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Sessional PaPer No' 4 of 1975

ECONOMIC PROSPECTS AND POLICIES

1. Kenya's impressive record of economic growth-6'8 per cent

per annum during ,h; il;;;;aoe of independence-is currently in

danger of erosion. ift"-*ut"t are (1) a price squeeze-import

prices are rising *uJ *ot" rapidly than export prices' (2) a com-

modity squeeze-ws must deciease our imports and- increase our

:xllorts, leaving f.*";-;*ds- for^domostic use' and (3) a credit

*.,eeze--the r,".O aJ dm*fty of borrowing more from abroad to

il";; r"tiJr',ut cleficits in our balance of payments'

2.Itisdifficulttoexplaintheimpactoftheselargelyexternal
events on the fiu", u:nJ'tiu"Jurd of living of our- people',Kerrya-has

"rl.vJ 
taatively tiuui" prices and. growing levels of economrc

activity ever since i;;&;e4ce and [eoplelre unaccustomed to

the kinds of aa;urtrn"itJ;; before us' Their concerns are immedi'

ate and p."rrirrg-rr.,:,it" luy fo{ q the face of higher prices;

where to find *ort.l*rr!r"-to g"t fertilizer and seed, and how to

p"v tliircm; how to get produce to market'

3. External prices and the balance of payments seem very

remote from these';;Ji*l concerns, but they are ngt. This paper

"i "rtp,t- 
a explain how these external events aftect our own

development' whal policies Government must pursue to cope with

them, and why ,rr.'"'J"t'tanding and oo'operatio-n of all groups

in our society is critical to the success of those policies'

Ihe Outlook for Foreign Prices

4. Prelimin ary data for 1974 indicate that import 'prices 
rose

by 43 per cent (ff;;cent exgru!1s oil) in 1974' As we have

very little control over the import pids we must pa'y' these higher

costs must ue renJoiJ i" t'ig:n"t prices for the goods we produce'

It is in this way ,t "ii"n",i"i 
abioad is "imported" into Kenya'

5. Rising domestic prices.lead naturally to -deman$s 
for higher

wages, rents and ptofit'' increases in which result in further

increases i. ao-"rtl""pri"*. it" spiral which begins so easily in



this way may be exceedingly difficult to stop- Everyone seeks onlyjustice-to.k""n 
.3r9n wiifi.,ising prices_but in these circum_stances justice in that sense simply"*'rrrrot be served.

6. In producing 
9u1 total output sold at home and abroad in1973, 25 per ceniof. the-inputs 

"-*"'from abroad, the barance of75 per cenr representing domestl;mprrr of land, r"ttr.1ro capitar.If our foreign inputs go ,p in prici by a3 pJr;;il;.y havein 1974, output 
"f,,=_yl "ii-,r. rise by I I per cent (onequarter of the rise in import pricesi just to cor". high"r importcosts' That increase of 11 pei .""i il-il;";;d^;;"J"irorid.rothing for increases in wagls, ;t; o. profits. If those are no\,permitted to rise by- il per-cent ir-u, 

"nor,l.-1il";breast ofthe cost of riving, domestic prill.--urt.rise by unJtr,., g.0 percent (three-quarters of the rise in domestic ,np,i p.il".j'in o.a..to cover the higher domestic costs oi production. onry if outputprices, both domestic and 
"*po.i ,ir" as rapidly as import pricescan domestic wases, rents and profits apparently keep pace withthe cost of livingl

7' rn 1974, export prices rose dramaticalry in comparison withpast experience_by 27 pr cent includr* 
"i,;;;;;1;. r, *,

-911-t 
elctu$i'g g]' Nevertheress, rhey rose much more irowty thanlmport prices. The loss in _the purchasing p";"; ;f ;;;'L*rr,must take the form of a reducti& in our rear domestic income. rfthe difference between import 

"rJ ".p*, price changes were smar,increases in productivity migtri off;;',il Ioss in purchasing power,but when that loss is large,"", li*", i" tglqand is likely to be in1975 and t976,wecan onty,tu." tt" ur.a"r,Ji'i"ilj 
".iiir.io*"..

8. In effect, the average of our output prices, domestic anr.export, must equal the-average cost of producing'ttri-.riprt ir_cluding both import and domJsti" 
"o.t-* 

itl."p".ipril"rli.l *o."rapidly than export prices, ao.noti" fri*, -ur, riie more rapidlythan domestic costs.-It is not p"rrll[',", wages and other factorcosts to rise as ranidry as the cost of riving.'Th*'Ir",ir}"rr"n""of the price squeeze.

9' The situation is further compricated, however, because higherimport prices affect the d.-";tf;;;;; y very unevenly. In the
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flrst place, the dispersion of specific import price increases around

the average ir,",.ut""il"itt"ri'"ty large' ionsider the following

pti." 
"t ""'ges 

bY waY of examPle'

Price
December

1973
f

l3
ll5
96
62
95

302
3,1 90

CommoditY

Crude Oil
Sugar
Wheat
Maize
rertilizers
Vegetable oils
Tin ..

Decentber
1974
t
29

480
113
16

157
488

3,1 50

Percentage
Increase

t23
311
l8
23
65
62
-1

Unit

ton
ton
ton
ton
ton
ton
ton

10. In the second place import price increases are unevenly

climinished in effect ul',t"v pass through the domestic economy'

Some, such as p,it" ii"t"u'!' o" final consumer goods' are scarcely

diluted at all beca;;'t*r";ter directlv into domestic markets

without proccssing' 5'#i*;;L t"i1; fertilizers and steel' are

combined in greater O"g'"" with domestic inputs and the effect of

higher import prices ilby; """tiJ"t"ury 
diminished in their effects

on retail domesttc Prlces'

11. For both reasons the variation among necessary changes in

domestic prices ", 
ilii;;;;;tg and retlil levels will be large

and the economy #;#;;tynixiute and adaptable indeed to

absorb the uneven"il;;; oi'"t'ungi'g import prices' In these

circumstancer, g".,"'ui'p'i""-"o'oo-ls 
"are Lspecially difficult to

administer effectively und tt'"y may- act to prevent necessary

adjustments in the eL;i" ""Jr".i 
trom taking place. Thus the

burden of constrarni"t" a"-L"ic prices must fall most heavily on

fiscal and monetary Policies'

The CommoditY Squeeze

Lz. rtwe continued to import and export the same quantities of.

goods and servicet J"p|"'u''" growing gap between import and

export prices, *" ;;fid quick'iy -run 
out of foreign exchange

reserves. The cost ;ird; wourd quickly overwhelm receipts

from exPorts.
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13' We must in these circumstances curta, the quantity of ourimports in order to save f"rigr;;iange and expand the vorumeof our exports h g.*.J";;;A;;;eign.exchange earnings. rf we

iFff['i:Y ;:J:,tJT#';fi#: *::lF, * ffii#'or gooa,
Much of the i.,.r"ur", in .riE"ar;ffiffi"1#pn,Sjl,hHX:
must be used to replace *p"io ..-ro expand exports. We mustgrow more sugar, wheat ura mair", not to increase our con_sumption' but mainry to reduce oui'i,,po.,, of those commodities.Similarly, we musr produce ;;r;;#"", tea, sisal, pyrethrum andIivestock, not so much to ir"r** 

"rr -standard of Iiving as torncrease our exports 
^11d 

or.r. earnings ,f f"rd, 
"*"iurg". ,frurs rhe essence of the commodity il;;L"

14' Through the poricies outrined in this paper, the Governmentplans to hold the quantity rf i-;;il',o un uu".uge annual rate ofgrowth of less thai Z pi 
""ri "i., it 

" 
,"^t four years. This com_pares with the average growth rate of 7.3 per cent betwee n 1g64and 1972. At the .ami time, c";;;;;;rt expects the quantities weexport to rise at an average rate of nearty g;;#,lriolrur"owith the actual 

1te ot-+S.;i'""i; U"r*..un 1964 and 1972.Obviously, more of our producrion _u., be sold abroad and wewill not be able to supplem"ni-it"'production we can retaindomestically to a very great extent with imports from abroad.
Residual Deficits in the Balance of payments

15. Despite our efforts. to adjust the.quantities we import andexporr, it is rikerv that. the 
"rd;;;;;;r"' "tr;;;-;r' ""*,i.fu"r 

p.i""changes can onrv partiary G-;ff;;;""nd we wi, be reft withresiduar deficits d "y uurui,"" or"pui-"nr, for which speciar exter-nal financing must be sought.

,:i3l'i.i *"f,::,1:: J lla,i1?f 
,,1,, l,lj 1m 

o u nt i n g approx i.
immediate "on** ry" _1"""^ J*#"i".lJ".rffil;T,r;.lffdjreserves by approximatety Kf tirirli", j, Dl+-, uit-ilrr.ii"r, onthat source of financing ,: ;;r;;;;i'I.r"r, in furure years because
ffiT]#rT' 

reserves prJvide .ffi; r;;ty 2 monthi or overseas
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17. For 1974, an oil facility credit.of Kf15'3 million has been

asreed with the IMFY,^;;;;ii'"t "ttoit". 
and gran-ts amounting to

r[+ rnittion tlou. u"tn*'i"i"-"""ilable bv th; EEC' the UN and

ADB (Speciat erai fili Roughly similar financing is being

arranged for 1975 ;"J il addition a-p-r-ogra'mme loan for Kf'12'5

million is being n"goittta;[h lh" lnirp] For later years we hope

to obtain new funds irom these sources and others will be in-

,"r,ig"iJ, inctu o i n g'itre possibili'ty of expanding regul ar plogramme

aid.

18. The Government will aim to increase the total of loans

and grants outaineo"fro.--*ut,ituteral and bilateral aid sources

above the targets t"t ;;;l; itt" p"u"topment Plan' The reat value

ofaidhasdeclinedttt"tpfy'"tttt""ottotdevelopmentprojectshas
risen and it i. """etsltiit'"t 

the. volume of aid in money terrrs

should be increasej"Io'nrrunt"' if not ih" 
'utt'" 

volume of real

development, at least'J"-"-gt*ter volume than possible with the

original targets. E*d;i;; i!" tp""iur IBRD prosramme loans'

itrJ ."uit"a 
-aid targets will be : - KL mitrion

ts7s176 t976177 t97,7178

original Targets "l;i;Z i3.3 ii:i
Rev-ised Targets -; O 5.0 10'0
Increases

19. The point is that all of these increases in borrowing represent

extra fundswe must;;;;; f;;;t*d-io me"t the rising cost of

importing 
"u"n 

t"*"'"g";Ji; ;i';;*" had hoped to obtain when the

Development Plan *"t"'iiittl'"rt'tt"lo"" must be repaid out of

future production, and the payments '"qt'it"d 
will represent a fur-

ther cost to us a.srng from the current instauitity in international

a"ffairs.

20. The forecasts contained in these paragraphs.are :,t]Ii:ct 
to

sreat uncertainty. tn;;;;'i'i irfl 
"tion 

in'the 
"countries with- which

ie trade i. not u'oul'i,iina"' control' or if in the process of doing

so they slip into t"t"i*t "rtJ 
prolonged recessions' our costs may

rise more rapidly 
'f'u"-*" 

rto* "*p""t 
and the markets for our

exDorts may shrintc *itt"i tttu" 
"*pu"d' 

The certain elements are

thi inevitabitity of ;;;;;'"r""tt on the rate and pattern of our

ntanned o"r"top*",it";;;"di.;;*q for 
-a 

programme of austeritv

ffi";; iil; ;" have Yet exPerienced'
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The Eftects on Development in Kenya
21' lt is already clear that some of the targets set forth in theDevelopment plan are in leoparAf indeed, the year 1974 was inmany respects our worst since Independence. ihi6.uir.a 

"n.rtof dry weather and^rising impori;;i;;, has dampened our rate ofgrowth of real c9r.t"_1uo.it +.0'f". cent andbt r*i*orr"turyGDP to 4'9 per cent' Moreover, ,il'"*r.u costs of our importsover receipts from exports reduced the purchasing power of whatwe produced so that growth in our rear income ffirru;;eded 1.0per cenr. Adiusred, 
l:l_lorllution .growth, we confront the factthat per capita real income in 1974 jel.l by at least 2.3 per cent.At the same time we have r,ao *r rrlghest rate of domestic infla-

ilrl-r-'"r: rndependenc.-trr" [.i.Jl#... so far avairabre show anrncrease in the Iower income cbst of living of ro.r p"r'.".i 'b.,*".r,
December, r97 3 and, o"cemue., 

" 

tgi i'.' ii 
"aaiii.",'i,'*^'r"".rru,,in January' r975 to raise-the p;il;;-" commodities importantin this index-in narticurar J;;r,"b*i, b[Jffi;"I'" "r,il",_,,

order ro cover the 
f ul,". g"1i"l'irpi,"a marerials used in theirproduction and to miintain fu..".-i*"ntiyes.

22' we expect substantiar recovery in r-975with rear GDp growthat 7'5 per cent and further gro*,tr'ui'u.bout 6.0 per cent i u,le,
i?;;1,,11"::iffiL?,:e 

points rJ," tr,uo .ired.for i,ir,L il"u"iop_*,

'."-;;;;;;;"::"1,:#di!?:'Jr",%Tll:,:S,i?ffi ;"lf ,;;
7.0 per cent in 1976-.we forecast only a smatt increar"-iri."ut p".capita income in 1975 und ,"u.""iy il change in 1976.

23. Some of our c_urrent estimates about future economic per_
f:TT""-really.workirJtvp.tfr*"",'"re summarized in Table Im comparison with selectediargets from the Development pran.It bears emphasis that these r"i"E""r 

"I" based o., tt 
" 

arrun,ptio,that the poricies outlined - ,t* q"p;.*u." ,igo.ousry imprementedand that all families, farmers, ;;:ir.;; nrms and governmenrat
:,i1r^i19p"rate fulty in the ngfi, i.lr"rise production despite thensmg cost of imports.

24. Perhaps the 
"fffq of rising import costs on our economy,as so briefly summarized h9re, ;t;; serve to emphasize thecrucial role which imports tuna 

"rJo.tri'pruy in Kenyi,s deverop
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ment. Essentiat imports permit us to combine with our own domes-

tic resources, materials and equipment which we do not have or

which we cannot p.oao"" domestically at reasonable cost' Iron and

*J: crude oil, iarm tuchinery' and chemicals are important

examples. Having u*"" to imports-of these kinds enables us to

;;;;;;"." un-d to Jo to moie elficientlv than would otherwise

be the case. Moreover, we can concentrate our production on goods

we are most efficieoi ui proaucing and sell surpluses abroad as a

.L* "i 
guining tne foreign exchinge required to pay for imports'

25. Naturalty' as imports rise in price' domestic substitutes be-

come competitive *i;il-;;; of thcm and we seek as well to reduce

our imports of noncs'"nt*t commodities' Nevertheless' residual

deficits in our uurun"" oi-fuy-.n,. will remain as noted above and

they witl require "*i'u 
totlign borrowing to finance them' The

alternative would be to cut imports even more drastically than now

;;;;;;. These ru.,'r'"t tl]tt would reduce our ability to produce

for both domestic unJ "*pot' 
markets so that another round of

i*p."-i.nrction mltrrt be required' Moreover' as domestic pro-

duction was curtatle"d, there ii strong -liketihood 
that the nation

would slip into serious recession' as has happened in-so many

countries abroad. The policies of Government.outlined below are

intended to hold such adverse effects to a mlnlmum'

The Economic StrategY Required

26- The situation we face requires a comprehensive action pro-

gramme but its essential p"pnt"' should always be kept before us'

These are:

26.1 To keep domestic price increases to no more than half of

the increase in imPort Prices'

26.2 To hold wage incrcases and increases in other non-import

"nto 
U ftoduction 

-to 
less than domestic price increases'

26.3 To restrain imPorts'

26.4 To Promote exports'

26.5Tostimulatedomesticproductionbothinsubstitutionfor
imports and to suPPort exports'

26.6 To choose policies for our crisis years- which in so far as

nnssible reinforce oiur i;;". term objectives of promoting growth'

ffioy."nt and an improved distribution of income'

7



The Control of Domestic Demand and hices
27. Inflation, as. we all know, is a disruptive force because itdistorts economic incenrives, ;ril;"; the pittern ti a-"u""iop,n"r,,encourages speculative as opposed to productiu" *luiiv] and dis_tributes its burden capriciously -i- rr"u"nly among the people.We would seek to contain it for those reasons alone.

28. But because.our export prices will not rise as rapidly as ourimport prices, it is mandutory irrut'we hord domestic inflationbelow worrd rates as the essential means at our disposal forredressing our barance of pavment. ;;r;;.:;r;#rexpoftsand limit imports.

29' The pressures on our domestic resources are great and theymay grow in magnitude. Rising import prices will divert somedemand toward dlmestic gooOs] und. gro*ing exports will bringin more income to augment that demand. yet, at the same timethat demand for domestic goods g;;;, our ability ro supply thedomestic market w,r be *Lt""E. we wilr not be abre to drawso extensivery on the worrd market for means of production anda larger share of our production musi be solJ t, ";;;;arkets.our domestic resources wilr be strained to capacity in the periodahead' rt is' therefore, a ,,u,*-"i-'urgency that we use ourresources as fulry and as efficiently as we can. we must increaseoutput as rapidly as possible.

30' Despite these pressures on domestic resources we must alsosucceed in controring domestic pri""r. rrre principai-.#. to.doing so are fiscal an-cr monetary;;i-;r. The growth of Govern-ment expenditure-its demand 
-for 

goods uno "*i""sl_i'ust 
uereduced from the rates given in the ilrgr"r-"* i1i""",. !ir" *r"private sector -"r"^r,l:1lT to aJju-si'rts suppty capability tochanging economic cjrcumstanc"r; Gov".rment revenues wilr alsobe less than indicated in the plan b;irnu., be high enough to fin_ance essentiar deveropment and to provide sr;;';i;"k "oi"gro*irg

private demand: monetary restrain t, ir.l;l;;^ i;;""*- " rrllrr*for credit arocation ty iamrnisirurir. -"uns and higher interestrates' must reinforce fiscar poricy. These are dericate poricies which,if emproyed too gingerry, *,i t ii- t" contror inflation and, ifemployed too vigorously, courd tip us into severe recession.

8



Clearly if recession threatens' monetary and fiscal policies must

be quickly modified i"^tG"f"* and supplement private demand'

l. Fiscal PoticY: ExPenditure

31. There will be of necessitY heavy Pressure on the Private

sector-agriculture, trade, manufacturing and consumer -over 
the

next several Years. will stem in Part from the "Price squeeze"This
as we try to keeP domestic inflation below world inflation, and in

part from the "commoditY sqtJeeze" as we try to limit the PhYsical

volume of imPorts and exPand the volume of exports leaving less

available for the satisfaction of domestic demands. In these circum-

stances the increase in Government expenditure must be restrained

in order not to lmpose either severe contraction or excessive

inflation on the Private sector The development and recurrent ceil-

lngs established for ministries for the 1975176 fiscal Year represent

such an effort. So, too, does the revised forward budget, which is

discussed in some detail later in this Paper

2. FiscalPolicY: Taces

32. The Government must also maintain its revenues at reason-

able levels (1) to n"u"c" essential expenditure' (2) to reduce the

need for budgetary;;; ilrn banks leaving more credit for

private sector use, and ii) to t"tp"r private demind for goods and

services toward levels which can reasonably be expected to be

;i.il througtr domestic production and imports'

33. Significant steps have been taken to increase non-tariff

revenues in the fu.i?" "utio*t 
budgets' The income tax has

been made -or" prog*;"; ft; those afected by it (a) by reducing

the tax threshold (;fl;;il to, titnit. are n-ow Kf72O instead

of Kf,990 for a family-*i*r' r""' children or more), (b) by restating

personal allowances'it'u J"O'"tion from tax due instead of from

gross income, (c) by revising the 
-rate 

structure' and (d by abolish'

ing the graduated p"ito""f-t"x' Moreover' the withholding of tax

on dividends tas ueJJ;;;td to 15'0 per cent and tax is now with'

held on income puy*"nt' to non-Kenyan nationals; the corporation

tax has been raised';ffiit p"r ."titrom 40.0 per cent); and the

sales tax has been ;s; d beer, cigarettes and tobacco, petrol,

,"J u 
"t-Uer 

of non-essential commodities'

9
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34' our gengra! guidelines with respect to tariffs and sares taxescan be summarized as follows:
34'l to raise sares taxes on goods we wish to discourage in bothdomestic production and impor-ts.

34.2 .to ryodify the tariff structure toward uniformity, reducingprotective duties on.some,consumer goods and raisini'ouL oncapital goods, allowing only selected 
-exceptions 

for irifant-inous_tries-and these for a maximum of five years.

34.3 to continue export subsidies at the presen t level (10 percent on manufactures) until ex perience with them reveals
modifications in the interest of promoting development.

35' The Government has already initiated discussions with ran-
lalia and uganda to seek tariff ieform arong some of th" tin",indicated here. Indeed, duties on meat, nsn a,imitt-prla*t, t ur"been reduced from 50 to 25 per cent and all duties on'.u* -ut"riat.items have been reduced to a 40 per cent maximum.

36' There are several other tax matters which w,l engage Gov-ernment attention during the crisis years ahead. These ii"ira",
36.1 The tax threshold.-As domestic irrflation proceeds, moreand more families will automaticalry be brought into-it"lu* n",simply because incomes wil rise und p"."onul allowances are fixedin-money terms. Thus, while exemptions now amount to Kf720 fora family of six or more while the average income i" d;y;;"r such

l fayily is only Kf300, the ratter ngurJwitt rise with inflation whirethe former will not.

,_1!t ,* effectiveness.-Whereas average taxes on wagrtncomes rose from 12 pr cent to 20 per cEnt from 1966167 tol97ol7l, the average tax assessment on the .etr-emptofea reufrom-16'6 per cent to to.o per cent- Th"'poo, record .""-i mostryto reflect a combination of tax evasion -d i*d"quui" i"* ui-i.ir_tration' The staff of rncome Tax Department his been 
"xpana"oand the organiz-ation extended to distiict revel in u., 

"rori i'o 
"op"with past administrative deficiencies. In addition, 

"*p"rt-laui".is being obtained on means forincreasing the efficiency;il; Ioilec-tion. As a resurt the record of tax colttion i, ui."iav iilpioringand further progress is virtually assured.

l0



36.3 Fees and specific taxes'-The prospects for' inflation are

such that most Gove"r;;ent collection' m'it be adjusted so that

the real revenues coliected do not automatically fall with inflation'

Income and sales d;';"'rrg ad valorem in nature already have

this feature built into tirem' Ltrarges such as game park fees and

vehicle taxes will ufrJ i"^"#i"Ji"uif, uAiurted so that the real taxes

collected are not eroded through inflation'

36.4 The investment allowance---The. oossibility of modifying

this allowan"" i. t'ni"' ;til;t;; rvith Tanzania and Uganda' lt

represents a suUsiay io ;pl;;i and therefore encourages the con-

struction of excess 
"tiO 

lJpitit i*t.A capacity ?t .tle "^P:l,t" 
of

employment. At a time whin imports must be held to absolutely

essential leuels ani'" t"O""i"n i" dorn"stic growth threatens

employment opportrr'iitt;;;' ilt"trnined search for alternative

incentives which promote employment is required'

3. MonetarY Policies

37. Obviously we need in the period ahead to seek e{Iiciency not

only in our use or t*i'oou'""t tot in our usc of money and credit

as we,. tndeed, trrJ't*"- are crosely- rerated. If we succeed' for

example, in securi'ig'il t;d;t"duction with lower levels of

stocks, we not only use stocks more etftciently' but we-also need

less money and credit to finance a given levLl of GDP' On the

other hand, if money and credit runs increasingly to speculative

uses, less ot it *iiiu';;";ili; roi p.oar"tive purposes. and a

given supplv or -on"i";;;;;ii will finance onlv a lower level of

f,roduction'

3g. Between 1966 and 1971, the money supply g:*-1^L4 tit"*

the rate of g,o*tt 
*ln- 

rnon"tury GDP at iurrent prices' That

relationship "unnoi'u"'pl'rnitted 
to c'utry loryurd into--the Yeam

immediately ahead because (a) we would simply be accomrnodat-

i;;t"fl;;il una rr'ii1" decline,in our foreign exchange reserves

will tend naturally to constrain the money supply'

39. The prospects are that credit simply will not l" lt- 
readily

available as it was prior to 1974, even'though the Central Bank

has adopted policres'intended to provide an a-nnual rate of growth

of 12 per cent in;;"dt 
'; 

the piivate sector; and this despite its

ll



diminislled foreign exchange reserves. In these circumstances, it isessential to ensure that the credit which can be made availabre rsused wisery and weu despite the naturar tendency in times olinflation for credit to \. uiel f", ,pirilofive purposes. An ineffic_ient allocation of credit witt'enaute 
-ro*. 

firms to accumurateunnecessary stocks on specuration while other firms u." urutr" toobtain supplies essential to production. Th" 
"onr"qr*"" irJrra u"an unnecessary reduction in real growth. That is *r,ui *" _urtavoid at all costs. Thus the means i" ur" to distribute scarce creditbecomes crucial in current cirum.tur""..

40' Normany interest rates perform the function of alrocatingcredit and they wilr continue to be the main instrument io. aoirgso. These will be reinforced, however, through supplementaryadministrative mechanisms for allo"uiing credit intended (a) to dis_tribute credit within Kenya to its mosi productive uses, and (b) toencourage the flow of funds to Kenya.

af ' The policies of the centrar Bank with respect ro its adminis-tration of credit include principally:

4l'l commercial banks shourd attempt to increase credit to theprivate sector by 12 pr cent per annum.

41'2 The sectors to which commerciar banks shourd give priorityin granting credit are Govern-*L;-;rt business, .uirru&uring,agriculture and tourrsm.

_,41:3,In granting credit to the private sector, commercial banksshould give preference to the needs of small businesses.

4]'4.for 
foqeigncontrolredfrrns operating mainly in the prioritysectors listed above, commercial banks maylend up io iO ,L ""r,of the amount of foreign iruonn"rio"p"naing 

"pJ" ir,"ii!r"" or
*T:"t:, participarion-in owne*hit f;. other foreign-conrroiledflrms, nil. These limits oan be ex-ceeaed 

";t ;i;"t#rp""in.approval of the Central Bank.

42' rnterest rates and direct forrns of credit arocation aremutually reinforcing. The aim of both is to use the availabr" -on"ysupply determined by rthe revel of roieign 
"*"rrung" 

-r..J*o 
,osupport as high a level of real growth as possible.
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Non-Wage Incomes PolicY

43. One important means for restrainins pressurc on domestic

orices is to limit rh;'.;;;;f g.*,f, in aoniestic incomes. Changes

l',i'"o.",ti";;;; h;;" alread! been noted which will have some

constraining efiect oi 
""tptt"t" 

and.^personal incomes after tax

and the rate of o.-".ti""irh^tion itself^will diminish the real value

of tax allowances. il;;";;t' many farmers will find l1,"'-tl:lt 
t""l

incomes are directly squeezed between higher *q:1-flt:1s for

fertilizers' pesticideJ uni:iut* machinery and export prices' which

showlittlechang".f"uaaition'Governmentisstrengtheningtax
administration, as ";;;-;;iler' 

in order to ensure that the self-

employed, particular"ly- ttta"tt' pay their fair taxes' The Govern-

ment is also reviewing sales taxes on non-essential goods and will

adjust them as aPProPriate'

44. During periods of inflation' there is a natural tendency for

.p*rr"-t ;.'."J;;ot" 
'trrough 

capital gains' which are not

now taxed in Kenya, in preference-to.rncomJthrough production'

which is taxed. Y";ii;irlcis:ry du-ring such times that-increases

in production are ;;;i"i- In order 
-to discourage speculative

uses of capital. c"";;;;;; will introcluce a capital gains tax' the

cletails to be announced in the near future'

45. In addition' municipalities will soon be authorized to

establish o. i.c,"a'"- f""i"J on urban property as a means of

;;;;; that those who are fortunate enough to own property con-

tribute to the ,'g"ni'n""as for urban servicis for the lower income

groups.

46. Government also intends to tighten l"oplol-":-^'1,-present

inheritance,u*", ,L th;; th.* who inhJrit have a stronger incentive

;;; incomes by participating in production'

Wages PolicY

47. lt is equally important that 
^those 

fortunate enough to have

employment sharJ in ifi" U"taens of austerity' The Government has

therefore revised t^t*-g'iOJines given to the Industrial Court' In

doing so, full *nri-a"tlution has been given to (a) the prY- squeeze

discussed earlier il,il;"p"r whici requ,ires that wages, other

domestic "*o oi p'Jt"iiJ" u"a profits rise more slowly than
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domestic prices, and (b) the extent to which prospective increasesin productivity may reduce ,fr" l_p"" of the price squeeze.
48' The modified guiderines to the Court w,l appry until ourbalance of payments difficurtie. uo^i.orght under firmer contror.

P:r11t 
that period_!re.pourt wili;;o-"" average awards .mounr-rng to somewhar less than the inciease in the ;"r, ;;";ng (netof sares taxes)' a guiderine *ni"r, 

-urr"ady 
takes into accountprospective increases in productivity.

,_19_ .In 
addition, the guidelines, as modified. suggest that in thetnterest of equity, most of ury uu".uge awarcl should go to thelowest paid workers. Therefoi.,-ffi"rsarion f.r, cos?-f-riuirgincreases wiil be all3wal ll f;ii'"rly for the. lowest paid grnups.This distribution ensures that the rowest paid workers suffer noIoss in real income (except uli n.* .uf"s taxes may affect them),the burden of our needed'"rrr"rity tJtirg progressively on thosein higher wage categories. rL if "_o".iJ ;d;;ffi "rj.ll^ ,"0

;fr!:tiltr 
will co-operate fullv in the adminisrratro'r'"lr rr,.*"

5! 
,As further protection for the lowest paid wr:rkers, C,,overn_rnent has decidecr to increase -iri;;; *ugo to Sh. I30 per monthin rural area-s. to Sh' 290 per.;il1; Nairobi and Mombasa, anoto Sh' 240 per monrh in'other-io*nr.'rtao."o""r.-rrr"rrlil *"g"diflerentials by sex trave ueen ,i"iirr,"a Thus since Septernber.1973, the rural minimum has b".r,r,rr.'than.oLrblett ancl the urbanminimum has been irc.ea.r"d-bi"Oi'p., 

""rr.
Limiting Oil Imports

5l' whire we exnect oil price increases to be more moderate inthe future' it is the 
"ommodity which has-recentty risen most rapidryin price. Our oit imports in t97a iiue:gfr us approximatetyKf82'5 mi'ion as compared with xtzs.t m,rion in rgT3.Deduct-ing oil exporrs has refi us in igii-;iin'a deficir in our oir tradealone of Kf 30.5 mirion. armost- 

"ur","i" our overa, deficit in thebalance of payments for that j;"-' 
ru uqr uvclarl senclf I

52. The first and 
.most important means for discouraging thedomestic use of oil is price ii."ii. it"'rril;;,;i:H#f,,;,,rrr,be passed on ro donlerii" ur"rs. M;;;;;"., for less essential uses
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of oil, prices must be raised even higher as we have have done in

itr" 
"u." 

of petrol by raising the tax by 20 cents per litre' This

ufp*u"t "nr.,.", 
u high".' more discouraging price' and that the

piice increase goes to Government instead of increasing the pro-

hts of supplieri We shall keep this tax under review and adjust it

as circumstances may require.

53. There are also non-price measures which musl bc pursuL'd'

The most important of these over the long term is the search for

oil substitutes as sources of energy. Geothermal exploration pro-

ceeds in promising fashion and we expect some rclief eventually

there. We shall alio develop our sources of water power and will

explore the possibility of procuring more power from our- partner

staies. All oi these efforts will reduce our present dependen@ on

oil as a means of generatin.g Power.

54.Non.pricemeasuresofmoreimmediateeffectarealsoavail-
able to us. Of these the most important would be a reduction in the

.p."i fi*it on maj'or highways from I 15 to 100 km per hour' This

"iiurrg" 
would not only iave substantially on our use of petrol but

shouid also reduce injuries and loss of life on our highways. It will

,.qrir" a substantial enforcement and educational eftort, and the

tuti ooop".ation of all drivers. Appropriate legislation is now being

drafted.

Limiting Non'Oil ImPorts

55. The rising cost of imports rvill automatically induce domqstic

users to search lor cheaper, domestically produced substitutes, but

that effect alone will not be sufficient to stem the inflow of imports.

Six additional steps will be taken as a matter of urgency'

56.Thefirstmeasureistolimitourimportsofnoncssential
items so that the foreign exchange we are able to obtain can bc

used primarily for the-import of essential commodities. The best

measure available to us is to apply high salcs taxes on non-essen-

tials so that both imports and domestic production are discouraged'

,tt" ptl.". of luxuries are raised, and the Government profits from

the ierv that are sold. However. in view of current balance of pay-

ments difficulties. it may be necessary to employ quantitative re-

strictions to ensure full use of our domestic capacity to 'purehase

goods comparable in quality to imports' Pod'^^rzz
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57. The second necessary measure is to explore systematicany
which presently imported essential goods cu., ,o* te produced
profitably in Kenya following the shirp increase in impoit prices.
Priority should then be given to p.omoting the domestic production
of those items which can be produced in existing establishments.
Special protection should not be required.

58. The third essential step is to guard with care our skills and
facilities for repair and maintenanci so that the replacement of
capital equipment and durabre goods can be postponfo as rong as
possible. such enterprises will be given high priority both for com-
mercial loans and foreign exchange allocations.

59. The fourth urgent matter is to ensure that existing productive
capacity is fully utilized before further expansion is au-thorized. In
pa.rticular the possibility of double and triple shifts will be explored
before foreign exchange is granted for new capacity, and deirecia-
tion allowances will be re-examined to see if thiir modification
would stimulate more intensive use of existing capacity.

.60. The fifth step is to continue pursuing a more uniform tariff
with our partner states, and in particular to raise duties on capital
goods to discourage premature replacement and the building of
excess capacity, to enoourage a domestic capital goods indristry
where profitable, and to stimulate the use of more libour-intensive
methods of production.

61. The sixth essentiar measure is to discourage hoarding andthe speculative accumulation of stocks which ."pr"."nt' ,on-
essential uses of foreign exchange. Moroover, strong measures will
be taken to prevent the ilegal import and export o1 gooas and to
ensure that those inrrolved in such flagrant violation-s of the law
are brought to justice.

- 62. Special reference should be made to goods now produced
domestically under protective duties of rong stinding. Risiig import
prices automatically increase the degree oj prot"rio, ,o ihot pr*
tective duties can be reduced as import prices rise. Hence, the
Industrial Protection committee is riviewing existing forms and
levels of protection and will make recommendations toi tt 

" 
orderly

reduction of special protective measures and for future policies with
respect to "infant" industries.
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Promoting ExPorts

63.Asystemofexportsubsidies(l0peroent)onmanufactured
goodt U".u-" effectiie on lst November, 1974' Out experience

iritf, it will be carefully monitored and modifications will be made

if it is in the interest of development to do so'

64'Growthinouragriculturalexportsdependsprimarilyonour
priiing unA productioripolicies in agriculture and water' These are

discussed separately und -o." fullylater in this paper' Tourism' a

major .ouri" of our foreign exchange' also merits separate

discussion.

65. It has been necessary, in order to reserve our production of

some essential commodities for our own needs and to limit the

need for supplementary imports, to ban certain items' such as

wheat, rice, iivestock feed' live animals, and sugar' from- export'

rtre exirti.rg differentials between internal and external prices

"r*rrv """oirug" 
the smuggling of easily transported commodities

u"r*. poorly patrolled UJiaeri. Recent adjustments in the prices

of live animits, maize, wheat and sugar should help us to retain a

trrg". share of our pioduction of these commodities' and indeed

to Increase our prodiction. When we have an excess of production

for export, these bans will be removed'

Stimulating Domestic SuPPIY

66. If our policies with respect to imports and exports are vigor-

ousiy lmptemented, *" "*p""i 
to hold imports to amorlest increase

in reat terms over the remainder of the Plan period and to achieve

more rapid growth in our volume of exports' These expectations

are reviied very considerably from the Development Plan' The

uliorn" of impoits is now expected to grow between 1974 and 1978

at an average rate of about 2 per cent as compareg *itJ'the planned

rate of 6.7 per cent' Expoit volume on the other hand' is now

expected to grow at 8.0 per cent per annum from 1974 as com-

paiea with the planned rate of 7 per cent'

6T.Thisexpectedchangeinthepatternoftrademustobviously
have far-reu"hing effects on our strategy for and pattern. of eco-

nomicdevelopment.Whilereducingdevelopmentexpenditurewe
musi shitt its weight toward agriculture and rural development'

toward early matuiing and quickly productive projects, and toward
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projects with low import requirements and high emproymenr
potential. The forward budget contained in TablJs Z, 3: 4 and 5
reflects such changes in composition. Even in broad outline this
lgyard budget differs from that in the Deveropment pran. Beyond
1975176 we now project rear rates of growth of deveropment
expenditure of 7.8 per cent and of recu.rent expenditure of 6-.3 per
cent. These compare with pranned figures of r2.3 and I r.2 per ccnt
respectively.

- 6-8. The principal changes in the composition of the forward
budget from that contained in the Development plan (pp. 174 and
176\ are:

6q.l development expenditures for the Ministry of works wilr
be held to the present lever (f20.7m.) and shiftld toward rurar
requirements;

- 68.2 development expenditures for watcr, agricurture antr rurar
development will continue to grow ar faster ites than originally
planned' placing an added burden on thc machinery for Imprc-
mentation in the Ministries concerned;

^6j.-3 
thg rate of growth of recurrent expenditure in the Ministry

of Education after 1975176 will be no greater than for recurrenr
expenditures as a whole so that recurrent expenditures on education
will by 1980 take no more than 29 per cent of the total recurrenl
budget. (The need for this poricy change is exprained more fuily
Iater in the papcr.)

The anticipated effect of these shifts in expcnditure ancl of relatccl
policies on important sectors of the economy are discussed briellyin the following paragraphs.

l. Agriculture arul ll/ater policy

69. ry allocating more dcveropment funds to agriculture ancr
water, Government hopes to increase a,gricultural pr,5ducticrn morc
rapidly, largely through the smalr scare farmer, (c) to reduce our
need for food imports (wheat ancl sugar particularly) and (D) t<r
incr.",se exports. The diversion of development funds to agricur-
tural projects and credit programmes should show a quicker ieturn
than in some other uses and-should require fewer imports to,r th"l,
fulfilment.

l8



70. While development funds may make increased production

p;ibb, they do noi automaticaly provide the inoentives neces'sary

';*;li; grroduction potentials in practice' For that purpose

Gn "**"ni 
will carefuliy monitor its pricing policies to assure pro-

duersanotreturnsufficienttostimulatesupplyandloSetcon'Sumer
;;ices at levels .or,*i","nt with farm prices but without the inter-

ventiqr of excessive ;;;fr" in distnibutlon' The recently announced

piiolog 
"tunges 

for titl*t and bread' maize and maize meal' sugar-

cane and sugar, ,no tiu" u'imals and beef have been necsssary for

these reasons.

71. Our discretion over farm prices is squeezed between two

forces---expoot p.i.r, on the c'ne Land and import prices o-f pesti-

cides, furtilizers, fuel ancl machinery on (he other' nei'ther of which

we czLn control. We must keep our costs of product'ion.compotitive

so we can export and yet we must ensure that farm prices are ade-

qoo* o, incentives and reflect the rising cost of imports' As import

6rsts are rising faster than export prices we have a \"ery delicate

balance to maintain.

72. Domest'ic prices'to farmsrs for wheat and maize are currently

less than world prii", even after the recent price chang.es. Before

that, the marketing boarcls for these crops were.suffering' annual

lossc of about L2 and f I million respectively which were in effect

subsidies to consunitt' it'"t" losses ihoulcl now be eliminated and

farnrersshouldu..'"*iuingenoughfortheircropstocoverin-
creasod oosts of trntilir"tt InA ,to-stlmulate 'increased production'

T3.ournetoildefici,tcostusaboutf30.5millioninforeign

"*.t ^g" 
in 1974. Ou"t uppt"ximately,the same period (o974175\

wheat imports wiff 
"m"u"i'O 

f.q.g miilion and the value at world

gices of the exc€ss of our consumption over prcduction of 'sugar

'iililq exceeded izo.o ,ilH*r. Clearly our sugar deficit deserves

nearty as much ,tteniion as the oi;l deficit. Therefore, ,the price of

;;rg.;t", t*r,.ailJ ncrt only to stimulate production but also to

d'iscourage demand'

2. Revised Road and Buildings Policy

74. Theaccelerated expansion of agriculture now onvisaged has

also afteciea a*"f"Otettt ptarls for tfe Miniistry of-Works' First'

;; G;- urmi"g-"""a: ?1 b". met bocause 'they are costlv'

rBquire foreign "*"t'tig" 
and add only indirwtly to production'
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75. Second, in order to support the expanded agriculture pro_gftrmme, emphasis in roa! building must b; shifted tio- 
"ip"rrin"major roads to access and feeder ri*d, i.r rural areas. This modifi-cation, together with restraints on building, wil (a) tree sulsiantiat

development monies for use in agriculture and wate,r, (D) oonserveforeign exchange, (c) assure thJsmall farm soo0or'J'""r, nomarkets, and (d) create more employment opportunities.
76. The major effects of ,this change in poliry are:

.76:l to postpone the. planned starting date of all major roaddevelopments not already underway, ug.!"a with donoir, L. uoa".discussion with donors (except for ihe 
"Mukowe p".vi ,ir,ii'tgls t79, and

76.2 to reschedule with Iater starting dates and more moderaterypaced production schedures, five progiammes or projects currentlyunder discussion with donors.

77. The revised road construction programme (-rgTsrTlprices)
will be as follows: -
International Trunk Roads
National Trunk Roads
Primary Roads
Secondary Roads
Minor Roads ..

t97sl76
3,385
2,650
4,255
5,065
I,544

r976177
3,835
2,650
3,5s2
4,1 88
2,154

t97178
3,425
2,32O
2,lw
5,406
4,Ug

I 6,899 16,379 17,309

3. Manufacturing

78. The manufacturing sector faces the most severe adiustrnentproblems, its reliance on imported materiars t"i"g trr."ut*"a uvrapid and_.often unpredictable increases in prices,"th" il;;;* ,,bank credit' and the^increasing shortage of foreign exchanle. ttmust in many cases find domestic subititutes for"imfoii, i"o u,the same time maintain the quality of its products, particurarry inexport markets.

79. Government assistance with these adjustment probrems mustIargely take the following forms: r--v-Y''v

79.1- identifying domestic sources of parts and materials wtiichcan substitute for higher cost imports;
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Tg.2ensuringthatcreditguidelinesandtheallocationofforeign
exchange promote tfre prlaoctiue use of credit and prevent

speculative uses;

79.3 encouraging exports, an important means for doing so being

the 10 per cent 
"^poti 

suUslOy foi manufactures which went into

eftect on lst November, 1974;

79.4 modifying special protection m€asures taking into account

tt 
" ""trr"ipiotJctio, 

iolllwing from higher import prices'

4. Tourism
80. Rising transport costs and prolonged recessions.abroad have

already affected th";;;;;h;f touiism' fourist expenditure actuallv

fell by l1 per 
""n, 

,i^ii7:. 
-wrrlr" 

modest recovery is.expected for

t974 ard lgls, it i;^; Lxpected that the sector will grow at the

rate of 16 per cent projected in the Plan'

81. With occupancy rates falling and with prospecls'lot as pro-

,,'i]i"g';;-irrai"ui"a il, ire ptan, -the need to reexamine and re-

schedule planned O"'"ftp-""tioi toutis-' including park facilities'

beach hotels and tourist'roads' is clear' At the same time' tourist

;;;il *il u" ;i;;-;liy pursued so that existing facilities are

utilized as fullY as Possible'

5. EmploYment

82. We must expect that rising. import prices and the credit

squeeze will endanger the competitive'positlon of some firms in

both the domestic;;; &; markets' There may well be redun-

dancies, in which "'"*,-nitt 
will be 

-encouraged 
to share the work

available among 
'il;'"-pfoy"a 

before reducing the size of the

work force.

83. The loss of employment opportunities in some sectors should

be more than off's'ei;y--i;;.des.elsewhere. In particular, the

efforts noted 
"u.fi", 

io Ltilize existing capacity more fully should

naturally increase ifr" a"*""a for labtur; the acceleration of agri-

cultural and rural;;r;6;;nt should create significant numbers

of new jobs; the tt'ift of^roads development-toward rural access

roads should also in"."u." employment; and the new *?g:t policy

in conjunction with the rising cost -of importing capital should

encourage the suusiitu;i;-;i l"ubor. for capital in a wide range of
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industries. Nevertheress, Government is prepared to strengthenemployment incentives should thc need aiise.
Education

84. Education has been given the highcst priority for develop_ment sincc Independence. It was essenti-ar torrl*ing'tri.plna"rr".
to train Kenyans for high and middre rever manpoi". polirion, u,rapidly as possible in order to facilitate uott, 

".o'no,ni" !."itr, ""aKenyanization. H"l:g ecrucationar expenditures rrad increased toKf4l million in r972r73 from K€li milrion ii""r"iirg-countycouncil expenditures) ten years earlier, and came to absriru nearry20 per cent of the Govern-"nt ,""rrrent budget
tl5' As thc necd for continuing the rapid growrh of higher reversof education subsided, increasirig attenrron courd be given to theexpansion of primary education. schoor fees were abolished inStandards r to 4 beginning in January, 1g74. The reduction infees combined with increased enrolments rras led the Governmentto budget f62 milrion for recurrent expenditure on education in1975176, or about 34 per cent of the covernment,s recurrentbudget.

86' This rate of increase in cducationar expenaiture of over r7per cent per annum cannot be sustained duiing tt " y"u., aheaclw'en total covernment recurrent expenditure* u.E 
"^p"JrJ",o 

g.o*by 
-only 7 per cent per annum: ;i tZ years the entire recurrentbudget would be required for education arone. rt has thereforcbeen decided that the growth in educationur 

"^p"naitu.J urt",1975176 must not 
"^ce"d 

the growth of the .""ui.-.I*'iuigl o, ,wholc.

. 87. Fortunately, the. urgency of the need for high and middlelevcl manpower has diminishea considerabrv .in""'irJ"J"na"n""
and the rate of expansion of secondary and tertiat r";;i. ;; 

"ar"u-tion can be reduced toward trre requirements roi nl.rnuigio*trr.There shourd be no serious probrem encountered in reduclng theqfg*t! in expenditure at these revels of ;du;;;o;.'iii*a, ,r,"difficurties which apparcntry exist can be traced primariry to pres-sures to exceecl DeveloJrment plan targets.

-88'. 
The principar probrem arises in providing the rarge numberof primary schoor teachers needed for'the .upi-aty gi"#irg 

"*.r-ments' [n order to do so as quickry as possibre and within the
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prescribed budget limitation, it has been decided to take seven

essontial stePs as follows:

88.1 to establish a staffing pattern in full primary schools of one

teacher per class including headmasters;

88.2 to raise entry qualifications for P'3' P'2 and P'l teachers

and to establish q"6,Jt i" each grade' Hereafter promotion will

iep""d or, -erit u"J tt " 
existencJ of a vacancy in the next grade;

88.3 to adjust the in-service training programme to-current needs;

to train P.3, P.2 and P.l teachers in separate colleges; and to

synchronize €ntry to both training pro-cranlmes to the quotas which

will be established;

88.4 to apply the wage guidelines discussed above to teachers'

salaries;

88.5 to authorize District Education Boards to collect from

parents Sh. 10 p", y"u. p"r child enrolled in Stds' I to 7 to help

a;il;r-,h" cost 
^of 

sct oot'eq,ripment.needed to maintain quality of

instruction; the cha@e in nb case will exceed Sh' 10'

88.6 to maintain the student'teacher ratio at 40: l; and

88.7 to retain school fees in Stds' 5 to 7 for the time being' and

to review their appropriate level periodically'

89. In order to maintain the quality of secondary level education

o",pit"inflationandbudgetaryconstraints,itwillbenecessaryto
;i;;t school fees. ConJuttt't *ith this adjustment' a bursary

;t;t". will be intnoduc.ed to ensure that some of the better qualified

butneedystuctentscanattend.Bursarieswillbeadministeredby
the Boaris of Governors of individual schools'

90. With respect to Harambee efforts' whioh will continue to be

"n"orrug"d, 
Ol.tri.i f,,tucation Boards will be m'ore selective in

il;;;-i;; ,it"t to. ,t* priml-rY and secondary schools' They will

also direct a larger tt'ut6 of Harambee efforts to the expansion of

existing schools.

Protecting the Conzumer

91. The consumer cannot be fully shielded from the external

"r"rrt 
affecting the course of our development' We must concen-

trate our efforts ir, tt i, regard on carefuily selected price controls
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directed mainly at the werfare of those in row income groups, butensuring, even in those.cases,. 
-,hu, supply incentives i"Jmport

constraints are given ful consideration. 
^r; 

is eq;a]ry-i-portunt toensure that essential commodities are available in ;ffi;t"* quan-tities. The critical role of our farmers is again uppu."rrt. 
---'

92. F long as fiscal and- monetary policies are well defined,properly managed 3n{ cgefutty monitored, 
. 
the rot" of !"n"rutprice controls is rimited. The ecbnomic sltuatron we now confrontrequires considerabre. fle,ribility in the process of adjustment, aflexibility which is basicaily inconsistent with generar p.i"".ont.or..

The Need for Co-operation

93'.The policies outrined in this paper are severe. The Govern-ment is son\rin@d, how.ever, (a) thatifr"y *,the mtnimum requl,redto oope successfuily with the unfavourable exrtornal **t.-i-p-g-
tng on us and (b) rhat'their cost in,terms of_wel-boin! *JJ"*roement has boen kept as small as possible. Exrtreme fi*u*, *u"tas a price or wage frwzc or devaluation, have u"rr, 

"u"iJJ.-94' Government is arso aware of the uncertainty which charac-terizes the current situation and of tt " "o"r"(u"n, 
-.r"la 

to,flexibility in estabrishing qd imprementing 
""o=noo,i" 

- 

f}i"i"r.External events and dom&tic deveropments are both being carefulymonitored and poricies wil be modified qrr*ry ir-ii'iJi" tr,"interest of Kenya's development to do so.

95' The success of the policies adopted by Government w,ldepend on the understanding and fu[ co'-operation of 
"u"ry 

k"rryucitaen and resident. with that co-ope.u,io.,, ir," irmJ,rJ,'b"to."
us should be overcome and we shourd regain til a;;"bprientarvigour which has characterized Kenya sincJ Indep"nd".rt.-.'"

Date: 7th February, 1975.
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