehabilitation programme 
based largely on private sector participation, and covering already iden­
tified problem firms in the textile, sugar, pulp and paper, transport 
equipment, metal and engineering and the cement industries.

I
i
i

1

|

1

i

163



7.7 DEVELOPMENT OF SMALL-SCALE AND JUA KALI 
ENTERPRISES

7.71 Since the attainment of Independence, Government has given 
strong support to the industrial and commercial sectors of the economy. 
The relatively high growth rates achieved by these sectors reflect the 
significant achievements made in the social and economic development 
of our country. Apart from structural problems that have since emerged 
and to which reference has already been made, a serious omission has 
been the neglect in exploiting the full potential of the small-scale and 
Jua Kali enterprises. This potential can no longer be ignored if the 
country is to meet the targets for employment and income generation 
set out in this Plan and in Sessional Paper No. 1 of1986.

!

I
a) Characteristics of Small-Scale and Jua Kali Enterprises

Although small-scale and Jua Kali enterprises have long been7.72
ignored, available evidence indicates that outside agriculture and the 
public sector, employment opportunities in these enterprises far out­
weigh those in the formal wage sector in industry and commerce. Over 
70 per cent of small-scale and Jua Kali activities are, however, found in 
trade and commerce, especially in the rural areas compared with 15 per 
cent for both the manufacturing and service sectors. In general, the 
small-scale and Jua Kali enterprises, comprising of up to 50 employees 
and up to KShs. 5 million in turnover, are characterised by:-

ii • ease of entry and exit;

• low capital requirement for establishment and operation;

• dependence on local resources and recycled wastes;

• family ownership;

• employment of simple technologies that are easy to adopt;

• labour-intensive production techniques;

• low cost skill acquisition mainly outside the formal school sys­
tem; and

• ability to operate under highly competitive market conditions.
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Experience in Kenya and elsewhere in the developing world 
indicates that small-scale and Jua Kali enterprises are not primarily 
oriented toward profit maximisation. Although this may be the second­
ary goal, their main aim is to create employment and security for mem­
bers of the immediate family. Where the problem takes the form of 
youth and school-leaver unemployment, small-scale and Jua Kali en­
terprises offer excellent potential for their absorption.

7.73

b) Achievements
7.74 In Sessional Paper No. 1 of1986, the potential contribution the 
small-scale and Jua Kali enterprises could make to employment 
generation was cast into relief. Though there had been previous at­
tempts to develop small-scale and Jua Kali enterprises, resulting in the 
identification of thp needs of the sector and the problems encountered 
in solving them, jirm measures will now have to be taken towards 
directly assisting this sector as a matter of strategy.
7.75 In the past, Government has provided support to various small- 
scale and Jua Kali enterprises, and especially to women’s groups 
through the Women’s Bureau. This support has typically involved non- 
forrnal training and especially handicraft production throughout the 
countiy. Similar support has been given in training and skill formation 
through Village Polytechnics and Harambee Institutes of Technology.
7.76 Although sufficient experience in the implementation of these 
schemes has now been acquired, the envisaged increase in the tempo 
of activities during the Plan period will require major rethinking with 
regard to improving their management, handling of default problems 
and disbursement of loans, expanding spatial coverage and harnessing 
the support the private sector and Government must give to enhance 
their expansion and performance.

!'

;
c) Enabling Environment For Small-Scale and Jua Kali 

Enterprises
i

The role which the small-scale and Jua Kali enterprises will7.77
play in income and employment generation must be viewed in the con­
text of industrialisation and commercial development policies and 
strategies to be implemented during the Plan period. The success the 
countiy hopes toachieve in the development of small-scale and Jua Kali 
enterprises will be firmly rooted in policy restructuring and liberalLsa- 
tion covering the priciTig-stniCture. trade regime liberalisation, foreign 
excBangemanagemeht, wages and investment policies and financial re- 
stracturing:Tn particular, Government will amend rules and regula-

:

t
\

165



tions inhibiting the development of the small-scale and Jua Kali enter­
prises, such as time consuming administrative procedures in obtaining 
licenses, inappropriate building codes, etc. It will also ensure that un­
fair trade practices on the part of large-scale firms do not jeopardise 
the survival and performance of this sector.

d) The Role of Government
7.78 As observed earlier, small-scale and Jua Kali enterprise activi­
ties are easily bom but their mortality rate is high as well. To the extent 
that these high mortality rates reflect economic dynamism in which un­
economic activities find it difficult to survive, the phenomenon could 
be beneficial. However, where the root causes lie in the hostility of the 
environment in which they are persecuted, starved of capital, over­
looked by the commercial financing system and, until recently, ignored 
by most external aid agencies, the natural reaction would be to give 
overwhelming and direct Government support to these enterprises. 
However, experience shows that such support inevitably leads to slow 
entrepreneurial development, failure to take risks and eventually an in­
built dependency in the very people Government wishes to encourage 
to be self-reliant.
7.79 Despite these contradictions, Government is convinced that its 
facilitative role in the development of small-scale and Jua Kali enter­
prises is necessary. This role will be reflected firstly in the content and 
transparency of policies supportive of their development. Secondly, 
through its taxing and spending programmes, Government will directly 
and indirectly change the cost-price relations that will be beneficial to 
the development of the small-scale and Jua Kali enterprises. Thirdly, 
where the limiting factor is the availability or inaccessibility to capital, 
Government will intervene to redress the problem.

e) Strategy and Programmes

7.80 The small-scale and Jua Kali enterprises sector will create jobs 
for more than two million Kenyans, promote the degree of indigenous 
control of the economy and help improve the distribution of income in 
many directions such as by gender, location and sector. The spinoff will 
be the modernisation of much of the traditional agriculture and live­
stock husbandly with increased diversification of the economy into the 
service and processing sectors. Thus the rationale for Government ac­
tion in support of this sector is based on the potential contribution of 
these enterprises to the development of the economy in their own right.

f
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: Small-scale and Jua Kali entrepreneurs tend toward self-em-7.81
ployment and independence. The sector is the training ground for the 
nation’s entrepreneurs who are the dynamic risk-takers with tre­
mendous energy and an enviable capacity to solve problems and to 
think and work innovatively. These attributes are prime elements in 
efficient job creation and in opening up new areas of enterprise. "Jo 
further motivate these entrepreneurs an award scheme will be 
developed to promote innovation and invention through them, in line 
with Government’s facilitative role in this as in other sectors.

:

:
-

Availability of vital and relevant information and knowledge is7.82
critical to effective decision-making. Of particular importance is the 
knowledge relating to the markets for materials, products and tech­
nologies. The Ministries of Foreign Affairs, Technology and Research, 
Labour, Manpower Planning and Development and Information and 
Broadcasting will ensure that information is made available to the pub­
lic through the media, extension and training outlets, which can be har­
nessed by these entrepreneurs for their own good and that of the
economy.
7.83 Government will also assist the sector by examining the laws, 
regulations and procedures which have frustrated small-scale and Jua 
Kali enterprises from competing on an equal footing with the more es­
tablished businesses. Part of this environmental handicap arises from v 
lack of access to suitable financial, distributive and marketing infra­
structures. As has been argued in Chapter 5, the provision of such in­
frastructures during the Plan period will stimulate entrepreneurs to 
invest in minor and secondary towns so as to exploit existing potentials.

Government will also speed up the already initiated review of7.84
local authority by-laws and regulations that have proved restrictive to 
the development of small-scale and Jua Kali enterprises. This will in­
clude the suspension of certain categories of licences, appropriate re­
vision of the building codes and ease of allocation of land to these 
enterprises. In this respect, Small-Scale and Jua Kali Business Alloca­
tion Boards will be set up at district level under the auspices of the DDC 
to oversee matters related to the allocation of land to these enterprises.

v

In the area of financing, institutional restructuring will be car-7.85
ried out during the Plan period. The wide-flung network of commer­
cial banks virtually confines its lending to larger established businesses, 
while a small group of organisations, largely NGOs, struggle to address 
the needs of the teeming and dynamic micro-enterprise sector. In be­
tween, a group of development finance institutions such as the ICDC 
and KIE provides support to medium-size businesses.
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Experience has shown that viable projects can pay the market 
rate of interest, thereby removing the unfortunate mentality that cheap 
funds are gifts and not loans which will eventually have to be paid. 

j Government will, therefore, support programmes to reduce the cost of 
/giving small loans while ensuring that banks have adequate liquidity 
'and that they become more actively involved in this sector both in the 

provision of start-up finance and short-term working capital. The Co­
operative Bank will be encouraged to play a more dynamic role in re­
cycling funds through its branches. By financial institutions extending 
credit to the suppliers of inputs, it is possible that collateral require­
ments for those selling their output in some monitorable form could be 
relaxed. Other experimental modes of providing credit through sub­
contracting with larger enterprises or with persons or institutions pos­
sessing specialised skills will also be facilitated.
7.87 Agencies in both public and private sectors will be encouraged 
to develop supportive efforts in training, advising and counselling en­
trepreneurs in project formulation, implementation, operation, moni­
toring and evaluation. The Capital Markets Development Authority 
will design ways and means through which successful small-scale and 
Jua Kali enterprises can expand their capital base. NGOs working in 
this area will be encouraged to form an umbrella organisation to facil­
itate the optimal use of scarce skills.
7.88 Since small-scale and Jua Kali enterprises are being called 
upon to create a large number of jobs and since formal training insti­
tutions may not necessarily be knowledgeable about the conditions ob­
taining in this sector, such institutions may not be as efficient as the 
apprenticeship schemes which already exist in this sector. It is, there- 
fprc, proposed to explore ways and means of extending these appren­
ticeship schemes, including the possible use of the training levy, in 
order to ensure that the skills of existing master craftsmen are not only 
extended to their peers but also transmitted to future generations.

7.86

;
;
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CHAPTER 8

RESOURCES AND ENVIRONMENT

8.0 INTRODUCTION
The achievement of the development goals contained in this 

Plan will largely depend on the efficient utilisation of resources at our 
disposal, particularly domestic resources. The rapid growth of GDP will 
require the efficient use of technology, human resources and natural 
resource inputs such as land, water, minerals and forests on a sustain­
able basis. The implied developmental activities while conferring bene­
fits to the individual and the nation have the tendency of generating 
diseconomies in the form of soil erosion arising from excessive cultiva­
tion or overgrazing, gaseous emissions, liquid effluent and toxic accu­
mulations from industrial activities all of which pollute the 
environment. Some industries emit wastes that are hazardous to fauna 
and flora, the damage to which may require excessive costs to arrest or 
reverse. Overstocking may lead to overgrazing and the exposure of the 
land to desertification. Generally, projects bringing positive benefits to 
the individual may not always lead to positive economic benefits to the 
nation especially when social costs outweigh social benefits. In the past, 
economic analyses of development activities have often ignored the so­
cial costs leading to uncontrolled environmental degradation.

In implementing the strategy for achieving sound environmen­
tal management consistent with growth requirements, two approaches 
will be adopted. First, Government will carry out environmental assess­
ments and resource surveys for all districts and identify both the pro­
duction potential and the possible negative environmental 
consequences of economic activity given existing technologies. Once 
these baseline studies have been completed, they will provide the 
database and framework for continuous environmental monitoring and 
evaluation. Second, in making decisions regarding programmes and 
projects, the principles^ socio-economic cost-benefit analysis will be 
employed, a list of possible consequences of starting up programmes 
and projects will be made and their potential impacts analysed. 
Through these criteria, those programmes and projects whose benefits 
outweigh costs to society will be supported and conversely.

8.2
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8.3 To create a balance between the generation of economic bene­
fits and damage to the environment associated therewith, Government 
will apply the following strategies to reduce or eliminate the cost of 
these negative extemalities:-

• The impacts of each individual project will be internalised during 
appraisal and analysis, including all the costs and benefits and in 
making choices on appropriate technologies, economic size and 
project location. Where human health and safety is concerned, 
Government will set standards for the sustainable use of re­
sources and for the appropriate disposal of wastes.

• Subject to absolute upper limits beyond which closure is the so­
lution for avoiding environmental disaster, Government will im­
pose deterrent surcharges for those concerns whose activities 
pollute the environment. Such surcharges (or rent) will be used 
to compensate those individuals and institutions adversely af­
fected by such actions and to pay for the cost of rehabilitation.

• A careful balance between the needs of current and future 
generations will be made in the exploitation of non-renewable 
natural resources. In this respect, the exploiters of natural re­
sources will be required to develop new technologies that use 
less of such resources and otherwise search for alternative re­
sources. They will also be required to take appropriate conser­
vation and rehabilitation measures.

• A sessional paper on environmental management and protection 
will be prepared during the Plan period as a basis for the prom­
ulgation of a National Environment Enhancement and Manage­
ment Act (NEEMA) which will include provision for an 
arbitration tribunal for environmental disputes.

This Chapter discusses the natural resource base and the inter­
play between it and developmental activities in various sectors of the 
economy including agriculture, livestock, industry, trade, forestry, 
water and soil, fisheries, wildlife, tourism and mineral development, ex­
ploration and use. It also surveys the issue of technology choice in re­
source exploitation, measures to be taken for effective management of 
disasters and the international dimensions of environmental manage­
ment and human settlements development.

8.4
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8.1 THE NATURAL RESOURCES BASE
a) Land and Human Resource Base

Kenya covers an area of 582,646 sq. km. of which S71 
km. is dry land and 11,230 sq. km. is open waters.The count™ eh 
considerable climatic variation from the humid coastlands tnth» i 
highlands. About four-fifths of the land (473,000 sq. km.) is arid°o 
semi-arid. Only a mere 18 per cent (104,844 sq. km.j constitutes the 
medium and high potential areas which support two-thirds of the 
country’s population. Most of the arable land is utilised for agriculture 
Of the remaining land area, 36,300 sq. km. have been set aside for 
wildlife conservation while only 2,008 sq. km. are left to natural and ex­
otic plantation forests.

In 1988, Kenya’s population was estimated to be 22.7 million. 
At a 3.7 per cent per annum growth rate, there will be 27.2 million 
people in 1993 out of whom 21.6 million will be in the rural areas and 
5.6 million in urban areas. Table 8.1 has been developed to show popu­
lation density for the total land area and for arable lands, and the dis­
tribution of both the active population and those below 15 years.

8.5

8.6

Population, Estimates and Characteristics, 1979-93Table 8.1:

♦Density/ ’Density/
sq. Km sq. Km

ofof
Total Land Arable LandBelow Active 

Urban Total 15yrs 15-64 yrs AreaAreaYear Rural

125227.5**2.3 15.3 8.3**
4.0 22.7 11.5
4.6 24.4 12.2
5.6 27.2 13.4

1979 13.0
1988 18.7
1990 19.8
1993 21.6

1713110.4
1933511.3
2093812.9

Figures are calculated for population density in the rural areas. 

Adjusted for under-enumeration.

*

* *
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The population distribution depicted in the table poses some 
challenges to development. First, for the arable land to sustain the total 
population, there will be need for the application of improved and in­
tensive agricultural and livestock development techniques. Second, it 
also means that the arid and semi-arid lands will be tapped for agricul­
tural and livestock production. Correct management practices will be 
adopted to ensure that while intensifying agriculture, conservation 
measures will be taken to arrest soil erosion and the depletion of soil 
nutrients.

8.7

b) Water Resource Base
8.8 The availability of good quality water is essential for human, 
animal and plant life as well as for industry. The degree to which water 
is available will, therefore, largely determine the environmental and 
ecological conditions that influence the pattern of human settlements. 
It will also determine the range of practicable human activities in terms 
of crop, animal and forestry production and the related up-stream and 
down-stream activities.
8.9 In addition to the 11,230 sq. km. of open water sources in lakes, 
rivers and dams, Kenya receives an average annual rainfall of 567 mm. 
converting to 322.77 billion cubic metres of water. The Lake Victoria 
drainage basin has the highest mean annual rainfall with 7.30 billion 
cubic metres, followed by Tana River with 4.70, Athi River with 1.39, 
Rift Valley with 0.81 and Ewaso Nyiro with 0.74 billion cubic metres 
respectively. However, the amount of water actually available for util­
isation in any one year depends on the rate of run-off, the aridity of the 
catchment area and the methods of interception at various points in the 
hydrological cycle among other factors.

c) Forests and Vegetative Cover

8.10 The vegetative cover in most ecological zones has remained 
largely the same except in high potential areas where human activities 
have had considerable influence. The major vegetation types found in 
these zones include forests, woodlands, grasslands, bushlands, shrub- 
lands and desert.

The forest proper covers 3.4 per cent of total land area or about 
15 per cent of the 1,946 sq km. of high potential agricultural land out 
of which 1,700 sq. km. comprise of indigenous forests, 122 sq. km. ex­
otic plantation forests and 124 sq. km. of privately owned forests. In ad­
dition, there are about 61.9 sq. km. of mangrove forests in coastal areas 
which play a unique role in marine ecology.

8.11
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8.12 The rangeland vegetation types encompass woodland, bushes, 
shrublands and grasslands and cover about 75 per cent of the total land 
area. These vegetation types are predominantly found in the arid and 
semi-arid lands where one-third of the total population resides and 
slightly over half of the livestock population is found. They also provide 
habitats for over four-fifths of the country’s wildlife resources. Human 
activity in these areas is based predominantly on livestock rearing.
8.13 Fisheries resources of the country can be grouped into capture 
fisheries found in our part of the Indian Ocean, inland lakes, rivers and 
dams, and the potential that exists through fish-farms and ponds. With 
the fishing techniques currently applied, the country realised only 
131,181 tonnes in fish catches in 1987 of which 122,340 tonnes were 
from inland waters, 7,747 tonnes from marine fisheries and 1,094 
tonnes from fish-farms.

d) Mineral Resources
8.14 Over 400 mineral occurrences have been identified in the 
country. Those of economic significance include soda ash, fluorspar and 
salt. Soda Ash deposits found at Lake Magadi in Kajiado District are 
believed to be inexhaustible at current rates of exploitation. Precious 
minerals of significance in the past such as gold, silver and metal-based 
sulphides have been declining over the last three decades. Triassic 
rocks at the coast contain deposits of lead, zinc, silver and barium. Ge­
othermal resources have a potential of some 2,200 MW of energy 
generation. Potential oil deposits have been identified at the coast, 
several off-shore locations in the adjoining nation’s Exclusive Economic 
Zone in the Indian Ocean and in Northern Kenya. Thin lignite (coal) 
deposits have been located in boreholes in lake sediments in Kitui and 
in the coastal Karoo formations without promise of economically work­
able deposits. Diatomite, carbon dioxide, gypsum, kaolin and other in­
dustrial and construction materials which are found in the sediments 
and volcanic strata of the Rift Valley are currently being exploited espe­
cially for domestic use. Diamond occurrences have been reported in 
various parts of the country but have not been firmly verified. Sand min­
ing has also become an important source of income in various parts of 
the country, meeting both the needs of the construction industry and 
glass manufacture.

e) Wildlife and Livestock Resources
8.15 Available data indicate that wildlife population is on the de­
cline especially among the rhino, elephant, Grevy’s zebra and buffalo.
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In view of this situation, and given the competitive demands on land 
use between wildlife which has a high economic value emanating from 
its support of the tourist industry and livestock production for food, the 
monitoring and management of wildlife and livestock populations 
especially in the marginal areas and rangelands will be intensified. 
During the Plan period, comprehensive data will be gathered and ana­
lysed not only on the well-known species but also on primates, car­
nivores, crocodiles, hippos and birds. The RSRS and the Wildlife 
Management Department of the Ministry of Tourism and Wildlife will 
play a leading role in this exercise.

:!
:
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82 DEVELOPMENT AND ENVIRONMENTAL MANAGEMENT

8.16 The rational exploitation and management of a nation’s natu­
ral resources is of critical importance to national development and the 
welfare of the people. As mentioned earlier, experience indicates that 
the process of development, while leading to high growth of GDP and 
improvement in the welfare of Kenyans, has had deleterious effects on 
the natural environment in terms of deforestation, overstocking and 
soil erosion, air and water pollution as well as urban blight. The fast 
population growth has resulted in increasing pressure on land resources 
and pressing demand for rural and urban shelter, infrastructure and 
services.
8.17 The Government is desirous to ensure that this development 
does not take place at the expense of the natural environment, “the 
goose that lays the golden egg of development”. Government will, there­
fore, institute measures aimed at attaining the correct balance between 
the development needs of the nation and the protection of the environ­
ment within and among the various sectors of the economy.

a) Agriculture, Livestock, Water Development and Environment

Although urbanisation and industrialisation have grown 
rapidly in the past, Kenya is still largely an agricultural country. As al­
ready indicated, medium and high potential land constitutes only 18 per 
cent of total land area with the population density per sq. km. of arable 
land rising from 171 in 1988 to 209 in 1993. This calls for more inten­
sive farming which is likely to cause the depletion of soil nutrients un­
less appropriate farming methods including the use of manures and 
other fertilizers, are effectively applied.
8.19
coupled with a fast growing population, have led to the sub-division of

8.18

The land tenure system and cultural norms relating to land,
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land in some areas into plots too small to be economical for agricul­
ture. Government will institute a study on the land tenure system with 
a view to inducing changes in some of the cultural practices impacting 
on land use.

Population pressure in the medium and high potential areas8.20
has induced out-migration into arid and semi-arid land areas where the 
environment is fragile and crop production risky. The opening up of 
these areas to arable agriculture often involves the clearing of vegeta­
tive cover thus exposing the soil to wind and water erosion. Where 
arable agriculture has substituted livestock rearing, the end result has 
been low level production and the shifting of livestock to more arid 
zones. In such cases, overstocking has led to serious degradation of the 
rangelands and to soil erosion especially near watering points. To en­
hance agricultural production while at the same time conserving the 
natural environment, it will be necessary to introduce effective dry-land 
farming techniques while also developing water reservoirs, planting 
trees and controlling overstocking. The ASAL question has been 
addressed extensively in Chapter 6.

Chemical fertilizers, pesticides and fungicides are important to8.21
the development of agriculture. The use of these agro-chemicals has 
steadily increased and made a positive contribution in raising agricul­
tural production. However, their use has had severe pollution effects 
in some cases. In coffee growing areas for instance, the negative effects 
of these chemicals on the environment have been observed in the Tana 
and Athi River systems. Government will monitor the situation con­
tinuously to ensure that benefits derived from the use of agricultural 
chemicals are not negated by the harmful consequences of their use or 
misuse.
8.22 Water is a critical resource for agriculture and livestock 
development as well as for the sustenance of our natural environment. 
Indeed, water is life. This country has adequate water resources for 
rural and urban household consumption; for crop, livestock and wildlife 
production and sustenance; for industrial application, geothermal and 
hydro-electric power generation; for effluent disposal from urban 
settlements and for transportation in some places. The country’s water 
resources are, however, unevenly distributed and vary in quality. It has 
already been emphasised that to feed Kenya’s rising population we 
must improve our agricultural production dramatically. Current prac­
tices in agriculture have, however, resulted in the cutting down of 
vegetative cover thus threatening the water catchment base and ulti­
mately leading'to extensive soil erosion in many parts of the country.

\
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Once this process has taken place, the soil can no longer conserve mois­
ture effectively and land productivity is considerably reduced.
8.23 Further, the potential for use of water resources for irrigation 
development is considerable, but it must be properly exploited to avoid 
environmental damage. Irrigation, while contributing positively to the 
development of agriculture and livestock, has negative effects which 
must be anticipated and corrected. These include floods from swollen 
rivers during the rainy season; salination which has been encountered 
in irrigation schemes in Perkerra, Mwea and Kano; siltation from soil 
erosion; leaching from agro-chemicals and excessive growth of algae 
and aquatic weeds which, if not effectively controlled leads to eutroph­
ication and the destruction of fish resources. Other health hazards as­
sociated with irrigation such as malaria and bilharzia have also become 
manifest.
8.24 In view of these outcomes, Government will put in place both 
financial and technical resources for developing irrigation technologies 
that minimise these environmental and health hazards and at the same 
time establish appropriate water use and conservation practices. Water 
and soil conservation are critical for balanced development of agricul­
ture and livestock and for the preservation of our beautiful environ­
ment. Hitherto, water and soil conservation efforts have received top 
Government priority as reflected, inter alia, by the establishment of the 
Permanent Presidential Commission on Soil Conservation and Afforesta­
tion. Activities such as the construction of cut-off drains, terraces, sub­
surface dams and gabions have been initiated and extended to local 
levels.
8.25 During the Plan period, Government will further strengthen 
these activities with emphasis being placed on promoting voluntary 
community participation in addition to countiywide education and in­
formation programmes to enhance Wananchi’s efforts in carrying out 
soil and water conservation activities at the farm level. Government 
will also continue to provide subsidies for the construction of water and 
soil conservation works and will impose appropriate penalties under 
the law on those whose actions are inimical to the national goal of soil 
and water conservation. Government will also encourage vegetative 
control of soil erosion where that strategy holds promise.

b) Industrial Development and the Environment

8.26 The industrial sector has hitherto provided a strong impetus to 
development and as indicated in Chapter 7 of this Plan it will consti­
tute an important engine of economic growth for the future. Whereas

i
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industrial expansion has brought about extensive positive externalities, 
certain diseconomies have occasionally set in in the process, including 
water, air and noise pollution and solid waste accumulation.
8.27
emanating from chemical and pharmaceutical industries, research 
laboratories, textile mills, agro-chemical industries, coffee and paper 
pulping factories, sisal decorticating mills, sugar milling factories and 
tanneries among others. Over and above toxic emissions, some of these 
plants also discharge waste water rich in organic matter which on 
decomposition not only reduces the oxygen content in water courses 
thus blighting aquatic fauna and flora, but also increases plant nutrients 
that cause eutrophication. In practically all cases, water pollution is ac­
companied by excessive emission of heat which drastically changes the 
ecology of the receiving water body.
8.28
naces, industrial process wastes and automobile exhausts. The Mom­
basa Oil Refinery emits about two tonnes of sulphur dioxide daily into 
the atmosphere. The building and construction industry is also re­
sponsible for considerable dust nuisance. In the major urban areas and 
particularly in Nairobi, vehicular traffic accounts for over 90 per cent 
of air pollution.
8.29
affect urban areas include solid waste disposal and industrial noise. The 
adverse effects on the human environment are compounded by poor 
working conditions and other health hazards in the working environ­
ment which sometimes lead to bodily injuries and even death of work-

Water pollution from industrial activities includes toxic wastes

Atmospheric pollution is caused by vapours and gases from fur-

Other sources of environmental pollution which particularly

ers.
8.30 To reflect the Government’s concern with industrial pollution, 
various incentives will be given during the Plan period to industrialists 
who employ environmentally sound technologies. Commensurate 
penalties will be instituted against industries whose activities damage 
the environment. In addition, Government will introduce a strict 
zoning system for industries that damage the environment so as to re­
duce risks to human health and habitat.

c) Forestry Development and the Environment

8.31 As already indicated, the vegetative and forestry resources of 
the country are limited and though they are potentially renewable, the 
rate of exploitation is exceedingly high, rendering them practically non­
renewable. Where depletion has taken place, rehabilitation of the al-
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■y be accomplished at enormous costs and 
Destruction of forests is threatening their 
ide prevention of soil erosion, protection 
llife habitats and conservation of valuable 
l This process impacts negatively on agri- 
ry which are vital to the national economy. 
=s for a large proportion of the population 
roblems for the major hydro-electric and

recoining critical in the design and im- 
■the management and preservation of for- 
ing demand for woodfuel energy for rural 
me groups in urban areas in the form of 
■ee-quarters of the charcoal used in urban 
nd vegetation. Estimates show that there 
s of woodstock with an estimated rate of 
jm. Woodfuel accounts for more than 70 
1 Kenya providing more than 95 per cent 
. The current annual supply of woodfuel 
n tonnes out of which about 28 per cent 
\1 per cent from agro-forestry and 25 per 
i to the growing population and slow rates 
nd for woodfuel exceeds supply thereby 
ur forests. Table 8.2 indicates the balance 
lational woodfuel resources.

smand/Supply Balance
(Million Tonnes)

1985 1990 1995 2000

24.5 303 38.6 47.1
19.1 203 26.6 16.5
12.6 10.7 7.8 5.2
63 9.8 18.8 11.3
5.4 9.8 12.0 i 30.6

974.0 932.0 864.0 800.0
0.9 13 13

■
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8.33 The consequences of widespread deforestation and the laying 
bear of the rangelands through harvesting of fuelwood are extremely 
serious. To stem this negative environmental impact, Government will 
enforce guidelines for the exploitation of forest resources the details of 
which will be worked out during the Plan period. In addition, the on­
going campaign to encourage Kenyans to plant more trees and conserve 
energy will be re-emphasised while parallel programmes for the 
development of alternative cheap energy will be undertaken. Since 
such measures are of long-term concern, Government will provide a 
Woodfuel Conservation Subsidy Scheme based on reducing the effective 
price of paraffin to encourage its use as an alternative to charcoal and 
wood. This will be further supported by an accelerated rural electrifi­
cation programme.
8.34 Forests have also made a significant contribution towards our 
industrial development. Currently, there are a total of350 licensed saw­
mills which produce approximately 200,000 cubic metres of sawn tim­
ber per annum utilising an estimated total of 440,000 cubic metres of 
logging out of which only about 100,000 cubic metres are from in­
digenous forests. With the expected growth of the construction in­
dustry, saw-milling for timber alone will require about 600,000 cubic 
metres of logs, most of which will ultimately come from the already 
threatened indigenous forests. The wood-based panel industry on its 
part is currently dominated by four plywood, one fibreboard and one 
particleboard mills. The annual requirements of wood for these pro­
ducts is about 70,000 cubic metres and is expected to grow by 14.3 per 
cent to about 80,000 cubic metres by the year 1993. The demand and 
supply balance for industrial wood is projected in Table 8.3.
8.35 By comparison with other countries in the world, the 
prices/royalties charged for the use of wood in Kenya are too low con­
sidering the opportunity cost of the use of these resources in en­
vironmental and economic terms. Government will, therefore, review 
the pricing structure for wood resources used in industry with a view to 
bringing prices to levels that reflect this opportunity cost. It has also 
been observed that the Pulp and Paper Mill at Webuye poses a threat 
to the environment in terms of its chemical effluent into the Nzoia 
River system and in the depletion of forest resources in surrounding 
areas. Consequently, any further expansion of this particular mill will 
be discouraged and future expansion will only be allowed in other less 
vulnerable areas.
8.36 In line with the recommendations of a report recently pub­
lished by the Kenya Forestry Research Institute (KEFRI) which has 
been fully endorsed by the Government, the Forest Department will

179



Table 83: Industrial Roundwood Supply/Demand Balance to the Year 2005

Pulpwood 

Supply Demand 
(m3/y) (m3/y)

Sawlog/Panels 
Supply Demand 
(m3/y) (m3/y)

Year
Status
(m3/y)

Status
(m3/y)

399.000 361,000 38,000
577.000 672,000 -95,000
557.000 582,000 -25,000
746.000 740,000 6,000
620.000 940,000 -320,000

454.800 
1,028,800

803,600
383.800 

-303,600

1985 1,155,400 700,600
1990 1,895,000 866,200
1995 2,072,600 1,269,000
2000 2,108,400 1,724,600
2005 2,100,000 2,403,600

popularise and promote the development of agro-forestry, social for­
estry and farm forestry at the community and individual levels with the 
objective of promoting:-

• establishment of forest estates using improved germplasm;

• expansion, effective management and conservation of forest 
areas to ensure adequate future supply of woodfuel and materi­
als for industrial use, water and soil conservation, and recreation;

• protection of forests against damage by pests and diseases such 
as insects, pathogens, viruses and animals;

• expansion of the amount of land reserved for afforestation;

• initiation of special programmes for the afforestation of the 
ASAL areas;

• re-afforestation of over-cut areas with indigenous species; and

• protection and monitoring of vegetative cover changes in the 
ASAL areas.

8.37 To attain the above objectives, the following strategies will be 
applied:-

:
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• Current programmes on forest cover mapping and monitoring 
using available technology such as aerial photography and satel­
lite remote sensing will be continued.

• The Forest Department will liaise closely with KEFRI in order
to make effective use of research findings for further develop- " 
ment of the forestry sector.

• High quality seeds will be made available at various forest sta­
tions and from KEFRI for propagation to all forest areas.

• The Rural Afforestation Extension Scheme (RAES) which empha­
sises the adoption of agro-forestry by individual farmers and the 
community at large will continue the distribution of seedlings of 
various species, in addition to encouraging individuals and insti­
tutions to raise their own seedlings.

• The capacities of tree nurseries already established at adminis­
trative centres will be expanded to provide additional seedlings 
especially for planting in communal lands.

• The Local Afforestation Programme (LAP), the main aim of 
which is to promote soil conservation, will be expanded and 
strengthened in all districts.

• The Chiefs Nurseries Programme (CNP) initiated in 1981 to 
provide further support for the Rural Afforestation Extension 
Scheme and which had covered 370 out of 850 locations as of 
1987 will be expanded to cover all the remaining locations in­
cluding those in the ASAL areas.

• Manpower training will be expanded from the current output of 
35 to 175 graduates a year from Moi University by 1993 and from 
the current 30 foresters and forest assistants from the Londiani 
Forestry College to 150 foresters and 300 forest assistants annu­
ally. The Forestry Industrial Training Centre at Nakuru will ex­
pand its training programme for sawmillers to cover 
management methods and the use of new technologies.

• The Permanent Presidential Commission on Soil Conservation 
and Afforestation will accelerate its efforts in this area.
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d) Fisheries and Marine Resources Development and the 
Environment

Kenya’s fisheries resources are far from being fully exploited. 
Hitherto, Lake Victoria has been the major source of fish with lesser 
contributions coming from the other inland lakes and rivers. The In­
dian Ocean which promises high potential in the development of the 
fisheries industry is currently being exploited by foreign trawlers, ex­
cept for limited catches by local fishermen using low level technology 
and game fishing mainly by tourists. Due to its labour-intensive 
character, the fisheries industry offers considerable potential for em­
ployment and income generation to numerous small-scale fishermen 
and fish traders.

8.38

Fish production has increased at the rate of 14 per cent per8.39
annum from 48,218 tonnes in 1980 to 138,400 tonnes in 1988. However, 
the period 1980-87 has witnessed a considerable decline in fish output 
from the inland lakes, particularly Lakes Turkana, Naivasha and 
Baringo. The reasons for this decline include ecological changes from 
both climatic variations and human activity and over-exploitation. 
Table 8.4 depicts the projected fish landings over the Plan period.

■i

8.40 The main constraints which have led to the under-exploitation 
of existing potential include:-

• use of artisanal methods of fish harvesting unsuitable for the ex­
ploitation of off-shore and deep-sea fishing;

• inadequacy of support to fishermen to enable them to introduce 
new fishing technologies and equipment;

• application of inappropriate fishing methods which lead to over- 
exploitation and destruction of the breeding grounds;

• the dearth of communications infrastructure to fish landing 
beaches including poor access road networks;

• inadequacy of fish processing and storage facilities at the land­
ing beaches and within the distribution network; and

• lack of effective credit systems for financing the purchase of bet­
ter boats and fishing gear and for investing in aquaculture and 
fish farming.
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Table 8.4: Projected Fish Landings, 1988-93
(Tonnes)

1991 1992 19931988 1989 1990Area

8,367 8,799 9,067 9,437Marine Fish 
Crustaceans 
Other Marine 

Total

7,645 8,041
470418 430 452 461443
179170149 151 165157

8,967 9,416 9,698 10,086
133,848 139,242 144,770 149,133

7,094 7,164 7,234 7,309

8,212 8,622 
Lake Victoria 120,259 127,475
LakeTurkana 7,095 7,024
Lake Naivasha 322
Lake Baringo 120
Fish Farming 1,116 1,127
Other Areas 1,276 1,327

Total 
GRAND 

TOTAL 138,400 146,043

375354 364334 344
190 216134 152 204

1,161 1,184 1,231 1,280
1,380 1,395 1,493 1,552

143,979 149,529 155,2% 159,865130,188 137,421

152,946 158,945 164,994 169,951

The Government intends to fully exploit the fisheries potential8.41
in both inland waters and the extensive marine off-shore and deep-sea 
sectors. With regard to the 200-mile Exclusive Economic Zone, 
Government will initiate steps for the full exploitation of existing 
potential currently farmed by foreigners.
8.42 In order to meet the above objective, the following strategies 
will be implemented:-

• Stricter enforcement of regulations will be instituted against 
fishing methods that lead to over-exploitation and destruction of 
breeding grounds, including a total ban on fishing in certain areas 
during specified periods.

!

• Continuous monitoring of pollution threats in the lakes, rivers 
and the ocean will be effected.
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• Research will be conducted to ensure that any new species intro­
duced will lead to increased fish production without damaging 
the ecology.

• Fish breeding farms will be introduced for restocking of the dep­
leted areas and species and for supplying fish farms and ponds.

• Basic spatial infrastructure at landing sites in the form of access 
roads, slipways, cold stores and ice-making plants will be pro­
vided.

:
:
i

• Credit facilities will be given to fishermen through co-operatives 
and lending institutions to enable them to acquire better fishing 
gear, transport and storage facilities and for fish processing and 
marketing.

In the case of deep-sea fishing, Government will draw up 
strategies for the development and utilisation of the country’s 200-mile 
Exclusive Economic Zone. During the Plan period, consideration will 
be given to the possibility of leasing this zone to competent bidders 
who, apart from paying rent for exploiting these resources would also 
contract to assist the country in developing the nation’s deep-sea fish­
ing fleet and training of the requisite manpower.

e) Tourism and Wildlife Development and the Environment

The increased pressure on land due to human settlements for 
agricultural production is likely to limit land availability for wildlife 
conservation. Yet, in certain ecological zones of the country, wildlife 
conservation and management offers the only ideal balance between 
human economic activity through tourism and environmental conser­
vation. Apart from these considerations, wildlife conservation is an im­
portant factor in preserving the ecological balance, and a natural 
heritage we must preserve for posterity and for sheer aesthetics. There 
is, therefore, need to establish the optimal balance between devoting 
such lands to wildlife and demand for human settlement.

Government will continue to promote wildlife protection and 
conservation activities through:-

• vigorous suppression of recently increased poaching activities 
through the deployment of more, better trained and properly 
equipped anti-poaching units;

8.43

8.44

8.45
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• carrying out research aimed at enhancing conservation and man­
agement of wildlife populations;

• possible translocation of certain species from threatened disper­
sal areas to parks and reserves in order to enhance their conser­
vation in furtherance of overall ecological balance and for 
tourism promotion;

• special protection of endangered species such as the rhino, 
elephant, Grevy’s zebra, Hunter’s antelope and carnivores like 
the leopard and cheetah;

• training of wildlife conservation and anti-poaching personnel to 
increase their capabilities and competence in planning and man­
agement of parks and reserves;

• reviewing of reward and remuneration schemes for wildlife and 
tourism-related staff;

• effecting physical measures such as the digging of trenches and 
mounting of electrified fences around wildlife parks to contain 
wildlife within the parks thereby protecting human lives, domes­
tic animals and crops from damage by wildlife;

• educating the public on the continuing importance of protection 
and conservation of wildlife for aesthetic value and as a natural 
heritage and for their role in maintenance of proper ecological 
balance and sustaining the tourist industry; and

• revising and updating the Wildlife Conservation and Management 
Act to reflect the changing complexities of wildlife management.

Developments in tourism over the last ten years have seen this8.46
sector shift from third to first place as a foreign exchange earner in the 
country as of 1987. The number of tourists visiting Kenya has grown 
from 344,000 in 1977 to 662,000 by 1987. Foreign exchange earnings 
from tourism during the same period have grown from K£ 48 million 
in 1977 to K£ 292 million by 1987. Taking this trend into account, it is 
clear that tourism will continue to play an important role in the develop­
ment of the country’s economy. TTie number of tourists visiting Kenya 
during the Plan period is projected to rise from the current 735 thou­
sand to 1183 thousand as shown in Table 8.5. Bed-nights for tourists are

185



forecast to grow at the rate of 5 per cent since it is expected that con­
ference tourism and visits of short duration will expand faster.

Table 8-5: Projected Number of Tourists and Earnings
(Thousands)

1990 1991 1992 19931988 1989

978 1,076 1,183889Tourists
Foreign Exchange 

Earnings
(K£ Mn.) 326 

Bed-nights 
Residents 
Non-residents 272 
Over 30 days 

Foreigners 3,930 
Total Bed- 

nights

•735 808
>

472 543 623431375

1,216 1,336 1,467 1,615 1,705
357 378

1,131I
323 349294

4,145 4,331 4,534 4,759 5,062

5,6555,333 5,990 6,350 6,731 7,135

8.47 The experience of the last twenty years indicates that the fol­
lowing issues need to be addressed with respect to the tourist industry:-i

• Past efforts have over-emphasised the promotion of foreign 
tourism whereas not much has been done to develop domestic 
tourism. In effect, Kenyans know very little of the beauty that lies 
within their own country. Domestic tourism will, therefore, be 
promoted hand in hand with international tourism.

• Certain negative consequences have emerged from tourism 
which the Government intends to address through regulation 
and other policy instruments. These include social and cultural 
pollution, considerable damage to the parks and reserves 
through careless discard of litter, noise, nuisance and general in­
terference in the normal life of wild animals.
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• The fees and taxes levied on foreign tourists are heavily sub­
sidised and do not reflect the true cost to the Kenyan tax payer 
of developing and preserving tourist attractions. In 1987 for ex­
ample, the average spending per tourist per day was KShs. 630 
which is hardly adequate to sustain even a local tourist. These 
charges will, therefore, undergo revision to reflect the true cost 
of wildlife conservation and to avoid subsidising tour operating 
companies.

Whereas it will be important to attract more tourists to the8.48
country, caution will be taken to mitigate the negative externalities 
mentioned above. While efforts shall be made to realise a flow of some 
1,000,000 tourists by 1993, encouragement will be given to the kind of 
tourism that maximises foreign exchange earnings and employment. 
Less encouragement will be given to the “package tourists” who gener­
ally spend very little money during their stay in Kenya besides creating 
considerable congestion in the parks, thereby affecting wildlife be­
haviour and depreciating the viewing experiences of others, and in cer­
tain instances adversely effecting cultural and moral values.
8.49 To ensure that tourism develops in the right direction, Govern­
ment will during the Plan period:-

• give various incentives for the encouragement of domestic tour­
ism through the Domestic Tourist Council;

• intensify tourism marketing abroad through carefully targeted 
and better publicity;

• intensify the control of tour operations in hotels, restaurants, 
travel agencies, curio shops and other tourism-related enter­
prises to ensure that correct levels of earnings are realised, nega­
tive impacts of tourism minimised and environmental tranquility 
maintained in the parks, reserves and beaches;

• indigenise the ownership and management of the tourist in­
dustry; and

• ensure the provision and maintenance of desirable infrastruc­
ture, especially transport and communications facilities, to meet 
the needs of the rapidly growing tourist industry.
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f) Mineral Resources Development and the Environment
Various mineral occurrences have been identified whose8.50

further exploration, prospecting and development will require col­
laborative efforts by both the Government and the private sector in 
order to maximise fiiture benefits which accrue from the exploitation 
of these resources. As scales of workable deposits must depend on good 
geological maps, Government accords high priority to this activity and 
will give various types of incentives to encourage mineral exploration, 
prospecting and development. Government will also carry out the fol­
lowing activities in order to further promote mineral development:-

j

3

:

• geophysical surveys and research programmes including re­
gional mapping of unmapped parts of the country;!

• revision mapping to evaluate the mineral potential of areas al­
ready mapped on a reconnaissance scale;

• geochemical exploration using both aerial and ground tech­
niques;

• chemical prospecting for the appraisal of mineral deposits and 
core drilling to carry out in-depth investigations of the economic 
potential of such deposits;

• complete and up-to-date registration of all geological and min­
eral fields in the country;

• maintenance and continuous up-dating of the mineral inventory 
of the country;

• effecting measures to ensure the safety and security of mine 
workers in mining and quarrying industries; and

• review of laws and regulations governing mineral resources to 
ensure consistency with the current needs and technological ad­
vances in this field.

83 TECHNOLOGICAL DIMENSIONS IN THE USE OF 
NATURAL RESOURCES

8.51 The choice of technology in the use of natural resources for the 
production of goods and services has a direct influence on the future
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state of our environment in terms of the produced output, wastes 
generated and socio-cultural changes induced. Technological applica­
tions developed from research are critical to the long-term develop­
ment of any nation. The appropriateness of technology will be 
predicated on the balance of environmental and economic costs and 
benefits. In order to foster the use of appropriate and environmentally 
sound technology, Government will, therefore, actively encourage:-

• the efficient use of energy, its conservation and greater reliabil­
ity on renewable energy resources;

• the production of goods that are accompanied by by-products or 
wastes that can be re-used or re-cycled;

• the use of local renewable material inputs;

• technologies with minimal noxious or dangerous emissions and 
wastes;

• the application of technologies that minimise wastes and which 
exhibit re-cycling possibilities;

• technologies with minimum disturbance to the natural eco-sys- 
tems;

• the use of local talent and inputs wherever practicable; and

• active development of innovations and inventions.
8.52 To this end, Government will strengthen the capabilities of our 
research institutes and create the necessary machinery for the transla­
tion of research findings into industrial applications to ensure that tech­
nologies applied to development are not only cost-effective, but also 
environmentally sound. To this end, the relevant technical arms of 
Government under the professional guidance of the Kenya Bureau of 
Standards will enhance on-going research into technologies and appli­
cations appropriate to our environment. This will be co-ordinated with 
other research developments proposed in Chapter 7.
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8.4 MANAGEMENT OF DISASTERS
8.53 The stability of both the natural and human environment is 
often threatened by natural and man-made disasters. There are three 
common categories of disasters viz:-

• Natural disasters resulting from geological events such as earth­
quakes, landslides, volcanic eruptions and such atmospheric 
phenomena as hurricanes and lightning. Since 1982, about 600 
earthquakes have been reported in Kenya with most epicentres 
being in the Rift Valley and Nyanza geological formations. These 
centres are located in zones that are heavily populated and thus 
pose grave risks to human life and property. Landslides have 
often occurred in highland areas. The threat of lightning has be­
come a phenomenon of national concern especially in areas 
around Lake Victoria and parts of Western Province.

• Natural disasters arising from a combination of geophysical and 
climatic factors such as floods and droughts. Droughts have in re­
cent years been a major problem especially in the northern and 
eastern parts of the country while floods have occurred with in­
creasing frequency in the Kano Plains, the Tana River system 
and in the Yala/Nzoia River systems.

• Disasters directly related to human action. These include forest 
fires originating from the practice of garden clearing by burning 
and the threat of man-made disasters occurring in industry, ag­
riculture, construction and mining operations carried out in 
some parts of the country without the necessary safeguards, re­
sulting in injuries and sometimes death.

8.54 Experience from events in other countries as well as those from 
our past will be used to build up adequate capacity for prediction and 
anticipation of disasters, as well as the technical and resource capabili­
ties for coping with them when they strike. An inter-agency Disaster Re­
lief Committee established under the Office of the President in 1984 to 
address the then prevailing drought has since been disbanded. This ad- 
hoc approach did not constitute creation of the necessary level of pre­
paredness to handle disasters especially those of catastrophic 
magnitudes. In addition to the institutional framework required for an­
ticipation of, and effective reaction to disasters there is need for a legal 
framework in the form of an act of Parliament enabling such institu­
tions to respond and marshall the necessary resources for coping with 
such situations quickly and effectively. During the Plan period, the nec-

l
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essary legal and institutional frameworks will be designed and put in 
place, and a programme of training launched to build the necessary 
managerial competence for disaster management and disaster relief 
administration. This will supplement the early warning systems pro­
posed in Chapter 6.

8.5 INTERNATIONAL DIMENSIONS
8.55
held in Stockholm, Sweden in 1972 culminated in the establishment of 
the United Nations Environment Programme (UNEP) and the Van­
couver Conference on Human Settlements of 1978 which led to the es­
tablishment of The United Nations Centre for Human Settlements 
(HABITAT) both headquartered in Nairobi. The Government is fully 
committed to policies and strategies of sound environmental manage­
ment and human settlements development not only within the country 
but also in the wider sub-regional, regional and international contexts. 
This commitment precedes the formation of these agencies, but has un­
doubtedly been greatly influenced in recent years by their operation. 
Kenya is also signatory to a large number of environmental treaties and 
conventions that link her to sub-regional, regional and global action 
programmes on environmental conservation and management and 
human settlements development. Government will continue to render 
support to collaborative efforts in these fields in its commitment to pro­
mote a better quality of life for man.

The United Nations Conference on the Human Environment

OO------
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CHAPTER 9

EMPLOYMENT AND HUMAN RESOURCES 
DEVELOPMENT

9.0 INTRODUCTION
The ultimate success of planning for economic and social pro­

gress depends to a large extent on the people who are the most critical 
resource in the development process. Human beings constitute the 
creative genius and impetus for development. They are the principal 
agents of change and the central pillars of the economy. While people 
are the ultimate beneficiaries of economic and social development, 
they are also the most vital input in the productive, distributive and ex­
change processes of the economy. They also provide the market for 
goods and services, thus generating the motive power for progress.

The dynamic of human development is dependent on the level 
of effort employed toward bringing up a healthy population that has the 
strength and will to turn the wheels of progress for the general welfare 
of the people. A healthy nation stems from a healthy populace. Health 
here is interpreted as being not the mere absence of disease but the 
complete physical, mental, spiritual, social, cultural and emotional well- 
being as encapsulated in the set of values and attributes that contribute 
towards the development of the total person. Thus the development of 
human resources as envisaged in this Plan encompasses all these di­
mensions. It involves various stages of socialisation and stamina-build­
ing beginning with mother-care, through peer-group interaction at 
pre-primary, primary, secondary and tertiary levels and the work-place. 
Once this process has taken place, man is poised for the challenges of 
survival and development.

The production of goods and services is predicated on the pos­
session of requisite knowledge, proper attitudes and appropriate skills, 
capabilities, capacities and values in addition to land, capital and tech­
nology. Kenya is neither well endowed with physical natural resources 
nor capital and technology, but has ample potential for sustained socio­
economic development through the abundance and vitality of her 
human resources. In this regard, vigorous steps have been taken since 
Independence to equip the population with the necessary knowledge,

|

9.2

9.3
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skills and attitudes. Some of the problems that have been encountered 
in the process and which are discussed in this Chapter include the fol­
lowing:

• a rapidly growing, dependent population which diverts much of 
the country’s resources to consumption and, therefore, leaves 
less for saving and investment;

• a rising number of unemployed in the urban areas of the country, 
as well as widespread under-employment in the rural areas;

• shortages of persons with a wide range of critically important 
skills, constituting major constraints in achieving planned goals 
and targets;

• organisational weaknesses in institutional development; and

• lack of correct, market-based financial incentives and rewards 
which would attract people towards vital productive activities.

There are other major human resource development factors 
such as nutritional improvement and health-care programmes which 
increase the productive capacity of the population. These factors are 
dealt with in other chapters of this Plan particularly Chapter 10.

The problems enumerated above are to a large extent deeply 
rooted in the social and cultural milieu, and the structural maladjust­
ments in the economy. Their solution, therefore, calls for the applica­
tion of the appropriate mix of long, medium and short-term 
approaches. In the long-term, consideration will first be given to the 
supply side of the problem by implementing measures to reduce the 
population growth rate which has a bearing on the size of the labour 
force. This is where the strategies for the control of population growth 
discussed below become relevant. Secondly, technological innovations 
will continue to be developed and transmitted for general application 
to increase labour productivity. Thirdly, major changes in the organi­
sational and legal systems affecting production, marketing, investment 
and institutional restructuring will be considered. Lastly, those changes 
in the education and training policies proposed in the Report of the 
Presidential Working Party on Education and Manpower Training for the 
Next Decade and Beyond and accepted by the Government vide 
Sessional Paper No. 8 of1988 will be implemented during this Plan pe­
riod.

9.4

9.5
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Medium-term considerations will relate to the impact of policy 
changes in economic restructuring as outlined in Sessional Paper No.l 
of 1986. Of particular importance are changes affecting prices and 
wages, access to credit and the acquisition of appropriate skills through 
training. Short-term measures will address the question of how the 
economy can be made to expand its capacity to absorb more labour 
given the current levels of capital infrastructure especially in the in­
dustrial and agricultural sectors. In particular, it is expected that con­
siderable employment expansion will be achieved through full 
utilisation of excess capacity in industry, as indicated in Chapter 7, in­
creased production of tea and coffee in the agricultural sector and ex­
pansion of small-scale enterprises in both sectors.

The Sixth National Development Plan will mainly address the 
medium and short-term measures so as to specifically generate employ­
ment opportunities for the 2 million people that will be entering the 
active labour force during the five-year period. The Plan will also lay 
the foundation for addressing the long-term issues which cannot be ig­
nored at this stage, but which will also be pursued in the two ensuing 
Plans which, together with the present one, should progressively and 
cumulatively deal with these issues in the time horizon of Sessional 
Paper No. 1 of 1986.

Against this background, this Chapter discusses various issues, 
policies, objectives and strategies relating to human resources develop­
ment and employment that will obtain during the Plan period. It has 
drawn heavily from, among others, the Report of 1988 Presidential 
Working Party on Education and Training for the Next Decade and Bey­
ond, Sessional Paper No. 1 of 1986 on Economic Management for Re­
newed Growth, the 1985 Sessional Paper No. 2 on Employment and the 
1981 Presidential Working Party on The Establishment of a Second Uni­
versity. It spans the whole spectrum of employment, education and man­
power planning, training and development in the various sectors of the 
economy, as well as matters related to labour productivity, technologi­
cal development, incomes and wages guidelines.

9.6

9.7

!

9.8

I

9.1 THE EMPLOYMENT PROBLEM
9.9 The need to create employment opportunities for all Kenyans 
was clearly stated in Sessional Paper No. 10 of1965. In the intervening 
period the Government has taken several actions to address it in the 
light of changing circumstances. First was the National Assembly’s Re­
port of the Select Committee on Unemployment of1970. In response to 
concerns raised by the Select Committee, the Government invited the
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International Labour Organisation (ILO) in collaboration with United 
Nations Development Programme (UNDP) to carry out a study of the 
employment situation in Kenya. A report entitled Employment, In­
comes, and Equality: A strategy for Increasing Productive Employment 
in Kenyawas subsequently submitted to Government and published in 
1972 in response to which the Government published Sessional Paper 
No. 10 of 1973 on Employment.

These documents established the Government’s approach to 
the employment problem until it was updated by the Presidential Com­
mittee on Unemployment of 1983 which formed the basis for the publi­
cation of Sessional Paper No. 2 of 1985 on Unemployment. Taking the 
essential elements of that Sessional Paper, Government, in the pre­
paration of Sessional Paper No. 1 of1986 on Economic Management for 
Renewed Growth not only put the unemployment problem in its long­
term perspective, but also brought into sharper focus its relationship 
with the evolution of the structural characteristics of the economy 
within the context of which growth is billed to be the main generator of 
employment.

9.10

The causes of unemployment and under-employment in Kenya 
are partly related to seasonal phenomena and partly to information 
gaps, time lags and structural imbalances and rigidities. Many of those 
currently unemployed in towns could find work in the countryside. To 
do this, they may have to accept that their qualifications may not be 
sufficient to entitle them to urban modem sector employment. Others 
who have migrated to the towns because of wage differentials may sim­
ilarly become employed were they to accept lower wages. The inflexi­
bility of money wages will to some extent be overcome through use of 
the Wages Guidelines. Other common causes of unemployment relate 
to deficiencies in domestic and international demand, where the costs 
of Kenyan goods may well feature as a key criterion in determining 
demand and consequential employment. Yet, the availability of com­
plementary inputs such as land, tools or management skills has notice­
able short-run implications on job availability. These issues form part 
of the agenda for action for human resources development under which 
they will be reviewed and examined in depth during the Plan period.

9.11

92 EMPLOYMENT CREATION STRATEGIES

9.12 Employment is the means by which people provide themselves 
with access to the essential basic needs. Despite past Government ef­
forts to alleviate it, unemployment still remains a serious problem. As 
indicated in Sessional Paper No. 1 of1986, the levels at which jobs can
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be created will depend on the rate of economic growth and develop­
ment particularly as these give rise to complementary inputs and access 
to markets.
9.13
external factors beyond our control such as a world recession, inflation 
or contraction in the inflow of external investible resources, rapid 
growth and hence employment expansion will still largely depend on 
internal factors. In particular, there is need for the adoption of policies 
and supporting programmes that provide incentives for increased in­
vestment in both the private and public sectors of the economy. These 
will include appropriate fiscal and monetary policies, the development 
of capital markets, appropriate interest rate policies, the proper 
functioning of the marketing and pricing systems, and the development 
and expansion of the domestic and external markets for our products.

a) The Employment Scenario
9.14
period is summarised in Table 9.1. As can be seen from this table, the 
total population will grow from an estimated figure of 22.7 million in 
1988 to 27.2 million in 1993. The labour force, defined as members of 
the population who are economically active, i.e. those between 15 and 
64 years of age, either working or searching for work, is expected to 
grow from 8.6 million in 1988 to 10.6 million in 1993. The largest addi­
tions to the number employed will come from small farms, urban small- 
scale and rural non-farm enterprises. Total modern sector employment 
is expected to grow at the rate of 4.2 per cent per annum, rising from 
an estimated figure of 1.37 million in 1988 to 1.68 million in 1993. It 
should be noted that the extent of unemployment in the rural areas is 
difficult to estimate because it mostly exists in the form of disguised 
under-employment.
9.15
and medium-term will revolve around the following considerations:

• The need to generate employment in terms of the number of 
people actively engaged in economically useful activities, which 
in general should increase in step with the additions to the labour 
force. During the Plan period, the overall impact of employment 
arising from new investments will probably be small because 
such investments will take a much longer gestation period. 
Hence there is need for more intensive use of existing capacity 
especially in the industrial sector.

While the rate of economic growth will be partly affected by

The employment scenario faced by the country during this Plan

In the above context the areas of major concern in the short
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\• In agriculture, the rural non-farm and the urban informal sec­
tors, the employment problem takes the form of under-employ­
ment which results from the failure of people to obtain jobs 
appropriate to their skills, and the lack of capital and other com-

i

!

:

i

Table 9.1: The Employment Scenario
(Thousands)

19931988

Rural Urban Total Rural Urban Total New
Jobs

5,578 27,214
2,275 10,577

18,698 3,959 22,657 21,636 
6,933 1,623 8,556 8,302

Population 
Labour Force 
Modern Employment 

Private Employees 
Public Employees 
Self-employed 

Total Modem 
Informal Urban 
Small Farms 
Rural Non-farm 
Total Employment 
Unemployed

9
217 443 660 235
226 440 666 264

608 843 183
514 778 112

61 20 
1,183 1,682 315

730 730 289
7,070 1,015 

733 298
1,913 10,215 1,917

362 362 (104)

614141
443 924 1,367 499

441441
6,055 7,0706,055

733435435
6,933 1,365 8,298 8,302

258 258
!

The participation rates for rural areas are assumed to be 69.8 per 
cent for males and 91.5 per cent for females.

Public sector employment is expected to grow at 3.2 per cent p.a. 
which is less than the recent historical growth of 4.7 per cent.

It is assumed that there will be mainly underemployment but not 
open unemployment in the rural areas.

It is further assumed that the historical unemployment rate of 16.2 
per cent of labour force in urban areas will remain the same during 
the Plan period.

Notes: 1)!
■

2)

3)

4)

l;
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plementary factors of production. This category includes sub­
sistence farmers, informal sector employees and casual and part- 
time workers. The promotion of employment creation in these 
sectors will require enhancement of the productivity of rural ac­
tivities through the provision of credit, inputs and extension serv­
ices for on-farm work and non-farm small-scale enterprises; and 
in the urban areas, provision of appropriate technologies and ex­
pansion of marketing opportunities for the informal sector.

b) Public Sector Employment
9.16 Since Independence the public sector has remained the largest 
source of employment in Kenya. However, as noted in the Report of 
the Working Parly on Government Expenditure of 1982, the expansion 
of the public sector at the rates so far recorded had resulted not only in 
over-staffing in certain areas but also in overwhelming wage expendi­
tures which have tended to reduce funds for necessary complementary 
services to the extent of creating diminished efficiency in both develop­
ment efforts and the provision of public services. Currently, Personal 
Emoluments alone account for over 63 per cent of the Government’s 
Recurrent Budget. Large numbers of people have been employed in 
parastatals without an accompanying increase in efficiency and profi­
tability. These trends can no longer be sustained in view of expected 
budgetary constraints.
9.17 During the Plan period, Government will, therefore, continue 
to implement the Budget Rationalisation Programme to ensure that:

• a slower growth rate of employment in the public sector is at­
tained;

■

• greater emphasis is laid on more efficient utilisation of existing 
staff and facilities, to achieve better rationalisation of the rela­
tionship between personal emoluments and operational costs for 
public entities;

• local authorities are only allowed to engage additional staff when 
this contributes to expanded sendees and that such additional 
employment will have to be authorised by the Government;

• expansion in the Teachers Service Commission is strictly in line 
with the requirements and needs to meet the objectives for the
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education system as established by the Working Party on Educa­
tion and Manpower Training of1988 and elaborated later in this 
Chapter;

• public sector employment is reduced through divestiture of non- 
strategic activities;

• regulations and practices which compel the Government to au­
tomatically absorb works-paid staff in certain ministries and 
which in the past led to unnecessary expansion of Government 
employment are reviewed;

• sound criteria are established for achieving the right staffing mix 
between professional and supportive staff cadres to remove the 
existence of over-staffing in certain areas and under-staffing in 
others;

J

• greater emphasis is laid on in-service and on-the-job training to 
improve the efficiency of existing staff and to encourage them to 
actively look for self and private sector employment opportuni­
ties; and

!
■

I

i i<i

i
'J

i ;

• public sector training policy is clearly understood. Trainees will 
not automatically be absorbed into Government employment 
but will compete for entry, with the balance being either self-em­
ployed or otherwise find work in the private sector.•i

c) Private Sector Employment
9.18 In line with the strategies for financial restructuring proposed 
in Sessional Paper No, 1 of1986 and the proposals outlined in Chapter 
4 of this Plan, Government will, by gradually reducing its borrowing 
from the banking sector, allow the private sector greater access to in- 
vestible resources. Employment-specific incentives will also be pro­
vided to create more jobs in both the urban and rural areas.

d) Creation of Jobs in Trade and Industry
9.19 As mentioned in Chapter 7, Government will induce the pri­
vate sector to create more jobs in both trade and industry by providing 
an enabling environment for new investments, productive deployment
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of capital and introduction of labour-intensive innovations. Trade 
policy will continue to be so re-oriented as to reduce the degree of pro­
tection previously accorded to import-substituting activities and to in­
crease returns on non-traditional exports. Interest rates on loans will 
be maintained above the inflation rate to screen out unproductive uses 
of savings. The modern industrial sector will be developed on the basis 

/ of relatively high and rising productivity and be made to attract and 
generate indigenous entrepreneurs and managers. The sector will also 
be made to support and promote the development of agriculture and 
the rural areas in general.

e) Employment Opportunities in the Agricultural Sector
9.20 As stated earlier, agriculture will continue to play a major role 
in stimulating and supporting growth during this Plan period and bey­
ond. So far as employment is concerned, the sector will absorb more 
farm workers, increase family incomes, and catalyse the growth of off- 
farm activities in the rural areas. To achieve these targets, Government 
will continue to encourage the sub-division of large farms in those areas 
where it has been shown that employment and output per hectare are 
generally higher for small farms than for larger ones. It will also, by way 
of foreign exchange releases and the support of the co-operative move­
ment, ensure the timely and convenient availability of complementary 
inputs. Since extra employment will be associated with expansion of 
output, greater emphasis will be laid on improving agricultural market­
ing including processing, grading and packaging for export

I) Employment Opportunities in Small-Scale Enterprises
9.21 The scope of economic activities in the small-scale enterprise 
sector is enormous. Such activities include retail trade, construction, 
wood and metal work, transportation and tourism, among others. Some 
of these activities generally go unrecorded in the official accounts, yet, 
according to recent studies, they employ from 40 to 60 per cent of the 
urban labour force and contribute between one-quarter and one-third 
of total urban incomes. The role of these activities in generating jobs 
and incomes in the rural areas is also significant. Several measures 
which will be undertaken to promote small-scale enterprises and which 
have been discussed at length in Chapter 7 will play a key role in gener­
ating employment opportunities in both rural and urban areas.
9.22 Early in the Plan period, Government will launch a Small-Scale 
Enterprise Devebpment Programme with the intention of identifying 
and addressing constraints which hamper the sector’s capacity to ex-

201



;
.

pand. These constraints arise from lack of diversity, easy saturation of 
the market, lack of market information, low capacity to adapt to chang­
ing circumstances and inherent uncertainty in general. All these defi­
ciencies have had the effect of reducing the sector’s capacity to create 
secure jobs.

g) Employment of Women
9.23 According to recent labour force surveys, approximately 87 per 
cent of the adult female population in the rural areas are employed in 
agriculture. This arises because most adult males tend to migrate to 
urban areas in search of wage employment. In addition, participation 
of women in informal sector non-agricultural activities is overwhelm­
ing. In spite of the critical role women play in the development of the 
economy, and as outlined in Chapter 1, there are several problems 
facing them in their efforts to upgrade themselves into the formal 
labour market where incomes are higher and working conditions much 
better.
9.24 During the Plan period, Government will continue in its en­
deavour to ensure that women are increasingly and productively em­
ployed in all sectors of the economy. This goal will largely be pursued 
through expansion of educational and other opportunities for women 
with the aim of increasing their participation in the formal sector es­
tablishment.

11

93 LABOUR PRODUCTIVITY AND TECHNOLOGICAL 
DEVELOPMENT

a) Labour Productivity
9.25 The production of goods and services requires the appropriate 
mix of physical, financial and manpower resources. The quantity and 
quality of goods and services that can be produced given available nat­
ural and financial resources depend on the quality of labour input and 
consequently on the level of technological application. However, the 
concern in development programming is not merely that of the abso­
lute amount of capital and human resources that is committed to pro­
duction of goods and services. For a country like Kenya with a narrow 
natural resource base and scarcity of investible capital, the issue be­
comes one of ensuring the highest returns per unit of the resource 
utilised. Thus, the employment problem can be restated in terms of re­
source productivity and particularly the productivity of labour. But 
since labour productivity also largely depends on the level of techno-
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logical application, and since Kenya does not as yet have the necessary 
resources for the independent development of technology, the employ­
ment question must, at least in the short-term, be related to technology 
choice and transfer.
9.26 Kenya currently exhibits the dual characteristic of having a 
small, dynamic, high productivity modem sector enclave utilising 
sophisticated technologies largely transferred from abroad, co-existing 
with a large but low productivity rural agricultural sector, the activities 
of which are characterised by widespread under-employment. The 
modern sector of the economy on the other hand is characterised by 
excess capital capacity. These observations suggest that there are severe 
imperfections in the market for investible funds which will have to be 
addressed during the Plan period.

b) Technological Development
9.27 Government’s approach to foreign investment inflows and the 
transfer of technology will be to encourage appropriate technologies 
and sound investments through low effective rates of protection, invest­
ment and tax allowances, easier access to foreign exchange allocation 
and improved export compensation where necessary. Of particular im­
portance will be those technologies applicable to the development of 
small-scale enterprises. The Kenya Bureau of Standards will be re­
quired to address itself to the issue of recognising emerging appropriate 
technologies that may currently not be in use on account of being dis­
qualified by inappropriately sophisticated standards. Government will 
establish the necessary machinery to protect technologies and other 
discoveries arising from among Kenyans. Further developments in in­
vestment and technologies will be centred not only on the small-scale 
enterprises but also in the Export Processing Zones and the Manufac­
ture-Under-Bond facilities discussed in Chapter 7. Research and tech­
nical training institutions will also be required to develop indigenous 
technologies and to disseminate technological information effectively.

9.4 INCOMES AND WAGES POLICY 

a) Strategy for Equitable Income Distribution 

9.28
and means of expanding and distributing the fruits of economic growth 
equitably of which creating jobs is one of the most important. Empha­
sis has in the past been put on reducing the income gap between and 
among urban and rural areas, wage earners in different sectors, persons

One of the basic objectives of the Government is to find ways
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of different ethnic origins and persons with different levels of educa­
tion, through fiscal, monetary and other policies.
9.29 Incomes policy affects the relative size of earned incomes. Fis­
cal policy, particularly through the tax structure, reduces differentials 
in incomes by taxing proportionately more the larger of the earned in­
comes while welfare measures ensure that the very poor and unfor­
tunate gain access to health, education and other basic needs at reduced 
or no cost. Each of these three measures is necessary but not sufficient 
to bring about equitable distribution of the benefits of economic 
growth. Even though these measures have been taken, the degree of 
income inequality is still a problem that will require to be addressed 
during this Plan period. Bridging the gap between the rich and the poor 
has not been easy mainly because of the inability of the economy to pro­
vide enough income generating opportunities, lack of capital and inap­
propriate skills, attitudes and knowledge on the part of the unemployed 
and increasing tax evasion especially by non-wage income earners.
9.30 As already indicated, this Plan aims at renewed rapid economic 
growth at the rate of 5.4 per cent per annum during the period 1989- 
93. The attainment of this growth objective will not only facilitate equi­
table distribution of economic benefits to Kenyans but also the 
realisation of the Plan theme, “Participation for Progress”. In addition, 
the differentials between high and low incomes will continue to be re­
duced through administrative means such as taxation, the pricing sys­
tem, tariffs, Harambee contributions and Wages Guidelines.
9.31 Government will adopt the following incomes policy measures 
in order to realise more job opportunities among other objectives:-

• Gains from increased productivity will be shared among work­
ers through higher wages; consumers through lower prices; in­
vestors through a fair return on invested capital and the 
unemployed through creation of more employment opportuni­
ties.

!;

• Differentials in earned incomes will continue to be reduced 
through progressive taxation and the provision of welfare serv­
ices to those in low income groups and elimination of excessively 
high incomes.

• Policies and measures to control monopolistic practices and 
excess profits earned by businesses will be implemented. These
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will include pricing policies and industrial incentives that will 
also promote the employment of labour.

• Property incomes will be controlled at levels that will not hamper 
investment.

2

1

■=

• Comprehensive property taxes, and in particular land taxes 
based on size and land ceilings to effect redistribution of wealth 
will be instituted.

• Support will be given to activities that promote the generation 
of non-wage rural incomes, particularly for small farmers and 
rural non-farm workers in order to increase the relative attrac­
tiveness of rural life vis-a-vis urban life and to promote agricul­
tural output so as to reduce urban unemployment and poverty. 
Measures will also be taken to ensure that farmers do not sub­
sidise urban dwellers.

■

b) Wages Guidelines
In an open market economy like Kenya, it is expected that the 

price of labour, or wage rate, should correspond to its market value. 
Differences in wage rates must, therefore, reflect differences in skills 
and levels of sophistication in the technologies embodied in various 
types of investments. This is the general environment in which the 
Government would like to maintain the wages regime. However, given 
the dualistic character of our economy, market forces would not work 
perfectly, and hence Government has in the past maintained a two-tier 
wages policy.
9.33
terprises and the urban informal sectors are determined by market 
forces and, therefore, respond to factors such as demand, supply and 
seasonality. For modern large-scale agriculture, modem industrial and 
commercial sectors and the public sector, wages are set through the ap­
plication of Wages Guidelines by the Industrial Court. The Guidelines 
set minimum limits for negotiated wage settlements taking into account 
the cost of living among other factors. In the public sector, wages have 
been determined through periodic salary reviews and schemes of serv­
ice of various categories of workers during which the Wages Guidelines 
are taken into consideration.

9.32

First, wages paid in small-scale agriculture, rural non-farm en-
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9.34 The wages regime established above has worked well in the 
past and will as far as possible be maintained. However, the following 
three special considerations will apply:-

• Care will be taken to restrain modern sector wage rates from out­
stripping rates in the rural areas unduly. This will help to stimu­
late small-scale enterprises by moderating expectations of 
job-seekers which arise from the very large wage differential be­
tween the two sectors.

• As far as practicable the differentials in wages between the pub­
lic and private sectors for the same level of skills will be reduced. 
In the public sector, parastatals engaged in industrial and com­
mercial activities which are viable and profitable will offer wage 
rates that are competitive with those in the private sector.

• In both the private and public sectors, existing wage differentials 
between Kenyans and non-Kenyans for the same skill categories 
will be re-examined. The side-stepping of this policy require­
ment through various hidden allowances and other non-wage 
benefits will be discouraged as far as possible.

9.5 POPULATION DIMENSIONS

9.35
power supply needs of the economy and the strategies to meet them 
will be reviewed within the broader framework of human resources 
development in the context of which policy action tends to elicit mul­
tiple effects far beyond the mere impartation of skills to citizens with 
which to earn their livelihood. Some of the issues encountered in this 
regard are outlined below.

a) Demographic Dimensions

9.36
rate had risen from 2.5 per cent in 1948 to 3.8 per cent in 1979. As shown 
in Table 9.2, this increase in the rate of growth has been influenced by 
several factors, notably the decline in infant and child mortality, higher 
birth rates resulting from higher fertility among women in their child­
bearing ages, and improved medical services which have helped to 
overcome infertility, reduce still-births and abortions and to generally 
lower morbidity and mortality. In this respect, it is to be noted that the

During the Plan period, the long, medium and short-run man-

On the basis of census statistics, Kenya’s population growth
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crude death rate has been declining steadily from 25 per thousand in 
1948 to 14 per thousand in 1979.

Table 92: Demographic Indicators of Census Years

197919691948 1962

16.1*Population (Million) 
Total Fertility Rate (No) 
Crude Birth Rate (Per 

1,000 Population) 
Crude Death Rate (Per 

1,000 Population) 
Natural Rate of 

Population Increase 
Infant Mortality Rate 

(Per 1,000 Live Births) 
Life Expectancy at Birth 

(Years)

10.95.4 8.6
7.97.66.7 6.8

5250 5050

141725 20

3.83.33.02.5

104119126184

54494435
s

* Adjusted for under-enumeration.

1
Correspondingly, the crude birth rate has been persistently 

high, having increased from 50 per thousand in 1948 to 52 per thousand 
in 1979. From the 1948 estimate of 184 infant deaths per thousand live 
births, infant mortality has also been declining steadily, reaching a level 
of 104 infant deaths per thousand live births in 1979. The increase in 
life expectancy over the years has also been remarkable. The 1979 esti­
mated level of 54 years compares with the world average of 62 years, 
58 years for developing countries in general and 50 years for Africa. 
Total fertility, defined as the number of live births a woman gets by the 
end of her reproductive life, has also increased from the level of 6.7 
children per woman in 1948 to 7.9 children per woman by 1979. 
However, from the 1984 Kenya Contraceptive Prevalence Survey, there 
are indications that fertility rates may be declining having dipped to a 
level of 7.7 children per woman by 1984. These statistics will be updated 
by the results of the next census to be undertaken in 1989, the first year 
of this Plan period.

9.37
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b) Implications of Rapid Population Growth Rates

Despite the projected decrease in the population growth rate 
mentioned above, it still remains high by world standards. Given the 
nature of the age structure of the population, there will be short-run 
implications on the Government’s ability to provide basic needs, while 
the long-run suggests heavy pressures on the economy which are likely 
to induce major structural and social changes that will become neces­
sary to absorb the greater labour force. These factors, together with 
other constraints that might slow down the achievement of employment 
targets shown in Table 9.1, require that all efforts be made to ensure 
that welfare targets set out in Chapter 10 are attained especially those 
relating to health, housing and water facilities. In this respect, major in­
vestment and training programmes especially for small-scale enter­
prises in both urban and rural areas are of critical importance to the 
expansion of self-employment opportunities. Population projections 
for selected groups are shown in Table 9.3.

9.38

j

;

Tabic 93: Projected Population by Selected Groups
(Thousands)

Functional Age Groups 1989 1990 1991 1992 1993

Total Population 
Children (0-14)
Pre-School Age (0-5)
Primary School Age (6-13) 
Secondary School Age (14-17) 
Female Reproductive Age (15-49) 
Productive Age (15-64)
Old Age (65 + )
Potential Labour Force

23,513 24,397 25,308 26,247 27,214
11,832 12,219 12,610 13,007 13,412
5,523 5,700 5,874 6,054 6,240
5,707 5,897 6,089 6,282 6,478
2,251 2,335 2,434 2,534 2,635
5,018 5,232 5,457 5,691 5,934

11,190 11,670 12,171 12,695 13,136
491 509 527 546 566

9,139 9,483 9,836 10,202 10,577

i) These projections are based on the 1979 census assuming that: a) mortal­
ity will decline from a crude death rate of 13 per thousand in 1980 to 
about 9 per thousand by the year 2000; b) Fertility rate will decline as ex­
pected from 7.9 in 1980 to 5.6 in the year 2000.

Potential labour force has been computed as a proportion of the popula­
tion aged 15-64 years on the basis of observed participation rates.

2)
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c) National Population Policy
Government has all along attempted to grapple with the irre­

ducible question of population growth. This is a complex issue that re­
quires to be approached from a long-term multi-dimensional 
perspective. To view the issue as one of an undesirably high population 
growth rate which must be brought down by direct population control 
measures such as contraception is to oversimplify the problem. Indeed, 
experience has shown that such approaches, even with the best inten­
tions, have not been successful principally because they tend to gloss 
over crucial economic, social and cultural considerations. They also fail 
to connect the well-being and quality of life of the people to popula­
tion control proposals.
9.40
following two premises:-

• It is neither the absolute level of population nor its rate of growth 
per se which is the major concern since with a better technologi­
cal base and resource endowment Kenya could support a much 
larger population. The major concern is that the inability of 
Kenya’s natural resource base and industry to sustain rapid 
labour force growth tends to lead to low incomes and unac­
ceptable living standards. Thus population control measures 
such as family planning must be seen as approaches toward long­
term solutions to the problem.

9.39

2 Government policy on population management rests on the

• The only way communities can be made to appreciate family 
planning activities is to impress upon them that because of re­
source constraints, families ought to have the number of child­
ren that they can adequately support. This approach requires that 
family planning activities be supported by programmes which 
will offer the prospects for better family life. Such programmes 
should result in increased agricultural production, higher in­
comes from non-agricultural activities, better nutrition, rational 
child spacing and enhanced community-based health services.

In spite of the above, the National Family Planning Programme9.41
launched in 1967 remains the cornerstone of population management 
strategies in Kenya. Since its inception, the programme has been 
operated on a free service basis as part of the national health-care 
delivery service. It has been closely linked to the Maternal and Child 
Health Care Programme which is described in greater detail in Chap-
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ter 10. While substantial progress has been made on maternal and child 
health services leading to notable declines in infant and child mortal­
ity, the family planning component of the programme has had a negli­
gible impact on Kenya’s fertility trends.
9.42 While Government policy on the question of rapid population 
growth in general is firm and transparent, decisions on family size ulti­
mately rest with the families themselves. To this extent, the most effec­
tive public policy approach in this area is, therefore, through persuasion 
and education. Government is determined to control by all legitimate 
and acceptable means the size of the population to match available re­
sources and will continue to educate Wanatichi on the effects and con- 

-sequences of large families on family welfare and the quality of life in 
general. Facilities will also be provided within easy reach for those who 
opt to practice family planning to further reflect Government’s grave 
concern on this matter.

:
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9.6 THE EDUCATION SYSTEM

9.43 In the medium-term, it is the development of the talents of 
those already born which needs to be addressed in order to ensure their 
best chances of finding suitable employment which will address their 
needs for both income, self-actualisation and personal fulfilment, 
through imparting relevant and adequate education and training.

a) Education Philosophy

9.44 The development of human resources fundamentally depends 
on the level and intensity of formal, non-formal and informal educa­
tion and training. Over the last twenty-five years of our political Inde­
pendence, the education and training system has been the subject of 
more than ten reviews by Special Commissions and Working Parties. 
Among others, these reviews include the 1964 Ominde Commission] 
the 1981 Wanjigi Committee and the 1988 Presidential Working Party on 
Education and Training for the Next Decade and Beyond. Those findings 
and recommendations of the Working Party that have been accepted 
by Government and are contained in Sessional Paper No. 8 of1988 will 
by and large determine the philosophy and scope of education and 
training programmes contained in this and subsequent Plans to the year 
2000.
9.45 The guiding philosophy on education is that in general, the ed­
ucation system should aim at producing individuals who are properly 
socialised and who possess the necessary knowledge, skills, attitudes
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and values to enable them to participate positively in nation-building. 
It is based on the following key principles:-

• It is essential to make the public aware of the importance of con­
servation and enhancement of the environment in carrying out 
their activities.

• The education system should provide skills and appropriate 
technology for effective development of agriculture, livestock, 
forestry, minerals for both large and small-scale industries and 
foster attitudes for self-employment in both the rural and urban 
areas.?

• Members of the public and the youth in particular should be edu­
cated in the most economical ways of utilising agricultural land 
while at the same time protecting the environment.

:
-

• The development of positive attitudes towards environmental 
health both in the rural and urban areas must be encouraged.

• The promotion and appreciation of the national culture in its 
various dimensions must be seen as a prerequisite for meaning­
ful national development.

• An appreciation of the need for population control and good 
family life for all communities must be developed in order to 
facilitate the fulfilment of basic needs and to foster human hap­
piness.

• Full understanding of the concept and practice of the Harambee 
Spirit and the Nyayo Philosophy in so far as they help the mobil­
isation of resources for national development at community level 
is the foundation of our development and must be actively 
fostered.

• All Kenyans must develop a sense of nationalism, patriotism, 
self-reliance and self-determination, the pillars upon which our 
national pride and dignity are built.
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b) Emerging Issues in Education
9.46 In spite of the considerable achievement Kenya has made in 
the area of education as demonstrated in Chapter 1, two significant is­
sues have emerged that will require to be given serious consideration 
during the Plan period. These relate to the relevance of the education 
system to the changing needs of the economy and the cost of education.
9.47 With regard to relevance, the Working Party Report of1988 pro­
vides a comprehensive view of how the pedagogical considerations of 
the education system should be re-oriented to accommodate the new 
philosophies that have been judged to be relevant to our future needs. 
With the introduction of the 8-4-4 education system in 1985, this 
process had already started. The 8-4-4 education system is geared to 
making the transition from formal education to general and specialised 
training for the work place more synchronised and as smooth as 
possible. This would be achieved through the introduction of vocational 
and technical courses at each level of the formal educational system. 
These courses are designed to make the graduates at each level prop­
erly oriented to face realities in agriculture, small-scale enterprises and 
other forms of self-employment that most of them will inevitably have 
to be engaged in, as opportunities for rapid generation of jobs in the 
modem non-agricultural sector will be critically limited.
9.48 The education system will, therefore, be directed to finding 
ways and means to:-

• assist the school leaver at every cycle to find gainful employment 
in the modem wage sector, small-scale enterprises and other 
forms of self-employment;

I
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• make the individual more easily trainable at higher levels of ed­
ucation and training;

• instil realistic attitudes and aspirations regarding employment in 
both the parents and school leavers; andi

• provide education as a human right as far as possible, and allow 
for both public and private participation in meeting the costs of 
achieving this objective.

9.49 The problem of financing education from the public budget 
proves to be the most critical strategic issue facing the sector. Although 
the cost of education is currently borne both by the public and private
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sectors, the share of public expenditure on education has now become 
an issue of major concern. As of 1987, over 35 per cent of the total pub­
lic sector recurrent budget was taken up by education alone, compared 
to 15 per cent in the 1960s and 30 per cent in 1980. If budgetary alloca­
tions for the training activities of the Youth Polytechnics, National 
Youth Service, Directorate of Industrial Training and the Directorate 
of Personnel Management (DPM) are taken into account, this propor­
tion approaches 40 per cent. Private spending on education is estimated 
to contribute 25, 70 and 50 per cent of the total expenditures on pri­
mary, secondary and higher education respectively. This implies that 
overall, both public and private sector allocation to education range be­
tween 10 and 15 per cent of the GDP.
9.50 This increasing claim of the education system on national re­
sources, if allowed to continue along the same trend, would seriously 
reduce the resources available to meet the growth targets set out in 
Chapter 3 of this Plan. To forestall that situation, Government will in­
troduce a cost-sharing system of education through which both public 
and private expenditures will be rationalised throughout the education 
system. As mentioned in Chapter 4, a cost-effectiveness study of the 
entire education system will be undertaken during the Plan period. In 
the meantime the implementation of those Working Party recommen­
dations that have been accepted by Government and which are con­
tained in Sessional Paper No. 8 of 1988 will take into account the 
pressure on the Government budget exerted by expenditure on educa­
tion. In applying the cost-sharing formula, consideration will be given 
to assigning the appropriate costs to Government such as those relat­
ing to general administration and professional services. Parents and 
beneficiaries of education and training will, on their part, take up those 
costs relating to the development and provision of educational facili­
ties, equipment and personnel services. These measures are additional 
to those designed to make the education system more effective and effi­
cient and to generally bring them within the ambit of the Budget 
Rationalisation Strategy.

c) Projected Enrolment

9.51 As noted above, there has been a tremendous expansion in ed­
ucational enrolment and facilities since Independence. This has re­
sulted from a deliberate policy on the part of the Government both to 
ensure that access to education is seen as an essential basic need and 
also to meet the manpower needs of the economy. It also arises from 
the pressure of private demand for education since most Kenyans 
believe that higher education enhances the prospects for wage employ-

, !

213



ment in the modern sector and, therefore, guarantees higher incomes 
and better working conditions and living standards. As already men­
tioned above, efforts to inform parents and pupils of the most likely 
long-term scenario with respect to job opportunities will be intensified. 
Projected enrolment statistics in the education system are shown in 
Table 9.4.

i
:

Table 9.4: Projected Enrolment in the Education System

(Thousands)

LEVEL OF EDUCATION 1988 1989 1990 1991 1992 1993

Primary Schools 
Secondary Schools 
Vocational & Technical 17.9 
Special Education 
Teacher Training 

Primary T.T.C.s 
Diploma T.T.C.s 
Graduate Teachers 

University Education 
Undergraduates 
Postgraduates 

Adult Literacy

5,217 5,400 5,580 5,762 5,945 6,130
735 758 790 806 812

19.5 20.4 21.2 22.0 22.9
10.3 11.3 12.5 13.7 15.1

553!
i

9.4

1 13.2 13.3 13.4 13.6 13.7 
4.4 5.0 5.8 6.7 7.8 
6.3 6.9 7.5 7.9 8.1

13.1
3.8
5.51i: II 26.0 29.9 34.4 39.5 45.5 52.3
1.9 2.2 2.4 2.7 3.1 3.4

’ I 274 301 331 364 401 441

(1) Most of these projected enrolments assume past trends as contained in 
the Working Party Report on Education and Manpower Training for the 
Next Decade and Beyond.

Primary school enrolment for each year is projected to grow at the same 
rate as that of the population group aged 6-13 years, taking the 1987 base 
year figure of 5,031,400.

The projected under-graduate enrolment is quite tentative since it is de­
pendent on availability of more teaching staff and the necessary physical 
facilities in the four Universities. There were 26,000 students in 1988 and 
this population is projected to rise to about 52,000 by 1993.

Although the Adult Literacy enrolment has been declining in the recent 
past, appropriate measures will be taken as recommended in the Working 
Party Report on Education so that this downward trend is reversed. The 
enrolment is expected to rise by 10 per cent per annum from 1988 to 1993.

I
(2)

i

(3)

(4)
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d) Pre-Primary Education
9.52 Pre-primary education, which caters for children between the 
ages of 3 to 5 years has been recognised as an important step in prepar­
ing young children for formal primary school entrance. This level of ed­
ucation is also important in the growth and development of children, 
especially in laying the foundation for a child’s life-long education and 
socialisation process. Government will, therefore, strengthen its super­
visory role at this level and foster better co-ordination among the agen­
cies handling pre-primary education such as the National Centre for 
Early Childhood Education of the Ministry of Education, the relevant 
department in the Ministry of Culture and Social Services, local 
authorities, NGOs and other private interests.

The contribution of the private sector in providing this level of9.53
education has been significant especially in the urban areas. However, 
some private interests have been motivated by the desire to make profit 
rather than the welfare of the children. Three factors have emerged in 
the development of pre-primary educational institutions. First, the 
curricula followed in these schools vary widely from region to region 
and from school to school and quite often are not properly synchronised 
with the primary education curriculum. Second, because of their con­
centration in the urban areas, the benefits arising from this level of ed­
ucation accrues more to urban children rather than to rural children
thus giving the former considerable advantages in preparation for pri­
mary school education. Third, the quality of teachers engaged in pre­
primary institutions also varies widely in spite of attempts by 
Government to offer in-service training for this categoiy of teachers.

During the Plan period, Government will take steps to ensure9.54
that:-

• pre-primary schools are expanded nation-wide especially in the 
rural areas;

• a uniform pre-primary education curriculum is introduced and 
harmonised with that for the primary school system; and

• all pre-primary schools are registered to allow for intensified and 
co-ordinated supervision throughout the country.
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e) Primary Education
9.55 In the development of human resources, the Government con­
siders primary school education not only as having the highest returns 
to the nation in all economic and cultural aspects but also a basic human 
right that should be provided to all Kenyans. Over the years since In­
dependence, Government has made efforts to achieve universal pri­
mary school education. Though these efforts have been frustrated by 
several factors including budgetary constraints, Government abolished 
direct payment of school fees from Standard I to IV in 1974, and there­
after from Standard V to VII in 1980 and to Standard VIII in 1985. In 
1979, the Primary School Milk Programme was introduced for the pur­
pose of improving the nutritional and health status of children, thereby 
considerably enhancing their learning abilities.
9.56 As a result of these measures, primary school enrolment in­
creased dramatically from 1.8 million in 1973 to 2.8 million in 1974, 
further rising by 23.3 per cent to about 3.0 million in 1978 and to 3.7 
million in 1979. Between 1979 and 1987, on average, primary school 
enrolment increased by 3.9 per cent per annum. It is projected that 
during the Plan period enrolment will rise by 13.5 per cent from 5.4 mil­
lion in 1989 to 6.1 million in 1993. The Government is satisfied with the 
considerable improvement in female enrolment which has risen from 
44 per cent of total enrolment in 1971 to 49 per cent in 1987, giving a 
ratio of boys to girls of almost 1:1.
9.57 During the Plan period steps will be taken to expand primary 
education facilities by both the public and private sectors so that all 
children of primary school age can have access to education. However, 
the following specific issues will have to be addressed:

• In line with the Budget Rationalisation Programme and the 
Harambee Spirit, parents will be encouraged to continue with 
their commendable efforts in the establishment of school facili­
ties and the provision of the equipment necessary for the full 
range of learning experience to supplement those that will of ne­
cessity be provided by the Government.

• School facilities will be provided by the Government in Arid and 
Semi-Arid Lands (ASAL) and nomadic areas to encourage 
children in these difficult areas to go to school.

• Parents and communities will be encouraged to retain their 
children in school for the whole duration of primary education
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to bring the drop-out ratio from the 1987 level of 35 per cent to 
15 per cent by 1993.

• Improvement in curriculum development already introduced 
under the 8-4-4 education system will be continued.

• The Teacher Training Programme will be expanded with the aim 
of increasing the supply of trained teachers and reducing the pro­
portion of untrained teachers from 30 per cent in 1987 to 20 per 
cent by 1993.

• An efficient system for primary school supervision and inspec­
tion will be developed.

f) Secondary Education
Following the rapid expansion in primary school enrolment9.58

and the past high demand fot this level of education, secondary school 
education has also witnessed tremendous expansion. In 1963, there 
were only 151 secondary schools of which 119 were Government main­
tained and 32 private. By 1987, these figures had increased to 2,485 
schools of which 635 were Government maintained, 1,497 Harambee 
and 353 unaided private schools.
9.59 The development of the secondary school system has not been 
without problems. Among others, there has been over-enrolment espe­
cially in Harambee and private secondary schools as a result of which 
the use of facilities and staff has been severely over-stretched. Second, 
the quality of education in some private schools has been questionable 
because of the use of poorly trained teachers and the non-application 
of authorised and recommended curricula. Third, with the major re­
orientation in education philosophy embodied in the 8-4-4 system, the 
existing curricula require major realignment to dovetail them with 
those for primary schools, institutions of higher learning and training 
institutions. !

As indicated in the 1988 Working Party Report, Government9.60
will take steps to moderate the expansion of the secondary school sys­
tem in the country to bring it in line with the demands placed upon it 
by the expanding supply from primary schools and national require­
ments for higher education and training. The establishment of new 
schools will be given low priority. Rather, there will be more extensive 
use of existing facilities through the establishment of at least three
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streams for each class in all schools. It is also at this level that the cost­
sharing principle will be fully applied so that the establishment of ad­
ditional secondary schools will be largely the responsibility of the 
communities and the private sector. Government will, however, under­
take to train more teachers for this level of education and to provide 
more effective supervision and counselling. Control on the quality of 
education in private schools will be strictly applied through licensing 
and supervision.

g) Special Education

9.61
primary and secondary levels, relatively little attention has been paid 
to the needs of those suffering from blindness, deafness and from other 
physical and mental disabilities. The handicapped are, however, an in­
tegral part of our society and it is our inescapable responsibility to en­
sure that they are given a fair chance to make their contribution to 
national development in spite of their disabilities. Lack of public con­
cern for these groups of persons has led to the mistaken belief that this 
area is the exclusive province of religious groups and other Non- 
Governmental Organisations.
9.62
these NGOs and other private philanthropic groups during the Plan pe­
riod, it will aim at reaching most children in this category by providing 
more public funds and facilities for the purpose. Parents of such dis­
abled children will be encouraged to enrol them in appropriate schools 
instead of hiding them at home as has been the case in some instances.

h) University Education

9.63
development of the nation has been comprehensively dealt with in the 
Report of the Presidential Working Party of1988. The Government has 
accepted most of the recommendations on the Working Party under this 
heading and is committed to their effective implementation during the 
Plan period and beyond. However, in implementing these recommen­
dations, Government will take the following considerations into ac- 
count:-

• There is need for expansion of university education in the 
country which arises from the following factors: first, this level 
of education is necessary in generating a pool of highly qualified 
personnel in various specialised skills. Greater numbers of

In focussing attention on the education of normal children at

While Government will further encourage the activities of

The unique role university education should play in the

I

i
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graduates will generate the potential for promoting higher pro­
ductivity of capital and other resources in their individual capaci­
ties as farmers, engineers, doctors, industrialists, scientists, etc. 
The need to expand university places should not, therefore, be 
related exclusively to public sector employment. Second, the 
ratio of university graduates to the population is still relatively 
low in Kenya as compared to other countries with similar levels 
of development and in relation to the level of technological 
sophistication the country has attained.

• Because of the shortage of university places locally, many Keny­
ans have sought university education overseas with two impor­
tant consequences. First is the high cost in terms of foreign 
exchange and second, there are serious difficulties in determin­
ing the quality of education from some foreign universities.

• The cost of university education is high and is one of the major 
sources of concern in public financing.

In light of the above, the Government intends to double the9.64
level of student in-take in the already existing universities as compared 
to the position in 1988. Government will encourage the establishment 
of private universities provided they meet the standards set by the Com­
mission for Higher Education in terms of syllabi, quality of teaching 
and laboratory and library facilities. With expanded university oppor­
tunities, it is expected that families will meet the cost of teaching in the 
spirit of cost-sharing. However, special fellowships will be made avail­
able for needy students who display exceptional talent in critical skill 
fields. Increasing opportunities will also be availed for the acquisition 
of university level training through adult and distance education.
9.65 In addition to the demand for the training programmes offered 
locally, the high and rising number of Kenyans who have gone overseas 
for education and specialised training reflects both the value of such 
training and the limited capacities in local institutions. Overseas train­
ing, however, can only be regarded as complementary to local training 
and a means of transferring technology and knowledge from in­
dustrialised countries. Of the estimated 12,000 students currently train­
ing abroad in various disciplines, nearly 60 per cent are in North 
America and about 24 per cent in India. Almost 90 per cent are spon­
sored privately while some 10 per cent receive Government scholar­
ships.
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i) Teacher Education
The programme for the expansion and improvement in the qu­

ality of education ultimately depends on the availability in adequate 
numbers of suitably qualified teachers. According to the findings of the 
Working Party, in 1987,30 per cent of primary and 40 per cent of sec­
ondary school teachers were untrained. At University level there is a 
serious shortage of qualified teaching staff. In July 1987, the University 
of Nairobi had 154 vacancies out of an establishment of 1,162, while 
Moi University had 25 vacancies out of an establishment of 48. Keny- 
atta and Egerton Universities also had serious shortages of teaching 
staff. In the short run the Universities clearly require assistance from 
both local and foreign sources to meet requirements in the education 
sector. During the Plan period, Government will launch accelerated 
training programmes to cover all levels of education as recommended 
by the Working Party. Consideration will also be given to the possibility 
of organising secondment from the civil service to the Universities on 
favourable terms in order to relieve the problem.

9.66

9.7 MANPOWER TRAINING
a) Manpower Training Strategy

One effective way of ensuring high productivity of labour is9.67
through appropriate training. Since Independence, a variety of institu­
tions have been developed to cater for the economy’s needs for skilled 
manpower. However, Government policy on manpower development 
in general and training in particular has undergone three major phases 
since Independence. The first phase took place in the early 1960s when 
the chief concern was that of Kenyanising the public service as quickly 
as possible. A series of crash training programmes geared specifically 
to the promotion of local staff was launched. While this served its pur­
pose then, it has had the long-term effect of creating false expectations 
on the part of officers in Government service for automatic promotion 
after undergoing some form of training.

The second phase began in the early 1970s with the publication9.68
of the Ndegwa Review Commission Report of 1971 which identified the 
need to transform the public service from an organisation merely 
geared to administering public affairs into an instrument of develop­
ment management. The third and current phase arose from the find­
ings and recommendations of both the Wamhiu Salary Review 
Committee of1980 and the Report of the Working Party on Government 
Expenditures. With specific reference to training, both these Reports
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made two major observations. One was that although a large number 
of training institutions had been established in the country, there was 
lack of co-ordination and control leading to duplication and under-util­
isation of existing training facilities. Secondly, official Government 
training policy did not give consideration to the needs of the private 
sector even though this sector meets its skilled manpower requirements 
largely from Government trained staff. This discrepancy tended to af­
fect the overall optimal allocation of trained manpower throughout the 
economy.
9.69
tinuously adapt to the changing skill requirements in the economy, the 
Government has found it necessary to emphasise training for self-reli­
ance, and to take measures to:-

• ensure that the country is provided with adequate indigenous 
skilled manpower for both the public and private sectors;

Arising from the above observations and from the need to con-

• institute a comprehensive manpower planning process which re­
lates demand for trained manpower to supply from the training 
institutions;

• introduce cost-sharing between beneficiaries of training and 
Government; and

• ensure that training is attuned to providing relevant entre­
preneurial skills to prepare individuals adequately for self-em­
ployment and employment generation.

9.70 This thrust will be continued during the Plan period. Further­
more, the large number of training institutions in the country will be 
more effectively co-ordinated and controlled to avoid duplication and 
under-utilisation of training facilities. Training for self-reliance will 
also take into account the need for rapid Kenyanisation at expert level 
throughout the public and private sectors of the economy. In addition, 
Government will actively encourage unrestricted labour mobility be­
tween the public and private sectors of the economy.

ft) Training Opportunities and Programmes

Currently, training is largely a public sector activity. For the9.71
primary school leavers, training opportunities have been available in 
the 545 Youth Polytechnics, 19 Technical Training Institutes, the 
National Youth Service and several private and NGO-supportcd insti-
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tutes. Post-secondary school leavers who do not secure places at the 
Universities may enter Teacher Training Colleges, the three National 
Polytechnics and the 17 Harambee Institutes of Technology.

However, there are 2,000 vocational and technical training in­
stitutions out of which only 200 are operated by the Government for 
civil servants and public employees. These 200 institutions cater for 
27,000 trainees annually. The training capacity of private institutions 
has not yet been established. In the public sector specialised and tech­
nical training is co-ordinated by the Directorate of Personnel Manage­
ment (DPM) in the Office of the President while that of the private 
sector has no specific co-ordinating machinery.
9.73
training will be geared to the demands of the economy. Towards this 
end, the DPM will complete and up-date its Manpower Training Survey 
in all ministries, local authorities and parastatals to determine pre-serv­
ice training needs. The Survey should provide information on the 
demand side both in terms of numbers and the critical skill areas 
needed. Future intakes in the publicly supported training institutions 
will be based on this information.

9.72

i!

Government policy regarding future public sector pre-service

In order to broaden the scope of training, Government will en-9.74
courage the private sector to become more involved so as to remove 
their dependence on public sector training programmes. Government 
training institutions will increasingly allow greater intakes from the pri­
vate sector in two ways. First, sponsorship of private sector trainees will 
be actively encouraged in certain areas. Second, the Government will 
restrict public support for training to requirements for meeting specific 
needs of the public sector thus releasing space for private sector 
trainees. Where trained civil servants move to the private sector, the 
Government will be recompensed through the training levy.

Government will take steps to ensure better co-ordination of9.75
in-service training programmes in line with the Budget Rationalisation 
Programme in all ministries, local authorities and parastatals and espe­
cially for induction courses. The DPM will ensure that induction 
courses are introduced in job specifications and undertake systematic 
post-training follow-up to ensure that proper deployment of staff is 
achieved.!

i

9.76 Further, Ministerial Training Committees will be institution­
alised and strengthened in every Ministry so as to facilitate adoption of 
appropriate methods of identification and analysis of training needs. In 
order to make the work of these committees more effective, the DPM 
will work out schemes of service for all job categories.

I
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c) Development of Entrepreneurship and Management Training
9.77 As indicated in Chapter 7 and elsewhere in this Chapter, the 
Government is committed to the development of small-scale enter­
prises and the indigenisation of the economy as a means through which 
greater employment generation can be achieved for the largest num­
ber of Kenyans. However, the Government is fully aware that serious 
constraints lie ahead since those endowed with suitable skills and man­
agement abilities often lack the opportunity of appropriate exposure 
which hinders their success in business. This constraint will be 
addressed mainly through the Restrictive Trade Practices, Monopolies 
and Price Control Act.
9.78 Hitherto, small-scale entrepreneurs have largely developed 
without much formal training, depending as they have on ad-hoc ap­
prenticeship. Where training opportunities have existed, namely 
through the Kenya Industrial Training Institute, the Kenya Institute of 
Business Training and the National Industrial and Vocational Training 
Centre, a number of entrepreneurs have taken such courses for formal 
training and certification. In almost all cases, those who have under­
taken this formal training have had a number of years of experience in 
small-scale businesses and are seeking certification to have their qual­
ifications recognised. This has, however, led to a situation where, in­
stead of using the acquired skills to improve their independent 
performance, quite a large number of certificate holders have aban­
doned the small-scale sector in search of sometimes non-existent op­
portunities in the formal sector. Most of the existing training 
institutions in the country, ranging from the National Youth Service, 
the youth polytechnics, national technical training institutes, national 
polytechnics, Harambee institutes of technology and private technical 
training institutions, however, concentrate on school leavers with the 
aim of developing technical and managerial skills for modern sector 
employment. To cater for the vast majority who are expected to be in­
volved in self-employment activities, it is necessary to devise a training 
system through which the youth can be trained on apprenticeship basis 
in the appropriate market and technological environments.
9.79 Government is fully aware that in carrying out ownership re­
structuring and indigenisation programmes, it will face serious manage­
ment constraints. While it is desired to see indigenous Kenyans get 
increasingly involved in all modern sectors of economic and commer­
cial activity, if those who obtain command of such enterprises are in­
adequately qualified and run .them inefficiently, this would have 
deleterious consequences on growth and employment objectives. The 
key to the success of these programmes, therefore, must hinge on ap-
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propriate training to transmit the necessary technical and managerial 
skills to the target groups.
9.80 Chapter 7 deals with a wide variety of incentives to be directed 
to the small-scale enterprises sector. Specifically on the manpower 
development front, Government will institutionalise an informal train­
ing system through which youth can be trained on an apprenticeship 
basis to facilitate the transferring of certain skills traditionally practiced 
within particular industries and communities. It will also help small 
businessmen in exploring possibilities of participating among them­
selves in joint product campaigns. Studies will also be carried out to es­
tablish the nature of entrepreneurial activities, their classifications and 
location.
9.81 One further approach to the development of entrepreneurship 
and management skills relevant to ownership restructuring and in- 
digenisation will be implemented. Government will encourage part­
nerships between Kenyan and non-Kenyan entrepreneurs so that 
should the businesses be turned over to full indigenous ownership, the 
necessary management skills are transmitted as well. This will be fol­
lowed up by frequent in-service training, workshops and seminars.

d) Kenyanisation and Technical Assistance
9.82 The rate at which Kenya converted its public service from an 
institution dominated by non-Kenyans to one in which Kenyans gained 
almost 100 per cent command of decision-making and managerial posi­
tions by 1975 is commendable. However, it is to be appreciated that the 
use of expatriate manpower in certain technical and specialised skills 
has greatly contributed to the modernisation of the economy and the 
transfer of modern technologies. The process of Kenyanisation was, 
however, not very successful in the private sector owing to the fact that 
managerial expertise required to run commercially viable industrial 
and commercial enterprises was in short supply. Apart from this con­
straint, the process of Kenyanisation in the private sector was also 
slowed down by the tight foreign control of the sector and through the 
use of dummy job classifications to circumvent the rules applied to work 
permit applications and approvals.
9.83 However, by the early 1980s it became clear that the country 
had developed a pool of technical and managerial manpower resources 
that were capable of manning the high and middle-level management 
positions even in private sector concerns. It also became evident that 
as a result of the rapid expansion of university level education and spe­
cialised training both locally and abroad for medium and high-level
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manpower, the need to resort to technical assistance even on advisory 
capacities had become increasingly superfluous and costly to the 
economy aside from the fact that the continued use of such technical 
assistance denies able Kenyans the opportunity to participate fully in 
the economic and commercial activities of the country. This has led to 
frustration and the loss of self-confidence among some of the qualified 
local personnel. Furthermore, its continuation could lead to a dis­
astrous dependency syndrome which is unacceptable to Independent 
Kenya.

In light of the policy thrust for Kenyanisation and the need to984
make effective use of local manpower in technical and managerial posi­
tions, Government will actively discourage the use of foreign person­
nel except in those areas where local skills and expertise are still 
non-existent or inadequate. This will be achieved through the follow-

hmg measures:-
• stricter and more transparent administration of the work permit 

system;

• in the public sector, the use of expatriate personnel will only be 
justified if there is an obvious gap to be filled in terms of special­
ised manpower or if it is certain that this will involve training 
functions that would transfer knowledge and skills to local Keny­
ans within a specified period of time; and

• both bilateral and multilateral agencies will be impressed upon 
through dialogue and in the spirit of mutual understanding on 
the need to employ local experts and consultants as far as 
possible in positions that have hitherto been reserved for expatri­
ates. Where this is not possible, such positions should be granted 
to personnel from other developing countries with similar ex­
periences, within the framework of Technical Co-operation 
Among Developing Countries as encouraged by various United 
Nations General Assembly Resolutions.

9.8 MANPOWER PLANNING

9.85 It has been amply emphasised in this Chapter and elsewhere 
in this Plan that skilled manpower is one of the most critical inputs re­
quired in a modem economy. To hasten economic growth and to avoid 
critical shortages or surpluses of manpower, it is necessary to identify
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further demand for skilled manpower and to design education and 
training systems that will produce the kind and level of manpower re­
quired by the economy. Manpower planning also involves interventions 
in the economy and particularly in the labour market to influence poli­
cies relating to the pattern of labour use including minimum wages, 
labour deployment policies and labour market information strategies.

Manpower planning is closely linked to manpower develop­
ment which entails the enhancement of skills, motivation, job satisfac­
tion, training and career development. To achieve satisfactory 
manpower planning, appropriate forecasting techniques must be ap­
plied effectively. Monitoring the demand for jobs and analysing the 
composition of those applying and those being hired involves analysis 
of classified advertisements and labour exchange data. Employers’ sur­
veys and analyses of trends are useful in monitoring the current struc­
ture of the labour force by industry and the employers’ requirement 
projections over a specific period, where such requirements are defined 
with respect to skill level, qualification and job classification.
9.87
over time, for example: professional/technologist, technician/crafts­
man, pupil/teacher, patient/doctor ratios. In the past, manpower plan­
ning has been undertaken on an ad-hoc basis and related to narrow 
areas of concern such as the manpower needs for administrative and 
managerial cadres. During the Plan period, the Ministry of Manpower 
Development and Employment in collaboration with the Ministries of 
Planning and National Development, Labour, Education and Techni­
cal Training and Applied Technology will institutionalise the process 
of manpower planning, taking into consideration and building upon the 
work already carried out by the National Manpower Development 
Committee. This will involve:-

• identification of the nature and magnitude of developmental and 
maintenance tasks demanded by the imperatives of social and 
economic evolution of the country;

i
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9.86

Certain target ratios are also used to determine requirements

• determination through analysis and synthesis of the levels, quan­
tities and qualities of skills required to perform those tasks;

• establishing the levels, quantities and quality of existing skills and 
matching them to existing demand;
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• determination of the shortfall in the levels, quantities and quality 
of needed skills;

• identification of existing training capacity and technology for 
meeting the established shortfall;

• expansion of capacity and acquisition of technology to meet any 
inadequacies; and

• development of training programmes to fill existing gaps with in­
built testing and evaluation criteria.

To achieve this goal, the Ministry of Manpower Development9.88
and related institutions will utilise the results of the classification of oc­
cupational titles being undertaken by the CBS, and carry out task ana­
lyses based on these titles, with the aim of identifying, clustering and 
classifying skills categories required for various tasks to facilitate the 
development of appropriate training and manpower development pro-
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CHAFFER 10

WELFARE PERSPECTIVES

10.0 INTRODUCTION
Chapter 2 of this Plan sets out the philosophical framework 

upon which development activities in Kenya will be based during the 
Plan period. This philosophical framework reflects the Government’s 
firm belief in individual freedom in matters of religion, economic pur­
suit and the right to ownership of property. Further, the^Plan theme 
“Participation for Progress” embodies the belief that Kenyans must be 
actively involved in productive work as individuals and as communities 
in the improvement of their own welfare, the sure way to satisfy basic 
needs, enhance human dignity and raise national welfare. Within this 
context, the development objectives, strategies and programmes set out 
in Chapters 5 to 9, must be seen as a commitment to the steady im­
provement of the welfare of all Kenyans.
10.2 Gainful employment is the very basis of the enhancement of 
human welfare. Through active participation in economically produc­
tive activities, people are able to achieve higher incomes through 
wages, rents and business profits, which in turn generate increased 
demand for goods and services and ultimately lead to increased savings, 
productive investments and faster rates of growth. Unemployment, 
under-employment and poverty are among the worst results of inade­
quate development. They arise from the failure of market mechanisms 
which hamper people’s access to factors of production, inadequate ed­
ucation and training, differences in technologies applied which bring 
different rewards to individual effort and unfavourable physical en­
vironments. Income maldistribution throughout the nation which is a 
consequence of these distortions is a major concern of any Government 
in fulfilling its role as guardian of the public interest.
10.3 The achievement of acceptable levels of welfare for the major­
ity of the people does not depend on increased personal incomes alone, 
but also on other factors including equitable access to basic needs facili­
ties and services such as education, health, water, nutrition, transport 
and communications, energy, marketing infrastructure, recreation, etc. 
The District Focus for Rural Development Strategy which was initiated
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in 1983 embodies a commitment to pursue these goals in a de­
centralised context so that the benefits derived therefrom can reach the 
largest number of Kenyans.

This Chapter lays out strategies that provide for the distribu­
tion of welfare benefits to the majority of the population and pro­
grammes that are expected to raise the level of that welfare in terms of 
employment, incomes, health and physical well-being, shelter, personal 
security, education, water, transport and communications, etc., all of 
which are critical to the achievement of increased productivity, per­
sonal confidence and national solidarity.

10.4

10.1 ROLE OF THE PUBLIC SECTOR IN THE PROMOTION OF 
WELFARE

a) Central Government
10.5 In seeking to improve the welfare of the people, Government 
has set the necessary policy framework to effect socio-economic 
development. The relevant instruments are contained in various policy 
documents enabling decision-makers both in the public and private 
sectors to make appropriate choices in their social and economic ac­
tivities that have a bearing on the welfare of the people. Government 
has hitherto played a central role in the provision of both social and 
economic services including education, health, security and the appro­
priate environments for investment. Above all, Government has en­
sured a stable political climate whereby personal security and 
socio-economic welfare are guaranteed and enhanced. In the provision 
of these services, Government has not only made a direct contribution 
but also played a key role in giving overall guidance to all organs of the 
nation providing welfare services to the people.
10.6 Given the increasing demand for welfare improvement facili­
ties and services, their continued provision by the Government through 
the Exchequer has become increasingly difficult. Most socio-economic 
roles performed in the past by Government will have to be relinquished 
to the private sector, leaving Government to concentrate on gover­
nance and the creation of an enabling environment for the citizens and 
investors at large to participate more fully in the nation’s development. 
Only investments of a strategic nature will remain under the purview 
of Government. The enabling environment referred to here includes 
the whole range of incentives discussed extensively in this Plan.
10.7 In coming to terms with the above realities, the Government 
during the Plan period is committed to the implementation of budget
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rationalisation and cost-sharing principles. The Plan theme “Participa­
tion for Progress” underlies the Government’s commitment to give the 
chance to communities and the private sector to help accelerate the 
provision and coverage of such services which Government will not in­
volve itself in, given the serious budgetary constraints it is facing. 
Government will work toward the inculcation of the merits of the cost­
sharing principle in the minds of all Kenyans, thereby helping in the 
mobilisation of human and financial potentials for the development of 
the nation. Further, this principle will help in fostering participator] 
decision-making at project design and implementation stages thus er 
suring local level commitment to the success of the projects.

b) Local Authorities
10.8 In the provision of basic needs facilities and services, it is im­
practicable to rely on an all-embracing Central Government. Local 
authorities are an essential extension of the Central Government ad­
ministrative set-up for providing such facilities and services to Keny­
ans. Their functions include the provision of pre-primary and primary 
level education, health, housing, water, sewage disposal and road con­
struction and maintenance. Currently, local authorities are organised 
into city, municipal, town, urban and county councils. There are a total 
of 91 urban centres including the Nairobi City Commission. By 1993, 
the population covered by the councils, other than the county councils, 
will be in the region of 6.2 million. This places a considerable burden 
and responsibility on these authorities.
10.9 Despite the critical role local authorities are expected to play 
in promoting the well-being of communities under their jurisdiction, 
their performance has often been inadequate on account of the general 
administration and financial management problems that they face.
10.10 From the point of view of Local Authorities, the reasons for 
the unsatisfactory delivery of services to the communities under their 
jurisdiction arise from Government directives with regard to changes 
in the range of their mandated functions and particularly with regard 
to what they perceive as an erosion of their revenue base. While this 
argument has some measure of justification, the problems faced by 
local authorities have mainly stemmed from their inability to manage 
available resources efficiently, their failure to follow laid down proce­
dures in staff recruitment, discipline and dismissal and the shortage of 
qualified staff in key technical areas such as management, accounting, 
engineering, etc. The Ministry of Local Government and Physical Plan-
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ning also lacks adequate technical staff to provide the requisite 
guidance and co-ordination.
10.11 The revenue base of the Local Authorities has been adversely 
affected since Government abolished the Graduated Personal Tax 
(GPT), eliminated primary school fees and shifted responsibility for 
primary teachers’ salaries and essential drugs at health centres to the 
local authorities. While most local authorities now face large deficits 
which they have attempted to finance from drawings on water and hous­
ing undertaking reserves, others have liquidated general fund assets 
and resorted to bank overdrafts. Although the auditing of the accounts 
of most local authorities have fallen behind schedule, available data in­
dicate that most of them are heavily indebted.
10.12 The task of rationalising the operations of local authorities 
poses a serious challenge to the Government. During the Plan period, 
Government will aim at the full implementation of the initiatives de­
cided upon in 1985 and other more recent policy directives relating to 
the functioning of the local authorities. These include:-

• bringing within the purview of the Public Service Commission 
the recruitment of professional staff thus assuring them job secu­
rity;

• strengthening training programmes for both staff and councilors;

• revising Local Authority accounting procedures for financial 
planning, programmes and budgeting;

• introducing local service taxes and authorising wider coverage of 
agricultural cess in order to expand the revenue base of the 
authorities;

• strengthening the capacity of local authorities to collect revenues 
under the recently approved service charges and reviewing these 
charges on a regular basis;

• permitting local authorities to raise revenue from tourist activi­
ties; and

• re-organising the Local Government Loans Authority into a 
Municipal Development Bank with authority to mobilise finan-
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cial resources through the banks and non-banking financial in­
stitutions and through financial intermediation in the money and 
capital markets.

10.2 NUTRITION AND FOOD SECURITY
10.13 Nutrition makes a major contribution in the promotion of the 
welfare of the people. However, most people do not always have the 
minimum dietary requirements to ensure adequate nutrition. Some 
households have neither the ability to produce enough food for them­
selves nor the purchasing power to acquire food needed for adequate 
nutrition. In other cases, nutritional inadequacy arises from cultural 
practices and taboos which bar people from the consumption of certain 
foods. Nutritional adequacy will, therefore, be satisfied by increased 
and diversified food production, the variety of foods consumed which 
in turn depends on the economic status of households, the availability 
of other basic need services, e.g. education and health, and the gradual 
change in cultural habits.

a) Nutrition Planning and Co-ordination
10.14 Since its establishment the Food and Nutrition Planning Unit 
has achieved commendable outcomes including: (i) creation of mutual 
understanding among the institutions involved in nutrition activities by 
way of policy formulation, training and intervention programmes, (ii) 
development of methodologies for the assessment of nutritional im­
pacts of agricultural and rural development projects, (iii) development 
of techniques for rapid assessment of the nutritional status of target 
communities, (iv) design of a framework for data collection, analysis 
and reporting on the nutritional status of the population, and (v) estab­
lishment of a network for information exchange between the countries 
in the Eastern and Southern African Region and the rest of the World. 
During the Plan period, the Unit’s activities in these areas will be 
further developed and strengthened.

b) Nutrition Surveillance
10.15 In general, nutrition surveillance activities will depend heavily 
on nutrition surveys carried out by the CBS which will provide the in­
dicators required for decision-making at national and regional levels. 
These indicators will, however, be refined through specific studies 
directed to particular areas of concern and to particular groups iden­
tified to be at risk. The Food and Nutrition Planning Unit will help in
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the analysis of the data available from the CBS, academic research in­
stitutions and NGOs.

c) Preparation of Food Composition Tables
10.16 In 1985, the Food and Nutrition Planning Unit through its 
Inter-ministerial Co-ordinating Committee initiated activities for the 
preparation of National Food Composition Tables with the object of de­
termining correct feeding patterns which are essential for balanced diet 
intake which enhances health. The belief that appetite or culturally de­
termined food consumption habits are a safe guide has been proved to 
be scientifically false. National Food Composition Tables are essential 
for nutrition planning and intervention including:-

• helping in assessment of nutritional status of the people gener­
ally;

• helping dieticians to recommend dietary treatment of certain 
diseases;

• helping in screening crops so that better varieties with better 
nutrients are encouraged in the agricultural sector; and

• facilitating the determination of the nutritional values of locally 
available foodstuffs to assist those working in the nutrition field.

d) Information for Control of Nutrition Disorders

10.17 Although in the intervention phase the control of nutritional 
disorders belongs to the area of Primary Health Care (PHC) and Pre­
ventive Medicine, certain aspects thereof are important from the stand­
point of nutrition policy formulation such as those outlined below:-

• Iodine deficiency disorders have become a major concern not only 
in PHC programmes but also for public policy. The importance 
of this problem led to the establishment of the National Council 
for the Control of Iodine Deficiency Disorders-Kenya (NCCIDD) 
in the Ministry of Health as a country chapter of the Word Health 
Organisation (WHO). The specific strategy for dealing with 
iodine deficiency disorders largely rests on the iodisation of salt. 
Based on per capita human consumption of 10 grams per day, 
the estimated 1987 domestic demand for salt was 75,000 tonnes, 
about 30 per cent of which was not iodised. Government, during
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the Plan period, will ensure that all salt sold for human consump­
tion is iodised. Specific incentives will be provided in cases where 
iodisation might increase both production costs and consumer 
prices.

• In Kenya, a large number of people, especially children and preg­
nant and lactating mothers suffer from anaemia. Among the 
chief causes of anaemia is malarial infection. The situation is 
quite serious in areas where this disease is endemic such as much 
of the Coast and Nyanza Provinces. However, the chief dietary 
cause of anaemia is low iron absorption arising from nutritional 
habits based on intake of staples such as rice, wheat, maize and 
legumes which are poor sources of bio-available iron. Loss of 
iron through chronic haemorrhage caused by hookworm and 
schistosomiasis is also widespread among certain communities. 
Effective curative methods are available but are fairly costly. The 
most cost-effective way to deal with the problem lies in nutrition 
and health education and preventive medicine. These ap­
proaches will be augmented through the establishment of simple 
laboratory and clinical analysis facilities at community levels for 
early detection and treatment of the condition and, in difficult 
cases, referral to more specialised institutions.

e) Growth Monitoring Programme

10.18 Data available from various Child Nutrition Surveys carried 
out by the CBS indicate that morbidity and mortality among children 
up to the age of six are in one way or the other related to nutritional 
problems. In most cases, attention has been focused on the more easily 
identifiable symptoms of malnutrition, such as Kwashiorkor and 
Marasmus, with little attention being given to the greater problems of 
invisible (mild/moderate) forms of malnutrition which result in poor 
growth. In order to ensure early intervention on malnutrition, growth 
monitoring becomes especially important. To cater for this, the Minis­
try of Health initiated in 1985 the National Growth Monitoring Pro­
gramme through which children are weighed each month and the 
results recorded on growth charts thereby facilitating identification of 
the need for intervention at an early stage. This programme will be 
further expanded to all target districts identified through nutrition sur­
veys.
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0 Vitamin A Deficiency
10.19 Blindness is a major disability in Kenya. Among its other 
causes, Vitamin A deficiency is considered significant although not 
widespread in the country. Government will take steps to ensure that 
Vitamin A deficiency is eradicated by the year 2000.

g) Drought Contingency
10.20 Food security has been covered extensively in Chapter 6. From 
a nutritional standpoint, before people can improve on their dietary 
habits, they must have sufficient food to eat. The country has made con­
siderable strides in expanding food production and has managed to 
maintain near self-sufficiency in foodstuffs. However, droughts have 
occasionally threatened the nation’s ability to feed itself thereby neces­
sitating the importation of food.
10.21 From experiences gained during the 1984 drought, Govern­
ment has established a drought contingency planning and monitoring 
mechanism capable of giving advance warning on impending difficul­
ties in food security both at the national and regional levels. These 
structures will be further developed and strengthened during the Plan 
period.

103 THE HEALTH SYSTEM

10.22 The achievement of the physical and mental well-being of the 
people is critical to the development of the human resource. The 
development and expansion of health services and facilities in terms of 
spatial coverage, training of personnel and sophistication in tertiary 
care delivery services have been tremendous since Independence. Be­
tween 1963 and 1987, the infant mortality rate dropped by one-third 
and life expectancy increased by over ten years. Overall, the number of 
doctors increased from 908 in 1963 to 3,000 in 1987, i.e. from a ratio of 
8 doctors per 100,000 people in 1963 to 14 per 100,000 in 1987. Hospi­
tal beds and cots per 100,000 people increased from less than 110 in 
1963 to 148 in 1987.
10.23 In spite of these positive trends, the provision of health serv­
ices countrywide is still inadequate. Among problems that have 
emerged are:-

• increasing pressure on public sector financial resources not only 
for expanding health facilities and services but also in respond-
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ing to increasing demands arising from a high population growth 
rate;
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• an inequitable spatial distribution of health services in the 
country due to low community participation in some areas and 
the difficult physical environments obtaining especially in the 
arid and semi-arid areas;

i.

r

0 shortage of manpower and management expertise for the run­
ning of health services;

• a low level of hospital operational efficiency epitomised by a 
more than 100 per cent bed-occupancy rate co-existing with the 
high cost per in-patient per day; and

\

0 lack of proper public information and education which would 
guide the people themselves to develop competence in meeting 
the basic requirements of good health.

10.4 HEALTH OBJECTIVES AND STRATEGIES
10.24 Developments in the health sector during the Plan period will 
be geared toward contributing to the long-term objective of achieving 
“Health for All by the Year 2000”. In meeting this objective, three im­
portant principles will be taken into account: (a) to achieve cost-effec­
tiveness, the promotion of health awareness should lead to individuals 
and communities taking greater responsibility for their own health as 
part of the philosophy stipulated in Chapter 2 on promotion of human 
dignity, self-reliance and self-determination; (b) the achievement of 
the above objective should not be viewed as largely a public sector con­
cern; rather, consistent with structural reforms contained in Sessional 
Paper No. 1 of1986, a greater role will have to be played by the private 
sector, self-help groups and NGOs; (c) the belief that responsibility 
rests purely with the Ministry of Health is untenable. It is clear that the 
achievement of sound physical and mental health must also rely on the 
integration of basic services such as education, training, water and sani­
tation, distribution of basic foodstuffs and a feeling of mental, social 
and spiritual well-being for which other ministries and agencies are 
largely responsible. The programmes and strategies for achieving 
specific objectives in the health sector are discussed below.
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a) Financing of Health Services
10.25 Over the last decade one of the most critical issues faced by the 
health sector has been that of Financing health services. The Govern­
ment, faced with an inelastic revenue base and a growing demand for 
health services, finds itself in a situation in which devoting relatively 
more resources to health would compromise overall growth and em­
ployment goals. Yet additional resources will be required for expan­
sion and improvement of health services in an attempt to assure the 
provision of this basic need. Overall, therefore, while ways will be found 
to maintain the level of public sector budgetary resources assigned to 
health in real terms, a re-ordering of priorities as between promotive, 
preventive and curative health services to achieve the desirable level 
of cost-effectiveness is inevitable. Additional resources will, however, 
have to be raised through cost-sharing, the contribution of communi­
ties, church organisations and other NGOs and increased private sec­
tor participation.
10.26 The public sector’s contribution is by far the largest source of 
funding for the health sector, providing over 50 per cent of its total re­
current and development expenditures. This contribution has been 
growing at over 7 per cent per annum in recent times. Despite this heavy 
burden on the public purse, serious under-funding obtains in certain 
key areas of promotive, preventive and curative medicine which has re­
duced the efficacy of the health-care delivery system. Currently, cura­
tive services take over 70 per cent of public spending on health while 
preventive medicine accounts for less than 5 per cent of expenditure 
allocations of the Ministry of Health.
10.27 During the Plan period, while maintaining the level of real ex­
penditure, public sector funding will decline to 45 per cent of total 
health expenditures. This reduced proportion will, however, not be re­
alised at the expense of efficiency which will be maintained through re­
ordering of priorities with greater emphasis being placed on preventive 
and promotive services and better deliveiy of curative services within 
existing facilities.

b) Cost-Sharing

10.28 The expansion of basic needs services in education and health 
will be met through cost-sharing. Government will introduce user 
charges and fees at graduated levels for hospital in-patient care and 
provide drugs at cost in public facilities. A large number of Kenyans 
prefer private hospitals where they receive more efficient services but 
pay higher fees to public health facilities where fees are minimal or non-
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existent. With this in view, Government will expand service coverage 
under the amenity ward system where services will be provided for a fee 
at all district and provincial hospitals and at Kenyatta National Hospi­
tal. In introducing cost-sharing, care will be taken to safeguard the con­
dition of the genuinely poor and disadvantaged members of society who 
will continue to benefit from the provision of free health services.

c) Health Insurance

10.29 The most important health insurance programme in the 
country is the National Hospital Insurance Fund (NHIF). Membership 
of the Fund is compulsory for public servants earning above KShs. 1,000 
per month who are required to make a monthly contribution of KShs.
20 per head.
10.30 Although this scheme has been very beneficial to Kenyans in 
the public service, some shortcomings have become evident. Both the 
monthly contribution and the daily rates were set in 1966 and no longer 
cover the cost of hospitalisation, especially at private hospitals and 
often leave the people involved in serious indebtedness. Its coverage 
in rural areas is minimal.
10.31 In view of the above, Government will re-organise the Fund 
into a National Health Insurance Corporation to co-ordinate and ad­
ministrate a health insurance scheme for civil servants to enable them 
to have access to inexpensive health insurance policies. The scheme 
will, however, only provide brokerage facilities through which private 
insurance companies will profitably participate thereby also spreading 
the inherent risk. In the meantime, while the modalities for the opera­
tion of the Corporation are being worked out, Government will carry 
out a revision of both the monthly contribution and the in-patient daily 
rates.
10.32 Two serious problems have arisen with regard to out- patient 
medical claims by Government officers. First, in spite of contractual re­
quirements, the budgetary allocations for this scheme have always fal­
len below 10 per cent of actual requirements. Second, because it 
co-exists along with free medical services, most officers have come to 
view the scheme more like a gift when they are able to make use of it. 
The end result has been a tremendous accumulation of unpaid claims, 
a good proportion of which are fraudulent. While Government will in 
principle retain the Ex-Gratia Payments Scheme because of its special 
nature, the existing system for out-patient medical claims will be re­
placed by a monthly allowance incorporated automatically into the 
wage rate. In the initial stages, this will lead to marginal budgetary al-
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locations. However, in the long-run, much of this allowance will be re­
captured through cost-sharing thus helping in the development of 
health services.

d) Private Sector Contribution
10.33 The private sector and NGO contributions in the provision of 
health services have amounted to approximately 42 per cent for both 
recurrent and development expenditures. However, full potential has 
not been attained. To meet the objective of “Health for All by the Year 
2000”, it is important that private sector resources and capabilities be 
mobilised to help in the expansion of health services. Government will, 
therefore, work out a system of incentives, including underwriting the 
cost of land for the establishment of hospitals and clinics especially in 
the rural areas, favourable tax rebates and the acquisition of drugs at 
cost.

e) Administration of Health Services
10.34 The rapid expansion of population and the increasing demand 
for health facilities have led to serious problems in the management 
and delivery of health services. This has resulted in the inefficient main­
tenance of facilities, poor distribution of drugs and essential medicines, 
lack of prioritisation in the composition of health services and the in­
effective utilisation of trained manpower. To improve this situation, 
Government will encourage effective management of health services 
through the application of appropriate planning, budgetary control and 
management principles.
10.35 As the Government will require more effective use of health 
facilities, the Ministry of Health in collaboration with the Directorate 
of Personnel Management will work out a training programme for 
health and hospital management at all levels. Further, in the spirit of 
the District Focus for Rural Development Strategy, Government will 
decentralise decision-making in matters concerning the administration 
of health services to the districts. In addition, the Ministry of Health in 
collaboration with the Ministiy of Planning and National Development 
will establish a Health Management Information System (HMIS) which 
will undertake data collection and analysis and management of infor­
mation flows necessary for timely decision-making. The management 
information component of this activity will be developed internally in 
the Ministry of Health and its supportive agencies to help in keeping 
track of the use of health-care resources and facilities.

240



f) Manpower Development in the Health Sector
10.36 Kenya has made considerable progress in training manpower 
for the health service. The ratio of nurses and clinical officers to doc­
tors had been reduced from 20:1 in 1963 to 11:1 in 1987. However, the 
manpower resources thus far available have yet to achieve optimal re­
gional coverage. Further, there are still shortages of skilled manpower 
in certain key areas of medicine which have to be developed in line with 
modem health technologies. In this regard, therefore, Government will 
expand training through the use of existing facilities for medical per­
sonnel to provide basic Primary Health Care (PHC) throughout the na­
tion. The aim is to train not only for the public sector but also for the 
private sector as part of the package of incentives to the operators in 
this sector to help them meet their manpower needs. Emphasis will be 
placed on the training of community health workers in support of the 
Primary Health Care Programme to help in achieving greater cover­
age.

g) Primary Health Care

10.37 Kenya subscribes to the principles contained in the “Alma Ata 
Declaration" of 1978 which stresses the need for any meaningful health 
care strategies in developing countries to introduce approaches for the 
provision of essential health services that correspond to basic needs, 
are universally accessible and allow for the full participation of the com­
munities themselves. This calls for an integrated system with eight es­
sential components, namely; appropriate health education, provision 
of proper nutrition, basic sanitary facilities including the supply of safe 
water and hygienic waste disposal, maternal and child health care in­
cluding family planning, immunisation against major infectious dis­
eases, control and prevention of local endemic diseases, appropriate 
treatment of injuries and provision of essential drugs. From this stand­
point, the Primary Health Care (PHC) approach is comprehensive and 
takes into account promotional, preventive, curative and rehabilitative 
aspects of health-care. The essential difference between the earlier ap­
proaches and the PHC approach lies in community-based action on the 
part of the latter. In this sense, the programmes described below are a 
refinement of the PHC approach.

h) Preventive and Curative Health Services

10.38 Experience in Kenya and elsewhere in the world indicates that 
preventive health services are more cost-effective than curative serv­
ices. In the five Development Plans since Independence, the stated
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strategy has laid emphasis on the preventive over curative approach, 
yet so far, this statement of policy has not been met with in actual prac­
tice. In the first place, there has been the mistaken view that preven­
tive health is the responsibility of one Ministry, the Ministry of Health, 
whereas it is the broad responsibility of a number of ministries and 
agencies which may not always be aware of the importance of their role 
in this regard.
10.39 During the Plan period and consistent with the PHC approach 
indicated above, this distinction will become increasingly irrelevant 
from an operational standpoint. What will be of importance is the im­
proved efficiency of the whole health-care delivery system hinging on 
effective drug distribution, without which the efficient and cost-effec­
tive operation of the health system, whether for preventive or curative 
services, will be in serious jeopardy.
10.40 The major activity in preventive health where the Ministry of 
Health will take direct responsibility is the immunisation programme. 
The prevalence or incidence of morbidity and mortality especially 
among children due to Measles, Polio, Whooping Cough, Tetanus and 
Tuberculosis in Kenya is of major public health policy concern. Al­
though considerable effort has been exerted in dealing with these prob­
lems, the coverage has not been complete due to shortage of funds and 
personnel. During the Plan period greater effort will be directed to ex­
panding the coverage of the immunisation programme throughout the 
country.

i) Maternal and Child Health
10.41 Proper care of expectant mothers and new-born babies assures 
a healthy start for children as productive citizens of the country and ulti­
mately ensures less costly curative services. During the Plan period, 
therefore, ante-natal care will be further expanded under the Child Sur­
vival Programme to enable expectant mothers to attend at least one 
pre-natal health session before the birth of each new baby. More tradi­
tional birth attendants will accordingly be selected and trained at the 
community level and .equipped with simple instruments and drugs to 
assist in the programme. Post-natal care will include infant immunisa­
tion, education on the use of Oral Rehydration Salts and nutrition moni­
toring.
10.42 The expanded immunisation programme will attempt to cover 
all those districts already identified as having high infant mortality rates 
co-existing ,i"th low immunisation rates. Overall, Government intends 
to have at least 80 per cent of all new-born babies covered by the im-
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munisation programme by 1993. Through nutrition monitoring and sur­
veillance, specific intervention programmes will be launched to cater 
for at-risk target groups. It is envisaged that through these programmes 
stunting will be reduced from the current rate of 20 to 5 per cent during 
the Plan period.
10.43 Family planning will also be pivotal in the Mother and Child 
Health Care Programme. Information on various family planning 
methods will be widely propagated to help in child spacing to improve 
the health of mothers and their offspring.

j) Environmental Health
10.44 The overall objectives for the development of environmental 
health cover four aspects. First is the concern for water supply and sani­
tation which are discussed in greater detail later in this Chapter. Sec­
ond, the population will be protected against environmental pollution 
and food contamination. Third, greater attention will be paid to the 
control and management of vector-borne diseases. Fourth, special at­
tention will be paid to the control of Sexually Transmitted Diseases 
(STD).
10.45 Among the most widespread and prevalent environmental 
health concerns in Kenya are three major vector-borne diseases, 
namely; malaria, bilharzia and sleeping sickness. Malaria currently ac­
counts for over 20 per cent of reported out-patient morbidity cases in 
Government health facilities. Due to difficulties in data collection, it is 
likely that causes of morbidity and mortality arising from malarial in­
fection are considerably higher, especially in the Nyanza, Western and 
Coast Provinces. The solution for the control of malaria parasites lies 
in the destruction of their habitats. This responsibility should not be 
left to individuals and communities alone but should involve the par­
ticipation of the local authorities. There is a dearth of facilities for early 
detection of malaria at village level where formal health facilities are 
few and far between. The biggest problem posed by the threat of 
malaria lies in the emergence of chloroquine resistant strains. During 
the Plan period, therefore, Government and the public at large will in­
crease their efforts to reduce the incidence of malarial infection, to 
monitor the spread of the chloroquine resistant strains and to seek ef­
fective drugs for its treatment through research.
10.46 Parasitic infections such as hook-worm, tape-worm and bilhar­
zia continue to be major causes of illness impeding the growth and 
development of children and the productivity of grown-ups especially 
in rural areas. During the Plan period, Government will intensify the
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control programmes already initiated including treatment, water and 
sanitation, health education for the general public and snail control. 
Local snail control, construction of washing slabs and proper water 
drainage in urban areas will also be part of the programme for the con­
trol of these parasitic diseases.
10.47 Data available for 1987 indicate that STD are one of the major 
causes of morbidity in the country, the most common among them 
being gonorrhea and syphilis. Other forms of STD which pose serious 
problems to mothers include chancroid and chlamydia infections and 
herpes. In recent years, the spread of Acquired Immune Deficiency Syn­
drome (AIDS) has assumed serious proportions and is the most danger­
ous since as yet it has no known cure.
10.48 Activities for the control of AIDS will be co-ordinated through 
the recently established National AIDS Control Committee in the Min­
istry of Health. To the extent that AIDS has become an issue of inter­
national concern, the Committee will work closely with relevant 
regional and international agencies in the control of the spread of AIDS 
and in furthering research on its possible cure.

k) The Role of Traditional Medicine

10.49 Although for a long time the role of traditional medicine and 
its potential contribution to health has been viewed with skepticism, a 
large proportion of people in Kenya still depend on it for their cure. 
One reason for continued skepticism lies in lack of information on its 
effectiveness, drug quality and safety. During the Plan period, Govern­
ment will encourage the formation of professional associations for tradi­
tional medicine practitioners. Such associations will facilitate the 
gathering of necessary information for the use, development and ap­
propriate adaptation of traditional diagnostic, therapeutic and rehabil­
itative control technologies that will become part and parcel of formal 
medical research and of the Primary Health Care Programme.

|

10.5 WATER SUPPLY AND SANITATION
10.50 Water is basic to all life. It is because of the role water plays in 
life that in this Plan it is discussed extensively in Chapters 5 and 8. The 
provision of clean water forms part of the foundation upon which strate­
gies are laid for meeting basic needs requirements and improvement 
of the well-being of individuals and communities. Adequate sanitation 
is prerequisite for the prevention of environmental pollution, as well 
as water-borne and other infectious diseases. In this regard, water and
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sanitation programmes contribute greatly to the achievement of the ob­
jectives of Primary Health Care, preventive health care and en­
vironmental health.

a) Water Supply Programmes
10.51 In some parts of the country, water is not readily available and 
people, particularly women and children, have to travel long distances 
in search of it. In parts of the country served by rivers and streams, the 
hilly terrain makes water supply to the households an expensive and 
difficult undertaking. Elsewhere, people depend on storm water which 
is collected in man-made ponds. In the urban centres, water supply 
tends to fall short of the requirements of the rapidly increasing popu­
lation. In most cases available water is inadequate or of poor quality. 
The basic goal of the national water development policy, therefore, is 
to facilitate the provision of water in sufficient quantity and quality to 
meet the needs of human beings, agriculture, livestock and industry.
10.52 Government has since Independence initiated various pro­
grammes for the supply of water in both rural and urban settlements 
with the original stated objective of the provision ofpiped portable water 
to all Kenyans by the Year 2000. This objective has, however, proved dif­
ficult to achieve given the scarcity of qualified manpower, financial re­
sources and problems related to the implementation of projects. The 
various activities geared toward the provision of wholesome supplies 
of water and which involve the Government, local authorities, NGOs 
and the community fall under the following categories:-

• Rural Water Supplies

l
!

i
!

• Self-help Water Supplies

• Urban Water Supplies \

• Settlements Water Supplies

• Minor Urban Water Supplies

• Integrated Water Development Programmes

• Water Quality and Pollution Control

10.53 In urban areas, water supply programmes fall under the juris­
diction of local authorities. As already stated elsewhere in this Plan, the
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Local Government Loans Authority will be restructured into a Munic­
ipal Development Bank with a view to enhancing the provision of fi­
nancial resources for the development of programmes under the local 
authorities. To this end, provision of adequate good quality water for 
the growing urban population will receive high priority. In addition, 
where the Rural Trade and Production Centres (RTPCs) are ear­
marked for development, water supply will be central to their success. 
Government will make available financial resources through the Dis­
trict Development Fund for the provision of infrastructure, including 
minor water supply schemes. Overall, Government will encourage the 
development of appropriate water harvesting technologies suitable to 
particular environments.

b) Sanitation
10.54 In most urban areas, where water has been piped to individual 
households and industries, water-borne sanitation is normally in place, 
whereas in rural areas such facilities are generally lacking. At the same 
time, the disposal of partially treated liquid wastes and other contami­
nants arising from industrial activities and garbage disposal impair the 
quality of receiving waters in streams and rivers, rendering such water 
unsuitable for human consumption. Increasing pollution now occurs in 
major urban areas due to rapid growth of the population coupled with 
inadequate effluent and waste water treatment facilities particularly in 
the mushrooming slums. In some parts, lack of water-borne sanitation 
facilities and reticulated latrines is a serious cause of poor environmen­
tal health. During the Plan period, Government will, with community 
and local authority participation, step up the development of sanitation 
facilities in both rural and urban areas involving the construction of re­
ticulated latrines and septic water-borne facilities. The Ministries of 
Health and Water Development will work together in monitoring the 
dangers of contamination of rivers and other open water bodies in the 
rural areas and also to augment the environmental health education 
campaign. Further discussion on the need for improved sanitation 
facilities in urban areas is covered in the next section on shelter and 
housing and in the section dealing with the problems of urban slums in 
Chapter 8.

10.6 SHELTER AND HOUSING 

a) Housing Development

10.55 Adequate shelter and housing are important basic needs. 
Hitherto, the growth in demand for shelter and housing especially in

246



urban areas has far outstripped supply, posing a serious challenge to 
the Government. Projections in Chapter 5 indicate that the Rural- 
Urban Balance Strategy which aims at redirecting population flow from 
major urban areas will give rise to an urban population increase from 
4.0 million in 1988 to 5.6 million in 1993, with most of the increase still 
being attributed to the existing major towns which will make up to 22.9 
per cent of the total urban population.
10.56 Due to rapid urban growth, approximately 38,000 new house­
holds are added in the urban areas each year surging the demand for 
housing to over 60,000 units per annum compared to the 1986 supply 
of approximately 40,000 units per annum. At this rate, it is likely that 
close to a million people will be seeking decent housing, the absence 
of which will increase the number of unplanned slum structures as ex­
pounded in Chapter 8. With only 3 per cent of GDP being invested an­
nually in housing of which less than half is in modem dwellings, the 
financial burden of closing the gap becomes considerably heavy.
10.57 Within the public sector, housing development has been or­
ganised through the Ministry of Lands and Housing, the National Hous­
ing Corporation (NHC) and the local authorities. In recent years, 
housing development in urban areas has been undertaken through 
several programmes some of which have received considerable foreign 
donor assistance. These include Government sponsored programmes 
through the National Housing Corporation’s “middle income” and 
“low-cost” housing operations, such as site and service schemes which 
are undertaken in collaboration with local authorities and urban coun­
cils. The NHC accounted for over two-thirds of formal housing units 
completed in urban areas between 1978 and 1987 while local authori­
ties accounted for only 10 per cent of new units. Other programmes 
have been donor-supported and have provided housing development 
for major towns such as Nairobi, Mombasa and Kisumu and smaller 
towns. In Nairobi, these programmes accounted for over 6,000 new 
units and include such developments as Burn Bum Estate and the Dan- 
dora Site and Service Scheme. In 1985, a donor-funded housing 
development programme was launched to cater for the housing needs 
of 15 smaller towns in the country. The first phase covered Londiani, 
Kitui, Molo and Kapenguria accounting for 1,710 units, while the sec­
ond phase covers Kakamega, Naivasha, Garissa, Isiolo, Machakos, Ny- 
ahururu and Siaya and provides for about 1,100 new units.
10.58 As already stated, the current provision of housing in urban 
areas still falls far short of requirements. Experience gained through 
the implementation of housing development schemes mentioned 
above indicate that the rationale for low-cost housing based on the prin-
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ciple of “housing needs” rather than the ability to afford a house has 
resulted in a situation where higher income groups and not the target 
population have acquired ownership. While the momentum gained 
from the above programmes will be maintained with appropriate mod­
ifications, the real challenge that faces the nation is to find mechanisms 
for the mobilisation of financial resources for the housing development 
programme. During the Plan periodyGovemment will continue to seek 
solutions to problems that have hitherto inhibited housing develop­
ment.

b) Programmes for Housing Finance
10.59 The most obvious constraint to housing development 
throughout the nation has been the shortage of, and more particularly, 
inaccessibility to funding for the middle and low income groups even 
where funds are actually available. The number of institutions involved 
in housing finance has nevertheless increased considerably over the last 
ten years. Apart from finances available through NHC, the Housing Fi­
nance Company of Kenya (HFCK) and Savings and Loans Limited, 
which are the major parastatals in the field, the number of private build­
ing societies increased to over 30 by 1987. These have provided long­
term mortgage lending covering 10 to 25 years, charging interest rates 
between 13 and 19 per cent per annum. In addition, insurance compa­
nies have been involved in financing housing development. Commer­
cial banks also provide limited housing finance though their terms and 
conditions tend to exclude a large number of people wishing to own 
houses.
10.60 During the Plan period, Government will take steps to ensure 
that more housing development funds are mobilised. This will be ac­
complished first, through restricting Government borrowing from the 
financial system, thus releasing an increased pool of funds for the hous­
ing finance institutions some of which will be committed to housing 
development. Second, Government will allow such institutions to gain 
easier access to pension funds mainly from the National Social Secu­
rity Fund (NSSF) and the Post Office Savings Bank. Third, by develop­
ing and expanding the capital markets, it will be possible to generate a 
secondary mortgage market through which financial assets can be 
bought and sold between investors. Fourth, the role of Co-operative 
Savings and Credit Schemes and Co-operative Housing Societies will 
be further strengthened to give greater access to funds for housing 
development both in rural and urban areas. Appropriate interest rates 
and lending policies will be evolved to support the market system in­
centives for this purpose.

248



10.61 One other issue relates to staff housing for civil servants. 
During the first decade of our Independence, with a relatively small 
civil service, it was largely possible to meet housing needs through the 
“pool housing” system in urban areas. Those not covered under this sys­
tem could easily meet their requirements through rental of private sec­
tor or local authority housing. Over time, the owner-occupier scheme 
developed later has assisted a number of civil servants to meet their 
housing needs. With the fiscal realities faced by the Government, it is 
clear that opportunities for increasing the number of houses for civil 
servants through the “pool” system will be severely restricted.
10.62 During the Plan period, Government will only maintain the 
“pool” system as a bridging measure to allow civil servants to plan the 
acquisition of their own houses, but will also continue to build civil ser­
vant housing in the difficult rural areas. Overall, the thrust of Govern­
ment policy in enabling civil servants to have access to housing will be 
geared to providing housing loans similar to the current car loan 
scheme. In this way, it will not only be possible to house public servants 
in a manner commensurate with their status and to avoid excessive 
pressure on the public budget, but the scheme will also go a long way 
toward helping develop the market for housing.

c) Other Issues in Housing
10.63 Scarcity of land in urban areas has increasingly become a major 
constraint to the development of housing. Where available, its ever in­
creasing cost has adversely affected initiatives on the part of individu­
als and private developers to invest in more housing. Insecurity of land 
tenure has proved to be one of the key causes of slum creation. The 
Land Commission discussed earlier in this Plan will address these prob­
lems.
10.64 Apart from constraints of finance and land availability in the 
development of urban housing, one other important factor concerns 
the provision of basic infrastructure such as streets and roads, street 
lighting, water and sanitation facilities. Government through the local 
authorities will ensure that such services are provided. The presence of 
these facilities will undoubtedly stimulate investment and hence pro­
mote job creation in emerging towns.
10.65 A number of regulations and building codes exist under the 
town planning, land and housing laws, the Public Health Act and the 
Local Government Adoptive By-Laws. To a large extent, these instru­
ments have become major obstacles to rapid housing development in 
the country. During the Plan period, therefore, Government will un-
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dertake a general review of these laws and regulations to bring them in 
line with the current demand for housing in urban areas. In addition, 
existing rent policies which have tended to discourage housing develop­
ment in the past will be reviewed.

10.7 COMMUNITY SECURITY AND SAFETY

10.66 For people to participate fully in the important task of nation 
building, it is important that the social, political and economic environ­
ment in which they live, work and enjoy leisure is secure. Only in such 
an environment will it be possible to make rational decisions as to the 
likely future outcomes of investment, thereby facilitating the mobilisa­
tion of both capital and labour resources for national development.

a) Crime Prevention and Criminal Rehabilitation
10.67 As a nation develops both socially and economically, it faces 
challenges from new types of criminal activity and juvenile delinquency 
arising from social and economic forces. While the police force has the 
normal responsibility for the prevention and elimination of criminal ac­
tivities, it should be appreciated that crime prevention must begin both 
at the home and community levels, for it is only there that early tenden­
cies to crime can be curbed. The next important form of crime preven­
tion is effective guidance and counselling through the country’s 
education and training systems.
10.68 During this Plan period, Government will approach the ques­
tion of crime prevention from two angles. First, the education and train­
ing institutions will be required to strengthen their guidance and 
counselling programmes through staff training and appointment of 
qualified personnel. Second, steps will be taken to improve the effi­
ciency of the police force through training and better interaction be­
tween the force and the members of the public.
10.69 Control and prevention of criminal activity needs a firm infor­
mation base to facilitate detection of those negative tendencies which 
arise from rapid social and economic transformation leading to in­
creased proclivity to criminal behaviour. During the Plan period, 
Government will establish a National Crime Research Centre for the 
promotion of research into those processes leading to deviant be­
haviour, to re-examine existing programmes and policies for early de­
tection of crime and to enhance the effectiveness of the legal system in 
the punishment of crime through the judicial and penal systems.
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10.70 The judicial system plays a vital role in the prevention of crime. 
Due to manpower shortage in the system, however, cases that demand 
immediate attention in order to guarantee justice are sometimes in­
ordinately delayed. In other cases involving the welfare of members of 
the public, those charged with the responsibility of speeding up the 
processes of law are often inadequately prepared to sort out the legal 
entanglements involved. To alleviate these problems, Government will 
take measures to ensure that the delivery of justice is timely and that it 
provides an effective deterrent. This will be accomplished through ex­
panded recruitment, training and deployment of qualified court of­
ficers to all districts and the provision of necessary physical facilities.
In addition, Government in collaboration with the Law Society of 
Kenya and the Council for Legal Education will reinforce the code of 
conduct for members of the legal profession.
10.71 Typical penal methods may not be effective in dealing with 
crimes arising from social and economic dislocation. Further, penal 
confinement is costly to the Government and has not always led to im­
provement in criminal behaviour in spite of corrective rehabilitation 
efforts both in prison and outside. Over-reliance on imprisonment will 
be avoided and traditional forms of punishment and the possible use 
of extra-mural penal employment in community projects will be ex­
plored. The community, therefore, will become increasingly re­
sponsible for crime prevention and rehabilitation. The formal criminal 
rehabilitation programmes in the Office of the Vice President and Min­
istry of Home Affairs and National Heritage and those in the Ministry 
of Culture and Social Services will be seen largely as complementary 
and will be specifically applied to more difficult and intractable cases. 
In particular, alcoholism and drug abuse which are slowly becoming 
prevalent among the people will require more than typical community 
efforts to curb.
10.72 While good laws must apply to everybody equally, to treat un­
equals equally is to negate the basic principles of natural justice. After 
25 years of Independence, the general life styles, standards and expec­
tations have changed so much in Kenya that it is now appropriate to ex­
amine the treatment, accommodation, clothing and feeding of 
criminals and suspects with a view to improving them. Confining young 
children with their errant mothers in police stations and prison remand 
cells, or abandoning them at home while their mothers are in prison 
can be traumatic for the family and the young ones in particular, and is 
worse in the case of female heads of households and un-wed mothers 
who are growing in numbers with the collapse of traditional morality. 
In this regard, therefore, Government will establish special accommo-

■

■

(

'I

251



dation facilities outside prisons and police cells for mothers with infants 
and young children.
10.73 In recent years, and as already indicated, trends toward increas­
ing criminal activity, including alcoholism and drug abuse among the 
youth have become manifest. The root causes of these problems lie in 
rapid social and economic change which leads to an inadequate and 
decreasing role of the family in the socialisation process. Greater ex­
posure to the negative sides of cinema, printed media and radio and 
television have also been proved to result in misguided socialisation 
leading to the development of criminal tendencies among the youth. 
Other causes arise from the peculiar socio-cultural dislocations typical 
of large urban conglomerations such as urban slums. However, the 
leading cause of juvenile delinquency lies in idleness and the lack of 
productive employment.
10.74 Many families and individuals are unable to provide for them­
selves or to participate in social and economic activities either because 
they are orphaned, destitute (such as the parking boys and girls), 
elderly, handicapped or simply poverty stricken. The on-going pro­
grammes supported by the Government and NGOs will be intensified 
to assist these disadvantaged groups with the aim of making them self- 
reliant as far as possible.
10.75 The youth of this country constitute a vital resource that has to 
be developed for positive nation-building rather than being allowed to 
be idle and hence exposed to undesirable social behaviour. During the 
Plan period, greater efforts will be made to generate more productive 
employment for youth in all sectors of the economy. Greater en­
couragement will also be given for youth to find gainful work in the in­
formal sector and in small-scale enterprises in the rural areas. 
Programmes for vocational training will be expanded as elaborated in 
Chapters 7 and 9. The Government, working closely with NGOs will 
further develop Youth Information Services at all district centres to ex­
pose the youth to employment and self-advancement opportunities. In­
tensified research into the social and economic processes that lead to 
criminal behavior among the youth will be carried out under the aus­
pices of the National Crime Research Centre. In addition, Alcohol and 
Drug Control Institutions will be established to arrest the escalating al­
coholism and drug abuse among the youth. More approved schools and 
remand homes will be established to cater for the increasing number 
of young offenders.
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b) Road Accident Prevention

10.76 One of the most unfortunate outcomes of development is the 
increasing number of road accidents and the general lack of safety for 
all road users. The majority of road accidents have been attributed to 
human error and careless driving (83 per cent), as compared to bad 
weather and sudden obstructions (8.6 per cent), defective motor ve­
hicles (7 per cent) and road defects like potholes and lack of appro­
priate road signs (1.4 per cent). The gravity of the accident rate and 
resulting casualties is reflected in Table 10.1.

:

:
;

'Table 10.1: Road Accidents and Casualties, 1982-86 - :

1985 1986198419831982Year

8,474 9,066

1,806 1,832
5,113 5,701
2,870 9,676
9,789 17,209

8,2297,524 8,023
1,462 1,515
4,978 5,017
7,400 8,509

13,840 15,041

No. of Accidents 
Deaths
Serious Injuries 
Minor Injuries 
Total Casualties

1,490
4,880
2,220
8,590

h
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10.77 The data in the table indicate that between 1982 and 1986, the 
number of road accidents increased at an average rate of 4.8 per cent 
per annum. Over the same period, recorded deaths increased at an 
avjerage rate of 5.8 per cent, serious injuries at 3.4 per cent and minor 
injuries at 6.9 per cent per annum. The total number of casualties rose 
at an average rate of 5.6 per cent per annum. These numbers reflect an 
estimated fatality rate of 5.4 persons per 1,000 vehicles, compared to 
0.45 for Britain, 0.5 for USA, 0.7 for Australia and 1.0 for Japan among 
developed countries, which nevertheless have higher vehicle owner­
ship per capita and much larger fleets than Kenya.
10.78 This high and increasing incidence of road casualties and fatali­
ties constitutes a serious waste of human resources, in addition to the 
social distress it creates among affected families and communities. The 
Government views this situation with grave concern especially since 
most of these accidents are definitely avoidable. The largest proportion 
of accidents as indicated earlier arises from careless and reckless driv-
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ing. Although this is a generalisation that needs to be qualified by im­
proved data, careless driving of public service vehicles has contributed 
greatly to road accidents. Road accidents increase the demand for 
costly curative health services and make the shift toward preventive 
health services more difficult to achieve.
10.79 Government will adopt the following approaches in promoting 
the reduction of road accidents:-

• Through the National Road Safety Council, Government will in­
tensify public education on general road safety requirements.

• The Ministry of Transport and Communications in collaboration 
with the police force will intensify the monitoring of driving 
schools to ensure that those undertaking training are thoroughly 
exposed to the requirements of road safety. Re-examination of 
old drivers will be instituted to weed out those whose com­
petence has declined or whose eyesight has deteriorated. Drivers 
without valid driving licences will receive stiff penalties. Proper 
training of public service vehicle drivers will be mandatory. 
Pedestrian and cyclist awareness of proper conduct on the road 
will be enhanced through non-formal and informal education.

• The Ministry of Transport and Communications, working closely 
with the local authorities will ensure that roads are properly 
maintained and proper road signs placed in correct positions.

• Vehicle inspection will be more systematic and will be required 
periodically of all vehicles. This service will be decentralised to 
the district level. The training of vehicle inspectors will be inten­
sified.

• Compensation and redress for accident victims will be speeded 
up. In this regard, Government will require that insurance com­
panies make their terms and conditions transparent. They will 
also be allowed to appoint their own vehicle inspectors who must 
be approved and registered by the Government.

• Enforcement of traffic rules will be intensified.
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; • Pedestrian and cyclist pathways will be provided for where prac­
ticable.
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• Accident reports will invariably be accompanied with technical 
vehicle assessment reports carried out on the spot by qualified 
vehicle inspectors.

?

• Efforts by voluntary organisations aimed at preventing avoidable 
disability arising from accidents will be encouraged.

c) Other Areas of Safety
10.80 With an increasing number of skyscrapers in the major urban 
centres of Nairobi, Mombasa and Kisumu, there is urgent need for 
safety precautions against the outbreak of fire. This calls for a more effi­
cient fire service that is capable of fighting such fires and rescuing 
people from the skyscrapers. It is, therefore, the Government’s inten­
tion to ensure that appropriate and efficient fire control systems are 
developed and installed.
10.81 In Chapter 8, the diseconomies of environmental pollution 
arising from the industrialisation process are discussed. One social dis­
economy related to industrialisation is the occasional incidence of in­
dustrial accidents leading to the maiming and sometimes death of 
individuals. The Factories Act which governs the installation of safety 
measures in industry and the compensation to workers arising from in­
dustrial accidents has not always been adhered to by industrialists. 
During the Plan period, Government will enforce the provisions of the 
Act more stringently to ensure the safety of workers.

10.8 SPORTS

10.82 The Government recognises the role of sports as a means of 
promoting discipline, together with moral and physical qualities in 
youth which are essential for the development of a nation of dedicated 
and patriotic citizens who recognise the value of tolerance and mutual 
understanding, thus acquiring qualities that promote happiness for all 
members of the community. Government policy, therefore, is to pro­
mote sports as a means of developing character in youth, improving 
their health, creating a national consciousness in them and teaching 
them to appreciate the values of tolerance, mutual respect and friend­
ship at home and abroad.

255



10.83 To this end, the Government has invested substantial resources 
in the development of additional sports facilities namely, the Nyayo 
National Stadium and the Moi International Sports Centre, Kasarani. 
During the Plan period, Government will continue to improve sports 
facilities, concentrating at the district and provincial levels in line with 
the District Focus for Rural Development Strategy. The District 
Development Committees together with local authorities will be re­
quired to allocate land for the development of sports facilities required 
by various sporting interests.
10.84 In harmony with both local and international trends, the or­
ganisation and management of sports will remain the responsibility of 
various clubs and associations with guidance from the Kenya National 
Sports Council under the auspices of the Ministry of Culture and So­
cial Services. In order to further improve the sporting spirit of the na­
tion, efforts will also be made to diversify into other forms of sports 
including gymnastics and the martial arts in addition to what is currently 
prevalent in the country.

10.9 THE ROLE OF CULTURE IN NATIONAL DEVELOPMENT
10.85 Culture is a unique way of life peculiar to a people, encompass­
ing social institutions, values, norms and ethics as well as attire and 
various forms of artistic and literary expression. Culture is typically ex­
pressed through the nation’s unique artifacts, diversity of song, art, 
dance, theatre, literature and other traditions. Culture should be seen 
in a dynamic context that embodies responsiveness to changing social, 
economic, physical, political and technological environments. Accep­
tance of modem living standards and technological innovations has in­
evitably led to the abandonment of some facets of our most cherished 
cultural heritage, sometimes leading to serious social dislocations.
10.86 For a nation to maintain its identity it is important that certain 
cultural values be developed and promoted. A national language is one 
aspect of cultural identity as it plays an important role in national 
development by facilitating interaction among people throughout the 
country. A common cultural heritage not only enhances national unity, 
maintenance of personal and community security and peaceful co-ex­
istence of various ethnic groups but also ensures that posterity is not 
severed from the foundations of the nation. It should also promote and 
inculcate a sense of national pride, unity and patriotism, individual re­
sponsibility and accountability and the commitment to hard work for 
the achievement of national progress in various economic, social and 
scientific fields.
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I 10.87 Rapid cultural and social transformations in Kenya have had 
diverse impacts on the family, the basic social unit of the nation, and 
the institution for the transmission of culture which determines the 
development of the personality of individuals from their early age. In­
teraction with the outside world through the varied media and through 
tourism has occasioned certain adverse cultural tendencies in society 
such as social deviance, increasing individualism and self-centredness 
which tend to threaten the spirit of African Socialism and attendant 
mutual social responsibility.
10.88 During the Plan period, Government will enhance the preser­
vation and development of Kenyan culture through the following pro- 
grammes:-

• establishment and development of cultural centres at district and 
divisional levels to act as focal points for cultural expression 
especially in rural areas;

I
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• development of Kiswahili as a national language;

• design and introduction of national dress types;
it

• maintenance of the role of elders in public decision-making in 
such matters as land, marital relations and extended family rela­
tionships;

I

• greater exposure of pre-school children to the family environ­
ment by avoiding taking them into the formal education system 
at too early an age;

• introduction of inter-cultural exposure through educational 
materials;

• promotion of the positive image of Kenyan culture through the 
mass media;

• promotion of the national culture through song, dance, mime, 
oral and printed traditional literature;

• preservation of monuments and structures of cultural interest 
and expansion of museums in each provincial centre to display
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items of past material cultures and artifacts specific to those re­
gions and to the nation;

• development and encouragement of appropriate traditional 
technology including traditional medicine already discussed ear­
lier in this Chapter; and

• promotion of Kenyan authorship and publishing.
10.89 After language and attire, the next significant factor in deter­
mining national culture is material culture which takes the form of the 
making of tools, cultural artifacts expressing cultural aesthetics and all 
types of household furniture and equipment. In this respect, the 
development of cultural products such as the now well-established 
kiondos, various dress materials and designs and wood and stone 
carvings has become increasingly important in the propagation of our 
cultural heritage internationally. In the past, these activities were con­
sidered part-time cultural occupations and were rarely used for the 
generation of income and employment. During the Plan period, 
Government will ensure that, while these activities are developed as 
expressions of national culture and beauty, they will also become an in­
tegral part of the small-scale enterprise system. Groups and individu­
als with these particular skills will be encouraged through extension 
efforts with priority being accorded to the establishment of cultural in­
dustries in the RTPCs.

10.10 PARTICIPATORY MOVEMENTS

10.90 Harambee and self-help efforts among Kenyan communities 
have made a considerable contribution to social and economic develop­
ment since the attainment of Independence. The movement has been 
responsible for the mobilisation of manpower and capital resources for 
the provision of an array of basic needs facilities for welfare improve­
ment, the most common of which are education facilities, youth centres, 
health facilities and community halls. In addition, such resources have 
been put to economically productive projects such as the construction 
of cattle dips and other infrastructure including water and transport and 
communications.
10.91 As indicated in Table 10.2, the total value of Harambee con­
tributions increased almost four-fold from K£ 9.79 million in 1979 to 
K£ 37.29 million in 1985. In general, contributions from Harambee 
groups have been one way through which the people themselves have

*Vv>
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Table 10.2: Total Value of Harambee Contributions
(K£ Million)

1983 1984 1985Project Type 1979 1980 1981 1982

9.43 37.45 24.48
039 1.21 0.63
039 038 0.49

5.05 12.28 11.48 12.78
031 1.44 0.62 0.77
0.24 0.34 0.81 0.47

Education 
Nurseries 
Health 
Social 

Welfare 
Domestic 
Water 
Transport/

Commun­
ications 

Agriculture 
Buildings 
Other 

Construction 0.09 
Other

3.14 2.66 337
0.10 0.24 0.08
0.79 131 1.04

2.222.23 2.00 2.45
0.03 0.05 0.06
0.88 0.67 0.74

0.13
0.59

0.04 0.06 0.22
1.50 0.38 0.98
0.43 0.67 1.21

0.100.05 0.03 0.02
0.42 1.34 0.73
0.05 0.44 0.85

1.37
0.69

0.02 0.07 0.05
0.07 0.96 4.73

0.030.02 0.01 
0.24 0.13 0.395 0.52

16.30 45.59 37.299.79 18.74 18.16 19.67TOTAL!

become committed to the improvement of their own welfare and that 
of others without relying on the Government, which contributed on 
average only 9 per cent of project costs over the seven year period.
10.92 Women’s group participatory initiatives have also contributed 
tremendously to economic and social progress in the country. Besides 
their contributions in cash to Harambee projects, they have also made 
major contributions in terms of materials and labour particularly be­
cause they constitute the majority of the rural population. Through 
various women’s organisations in the country including KANU - Maen- 
deleo Ya Wanawake, National Council of Women of Kenya (NCWK), 
the Women’s Bureau (WB), the Young Women’s Christian Associa­
tion (YWCA) and the Girl Guide Movement, there has been growing
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and effective participation of women in developmental activities across 
the country. Such organisations will continue to receive encouragement 
and support during this Plan period. *
10.93 In addition to the role played by the Government, local 
authorities, co-operative societies and community groups in national 
development, there have also been significant contributions by Non- 
Governmental Organisations. In recognition of their important role in 
the promotion of welfare projects, the Government set up the Kenya 
National Council for Social Services (KNCSS) as early as 1964 to co­
ordinate the activities of NGOs with those of Government and local 
authorities and to avoid duplication. Since the NGOs have become in­
creasingly involved in developmental activities, these efforts will be 
strengthened by the District Focus for Rural Development Strategy 
through which the NGOs, in collaboration with the DDCs, community 
groups and local authorities will enhance the process of local partici­
pation in the design, implementation, monitoring and evaluation of 
projects.
10.94 All the NGOs will register with KNCSS and provide the Coun­
cil with a complete description of their organisation. This will include 
their management structures and staffing, sources of funding, origin 
and philosophy and, where appropriate, any overseas links and the 
range of their operations both in Kenya and in other countries. The 
NGOs by and large divide between those which are directly welfare 
oriented and those which induce welfare impacts through development 
activities. Direct welfare NGOs will work through the Ministry of Cul­
ture and Social Services. Those involved in more conventional develop­
ment projects and activities will work through the Ministry of Planning 
and National Development which will ensure that their programmes fit 
into established national and district priorities in order to reduce du­
plication and wastage of resources. NGOs will clear their budgets 
through the relevant operating Ministries in order to ensure that their 
funds are reflected in the accounting records of the Ministry of Finance. 
In order to ensure continuity and the effective use of the facilities which 
they establish, NGOs will also be expected to provide for the funding 
of recurrent costs and maintenance.
10.95 The independence of NGOs will continue to be respected and 
they will be encouraged to develop control mechanisms outside of the 
Government machinery to enable the country to profit from their un­
hindered presence and functioning.

f
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10.11 PUBLIC INFORMATION AND EDUCATION
10.96 As indicated earlier, the ultimate goal of development is the 
improvement of the welfare of the individual, the family and the com­
munity at large. Man is the principal agent of change and the main 
beneficiary of development. However, to contribute effectively to the 
development process, man has to be provided with the opportunity to 
gain knowledge, skills and other relevant resources. One of the most 
important resources in this regard is information acquired through for­
mal, non-formal and informal education and training. Government has 
hitherto placed considerable emphasis on formal education and train­
ing and has in addition mounted literacy programmes throughout the 
country. The priority in the on-go'mgAdult Literacy Campaign has been 
on reading and writing and has led to the development of the individual 
beneficiaries and through their actions to the overall social and 
economic progress of the nation. During the Plan period, adult literacy 
programmes will receive further emphasis and expansion throughout 
the country.
10.97 Besides the role of the formal education system and functional 
literacy programmes in improving information flows to the public, 
other methods of information transmission have already been covered 
in Chapter 5. Nevertheless, effective information and communication 
can only take place in an environment of literate Wananchi. A pro­
gramme to enhance literacy during the Plan period will be mounted in 
a more integrated manner than has hitherto been the case. The people 
will be provided with information regarding their actual and potential 
contribution to social services through cost-sharing. They will also be 
provided with information on health, nutrition, family planning, 
weather forecasting for agricultural activities, air and sea travel, and 
scientific research and development.

10.12 AUTHORSHIP, PUBLISHING AND PUBLIC LIBRARIES

10.98 Although the country has taken tremendous strides in the 
development of agriculture, industry, health and education, inter alia, 
authorship and publishing have not received much attention. Until very 
recently most reading materials available in the country such as school 
textbooks and other literary works have been produced abroad. This 
has resulted in cultural domination through the reading materials writ­
ten for other cultures, leading to the adoption of foreign attitudes at 
the expense of the national culture. It is important to note that books 
are a cultural mirror of a nation and its people and are an effective 
means of disseminating that culture. Therefore, to promote and pre-
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serve the Kenyan culture, it must not only be documented for poster­
ity but also lived by us and our children.
10.99 Currently, a number of Kenyan writers have emerged who have 
produced literary works based on the national culture but who often 
depend on foreign dominated publishing houses for the publication of 
their works. The only Government sponsored publishing houses are the 
Kenya Literature Bureau and the Jomo Kenyatta Foundation which 
have taken up the important role of publishing textbooks for the edu­
cation system. It is, therefore, evident that reading materials for general 
purposes especially for children, when available, are generally based 
on foreign settings and hence do not depict Kenyan culture. To develop 
a well informed and strong nation, the publishing of books relevant to 
the needs of the people and which boost Kenya’s rich cultural heritage 
will receive the highest priority.
10.100 During this Plan period, Government will institute meayures 
to accelerate the development of Kenyan authorship and publishing. 
However, the authorship and publishing of books per se is not enough 
in the endeavour to bring reading materials within easier reach of the 
people. It is necessary to develop an efficient library service as a means 
of making books available to all Kenyans for leisure and self-fulfill­
ment. Such a library service should be accessible in terms of subscrip­
tion and location. In an effort to improve the literacy of Kenyans and 
to enhance their beneficial use of leisure through reading, the existing 
public library service will require additional support. During the Plan 
period, therefore, the Kenya National Library Services will be 
strengthened to enable it to develop library services in all districts 
aiming eventually to service divisional and village levels.
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