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[.. Introduction

Mn:. Speaker, Henorablé | dMembershcand dellow

Kenyans;s, iIt't 6 sreca hogaue atpreheotno e Atcost pr e s
House and: to the countn 1y the-highlights of the Budget

fonthec financial year2020/21 . I'docthis in performing

my, fiduciaryy duty, and in-fulfilment of the requirements

of Section 4040 of the-Public FinancecManagement Act,

2012’ andcthe o Standing) OrderdNumbeni 241 of the

National Assembly.

Mn: . Speaker,cr, at thecoutset;-allowme totake this-early
opportunity:to L expresscmy rsi ncere: gratitude 4o His
Excellencyy , the: President ofithe = Republic.of, Kenya/Hon
Uhuru: Kenyatta; forfappointing ‘me; to the cpasition of
Cabinet: Secretary/for othethNationaloTreasury: -and
Planning; ta provide leadershipin .economiciand financ ial

affairs-of)’ the: country:

Mr.. Speaker, allows mec also.ctotexpress-amy rdeep
appreciation to' the 'Chair and -Members 'of ithe) Budget
and AppropriationsnCommittee, Finance® and:/National

Planning; Committee-as ~wellvas other! Departmental



Committees = ofol the National! Assembly ' for orthe
constructive .engagementsrand-support in-the review of
the: financialoyear -22020/21 /Budget Estimatesiand: the

fimancingimeasures:
FY 2020/21 BudgetcContext

Mn: . Speaker, in February 2020, wesubmitted 'to- this
House: the- 2020) Budget: Policy Statement. During rthat
time;, ourirfinancial i -projections icassumed racmormal
operating cenvironmentc The leconomy was' projected to

grow by 6.1l percent inn 20200 which hwas~an
improvementfrom> i 5.4%percent:nt im 2019. Indeed; we had
set an a: conscious. journey of fiscal sconsaolidation,
targeting @ lower fiscal deficit of 6.3 percent:nt of GDP in
the: financial-year -2019/20, 4.9) percent of GDP in

2020/21 ‘and) ultimately 3.0)percent of GDP’ over the

mediumnterm:Thishplan/wasvpremisedon a strong
revenue grawth : reduction of non -caore
expenditures and a gradualaslowdewnoinnthe

growithtof public:debt



Mn: Speaker,cr, youmay recall-that early:in theyear, this
House: considered: courproposals:-and -~ approved the
economiccand (financial strategiescin the) 2020 Budget

Policy, Statement.
Qutbreak-of Covid -19Pandemic

Mn: Speaker,cr, the: global outbreak-andnc therapidspread
of the: Covid-19 Pandemic: has led toocontractioncof the
global! economy with tdisastrous oconsequences:nThe
Pandemicc and cthe attendant scontainment nmeasures
aimed at 'saving lives thave: disrupted ' the' business es
environment !, includingointernational trade , leadingto

loss of livelihoodsfor'millions| of people-globally.

Mn: Speaker,cr, Kenyahasnot heen:spared. Evidently-the
Pandemic: andd the o swift/ i/ icontainment cmeasures :
includingcclosurerof the' airspace and borders, curfews

and cessation ofcmovements in-some ccounties  among
others;, have: not only, disruptedcoun way:ys of lives: and
livelinoods =, butitoo a greaterrextentibusiness:<These
measures-includinghenforcement, of basicbhygiene and

social'distancing were notionly necessary but' also timely



as they have ¢ indeed! stemmed:a surge of infectionsiand

loss of lives.

Im addition rto t the hadverse: reffects’ cof <the Covid/-19
pandemic;, oun ecomomyy also cexperienced two' other
shocks: First; ithe' massive invasion of .swarms,of desert
locusts: that:damaged)crops..Secondly; the: floods-that
led/toloss oflives and livelihnood; displacement-of people

and destruction of infrastructure.

Mn:. Speakerer, cognizant: of:'the smagnitude. of the
multiple = challenge-s, particularly the Covid - 19 pandemic,
the: Government i moved:swiftly to intervene and
implement ¢ a range of measuresto o mitigat ‘e the: adverse
effects:. Overall,, t these measures- have cprovided the
much needed  relief’ to thececonomyy through injection
off cashh and! provision off additionah -disposable

incomes:to thepeople:and businésses

Mr. . Speaker, the: Governmenti ! also lowered the« Value
Added! Tax+( (VAT) rate from116% to 14%;'reduced tax
rates- forbotht corporate -and -personal- income: (PAY E)

fram1 30%’ to125% > and- provided 1 100%] tax" relief« for



persons-earning o a grass: monthly 'income of up to Ksh
24,000. Furthersin order to-supportthe Micro; Smalband
Medium Enterprises; the tur nover tax rate 'was lowered

from3.0% to 1.0%!

Mn: . Speaker, in arder to csupportothe teconamy; the
Governmentt instituted various maonetary v policy
measures- to enhance credit'access by the private sector

at an affordable/ccost=t. This: was: achieved:-through
reductionnofothe Centrali /B! Sank: Rate-from 8.25%/ to
7.0% and lowering: of)f the Cash Reserve: Ratio
requirement ) from 5.25% /% to 4.25%'/. Consequently,
these: interventions-released Kshh 350.0bi billionn to
commercial:banks'allowing ithem-flexibility. with regard

to requirements for floancclassification -and provisioning:
Indeed; , since -Marchc 2020, banks: rhavel restructured
loans:inrexcess-of ! Kshi360 billion includingg Ksh190.0
billiom n of personnal loans:. Further;, Mn..Speaker, listing
with the Cred: (it Reference Bureaus of any person,Micro;
Small' andcMedium rEnterprises -and -corporate centities
whose" loanraccount falls: overdue corciscin arrearsrwas

temporar rily suspended. In addition,in orden to @nhance
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liquidity forcbusinesses; the Gevernment provided Ksh
13:11billion to settle cverified -pending! bills fowed> by
Ministries <and cDepartments rand a furtherr Ksh 100

billiom n for payment of verified VAT refund claims.

Mn:.Spea akerjy, to cushionithe vulnerable lincour society :
particularly,, , the cemerging; rurban bvulnerable; the
Government, ! provided-an additional Ksh10./0.billion to
boost: the-omn-going) traditionah -current ccash -transfer

pragramme.- Similarly, the: Government allocated Ksh
1.00billion to recruit it health worke:crs to strengthen« the
human capital -capacity of the Ministry of Healthhh while
allocatingc Kshi 400 Cmillion for foodd and cnonoi-food

commodities: for affected households.

Mn:. Speaker, the: Governmentnalso -established I the
Covid'-19 Emergency v Response-cFund o [receive
voluntary v carn ntributions = from rwell = -wishers: towards

defraying expensesassociated with this: pandemic:

Mr. Speaker, in. arder ito gainfully: engage -our youth,
the: Governmentitrolled «cout oithe AGaiz i Mt aani

Proorgmaimmedeésigned ! taoimprove v publich hygiene



standards-and </ undertake ~urban- civil \works. Already;

about! 26;000 youth are engagedinthei ¢ Pilot: Phase:

To further cushion citizens andnbusinesses:-from the
adverse-effectstof Covid.i-19 Pandemic: and to stimulate
economiccactivity t v going forward <, H.E. T he President;ion
Mayy 2339 20200, unveileddamn 8-Peintt Ecenomic
Stimulusu Programme . | will''be celaborating on the

Economic:Stimulus Programmme later: im thiss Statement:

Resource: Mobhilisation

Mr.. Speaker, over thec last:ifew maonths;:, revenue
collections = shrunk« considerably v due: to slow.ed econamic
activities = attributed-toto COVID-19 Pandemic:. Conversely,
there- was rise=dn |public expenditures - to address-the

targetedc interventions:.

Im light:t ofofthishis, the: Government reachedcout to
multilateral » 'and bilateral- idevelopment partners fon
additional:' finameingnc. Indeed,, the: response« from

development partmers- wasy promptrand generous:-A

number of,¢ them: provided assistancecin form of grants



and' highly\concessional fundsrand personal Iprotective

equipment:

Mn:. Speakerer, allow mecto o highlight'tsome of the
significant financial ‘assistance that: Kenya:has-received
fram multi'© - lateral partners. <. First,t, the: country received
Ksh78.:3. billion underthe Rapid Credit Facility of the
International Monetary -‘Fund:to help ad dress-thedmpact
of the: COVID-19 Pandemic:. Thisfinancial supportis fully
concessionalatzerointerest rate. Second!, we received
Kshh 108.0. billion fram, the «\World | Bank underr the
second’ DevelopmenttPolicyic\Operation, ioas both
budgetary supportand: extraresources to_helpdight'the
Pandemic:. At thecinitial phase: of the: COVID-19
outbreak <, the: World 'Bank < extended: support: of Ksh 6.8
billiom n underrthe «Contingency Emergency: Response to
the: Ministryyo of Healthh for prompt: preparations: = and

response-.

Mn:.. Speaker, the: Governmentrhas - also received! Ksh

225 billonon framnthe cAfficansDevelopment) Bank“as 'a
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concess.ional loannand can:additional Kshy 7.5 "billon

commitment s framthe European:Union informrof)’ grant's.

With, thhis support,., Mn. Speaker, we willl not only
strengthen rour health: lcare systems: withthe requisite
equipment;’, suppliessand: medical personnel t0 respond
to thepandemic c but'alsofund other critical interventions

in the-budget-:. W/e express-ourisincere« gratitude« to oun

bilateral development 't partners::sand multi lateral
institutions) = for standing withius duringthis challenging
time-.

Financial Year2020/22 Budget

Mr.. Speaker, the: fimancial! year:2 ~2020/211 budget
responds: toothe e current! challenges: facing; Kenyans;
businesses-and theeconomy at largecinthe w wake: of
COVID-19 pandemic.c. It issinrthis context:that!we:have

chho's en thtrheefortithcetme cifao rStimulatingstheb/u=d g e t

Economy:y to Safeguardr« Liveliheodsy ocdobs,
Bussniensessssie sndanidal Ramcdwesit™r 1 al Recover
The themecunderscores courodetermin ation) to protect

lives: and' livelihoods ! and cushion) vulnerable citizens
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againist the-adverse-effectscof: COVID -19. This is-further

expected: too cneate candn protectt jobs , Stimulate
industrial growith and ultimately:|y steerreconomic
recovery

Mn: Speaker,cr, tosustain efforts towards the full recovery

of thececonomy, the Government IS currently developing

a Post Covid-19 Economic:Recovery Strategy under the

leadershiprof>H.E. The President-The Strategyy willl not
only, acceleratec economicc recovery, but: is designed:to

provide-as road/mapp for transitionitoto new development

framework < beyand the cunrent Vision:2030

Mn:.Speakerer, allow'mec now too highlight:the economic

polic'y context:t in which'this budget has been prepared:

llX. EcenomicPolicy Context

Mn: Speakercr, inframing g thisbudget; t, we have: taken into
accountirecent 't econaomicc developments: = on the: global
and domestic/c scene'. The budget: was preparedagainst a
background of:a contractingtglobal econemyroccasioned

by thecoutbreak-of the COVID-19 Pandemic-which 'has

disruptedc mast! aspects: of."human: life. Indeed, , mnost
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world' economies:remain-aon lockdown . As a result|tin
April 2020 the IMFE projected that the world economy will
experience« negative v growth rate  of 3.0) percent in
2020). Thisiis‘warse-thana 1 the growth reported during the
2008:- 2009 financial crisis: However; on a positive note;

world 'economic igrowthis projected to rebound-too 5.8

percentt im 2021.

Mr.. Speaker, overall,, ecomomiccgrowthin advanced
economiescis {projected 4o contract by 6.1 percent in
2020) while that .of emergingiand develop ing countries
includingg China;, India,~Russia: and Brazil IS expectedto

contract by v 1.0)percent:nt in 2020, Equal - ly, economies in
Sub-Saharan African:region areprojected to contracty
1.65percent im 2020(beforera rebound to-grow: by 4.1

percentit im 2021,

Mn:. Speaker, in additiontot the adverse- effectc's of
COVID-19 Pandemic,, the:Kenyan economy v is confronted
by the  impact!of desert locusts and floods: that: have
caused' deaths;, displacement:: and < destructiont cof

infrastructurer « acroess-theccountry.
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Fromthese« three: simultaneous - shaocks;, all sectors-ofithe
economyy have -been-adversely: caffected.c tAgriculture
sector:for example, has been hit_ hard< by the-ow global
demand foragricultural praducts = especially horticulture,
teas and coffee -, amang others: Further, the reductionin
availability v of raw. materials:/and rintermediate:/ goods
followingcclosureiof international borders has negatively

affected: the-manufacturing sector.

Mr. Speaker, takingointo. aceount: theimpact of these
shocks: onn the cdomestic.t economy, rgrowth cistinow
projected: at a lowerr rate-of " 2.5percent:nt in 2020 down
framithe « 5.4%percent:nt growthire ccorded in 2019.. Moving
forward;' so.@s:to 0 boost: economic activit v ities and foster
higher.growth'rates, <, we shall'| notonly implement:: a rapid
Economic:Stimulus = Programme« but also lay downra firm
dPost Covid-19 Economicc Recovery, Strategy;,d These
initiatives'a are: ultimately', expectedto stimulate-:economic
activities= thereby, culminatingc to a growth hof 5.8

percentt im 2021 and' 6.5percencnt by, 2024.
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Mr. . Speaker, as mentioned < earlierr, our chaesen fiscal
consolidationp plam has been adversely, affected: by the
events-overthe last:<! six months:. In thisrespect i, we: are
now target-ting a fiscal deficit of o 8.3 percent:nt of GDPF in
financial year: 2019/200 framithe« previous: targetiof 6.3

percent! of GDP'. Imthedinancial year-~1 2020/21 1, the fiscal

deficitt is targetedc at 7.5 percentyof cGDP and is

expected:’ to improvec to 6.1 percentiof GDR in FY
2021122 > .
Mr.. Speaker, having; outlined-the hEcanomicPolicy

Contextt fon thisbudget, the rest.of " my, Statement will
outline- specific i ctmeasures: caimedn at stimulat:ting; the
economy, so as too safeguardrliveliheods , including
jobs;s:, businesses and facilitate faster: rindustrial
recoveryry. | willll thereafter:r present: a fiscall framework
that: sets out! the resource envelope underpinning this
budget! and enumerate the spending priorities . Finallyy , |
willl pravide-highlights,of tax and other policy measures

that'we@are proposing tosupport econamicc recovery:
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I 1. Stimulating the Economyrto iSafeguard
Livelihoods;, Jobs;, Businessesseand
Industrial Recavery

Mn.. Speaker, in. addition totothe recent: shocks
experienced by the'ecanomy iy, we are- stilll confronted by
theperennial | challenges- of highlincidencen ces ofipoverty:

and! unemployment; e frequent: g droughts;! rdow

agricultural and industrial productivity,
inadequate: decent_housing, growing demands for
higher:r investments enins  the health 'y seector;
inadequate: revenue and other formsrof: financing

and governance ce-relatedissues

Mr.. Speaker, the'se challenges:, includingg the
devastating effects-of COVID/11-19 pandemicirequire bold
actions:ifiwe areto to paositionn ourcountry o on asustainable

ecomomiccgrowth itrajectary

Through this budget; therefore, Mn:. Speaker;r, ourfocus
will'be-:
A First,t, to rolllout an-Economic Stimulus Program me

that: will catalyse: economic  cactivity, | \provide
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livelinoods = to Kenyans-andienable’ businesses to
recover:r fram the: adverse- effects -of oC COVID-19
Pandemic:. | Iwill'/ishortly ‘enumerate ithe: variou S
initiatives and thein funding.

A Second¢!, maintaining cmacroecenomic stability) to
support tlong termrinvestments;: econemic) growth
and' development: Towards this ‘end, ~we, aime to
strike-anr appropriate-balance rbetween support:for
economiccrecavery rand rcontinued fiscal idiscipline.
This willlbe achievedtd through-effective. - coordination
of fiscal, monetary:andfinancial policies to lower the
cost of living andrdoing business:.
Mn: Speaker,cr, whereas: Ke n:y-a 0/'s ¢ deltremains
sustainable~, we need tobe cautious about future
debt: accumulationon. Our foocus therefore;:, will be- to

strengthen i management of public debt ta)minimize

cost. and:! risks< <of othe hportfolio , while> accessing
external concessional! f funding to finance
development projects: Furtherr Mn:.. Speaker, I

reiterate that - security of our people; property, and
investments! remain- key:dn this regard; 4 will, be
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proposingdallocations of fumds: to strengthen-our
security and' investigative agencies. This is-because
a secure: andcconducive business-environment will
attract Foreign Direct-nvestment thatlis necessary
fon economicirecovery:

A Third¢!, to support:ithe recavery and growth of Micro,
Small! and< Medium Enterprises = throughovarious

interventions = includingc operationalizationoof cthe

CreditiGuarantee-Scheme. Mn: . Speaker,cr, to further

Small and Medium Enterprises  , we shall gazette and
enforce the list of items for local procurement to
promotethe ABuy Kenya Bui |ldtatee ny a o
A Fourth, to continue supporting implementation of
the iBi g F o umda. IMlgseegard, therefore, Mr.
Speaker, 1 will later in this Statement be proposing
allocations to the Drivers and Enablers of the Big
Four Agenda;
A Fifth, enhance allocations to support development
of critical inf rastructure in the country such as
roads, rail, energy  and water, among others, SO as
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