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EsresLtsHrENT oF KENYA Exponr Devrropl'crqr
ConPoneloN

Mr. Oduya: Mr. Speaker, Sir, the second

Ntotion is:-
'furr noting so far foreigl agencies continue

to monopolizi the business of exporting goods

l'rom thrs countr.v-. this House urges the Govgrn-
*.n, ,o eradicate the imbalance by establishing

one Kenya Export Development Corporation
Ltd.. to te diricted and manned bv African
workers and farmers as a step towards ensuring

alt profits deriving are continually circulating
in this countrY.

Br-rxtxc on E.rsr Arntc.lN Nervsp.tpgns Lro'

Mr. Khalif: Mr. Speaker, Sir. i beg to give

notice of the following Motion:-
Turr in view of the biased manner in which

the East African N:wspapers National Series

Limited. namely Duily Nation and Taila Leo

ailows its newspapers to conduct its affairs' this

House calls upon the Government to cancel

the registration of these papers. thus banning
their iontinued circulation. and further this

House urges the Government to take over all
the property belonging to the said company'

CO]VI\fITTEE OF WAYS AND IUEANS

MoTIoN *-/
Tsrr \tR. Spe.rxeR. Do Now LE.\VE TIIE CH\IR

The ltinister for Finance (Mr. Gichuru): Mr'
Speaker. Sir. I beg to move that Mr. Speaker do

now leave the Chair.

The House is already in possession of the
Estimates of Expenditure for 1965 166 both
Development and Recurrent and of the Eco-
nomic Survey. I now present tbe estimates of
revenue for the ]'ear ending the 30th June 1966'

together with the Financial Statement.

The unscrambling of the Regional Constitution
has caused an even greater rush than usual in
getting tbe estimates ready and printed on time,
ind I am grateful to all those in the Ministries
concerned. in the Treasury and in the Govern-
ment Press, who have had to $'ork at high
pressrlre to produce these documents' Three-
hundr,:d !'ears ago, a king selecting officers for
his Treasury said that he rvanted persoos "who
were rough and ill-natured men not to be moved
with civilities or importunities in the pavment of
money". I hope that the House will agree with
me that Treasury officers must not be deflected
from discharging their duties to the Government.

to this House and to the taxpayers of the countrv
by either civilities or importunities, even if this
gains them a reputation for being a little rough
and ill-natured.

Each of my Budget Speeches has been shorter
than the last, but I fear that this speech will
inevitably be rather longer than last 1'ear as I
r+'ill have to explain in some detail major pro-
posed changes in our system of income tax.

I will begin by dealing as briefly as possible
with the out-turn for the present year and the
major points in the Economic Survey.

Recurrent revenue from taxation q ilt be
very close to the original estimate after trking
into account the receipt by the Central Govern-
ment of revenue which under the former Consti-
tution would have gone to Regional Authorities.
Very Iittle will be realized from the export duty
on sisal ou'ing to the fall in price and income
tax is expected to bring in slightly less than the
estimate of f l3 million. This loss of revenue will
be compensated for by additional receipts from
import and ercise duties. Recurrent expenditure
will, according to the revised estimates, be
l-17.3 million. However, taking into account the
surrender bv Regions of cash balances amounting
to some f 115.000 and a windfall item of
f773,000 received on the winding up of the
African Teachers' Pension Fund and taking
into account also balances with Accounting
Officers at the beginning of the year and the
British Government grant of f1.25 million, I
estimate that issues will be fully covered by
receipts and that the balance in the recurrent
exchequer at the 30th of June will be fl.7 million
or over f100.000 up on the figure at the beginning
of the year.

Receipts on Development account *ill total a

little over fl6 million. Of this sum, !9.6 million
will be received from the British Government
including some f6 million for settlement. We
have also received the whole of the grant from
the Chinese Government of a little over
€l million and slightly less than al million
from the West Cerman Government. \!'e will
also have received some f350.000 from the Worlc
Bank or l.D.A. and I am hopeful thlt *e uill
get increasing sums from this source in thc

future. I anr also glad to say that we *iil have
raised from Iocal sources during the lear over
f3 million rrhich is a considerable achievement.
These figures illustrate the extent to which our
development programme continues to depend on
assistance from the British Government rvhich I
gratefullv acknowledge.
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IThc Minister lor Financel' Developmeot expenditure is expected to be

rbout fl million less than Development receipts,

mainly because at the beginning of the year we

rvere in arrears with claims for settlement expen-
diture, and I expect that the deficit in the
Development Exchequer at the 30th June will
fall by about fl million to a little less than
J5 million. I also propose to reduce this deficit
further by a transfer to the Development
Exchequer of any balance which may be

left at the end of the year in the recurrent
Exchequer Accouot in excess of fl million.

To sum up, the Government's financial
position at the end of this financial year will
be better thao it was at the beginning of the
year. This is satisfactory but what is less satis-
factory is tbat one of the main reasons for this
is savings resulting from the large number of
unfilled vacancies in the senior and middle ranks
of the service.

The Economic Survey has been laid on the
Table of this House and has, I hope, been studied
by all hon. \Iembers. 1964 was a good year
and the National Income or Gross Domestic
Product rose by 7.2 per cent or more than the
target figure in the Development Plan. It is also
encouraging that a large part of the increase was
in the small farm sector and that over 100.000
coffee growers benefited from the rise in the
price of coffee. Employment recovered substan-
tially on the low figure of the previous year,
and the average amount paid in wages to
African employees rose by 14 per cent. Consumer
prices rose by only about I per cent so that
the benent of the rise in the National Income was
widely spread and there was a real improvement
in standards of living. It is, however. significant
that there would have been no increase in agri-
cultural incomes in 1961 if prices had not
improved.

The expansion in our manufacturing industry
was considerable, although a large part of the
increase was the result of the Mombasa oil
refinery coming into full production. Kenya's
exports to the outside world were a record and
the adverse balance of imports over exports was
the lowest re:orded by available statistics. Trade
with our common market neighbours continued
to expand at a faster rate than trade u'ith any
other group of countries. This underlines the
benefits rvhich stem from the common market.

There was an up-turn in private investment
and the Survev suggests that this rate of improve-
ment will increase in 1965. There was a marked

. recovery of confidence in Kenya which is being

reflected in numerous investment inquiries, a

number of which are likely to be realized with
participation by the Development Finance Com'
pany of Kenya. The redemption yield on our
London stocks has fallen during the year and

is more favourable than that of almost any other
African country.

The prospects for 1965 are not so good' The

full effect of the drop in sisal prices will be

felt and partly owing to patchy rains, dairy
production is likely to be down and in some

areas the yield from cereal and other crops will
be adversely affected. In fact it is feared that
agricultural income in 1965 will show no im-
piovement over 1964. Other sectors of the eco-

nomy are expected to have a reasonably good
year and an overall increase in the Gross
bomestic Product of 4 per cent is forecast. The
prospects for 1966 are more encouraging' By

ih.n- u number of large schemes in the agri-

cultural and other Spberes will have got under'
way, and I hope that *'e will in that year achieve

or surpass our Development Plan target rate

of growth. Before I leave the Econonric Survey' I
*oild lik" to make two more points. First that

although the published figures are as accurate as

*e can make them, they may well underestimate

the rate of growth of income of small farmers

as it is difficult to measure accurately the value

of produce sotd *'ithin districts and outside the

conirol of the main marketing organizations'
Secondly, as tbe Survey itself suggests' the

numbers employed on small farms but not

enumerated in the Employment Census may be

as many as ,<0.000, and I. myself, am inclined
to believe tbat the figure may be even higher'

I do not wish the House to believe from this

that I am in any way complacent about our rate

of gro*th or tbe seriousness of our unemplol"'
men"t problem. I merely wish to suggest that

p"Ufi.n.a figures for the National Income and

ior emptoyment may underestimate the true rate

of growth achieved in 1964.

I now come to the expenditure estimates for
1965l66 whicb have already been laid on the

Table of the House and which indicate that pro-

posed expenditure amounts to some 167 million'
ln eddition ltr this. ue will have to arrange :e-

financing of a local loan maturing in December

and oi other liabilities totalling a further
f5 million so lhat the total amount of morrey

that rve $'ill hal'e to find next ]'ear is st'nle

f,72 miltion. I em giving the combined figures ior

recurrent and development expenditure so that

I can answer in advance any critics who may say

that we should have a deficit budget and should!'

I
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lThe Minister for Financel
loi-i.rot. additional burdens on the raxpayers

"i',t.-il"",ry. 
The figures demonstrate that tre

*ifi'in ir., be having a deficit budget' Out of the

.*o"niitur. to rrhich I have referred only about

;;"":;t;;; ''itt u" rinanced from taxation leaving

,,;; ili;; to be found bv internal or external

borro$'ings or by cxternal grant mone)' I^nave

.[" 
- 

U.s;" by giving the combined figure

bu'cruSC it tjoes repreient our ltrtal proposed

;;;*.i;] crpenditure and if * e loller*'ed the

;;;;;'in .iun,v .thcr countries' *e *ould print

our cstinlates ln one book instead o[ n"o' and

,rI*iJ. ro, example, show in the Vote for the

\linistr,,- oI Education both the recurrent expcn-

.i;;;;; ,,n Eclucation and the proposed.capital

"tp.",riirr.1n 
school buildings' There might be

.Jrrnr"g"t in,'ur ldopting this pr.';edure in

;;,;;;.-t;1 I em inclinecl t. think th'it [or the

trt. .f clarin it is still prelerable to.have ottt'

o.rl.tnptn.n, Estimatcs printe'd scperatcir', so that

,t.u .on be reaclily relatcd to our Derelopmcnt

PIan.

'\ [urther rcason for giving lhe ;ombined

ng*r. 
- 
ii to emphasizc that the Gor e rnmcnt is

irSru hating to llnd and spend on an a^\er.a-qe ncxt

rl.'.I. ,,inu, tO million a month or t100'01)0 a day'

tnl, iitr.,r.,es thc nced for a clrciul *atch ott

thL- tlow'r-rt rcvenLrc and rcceipts i:'om other

.,,u,a", ;rnti oi thc pttlgrr'ss ot crpcntiitul e end

th"'nec,l to keep the rxtc of expr'rlrlilure edjusted

in l *a) *hich w'ill enable us to cover any

i"l.por"ri tags in thc leceipt of rer"nue or.loans

i.,, ,i-.r. r.,-. oi our short-term b()rrt)\\'ing facilities'

A rcaction to thcse r.ery large trgures may be

,fr,,i ."*:it in rclrtitrn to expcnditulc "i this:ize
iir.' r t...rty shoulcl not quibble :rL'trut the eddi-

ii,lnuf tt.',OO or Il().000 which nright L'e requircd

,,, 
"r. 

,,nA rbtll'e the erpendittrre rrl the Estimatt's

i.,' ,rr.., ,i," particular ueecls "i :r particular

n',,o'.-r- ,n a bistrict' rvhich ln hon \te mbcr

IcDresenis. or even to meet the '()it 
oI stlnrc

i"io",rrn, itenr o[ erpenditure rvhich one of mv

crti'lctgtlei prL'\)cd ior during the r'stimates scltstln

but i t,i.t had to be rejectcd on trnancial

grounds.

l-here rre severel answers to this Our trlonc-

,,,r"".r.t 
- 

in.ome per head oI the p'rpulation is

.,"i" t:i a )ear. out of which \\'e trke on an
',.1.i.* -,in,'it 

t5 per head in .I:i\ali')n' 
\\'e thus

i,,t.' .,.tit: about i5 per heatl to 'ren<l rrn ell

Grrrlarn*an, recurrent services in the r ear' We

,i,rr, a,-,'ura lhirt the tf,xpx\ers nlL)nev 15 rpcrlt

on the sort of thing that we can Just'lty to nrm

;; ;;, u"- "un 
feei that what he pavs is being

;;J-;";; usefullv than if it had remained in

his own pocket. or at least that this mlrney

ir 
- 

ntt Ueing \r'asted or spent ertra.vagantlv'

At;ii;, imp-ortant point is that $'e should be

covering a iurg", proportion than -two-thirds 
of

ou totul budgetary expenditure from trratton
and we w'ili hare to do this in the tuture trhen

we will ha\.e to meet not only recurrent e\pen'

diiure- but also an increasing share of the local

costs of der elopment Projects'

ln relati(.n [o our National Income both our

.*p.naiiui. an<i the level of taxation are alrerdy

.;;-;h. high side. and u'e must aim in the iurure

at restricting the growth of recurrent e\p!-ndliure

io u io,. rJieted-to the growth in the Nrtronal

lncome.

I now ttl:n to the l9(r5'66 Der't'lopmcnt E'ti-
rnates and I rvilt have to be a 11"1t tilsttli rhat

i ."u ,. I .,nt no l(rngcr rL'sp()nsible Ior tier:i'-rp-

ir,.ni pt"nn,ng. and i do rltrt $rlnt l() 'tc'rl the

thunder ,,i riv hon. colleague the \linistc: ior

Economic Planning and Development' ln an'rther

At'ri.un countr\' ,th.n u similar decision t!' spiil

O"u.tupnr.nt iiom Finance w'as mlde' I :rnl toid

that the tr', .r \l inisters concerned did not 'peak
to lach t'ther ior sir nlouths' \1\' hL)n i:iend

and t har c' trur tlitie renccs of opinion tronl time

to tinte l'.ir lcan assure the House th:t *e
lre normi.ir ,16 tperking tcrms m()st \i'!\ j "I
the w'eek. This is hclpcd bv- our t\\'o \linstrics
being lodged in the same building xnd *":king
in "io." 

c-o-operation. 
-l-he primarv responsibilit"

rbr raising ihe money for developmcnt -rnd

fi*ing ti," lnnual ceiling of c'rpenditure is rninr-'

:rnd I hoce ihat thc \l inister It)l' L';''r"mlc
tlL"nning .nd pgr elopmcnt u ill accep_t :rrt I

have rlont him well in thcse estimates' Esirmeted

.lip.n.titr,. ()n the basic t)evelopmcnt Pirn rvili

b"'ou"r. :.I nlillitrn or 50 per cent hi::he: lhln
in the p,..'.nt linanciaI re'rr' OI the ttrtel 'r:lrouol
,,t anun"t :eiluired ttl linlncc exp!'nditurc':-rmeir
lr- fii f" ,.r:r tlS million. uc hare il \ci\ 'loL'd

chancc .'i finding tll rnillion lrtrnl tr\3l-StlilS

iour... i;:ving atout t5 million to h" iound

either l:..nt local sources (rr 1'l ()rll ne"\'

epproaches to o!erseas Governments (rr 'r:encies
in'uhich \\c can norv include the -{fricen Dete-
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frnancing .ri a local loan
olus arrlnglrl{ :tc : - -

,lso of over t-l million

c.r'nr'Uflt \\ ill bc' available $ it

borro* in-: t0 rePs\'
thcn hc ie.-.'d r', ilh :rndr:r

a little r \cr !3 nlillion

togethe r * ith the refinancin g of part cri the functs

originallv used for the Mom basa Water S uPPl!'

We have already negotiated with the banks rvbo ! .,.
l:f
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lThe Minister for Financel
ili; ;";. fl.3 million of loans to the luombasa
"oi"},*-ii".td and this money will be re-lent for

;'"f;;.; feriod. I have been preparing- for

;;; ;irn. for this verv dilicult vear and I have

O""ii'U"iu,.fv been keeping in reserve part of our

rnoit-t..--borrowing facilities so that I can now

i". ".rfiO"r, 
that we will be able to cope rvith the

problem'

The memorandum note on the Estimates is

.o*oi.t.ntit e and hon' Menrbers u ill have

;,iil ih^i rre uill be making e ma.;or t'tlort in

il"'-ri.ro tf .ommunitations and secondarl edu-

"""ii"n. 
It the field of Agricuiturc-' in addition to

iil.'-rioi".t. mentioned in the note' ue rrill be

"iu.'.irrig 
private investment into the [urther

;;;;i;;;.;, ot pineapples' 
. 
\ !'gcrablei .- rnd

;;r;i.; lruit trn a large suale' Thc' l'uutt 'tgg-1st.:
Lui..""t i;heme *itl be almost eonrplcted and

it.'-Cor:.rnrngn1 wilI have to corr:idq'r in tl'tc

lieht ot rhc Stamp M ission Rcport s hat the

;;; \l-rgc'hould bc' bearing in nrind ttrc

irpor,"nl. t'i nol conccntrating too ltlueh nloncy

i; ;" ate3 rrf the country and also the impor-

iun.a "t nlaintaining economic larnling units'

Our largc road programme srtpplenlented bv a

considerailc building programmc and the pro-

*r.t.t 
-"f ih. S"t.n 

-Forks 
schcnle rnd the inl-

iilt;...n,. to the Nairobi Citv ( otrncil Water

5uppt1'rvill lead to a substantial incrc:rse in tltc
urnurn, oi employment given l:'1' puhlic sccttlr

projects.

the purchase .'rf British vehicles for Government

fuip'ot.t. Assistance f rom the International

b.i.top..nt .\ssociation will include trunk roads'

tea development. tea roads and I hope asslstance

with secondarv school and teacher tratnlng

college buildings although this proje.ct has not

yet ieen fullr: negotiated' We rvill also oe

lbt.ining substantial help from the West Germen

Cou.rnti"nt and the -{merican A'l'D' organiza-

tion fo, prolects both inside and outside rhe

actual Development Estimates' One scheme re-

pi"t.",t a model from our point ol view for eid

agreements. fhis is the secondary school 'Scien;e

T':eachers' College ior ivhich the Su'edish Gorern'
6gn1 rvill b"' providing over f I mrliion' 

. 
The

Swe<iish Government *iit be meeting all the locei

costs and will also be assisting substantialll' trith

rc-current expenditure. We elso expect that:he
tlusrian hospiral project at Kisumu will go ahc:d'

Other inrpo:'tant s(rLlrces oI clevelopnrcnt -rid

i,-r.i,.iJ" thc L::itcd Nations Special Fund. lnd the

Crlmmonu'ceilh [)eveltlpment Corporatior-r' \\'e

ivill also be 'ecciving 
"irluable 

assistancc i:"m
the Ford Foundation. the Rockefeller Foundelt"n'
the Wellconle Foundation' the Freedom I:rt'm

i-luns", FtrnJ and OXFA\'I' We tiil ll:'r be

i...iuing loan lunds from commercial banks lhe

lergest being :r loan lrom Barclays pgvslopnlent

L ,riporatio,i : ()r the construction oi ;1 ()trr I'il"l-

nlent ollicL' :'::itling in \lirobi'

Our nrain sources of aid are set out in the

f aLt" "f Estimateil Receipts ol D* elopmcnt

iunJt tn ihe published DeveLrpmcnt E:timatcs'

unJ-,t ttiU $s nlrted that our mnln 5srglss *ill
ooui,, U. rhe British Governmct.tt rvhich will bc

piuui.li,,rs rl nrrllion [or the basic tler elopnlcnt

prugr,,n.,n.,. .ls it t\\'ent\'-lile -1'cer lo'tn . 
w ith li

ioniol"t. '.i .rir cr .'I intcrest and c'rpitei repal -

*.nit io, lhe lirst live I'ears' ln adLiilion' \\c

h"r"-,r.go,i',ted another It.ran of II nlriiion ltrr
itt" l.,nj Bank and Agricultural Finlnc: Corpo-

ration and riill also be getting cotltinued support

ioi ttt" crrnrpletion oI the t'()(x)'()00-acre settlc-

..ni ,.h.,r.. ltott o[ the projccts to be ilnanccd

bv it" gl million loan have alrcadv been agrecd

anr.t in.tuti. tS00.000 for thc \t ombasa Road'

\\'e *'ill elso he getting {'-5(X)'()00 ior I-and

Consolidation and f-li-s'000 [or Forestrr' There

;-;;..rih", source from rvhich rvc could obtain

overselrs e-sistancc ttlrvards thcse t\\ o prolccts

rvhich inr oir r' :lmtlst entircly Iocll crp;r-rditure'

One of the arguments that helps nrc in rny nego-

fi;ii";; irlrtn t-he British Goverument on the local

cost froblem is that we have standardized on

Bcforc I i:rve the subjcct of overseas.:rii' I

uould likc 1.. nrrke it clear that $e arc In tnls

matter complc'rely non-aligne<t' and are.rrnll too

.1"g., to rc.jeite iid in acceptable lorm f.rom 'iny

.ui,ntry or r'\ CrSe 3s institution' \\'hat' ho\\ t'\ er'

,r " ."ir,',ur c'. is lcclpt. [or cxrn-rpie' m:riirl:'.:rv

:rnd plant i.': a isctoi'!' on crcdit from an tll'ius'

trial coLlntr\. unless \\'e can also see our ''\ ly
to otrtaining irtlm th:rt country the other llr,'ne!'

ri hich * e rie':cl to construct the factorr bui ;rng

,rnJ the llc.!':sary housing and other Iocai :cr-

vices. anti r,so unless \\'e c:-In obtain m()nc\ to

p,.Jr* ,fr" product which the flctorr' 
"r 

ill

tro.".r. \\ e aiso have to be satisfied lhat the

;;i*;= ure being charged is fair and.reasoneble

ir,rt't that rhe *hole prolect is economic a66 ii'ill
.,,i in"urt. losses \\tich will have to be rnet by

rhe Kenl e :.i.\pa\ er' -\n illustration tri r prtrlccI

,riorked i,ut in the correct *ay is the Chcnitil
irg"t pr"i..t for u'hich we have negotiatcd i:om

West Gernreny not only linance for the lrclorv
nrachinerr' .tlt also [or the Iocal cost ol J')ns-

tluction :l:rJ 'I )um oi neariy tl nritlion lt': the

Irctual gro',. rng and ticvclopment of sugrr clne

*fri.U tiiff ce suppliecl to the factorv rvhen it is

installed.
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lThe Minister for Financel
I have only one thing more to say belore

I leave Development. *hich is that I have been

.n.*iug1a by reading some of the reports of the

i.""r".[]-commissioners on their Provinces io

1964 and by mv orr'n lours to believe that a new

ipirit is abioad in many parts of the.country'

i'.ii-t "rp schemes are becoming a signifrcant

eiemeni in our progress' supplementing *.the
Government's efforts in the Development Plan'

io. .*"rpf". it is reported that in one Province

io 
' 

is6+,' :so miles of road, 30 bridges'

1.670 houses and l-\0 nursery centres were cons-

;;;;;J rhere are also signs in manv. parts of

,L.- "oun,ry 
of a greater elIort to make belter

use of tn" land in iccordance with the technical

.Ori.. .t oltcers of rhe lUinistry of Agriculture'

It is unfortunate that the rains have not been

ki;l-L all those *ho have cultivated their iand

moie intensively, but I hope they will not be

Jiscouraged by any temporary setback. due to
untauouiaUte \r'eather. There is evidence in many

areas of better co-operation between the public

anJ civil servants oftin assisted by hon' Members

of this House. It is now beginning to be recog-

nized that the benetits of Independence are

it.i" ," be won through effort and enterprise'

I must, however, stlund one note of warning

* itn regara to setf-help schemes which is that

..r. .irt be taken to see that the staff and

,..urr.nt costs of operating a self-help project

aie availaUle and that the project itself fits into

it" ou.ruft plan as orher*'ise the etlort put in will
be wasted'

fairly massive support. It has been difficult to
.t-r"Jt "..r.ately 

the real needs of Local

.{,utborities for help and it will be necessary to

rvork out a new basis of Government grants

rvtrich will encourage local effort and at the same

time-ensure that those Local Authorities which

.r"- *uf.ing a real endeavour to balance their

;;s;i; ;ifr get the assistance which thev require'

fli;y colleigues have ho"vever plaved their part

i" g"iii.g the estimates dorvn to the present figure

i" ,.i",i", to forecasts nhich added up to rvell

"r'* ijo million and in almost every field we

are not doing as much as we would wish' We

haue also provided in the estimates only one-

;-htr; ;i the theoretical provision needed- for

r:..*, posts and if more than one-third of the

Dosts no* vacant are filled. \\e will have

Siti.uf w in containing expenditure within the

.i,*"rit. This we must do and I will not be

rble to accept bids for supplementary estlmates

.*."ot in relation to the recent announced deci-

;i;;';;- medical fees and in connexion with

"r",t.i 
matter to which I will refer later in my

speech.

I now turn to the recurrent estimates for
lq65i 66. The increase in expenditure of- ne-arlv

.+ mittion is high. and I nould like to take hon'

tt.rnU.ta into mv confrdence and let them know

it "i 
i t ua hopid " 

ith the agreement of my

.oii."g".t in the Government to contain the

.rtirnu-i.t rvithin a ceiling of a little over

f+? ,nif f ion instead of the actual figure of

i+s.SS *ittion. lt \\1s only very recently that I

ttur convinced thar u'ithout cutting essential

erpenditure. i1 *ould not be possible to get dou'n

to'this lorver figure One of the m:in r!-3sons

,rlas that *,hen I nrst began working on the

.*ir"t.r. I had hoped that it would be possible

to restrict assistance to local authorities to the

.,mount prtrvidr'd :r Regional Estimatc's lo:

ijo+,os *ith onl) e smell addition' But during

ihe period of Regionalism the Central Gorern-

,.ni to.t direct contact with Local Authorities

.rJ. tt.t.tore. w'ith primary education and a

ruu-tt"nii"f part of secondary education' and

*hen the piiture became clear, it was necessar]'

to'-....f t 
' rnrt Local -{uthorities would need

The major increases relate to commitments for
p"tri" O.tt and Pensions whicb are unavoidable'

;; ;;;1uiro up of the Armed Forces' mainlv

r.f"t.O to the Air Force and the Navy' and to

,JJi,i"""f provision for Education both in. the

;;;;;ii;; Vote and in the Vote for the Ministrv

ot: Locol Government from which grants to

Lo.J-eu,tt.rities for Primary Education will be

.nui". fn... is also a significant increase, on the

pofi.. V",. and the Vote for the National Youth

;;;;i;.. tn considering how this expenditure is

Io'U. nnun..d. it is necessary to accept that we

,rlilL not only have to find additional taxation

,.u.nu" ,o cover increlses but also to replace the

British Government errnt of f l 15 million which

w'e received this Year.

Neither the expenditure estimates nor my

,.u.nu. proposals take into account the recent

decision io iransfer to the taxpa)'er or -the 
rate-

;;;;;-;ir. full cost of providing hospital services

io childrcn and out-paticnt facilities.both to

.t if Jr." and aciults. Thls decision was taken aftcr

tf," 
-.r,i*ut.s had been printed and the direct

additional Government erpenditure rvill be about

€S(r.000. I htrpe that the Htruse n'ill forgtve nre

;". ;h" .nrnnl, in rrnich I hare rcierred to thi'
decision. rvhich I rr elcome. but I do not think

if,ut it can be emphasized too often that everr'

t.r"f.i pioriaed eiiher by the Government.or b!'
"io"ui-aurfrorities 

has to be paid for either by the

Jr.tt' "t 
,t. service or by taxpayers- or by

,.i.p.V... or by a suitable combination of two or
.F..
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ihree of these means. I have also not taken into
account the cost of certain other increases which
will be consequential on an announcement tbat I
will have to make later in my speech. However,

I cannot pretend that my forecast of revenue

will be accurate to within f100.000 and I will
keep the situation under review during tbe course

of the year. If necessary, further taxation
measures mav have to be introduced but I rvill
do my best to avoid this.

My estimate oi probable receipts from taxation
at existing rates plus the 12'6 million which we

will receive from the British Government for
compensation and commuted pension payments

is f,-15 million leaving f3.58 million to be found
from additional taxation receipts. The figure ot
f45 million includes additional receipts expected

from interest and redemption on loans made by
the Government for Settlement and to the

various statutorv bodies such as the Land Bank.
the Agricultural Finance Corporation and the

Local Government Loans Authoritv and the

Central Housing Board.

I now turn :o m-v revenue proposals. and I
would at this stage ask. Mr. Speaker. that in
accordance rvith our usual practice. this Speech

be taken as Notice of Motion to be placed before
the Committee of Ways and Means dealing rvith
the measures I tm now ProPosing.

I will deal fi:st uith proposals affecttng cus-

toms and excise. A number of them are formal
or procerlural such as those providing that "fruit"
meins "nuts" and that Northern Rhodesia is norv
Malawi. A nuntoer of the proposals agreed *ith
the Governments of Tanzania and Uganda give

additional prolerlion to local industries. Included
in the list of p:oducts which rvill receive addi-
tional protecl:tifl xr€ uood-screws. nails. bolts.
nuts, aluminium hollow-ware. aluminittm sheets'
circles and c..:is. steel strips. bars' rods and
angles. asbestos cement pipes, certain tvpes of
leather. boxes including tea chests. pllrrood.
cardboard and erercise books' Full details of lll
the changes are given in the Financial Statement'

I now come :o the proposals designed to bring
in increased revenue and as has alreadv been
announccd the general rate of 25 per ccnt was

increased to 3tl per cent with eflect f rom the
lst April *irh .-orresponding adjustments in the
other arl r'dit)t ctn and specific rates of dttiv trn
the majori:', \\l :3ms in the TarilI. I do not :hinli
that I need to:ake up Iime in going'hrough rn

detail these cianges which have already been
published and xhich are also fully covered in
thc Financial Statement. Additional revenue of

, about f820.000 is exp€cted to be received. The

increase of l0 per cent on the duty on tobacco
and cigarettes has also been announced and
brought in from lst April and is expected to
produce additional revenue of about f220'000.

The effect of the increase in the dutv on
tobacco and cigarettes is interesting, and illus-
trates the very sharp and immediate etiect on
consumption. of changes in taxation on goods
which cannot be classed as essential. although
some of us would not perhaps put tobacco 3nd
cigarettes in the class of luxuries. The fall in
consumption in the first month after the inlpo-
sition of the nerv dut-v was 8 per cent. so the
increase in revenue to the Government in thrt
month was onll' marginal. There are' houever.
alreadv signs that consumption is beginning to
oome up again. and I expect that my estlmate
of additional revenue rvill be achieved. Part of
this additionat revenue would. however. have
been achieved even if the rate of tax had t'een
left unchanged.

I norv turn to beer. We nrust face the fact rhat
we wilt lose a substantial proportion of our beer
exports to the other East African countries tn

the next few 1ears. In 1964, 24 per cent of the
beer produced in Kenva was sold to Tanzania or
Uganda. These exports witl be replaced bv
increasing demand in Kenya provided that the
excise duty is not too sharply ,n..""t.6. \\'e
must also bear in mind that beer on which ex--ise

is charged has to compete with locally produ;ed
liquor such as the ilrarirr-gasi produced in \tom-
basa on which no laxation is levied. I have care-
fully considered this problem and have come to
the conclusion that a small increase in duty equi-
valent to about 5 cents per bottlc is unlikelv
to influence demand to a significant degree. 3nd
this increase uith a suitable and slightly higher
increase on imported beer will come into iorce
from nridnight tonight. It will bring in addit;onal
revenue of about f115.000 next year.

I have also considered whether or not the du!\
on spirits and uines should be increased. but do
not believe that I uould get any more revenue
if a further increase was imposed. The * hole
problem of the taxat:on on alcoholic dr:nks is a

complicated one and the Uganda Government
l'aced with therr specraI problem of very large
production of :llegal liquor has decided to Drrr-

dirce a legal spirit at a verl/ low price. There ar:
three reasons rrhv I do not think that at ihis
stage \\'e should i.rllow' their example. The fi:.t s

that our bre $erles rrc :ott'ributing to thc G.r"::n-
nrent rL-venue through excise dut-'- or inconre tar
over fl.5 million a \ear. The use of illicit so'rrt
is not nearly as widespread in Kenya as it is

in Uganda, and I am very afraid that the intro-
duction of a cheap legal local spirit *'ould
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ihildr.n from !'1-s0 to f'132. I do not propose to

change the old age allowance or the children's

"llo*iun..t 
in relation to the 196-l vear of

income.

In making rhese proposals. I have had thc

advantage .ri sc'eing the \er! comprehensiv"

report iln 'ncome tax prcpared for the Uganda

Gtvernment bv a United Nations e\pert. and

some ttf lhe con:tdcrntions put ior* ai-d in this

report hrr e inllucnced llle ln nlaking lhcsc

changes. There is at prescnt a gap in .rur P€tsr'rnal

tax slruc:u:e as the top rate of personal tax is

reachecl a: ln irtconrc oI t6()0. and teking into
account the former rnarried allo* ance of t7(X)
plus the .-:tildren's allowancc.',here *ere nlanl'
people \\ h.. hv Kr'nta stancllrrds :n ielat.lon ttl

average'.'-'..rnes.3rc'\\'t'll oll rrh.r d.) n()t pa\

anv add '! ,'nal tar u hcn their in;i't.t.tcs r:sc- i:'on.t

f600 per.:1flUfll ttr \\elI orc'r tl.()(](l ll \err' It
is also ne::ss3rt'l()r morc'nl()nc\ :,r he rrtsed in

order to nt.et the incrcases in expenditure rrhich
I have a,readv describcd. 'fhe incidence of rddi-
tional tar arising l rotn thcse cilanges * ill bc
progressir e. and rn rc'lation to indi!idual tax-
payers \[h.r rie nlarried. will nlcan that thev rvill
pay ta\ or rn additional tl()0 ot' income lnd that.
therefor.'. ::;s additional tax rr ill be rt: lhe ton
rate at \\h.cn thr'r'are liablc. The nrnn'.rhose top
rale is 5h I in rhc t will par an:dd'tional tl0
tax and !n. man shos: top rete is Sh. 15 ln thg
€ will par :n additional !7-s.

I hare.':riv one ftrrlher change io p!"op!rs!- in
relat:(rn:.. lhe lr)6-{ tcar of inc.rnle rrhich is an

increase ,.i 50 cr'nls in ( orporation I ax. -l 
his

small ttl,l': onal e herge will be rnlposed bolh on
publr: lr.l prirutc c()nlp:tnics and lril not bc
pass:d ..r :,r :har:holdcrs. Itl .olllp:lrii\)n \\ ith
the ntejo:.:r ,ri cirttntrics both ievcloped and
deveiop:n3..)ur ra'e of conrpanl'ter l-r not h!gh.
and Ianr;.rntident that this edd:lional 5() c:n:s
will prore r tolerable burden. I estimate that the
total vreii :n add:tional revL'nue in 196-i 66 of
the change; in persona[ income tax and in;,rrpo-
ration ta\ .rill bc approximaiell fl nl;llron.

I norv turn to the future' and being \erv c()n-
sciotts th:ri inconre trtx is ll complicated subicct
xnd that .1n!' simple summary tnav be mi:leeding.
I hare in;luded in the Financial Sletenlcnt a

derailed a..ount oi the proposed change:. -fhcse

chance: .: -3 It(;t rncludcd in the Finance llill
which i: reing published lodar'. bur I think it is

only iair i,\ qlve ttxpayers advunce notlce ()l' my
proposals rvhich atlect the tax $hich ther will
eventuallv have to pay on their 1965/66 incomes.
The proposals have been worked out in con-
siderable tietaii. but to repeat a phrase that was

recently made in a debate in another plece. I
lm verv reaoy to "listen" to any represenlattons
rvhich may be made.

I will deal first with personal income tax end
PAYE. One of the difliculties which hes pre-

Vented the eerlier introduction of P.\\ E is

administratitrn. The Income Tax Department is

lilready- futlr \tretched. and any complicrted
st stem which invrrlved the reassessmenl ttf erch
income ta\prler s liabilities at the cnd t'i the

)exr would impose en intolerable burden rrnich
could not be ilcc'd. It is proposed to di.' ide .'ur
personal tx\ation system into two parts. ihe lirst
income tex. :tnd the sccond. surtax. Inct)me tax

on all chargeable income wilt be pay-xt.'le :it lhe
nrle ()t Sh.:'50 in the t. PAYE wil[ .rpn]\ to
irlc()me tax (rnl\. and rvill be brought in l'.'- .rll

n!'r\()11s in L'mpl()\ mc'nt f rom the lst J ul\ I ')L6'

It is.'stintatc'tl thlt epprtlxinratell'half 'he 
"rt;il

trttntbcr ol L'mDIQ!el's subiect to tax *'ili h.'''i:le
tt) ertingui.h iheir liabitirr cntirl'l! ii'lit)tlSh
P..\\'E. Elch month's chargeable i1;pn1g * tli
hure incom.' tar dedtrcted at Sh. li 50 :n :he I
rvhich w'iil c'rtinguish the liabilitv for thil ttr'rnlh'
l'orms will !s rupplied to employers \\ho'e co-
r)peration ir $'ilt be nccessary 1o oht.rtn -rnd

rhese lolms rrill be l'ar less complicated thln the

l).{YF- l'trrms ri hich L'mpl()\'ers in menr "ihcr
c()tlntrrL'\ h.r\ c' 1tt ()perate. The tables r" ill 'horv
',r'irat ir thc ntonthll' ltgg inslrme f ront i" hie h n't
tletlttclion nc'ed bc matle lccording to ih!":'1ttl\
oi the 'smplo\ee. rhat is to say wheth"r i': i>

sing:lc. ntarried or has children.
It rviil be trbserred that the new rltc\,ri -rll.rs-

Mces t()r.inglc. rnarried and married *:ih chil-
rlren harr':tlrcadv this year been brought i'r lt

lig,ure which is divisible by trvelve. nirm!'l\ rll6
lor the singlc'lrllorrllnce' t-l-31 for \lngic'n'ople
* ith clependent chililrcn. end t6(X) i": ''rc
ttllrrrietl. ()ne Iurther change proposeri 1"" t1l;

lq65 !crr,.f incorne is tr) letain th3 i-."cnt
rllonance 1\)l':ingle men t)\'er 65 l,nd \\''mcn
()\'cr'(r(). t'ut t,r reduce this allowancr"l:-:htlr'
from t-l50 to t-I31.

l norv comr' lo the vexed qttestion oi chil.i:en '
allowances. .{s I have said. no change urii be

nrade in relation to the 1964 y'ear of incom.'. The
:implest i.rnswer'rvould. of cc'rurse. be t.':rbolish
children's rrilo,,r'ances completely. and :ni' 'i'ruld
be in acct rtiance nith lhe advice which I ;rlve
rL'ceivecl ir.rm rhe United Nations crpetl. buI
this is on.'()i the c()ntparatively le\\ n(\l:r:. ()ll

rr hich I dtr nt)t leel that I can accept n : ',u ' ie c.

I am fortitled in so doing bv the fact that he him-
sell is a bachelor I At present the allo*ance \ \ar!'
from !7-5 for a child under six J-ears Lrf rrge' up

to f.250 for a child of seventeen or over *ho is

:'eceiving full-time post-secondary education"\

\':l
l)t).

:he
.rn!
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very considerable simplification of this system is
clearly necessary and as I have explained earlier
I do feel tbat it is fair that those who are by
Kenya sranciards comparatively well off should
begin paying some more tax when their incomes
rise substantially above the top figure for Gradu-
ated Personrl Tax of f600' The maximum
amount oi the total allowance for children
which I think shoutd be granted is 1480. w'hich
will bring up the income tax-free element in the

earnings oi e married person with the requisite
number of children to 11'080 or 190 a month.
I have considered carefully how this child ailow-
lnce of t-1E0 should be divided up. and whether
it should be perhaps divided by six or divided
by four. \'o taxpa-vers with large iamilies rvill
lose if it is ,Jivided by four and lamilies rvith not
more than four children will gain. and although
this view may be slightly out of line with that
put iorward by my colleagues in Uganda 

. 
and

tanzania. ml proposal is that there should be a
flat rate allowance of fl20 a child for up to

four children. This. as I have explained' is the

most favourable answer from the point of view

of the indiridual taxpayer. The allowance will be

given for eech child up to nineteen years of age,

but u .hild of over nineteen who is incapacitated
or receiving education or serving as an sppren-

tice will eiso qualify. The allowances will be

given onll for children of the taxpayer' includ-
i-ng tt.p-"'i,ildren and tegally adopted children of
wf,om 

'he 
has the custody and whom he wholly

maintains.
The rate of surtax rvill be nil on the first

f 1.000 of cirargeable income which. as I have

explained. w'ill bear income tax at Sh' 2i -s0 in

the I and *ill be Sh.3 on the next fl'000 of
chargeable income going up in graduated stages

to a maximum of Sh. 12 in the f on chargeable

income in ercess of f 10.000. This means that the

maximum rate of tax including income tax paid

on the highest incomes will be Sh. l-1/50 in the f'
atthough lhe present maximum rate of Sh' l5
in the t rr iii be pavable by individuals drarving

verv high incomes directly from private

companies.

I have erplained that in relation to the 1961

year oi in;ome. the combination of income tax

and corporrlion tax will add up to Sh' 8 in the

I. For rh.' 1965 1'ear of income. I propose a

C()rporati.: Tax of Sh. 7/-s0 in the I It might
irppear ti l::st s:ght that this represents a reduc-

tion in the overall tax burden and a loss of
revenue. It witl in fact mean a slight in:rease
in the tax t,urden and a slight increase in revenue
as companles will not be in a position to deduct
eny tar from their dividend payments. The effect

Bt281

on the individual will not be as severe as might
be supposed as dividends received by individuals
will not be subject to income tax. which as I
have said will be levied at Sh. 2i 50 in the !.
and they will only have additional tax to pay
on their dividends if they are liable to surtax.
This change * ill be effective from lhe lst
January 1966. and the present right to set off
tax deducted at source will continue until the
3lst December 1965. Companies will not be sub-
ject to Corporarion Tax on dividends received.
nor on interest from u'hich tax will be deducted
at Sh.7i50 in the f. Tax at Sh.2/50 in rhe {
will be deducted from interest payments lo indi-
viduals whether resident or non-resident. Truslees
will be charged income 1ax at Sh.7/50 in the:.
but credit for tar paid will be given on income
dis:ributed. The rate of Corporation Tax on iife
insurance companies and mining companies wiil
be Sh. 7 in the I and Sh. 4 in the f respectivelir.

I now turn io the position of the controlled
companies. The object of the present undislri-
buted income tax s)-stem is to try to ensure that
individuals uho uould otherwise have to pav i3K
at more than Sh. 7 -(0 in the € do no! escape
this liabilitv bv faiiing to distribute a fired pro-
portion of the earnings of the private company
in which thev have an interest or which thev
control. The simple ans\r'er would be to reduce
the maximum rate of personal income tax to
Sh.7i50 in the f. but I fear that I could ntrt
support a change of this nature on revenue
grounds or on grounds of equity. The present
svstem does. however. impose hardship on
developing companies uhich may be required lo
distribute profits lrhich 6ight better be used for
[urther development. Partly. therefore. in the
interests of simplification, and partly to eas€ the
position of developing companies, I propose to
abolish U.l.T. Controlled companies t iil in
f uture be subjected to Corporation Tax al
Sh. 7.'50 in rhe L *hich they will not be able
to pass on to their shareholders. At first s ght

this might appear to be likely to cause harciship
to small prirate companies. particularlv farming
companies lnd it mav be that some su;h .'om-
panies ma1' decide that it rvould be in their
interests to form partnerships instead of nlrin-
taining their present position as a private c.lm-
pany, but ther 

"r 
ill have another remedr'. It is ni-'t

nry intention that individuals forming a pr:ra::
conrpanv shrruld be forced inttt paying::i\.1i:!
h;gherratclhan:herindividuaIrates.li:.rr
their companv operated as a partnership. The
remedy w'rlt. of course. be to limit the pr.rfiis
subject to Corporation Tax at Sh. 7/50 in the f
bv paying out appropriate sums in directors'
fees.

[The I
Itw
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It will also be necessary to reinforce tbe anti-
avoidance provisions to ensure that liabrlity to a

higher rate of tax than Sh.7/50 in the f is not
avoided. The public or prlvate companv which
ploughs back its profits for needed development
will bave nothing to fear but those companies
which deliberately accumulate profits to escape
taxation on tbeir principal shareholders or who
try by complicated devices to ensure that those
proflts are enjoyed by shareholders in a non-
taxable form will be vulnerable. The Commis-
sioner of Income Tax will be given the power to
counter this and other types of avoidance. How-
ever, to ensure that these new anti-avoidance
provisions are not unreasonably applied. and that
individuals can have access without excessive cost
to an appellate body, an independent tribunal will
be set up to whrch any company aggrieved by an
order of the Commissioner will be able to appeal.
This procedure will be simpler and less costly
than an appeal to a court, but the rigbt to appeal
to tbe courts will be preserved.

I have dealt with the major changes that will
affect the 1965 year of income and wrtb the intro-
duction of PAYE from the lst of Julv 1966.
except for one important point concerning
PAYE. namely cancellation and a number of
comparatively minor other points.

The question of cancellation is a controversial
and difficult one, but I start from firm ground in
saying that taxpayers would not support the
introduction of a PAYE system if they were
required to pay in the same year tax on their
current income under PAYE, and also arrears of
tax related to the previous eighteen months'
income. Cancellation for those who remain in
employment for four years after the introduction
of PAYE u rll be allowed, but it *'ould in my
view not be proper to allow cancellation, for
example, for someone starting a two-year contract
on the lst January 165. If cancellation was
allowed in this case, it would mean that in rela-
tion to his two-year contract, he would get the
entrrely unexpected and unanticipated benefit of
paying no rncome tax on eighteen months out of
his two-year period of work. My proposal to
$et over th:s drfficulty is, therefore. that there
will be no s'ancellation of past liabilitv for those
who leave employment within eighteen months of
the lst Juh' 1966. but that at the end of each
six months period after the lst July 1967, one-
sixth of the outstanding income tax liability will
bc cancelled. Tbis method will ensure that the
grcat majoritlz of employees do obtain a genuine
benefit from the PAYE system. I should empha-
size agarn thar PAYE applies to income tax at

Sh. 2i 50 in tbe ! only, and similarly that caucel-
lation applies on-ly ro income tax and not to
surtax which will continue to be assessed as at
present.

The comparatively minor changes relate to life
assurance relief which as already announced will
in relation to the 1965 year of income be giren
for East African policies only. No reason ls seen
ln present circumstances why relief agalnsl Kenya
tax should be grven to those who wish to take out
life insurance rn sterling or other currencies.
Relief will be given against the first slice of
income chargeable to surtax at Sh. 3 in rhe f.
The self-employed who have taken out annuity
contracts wrll be permitted to continue to obtain
relief but in future relief on new annuitv con-
tracts wrll apply to East African policiej only.
Another change i5 that averaging relief will no
longer apply. Also, as already announced. the
passage deduction will no longer be given as rhis
is an anomalv in present circumstances. passages
supplied by employers to their employees wrll,
however, continue to be allowed to the employer
as at present.

I am grateful to tbe House for bearing with
this rather long exposition of a complicated sub-
ject and I hope that I have managed to make rt
reasonably clear. The changes affecting 1964 are
included in the Finance Bill and come into opera-
tion at once in accordance with a provisional
Collection of Taxes Order also published today.
It will be necessary later in the year to inrroduce
a new rates and allowances Bill to include the
changes that are applicable to 1965 and tater
years. The Brll amending the Income Tax
Management Act will be presented to the Cenrral
Legislative Assembly as soon as possible.

I indicated that it would be necessarv to find
additional revenue of t3.58 million. fl.3 million
will come from changes in customs duty,
f100,000 from motor vehicle licences. and
f I million from income tax which leaves
I1.18 million still to be raised. Some hon. NIem-
bers who have studied the Development Esti-
mates which I laid on the Table of the House
ten days ago may have discovered the ans*er.
In this year's table of receipts, I included
Currency Board profits. estate duty and half rhe
proceeds of export taxes. They are not included
in the 1965/66 Table and I intend to apply'rhese
items to the recurrent Budget. Currencv Board
profits will total about f630,000. a half share of
export taxes abour f4O0.000 and estate dutv about
fl50,000. The total of these three comes ro
exactly f1.180.000.

There were only two other ways in which I
could have balanced the Recurrent Budset. the
first by cutting this amount off the .*p"-nd,trr"
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fihc Minister for Financel
which is then distributed bet*'een the three

'countries to continue in its present form.

The advice of all the experts I have consuited
including the experts of the Internarional \lone-
tary Fund is that during at leasr rhe rransitional
period u hile arrangements are b€ing made for
the establishment of central banks 3nd the issue
of new currency, jt will be necessarv in order to
protect this country's economy and to forestall
a possible flight of capital to appir E.lchange
Control Reguletions immediatell.

I have made a number of slatements on Ex-
change Control in this House and :o the Press
and do not $ish to withdraw anlrhjng which I
have sard. As recently as the llrh \lav. I stated
and I quote: ''Banking and currencl sixtisrics do
oot suggest that there is any need at present to
take the drastic step of Exchange Conrrol." This
is still true and I could have added rh3t as is
explained in the Economic Survel . our currency
romains strong and our balance of p3yments
position has improved in each of rhe last two
years. The reason for the imposition of Exchange
Control is nor that we are in balance cf pa-vments
difficulties or that our currency is not more than
adequately backed. but is. as I hare explained,
to protect the economy and forestail a possible
flight of capital resulting from rhe announcement
about seperate currencies.

I also srid that Exchange Control rrould be
likell' to damage investment prospects io a greater
extent than ir would benefit the counirv. Here. I
will do m}' best to prove myself wrong by ensuring
that Exchange Control is adminisiered in a
liberal and etiicient manner.

Under regulations published todar'. Exchange
Control authority witt be required for transttrs
of monev to all steriing area countries orher than
Tanzania or Uganda. but there u'ill be no restric-
tions on the movement of moner, '* ithin East
Africa and rhe scheduled territories .i ill be re-
defined as consisting ol Kenya. Uganda. and
Tanzania. The necessary instrucrions lo hrnk on
the operarion of Exchange Control har.e been
issued this afrernoon. end a Bilt has also been
published uhich I hope the House u:il 3sree to
Pass throu,sh ell irs stages rontori-o\\ t:r iirg full
legal sanction to the imposition of 

-Exchange

Control.

The object of Exchange Control is. as I have
said. to forestall the possible flight of capital. but
ln order to forestall a flight of capiral. it is
necessar-l/ for the Treasury to be satisfied b-v the
normal checks applicable at present to remittances
to non-sterling area countries that par.ments for

current transactions do not represent an illegal
export of capital. No interference whatsoever will
be placed on lhe normal flow of trade u.ith sterl-
ing area counrries. but pavments for imports will
have to be made on the basis of documenrs which
show the ralue of imports being pard itrr and
forms rr'ill have to be filled in. in connexion
with exp.-rrts n hich will in due courie provide
evidence that the monev received for erports has
bcen remrlled back to this countrv. .\lltrwances
for tra\el. emigration and f()r per\onal end
t'amilv remirtances rvill be permitted trn a scale
approximatel\ the same as those at pres.,nt appli-
cable to non-sterling area counrries. in fact rhc
ullorvances u ill in some respects be more
gener()us. For exanrple. where the Gtrr ernment
bu-"-s Iand under the 1.000.000-acre s!,rrlement
schcme. lhe f.rrmers being bought out w.ill be
permitted to receive pavment in sterling and this
rvill cause nr) net loss of foreign erihange to
Kenva as the mt-rnev for the land purchale is
being prtrvided in stirling. Those wht Ieare-rhe
c.ountr!' permanenrly will be permirred ro get
their monev out either immediatelv or over a
compararivel,r' short period of ,",.urr. Inta.arr on
Ioans and dir idends trn shares in public and
private companies will be allowed to Le remitied
[() overseas residents as will pensions and rents
and other pavmenls properly due.

The derails of the Exchange Control 3rrange-
ments are cont3ined in Treasurv circulars to the
banks and I Co suggest to all those \\ ho have
any queries io apply first to their banks for
informatitrn at tttherw.ise the Exchanee Control
secti()n !ri the Treasurv is likelv tti be over-
whelmed rrirh inquiries which .ouid b" answered.
on the b:sis of these circulars. b,"' the banks. As
l'ar as inrestment is concerned. ive alreadv eire"approved srarus" under the Exchanqe Conirol
Act to investments lrom non-rt"ilin n area
countries. end have alw.2ys indicated thai in the
event of Erchange Control. similar .'rrpproved
status" $'truld be given to approved sterline invest-
ments. \\'hat Exchange Control does .eek to
prevent li thr. transfer outside Kenva.ri sar.incs
rrf Kcnva rL'sidents as we feel that ihe sarings it
()ur peopie should be ptoughed back and invesred
in the ct,untrv in one of the manv sarrnss media
.rvailable. Thr' rdministrari,,.e .rr.,i".-"n,.
governing exchange control have been discussecl
and in general agreed with other Easr .\frican
Governments and the circulars setting out these
arrangements have been prepared w.ith the
assistance of expert advice from the Bank of
England. .\ Press statement giving funher details
about Exchange Control is also beinc issued.
Some additional expenditure not provided for in
the Estimates will have to be incurred on the
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ll;:"t'1;;iln ot excnanse 
,c$T%31.1"i"uXii.paring for the establtsl

ro sum u.p, I !11"^'Hl?:lT":l?:J;#""i:l
l}:'il,i::'il.',ii 'lrh;^,'u'g""a vear wirh a

substentiel rise in tnJ il"iit"i'l lncome^ rrhich

.esulted in e rexl ''npt""trntnt 
in standards of

i,"r''"i:"t;;; lvos *itt- aericulturallv' be a more

dirhcult lear in wnrcn igriculturel income may

in facr iell but r't'* luiing ihis lear ]n:':-*tt'
be increaserJ'n""'Jni'uid intit"'ttd em'ploy-

ment uhicir *itt prouide ittt Ursit ior' e iunher

ll"J'"ri"'i"'t960. ihave oresented the lergesr ex-

nenditure Estimates '; ;;; history' t19- o: 
'h"

development side nave indicated that Ne^expect

to be able ro finance a 50 per cent increase tn

our expenditure on itt" ut'ii' <levelopment^ pian'

On the recurrent. =ia"' f h?': t1l:-c:9 to

Dresenr e balanced aJiltt' and have .I]]{Y::l
:;i;;;r; n"* to*ution Jhungtt otber than mtnor

;l:1.;;;i,ii",'o 1"4:[Tf id':::ii:J"J "ff::Africen industrtes' r

ration Tax, 5 cents on-b"tt' 5 per cen-t on motor-

:il:: ". il : 
-' 

-"1,, i";; ^i:, lll',t",;' l, lil'i" ili
i61s srPerrtion untll
ii;; r..' of motor vehicles'

r n p :e pa, n g, *"_ 
^,?J:i.ho, o l,::io,:11",':'J,

much in mind the Pottt

l:*,'n."' i;;;ional iaper c'n Af rican 
' 
soc^'1lt:m'

Honourable Members 
-wiri - 
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' 
to''this

p', p., t. I tr...''' 9".0 1T llft l,: 
"t 
lf;'I, i" :[*;

.reps rhrr rrill asstst-t" 'i;'i;';;;;;raph 83 of

:*.'l;, l lllil l" :#,:l r;u:, *i ;1,. 3;:
rhrt the t-ix chenges *li;'^ 

,:;;';"., peper. ln

3l,,,ll] ll',' 
o,"til"' 

lu,''t'"'* "i",n': 
p rop os rls- ro r

ihe introduction ot paVg' I heve 'rnn'ounced

r eductions in personal allowances t!L 
^1"u"

orovided next ytot 
'iot -itt" rurt t:xatl'on of

tompanies uithout c'Jt for dividend pL-'^].!ilt"

;"hJ;"g;""" "duanct 
notice .'i m) 

'-nlel't'ons
rvith regard to into-l i^* ot*t lear and unless

runfc-:eseen tttnt' ntitt]iitL " 
-change 

-in 
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p 
"i 

i i:., i * i u be e o,s-s 

i? 
e3 ti,l,'l [!] ";i' ;1il;',';.';

i,nd indiridue,:,l_ itl? i6;';;^;;rr-.,,n 1e65 /66.
rvill hrre to P3Y tn lY
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There are some criticisms which t .c.ou.i! l-otl!-i

;;1".'"0;;l"l;';;' feei that I should detatn tne

House any longer now and have kept some ttt

mv ammunition tn reserle for the repl-"'', to the

IJu"ii. 
"i- 

a".- ho*."', uree !9n,. M'"1b-1':. t"

eccept rhat I' have gone to iht tititt of 
-hn:nciel

nrudence in the stze ooth oi the recurrent and,the

ii;:l;;;;;"i"*ui" and that with regard to

taxation, I have 3lso lncreased the burden to the

ffii;;; piro.nt level bearing in mind th:-n'"'t
to maintain and encourage development in the

prirut. as well as the Public sector'

The overail efrect of the revenue end other

nrio"trit ui*ut"a in mv speech on the cost '\I

iivine witt be an eclual reduction in the (ttst '':
ili'iitiil; ir" r'ruitoui Middle lncome lnder

;ili^?"U by about one point. and th-e--\\ag-

;;";lniex bv about 1''1' This may seem \eri

.-il;';i"; ;;a ii i' no! orten that- a Finrnc;

Minister can report at the end of r Budge:

i p"." r.r i r, 
" 
t n:',*:-o:'it, *r"t, 

f "lotl,3o' ifl li' lilin the cost of I:vtng'
,e*.r"i 

" 

"f 
itt' f or out-patient 11s3ungn1 wiil

;;;';; counterbalance the small Increase

,"r-f,i* 
-it"m 

additions to customs and exctse

duties.
We can look to the future in the knowledge

that kenye is on the move and that we c:ln con-

;;"i1, ;xnect that we will be able to rchieve a

il.*iiif. and better standards of liring fLrr ou:
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Mr. SPeaker, Sir' I beg to move'

The }linister for Labour and Social Senices

(Mr. Mwendua) seconded'

rQuesliort ProPoseA

DEPAR'IURE OF HIS EXCELLE\CY
THE PRESTDENT

The Speaker t\lr' Slade): Hon' \.lembers-'^it rs

no* iri.'f*.eilency's pleasure to take hls Ie3\e'

(Hon. Mentiters rose in their places .t+hile 
His

E'r.rttrur . rhe President' left the Clnrnherl

ADJOURNMENT

The Speaker tllr' Slade): Hon' \lembers,' :':
,h;;;.';;;;ce of the House and in accorda;r"

r,,:utt ii"aiii"n. the House is now adi"urned u:' '

tomorrot F::dav. llth June' et 9:'rt'
l'he lIouse t'ose ot l')rl] 'rli'lll;('
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