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Mr. Speaker, Sir, I beg to move that Mr.
Speaker do now leave the Chair.

On Tuesday, l2th April, the Permanent Secre-
tary to the Treasury laid on the Table the
Estimates of Expenditure for 1960/61, that is for
the year ending the 30th June, 1961. He also laid
Sessional Paper No. 4 of 1959 160 being the
Development Programme for the three years
ending the 30th June, 1963, and the Economic
Survey for 1960. I now present to the Council the
Estimates of Revenue for the coming year l960i6l
together with the Financial Statement. I would
like to express my appreciation to the Permanent
Secretary to the Treasury and to all those officers
of the Treasury responsible for the production of
the Estimates and the accompanying documents.
As a result of the Constitutional changes, which
were announced only a few days before the
Expenditure Estimates were laid, this task was
even more onerous this year than is usually the
case not only for the officers of the Treasury but
also for the Government Printer. All concerned,
however, showed their usual enthusiasm and
efficiency with the result that the job was conl-
pleted on time.

I would also like to acknowledge the work of
the Economic Research Division and of the
Kenya Unit of the East African Statistical Depart-
ment both in providing information connected
with the Estimates and in preparing the Economic
Survey. This is a new departure in our Budgetary
procedure. The Survey contains detailed informa-
tion of our econontic progress during the past year
and sets out the considerations which are likely
to affect the economy during the year ahead. It
also gives in a clear and easily readable form the
detailed economic information which would
otherwise have to be included in this speech. I
hope that this innovation. which will assist Mem-
bers of the Legislative Council in preparing for
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the Debate on the Financial Statement, will be
generally welcomed. It will also provide a wider
public with an account of our progress.

It now remains for me to draw attention to
some of the more important high-lights affecting
the economic sphere. Last year, at the end of
his Budget Speech, my predecessor said that we
must forge ahead with our plans for development
and expansion, accepting, if necessary, a certain
amount of calculated sacrifice, so that a Minister
for Finance in Ken5'a could say to this Council,
"We can-we have met our commitments. We
stand firm dgain". The Economic Report and the
Estimates before the House show that this has
now been done. The credit is, if I may say so,
that of the pcople of Kenya whose work,
determination and energy have made this possible.

Kenya depends on world conditions for its
prosperity. Our exports are almost entirely
agricultural. competing in the world markets with
those of other primary producing countries. Our
imports come from the industrialized countries
of the world. The size of the import bill depends
in part on the income which the Colony receives
from the exports scnt overseas. I say "in part"
because we receive many advantages from our
geographical position and our invisible exports,
including tourism, are quile important iri helping
to pay for our imports.

The world market for primary products has
been fairly stable at low prices, but has been
improving during the last year. The f.o.b. price
of sisal fibre increased by some 30 per cent, *hilt
the average price of meat and meat products was
higher by some 15 per cent. The f.o.b. price of
colTee per ton was some 2 per cent lower in 1959

than in 1958 and a similar drop was experienced
in the f.o.b. price of tea. Overall, however, our
export index held up well. The world market
has been fairly buoyant, but only in so far as
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[The Mtntstet for Finance and Development]
extra quantities have been absorbed at similar or
.slightly better prices than in the previous year.
It will be through increased quantities of e:girorts
rather than from higher prices that prirnrry
producing countries will increase their incornes
during 1960.

The industrialized countries of the world rberrc

been having a boom year. Production has been
increasing and demand has been expanding. This
prosperity has increased the demand for our pro-
ducts. It may well be that ivith boonr conditions in
the industrializcd countries their export prices may
increase. In that case our terms of trade could
get worse and r,t'e should have to export more in
order to obtain the same amount of imports
during 1960. It is against this background of
world conditions that we havc to make our own
forecasts for 1950.

1959 was a better year than 1958. In 1959
agricultural production improved, prices were
rhore satisfactory, and the returns to all farmers
were better than in the previous year. The total
contribution of cash agriculture to the gross
domestic product was sonre f35 million compared
with f33 nrillion in 1958. The most remarkable
expansion has been in the sphere of peasant farm-
ing, where the monies so far spent on the
Swynnerton PIan are now coming to fruition and
where we are really beginning to reap the benefits
of land consolidation and farm planning. The
increase in the cash incomes of our ;reasant farm-
ers, including incomes from livestock activities,
rvas nearly fl,500,000 or 20 per cent higher than
in 1958, while their payout from coffee sales alone
uas some 75 per cent larger than in the previous
year. These developments are still in their early
stages, since .with such croFs as coffee and 'tea

it is not immediately that on: obtains increased
harvests. We may expect that, as the moderniza-
tion of peasant agriculture proceeds, the increased
output should be even more considerable and the
incomes of the farmers much higher than at
present.

Wholesale and retail trade hrd a satisfactory
yEar, while the manufacturing industries main-
tained their position and showed signs of improve-
mont in the early months of 1960. Mining had a
r€cord year.

Building and construction suffered somewhat,
but not to the extent felt in 1958. .In that year
therE was a great fall from the boom of 1957,
but, although we have not returned to the build-
ing output in value terms of 1957,1959 was better
than 1958. Sonre indication of what is in store
in 19@,.can be seen.frorn the value of building
p:lans passed in Nairobi City. Although the annual
Iigures' for 1959 showed a slight decline, compared
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with the first three months of that year, the first
three months of 1960 showed an increase of 30
per cent. We realize that some of these plans
will not become buildings, but most of them do.

@ur exports showed a healthy increase of
d4 rnillion. Imports remained relatively unchanged,
so fri&t the adverse balance of trade on external
accoutt fell by f4,500,000. We were still import-
ing capital goods and producer materials as well
as consumer goods, and our trade position was
helped by the favourable balance of trade with
our neighbouring territories of Tanganyika and
Uganda, where we had a favourable balance of
some f7 million, which reduced our overall
visible trade balance to fl6 million.

During 1959 there was a slight increase of about
3,700 in the number of persons employed. The
increase in the Wage Bill was some f2 million
compared with 1958 and the total for the Colony
has been estimated to be of the order of f80
million. A Commissioner is examining the un-
employment position. I, personally, prefer to call
it the employment problem. tn the mod€rn
industrial state, paid employment is the normal
cr:ndition of the mass of the people. This is not
so ,in a country like Kenya where the whole idea
of paid employment only came into being during
living memory. In any case, the answer is to
increase the opportunities for our .people to earn
a decent living, whether through self-employrnent
or through wage-earning. That is, of course, cne
of the major objectives of the Government's
development plans and policies.

Our 'efforts in 1959 were successful and the
year was one of resumed $owth during which
the gross domestic product showed an increase
of 3 rL per cent at current prices. If we take only
the monetary sector, the increase was of the order
of 5 per cent. Allowing for population increases
and price changes, an estinrate of the real growth
per head-again in the monetary sector-was of
the order of 3 per cent, which compares most
favourably with 1958. when there was a slight fall.
The price level has, of course, remained remark-
ably stable, the Nairobi cost-of-living index being
only one-third of I per cent higher in February.
1960. than in mid-1958, about I per cent higher
than in mid-1957 and less than 5 per cent higher
than in mid-1956.

Turning now to 1960, I am advised that the
trend should not be very different from 1959.
Government expenditure, inoluding all public
activities. on capital construction, will .be running
at a high rate: in 1959 it was fl4 million. Our
agricultural production .and exponts should con-
ti{rue to increase. If prices rernain fairly satis-
factory, then total incorne from these exports
should also expand. It is thought that in the cash
sector the gross domestic product could increese
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by about 4 per cent during the present year. This
improvement, which is needed year by year if
we are to have those higher standards of living
and improved services for which everyone is
asking, will, of course, require political stability
and an econornic climate which will encourage
existing enterprises to conlinue their efforts and
investors to develop new projects. Talk of
".liquidating" large-scale "Farmers'^ will do no
one any good. Nor will such expedienh as putting
farms on a care and maintenance basis or
"mining" the land. What we necd in the way of
policy are measures which will encourage all such
farmers to continue with developrnent to their
own and everybody else's profit.

At the present moment some f40 rnillion is
invesled annually in Kenya in "gross capital
formation". This means that both for replace-
ment of obsolete equipment and build.ings, and
for the development of new land, the equivalent
of 2-5 per cent of the gross domestic product in
the monetary sector is uspd. Net capital forma-
tion, the amount spent on additions to our capital,
is possibly in the region of half the gross figure,
and o{ th€ total much is financed from overseas.
€5 milion of private money is invested annually
in large-scale agriculture alone and it is esscntial
that this should continue. The Govcrnment invests
very large surns in peasant agriculture. All this
investment rnust be continued if the income per
head is to grow at a satisfactory rate and to result
in a national income which will permit us to havc
those conventional necessities. which do not nrean
cigarettes and beer but schools, hospitals, roads
and other assets to future growth and amenities
for the well-being of the community.

Whilst I am still dealing with economic matters,
there are two other points to which I must refer.
The first concerns the al.legations that there has
been a fall in confidence and an outflow of capital
since the end of the Constitutional Conference.
Certain statements were made whilst I was in
London and a figure of f900,000 a week out-
ftow was mentioned. It was also suggested that
currency control might be introduced. At the
time I made what enquiries I could from thc
authori,ties both in London and in Nairobi, and
I was informed that there was nothing in the
situation to cause alarm. Snce I returned to
Nairobi I have been able to obtain further infor-
matiion on th€ subject. I was not altogether sur-
prised to learn that there had bern some outflow.
It is not unnatural, at times of change, for people
with liquid assets to transfer them to places
where they believe that they may be safer. I
was, however, also glad to learn that, as I had
expected from the infmmation obtained in
London, the figure which was mentioned was
highly exaggerated. I am also advised that the
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flow has eased up during the current month. Nor
is this the whole story. Throughout tte periqd
money for investment has continued to come iu
to the Colony and in to the EaSt African area
generally. Here again, the amount has probably
not been as great as in normal times which;
once more, is not surprising in a time of change
and uncertainty. The fact, however, that the flow
has by no means ceased-some of the sums
introduced are, I understand, of a sizeable nature

-shows that there are still people with faith in
our future.

To the extent that there may have been a net
outflow of capital during March, I think that it
may have been due not only to uncertainty as
to the future but to fears that some form of
currency control might be introduced. I said in
London, and I repeat it here, that the Govern-
ment has no intenlion of introducing any
measures which would impede the free flow of
capital between this Colony and the rest of the
sterling area. If people wish to transfer their
money from Kenya to London or to other parts
of the sterling area) they are perfectly free to do
so. I hope, however, that there will not be any
large-scale movenlent and, as I have already said,
my information is that the degree of outflow
which appears to have existed last month, has
now eased up. I shall. of course, continue to
watch the position and will inform the House of
any important changes.

It may be said that statements such as mine
are all very well now, but what of the future.
The fact is that, whatever the political complexion
of any future Government of this Colony may
be, our economy will remain very much depen-
dent on the rest of the world not only for its
development but for its very maintenance. Any
interference in thc free flow of money would, in
my opinion, kill not only development but the
economy itself stone dead. There would be an
end to everyone's dreams of a better life, of
more schools and an improving standard of
living. I cannot believe that any foreseeable
future Government of this Colony is going to
ignore these facts. I can, therefore, see Ro reaso{r
why anyone should have fears on this score, now
or in the future.

My other point concerns the Fiscal and
Economic Commission which is to examine the
East African comrnon . market arrangements,
together with those for economic co-ordination
between the Territories and for fiscal uniformity.
The Commission has been directed to pay special
atiention to the measures for facilitating inter-
territorial trade in local products and to devolop-
ing local industriee in East Africa; to those for
securing uniformity in fisca.l and financial matters,
including the allocation of customs, excise and
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[The Minister for Finance and Developmentl
income taxes between Territories; and to the
provision of revenue for the East Africa High
Commission. They will consider the advantages
and disadvantages of the present arrangements,
whether they are economic and fair to lhe
interests of each Territory, and they will make
reco m mendat io ns.

The Commission will begin its work fairly
soon and it would not be for me to attempt to
anticipate its findings. All I would say is that I,
personally, am a convinced believer in the value
to us, and to all the territories of East Africa
of the common market. So far as Kenya is
concerned, the figures which I have already
quoted, and to which reference is made in the
Economic Survey, speak for themselves. I do not,
'however, believe that our gain is anyone else's
loss. I believe that the common market is a

stimulus to production and to trade throughout
the area of East Africa, and that all territories
benefit from it. It is my view that, if in the past
we had had the misfortune to be "balkanized",
each of the territories would have been poorer
in their economies, quite apart from the cost of
administering separate customs and income-tax
administrations. I would, therefore, regard the
maintenance of our common market as being of
the utmost importance to the welfare of us all.

I shall next deal with the general capital and
development position.

At 30th June, 1959, there was a deficit of a

little over f4,560,000 in the Development
Account financed as to .€2,400,000 from Revenue
Account and Tax Reserve Ccrtificates and as to
the balance from short-term borrowing including
internal borrowing from the Covernment's own
resources. The revised estimates of expenditure
for 1959/60, given in Table III of the Develop-
ment Estimates, total fI0,259,000. This figure is
based on the revised estimates submitted by
Ministries. However, on the basis of the experi-
ence of previous years, and the actual issues made
from the Exchequer by the end of March, I
regard f9.6 million as a more realistic figure for
actual expenditure in the current year. This expen-
diture will be covered almost in full frorn loan
funds raised during the year, or fronr other
receipts.

The loan funds' figure of f6,225,000 includes
f4 million of exchequer loan money, and the
"other receipts" figure of f2,970,000 includes
f800,000 surrendered from the sugar equalization
fund. I propose also, as I foreshadowed in the
debate on the speech from the Chair, to authorize
the transfer to the development account of
Il million, being the bulk of the surplus of alnrost
fI,150.000 in the Colony exchequer at the 30th
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June, 1959. This will cover the allocation of
f750,000 for public works non-recurrent in the
1960163 Development Plan. There will also be
{250,000, of which I propose that f100,000 should
be used to increase the target for the number of
families to be absorbed into employment in the
Covernment's forest estate under the supplemen-
tary forest scheme from 5,000 families to 6,000
fan'rilies. The remaining fI50,000 will reduce the
"capital gap" on the 1960/63 Plan to approxi-
mately f I million.

The 1960 l6l Development Estimates total
nearly f 10,128,000. The details of the various
projects are set out in Sessional Paper No. 4 of
1959 160. Over 65 per cent of the expenditure will
be on economic services, particularly agriculture.
I am convinced that the Government is right in
the emphasis which has been placed in the pro-
gramme on the development of agriculture. This
will make the most immediate impact on the
national income by encouraging the growing of
an increasing acreage of cash crops for which
markets can be found at profitable prices. It is
only by an increase in the national income that
the country will be able to meet the ever-
increasing demands for improvements in the less
immediately productive social services-in parti-
cular. in the field of education.

Included in the Development Estimates is
1300,000 for loans to African farmers and
f300,000 for feeder roads in African areas. Last
year, my predecessor referred to the discussions
which had been opened with the International
Bank for Reconstruction and Development to see

whether they could make available on a loan
basis funds for this purpose. As honourable
Members are aware, my colleague, the Minister
for Agriculture, and I, and you, Sir, have recently
been having talks in Washington about these
schemes. The total project will cost some f.6 mil-
lion. of which f2 million will be for agricultural
credit and feeder roads in the areas of high poten-
tial, during the currency of the 1960/63 Develop-
ment Plan. We hope to be able to provide some
f4 million from our own resources, including loan
funds and assistance from Her N{ajesty's Govern-
ment. I am happy to be able to say that, subject
to the approval of the Bank's executive directors,
which will be sought during the next few days,
and to the passage by this Council of the
Ordinance covering this borrowing from the
Bank, we have reason to believe that the remain-
ing f2 million will be forthcoming from that
source. This will make it possible for us to go
ahead with a much increased credit programme
for African farmers in the areas of high agricul-
ture potential and with schemes for providing a
greatly improved system. of feeder roads in these
same areas.
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The House may also be interested to know ihat

we told the Bank about the scheme for increasing
agricultural production which was referred to by
the Secretary of State during the Lancaster House
discussions on constitutional affairs. The Ministry
of Agriculture and the Treasury are stitl working
out concrete proposals in connexion with this
scheme and until this has been done we shall not
know to what extent, if any, the World Bank
will be able to participate. I can, however, assure
the House that the preparation of the scheme is
being treated with the very greatest urgency by
all concerned and that I, personally, feel con-
fident that funds will be forthcoming from one
source or another to finance a worthwhile project,
of benefit to farmers of all races who are pre-'pared to press on with the development of their
Iand.

In addition to the projects in the Estimates, it
is expected that at least Il million will be spent
on the f4 million Contractor Finance Road pro-
gramme. A further project, not included in the
Estimates, is the Nairobi City Council's
f I.5 million Contractor Finance African Housing
Project. This project also will get under way in
l96ql6l, and total expenditure by the Govern-
ment and the City Council combined is likely to
be at a higher level than in any previous year of
Kenya's history. This will make a notable con-
tribution to employment as well as to our housing
resources.

As I stated earlier in my speech, expenditure on
buildings will be running at a high level, and will
absorb to the full the capacity of the Ministry
of Works.

I also referred at an earlier stage to the
employment problem. The Development pro-
gramme was examined several months ago with
a view to seeing whether, by including in the plan
some of the proposals of Ministries which had
had to be cut out in order to bring the total of
the Programme within the funds likely to be avail-
able, further employment could be created. The
enquiry showed that an adjustment on these lines
would not be likely to improve the position,
since it would involve cutting out more im-
mediately remunerative projects for others of
more doubtful or longer term econonric value.

There is, however, one project in the plan
referr,ed to on page 46 of the Sessional paper-
namely, the Supplementary Forest Development
Scheme, which is a scheme specifically designed to
reabsorb landless and unemployed persons on
new forest stations. Some 4,000 families have
already been absorbed, and the money provided
in the Sessional Paper is designed to incriase this
number to 5,000. As explained earlier, I am now 

,

proposlng. at a cost of about f10O,000 to bc
found from last year's revenue surplus, to raise
the target still further to 6,000 families. For pur-
pose of comparison, the House may be interested
to know that it would require a special building
project costing about f300,000 to employ 1,000
workers even for a short period. Far more than
f300,000 would be needed to employ the same
number on roads.

The problem of financing a development pro-
gramme of over flO million during the coming
year will be formidable. It will be necessary to
borrow----either by way of exchequer loan, by
public issues on the market or from short-term
sources-a further f6,500,000 during the coming
year. It will not be easy to obtain all we need
by excheque loans and public issues on the local
market-particularly bearing in mind that it will
be necessary for the Government to convert or
repay in June, 1961, the 4 per cent local loan of
f2,925,000 raised in 1954. I am confident, how-
ever, that it will prove possible to finance in one
way or another the expenditure shown in the
Estimates, and that this ambitious programme is
fully justified and entirely necessary if we are to
secure that growth in the economy of the coun-
try which is essential to our economic progress.

I am also confident that we are wise to plan
for total development expenditure of some f27
million during the period 1960 l63.It is true that
finance will not be easy to find-it never is-but
it should nor be impossible. It is also true that
additional loans involve additional debt charges.
But, as the economic story for 1959 shows, they
also generate more income. The fact is that
countries like ours must develop or stagnate. In
spite of all the difficulties we have been through,
wise development expe nditure in the past has
nrade it possible for us to sustain services of a
scope and standard which would not have been
thought possible even ten years ago. There may
be risks in continuing to plan for development
at the same rate in the future; but I think the
House will agree that the risk of not doing so
would be infinitely greater.

Before proceeding to the recurrent Budget, I
have one further thing to say about development
finance. It is always desirable that some part of
any capital programme should be financed from
recurrent revenue if that is at all possible. At
present we cannot do this by provision in
Estimates. Prudent financial management will.
however, tend to throw up small annual sur-
pluses. Such surpluses are needed in the early
months of each financial year to cover the normal
excess of exchequer issues over receipts in that
period. Subsequently, I believe that we should
transfer them to capital account. We shall do this
as to €l million this year and I would hope that
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similar action would be possible in the future-
though the amounts might well be less.

I now turn to this year's out-turn and to the
Estinrates for the coming year and, at this point,
t shall-as has been done in previous years--
set before the Council the pattern of nel
expenditure covered by the total figure of
f-32,O14,675 in the printed Expenditure Estimates.
There is, in fact, little change. Basic adminis-
trative services, law and order, defence and
revenue.collection still account for about 34 per

cent. Economic services, which include roads,
water wsrks, agricultural services. forestry, game

and fisheries, lands and mines, commerce and
industry, account for some 15 per cent. The social
services take up about 25 per cent (of which the
bulk-nearly l9 per cent-is for education). Fin-
ancial charges of a recurrent nature-public debt'
pensions, and paymeDts to local authorities-take
up nearly 18 per cent. The remaining 8 per cent
is taken up by various general and ancillary
services such as public works and printing'

I would also, at this stage, refer to the tables of
com.parative expenditure and revenue over a four-
year period published at pages (vi; to (viii) of
the introductory pages of the Expenditure
Estimates. I hope that Honourable Members will
find these tables of some value in viewing the
Budget in historical perspective. It is intended that
they should become a regular feature of our
published Estimates and that the perspective
should be lengthened in due course to at least
five years.

With regard to the current year, the original
Extimate-including emergency expenditure-was
f.32,325,52O. There will be savings of 1408,349
on our contributions to the High Commission, it
having been agreed that Kenya's surplus balances
with the High Commission should be reduced to
f 100,000 by the 3fth June. 1960. The Payments
being made to the Higfr Commission this year
are being reduced with this target in view. There
are also likely to be savings of approximately
f153,000 in the Public Debt Vote. These arise
because, when the Estimates were prepared, it
had been anticipated that half-yearly payments
would have to be made on exchequer loans
obtained from Her Majesty's Covernment. In fact,
payments are to be made annually, and not half-
yearly, and, this means that no payments will have
to be .made in the current financial year on
exchequer loans obtai,ned during the year. These
savings will be pa,rtly offset by the need for sup-
plementary provision on a number of votes.
Although, however, after allowing for all savings
and Supplementary Estimates, the total revised
Estirnate wiJl be sorne f.32,175,000, I do not, in

fact. anticipate that actual expenditure will exceed

f32 million.

The revised Estimate of Revenue for the current
year approximates very closely to the original
Estimate. I have no reason, at this stage, to revise

the original Estimates for Custpms and Excise or
for Income Tax, and an anticipated shortfall of
some f 180,000 in collections of graduated personal
tax will be more than covered'by increased extra
exchequer receipts. The revised Rev€nue Estirnate

-as shown in the statement on page (viii) of the

Estimates presented to Legislative Council-
exceeds the original Estimate by L37,287.

The Estimates, as presented, envisaged a surplus
of f68,266. ln view of the savings that have been

made on our contributions to the High Com-
mission, and on the Public Debt Vote, I shall be

disappointed if we do not have a surplus on-the
yeai of about f430,000. As Honourable Members
will see from the financial statement, this will
mean with the unspeot balances of f229'000
brought forward from 1958 159 the overal'l
balance in the Colony Exchequer Account
at the beginning of the t960/61 fioancial
year-after allowing for the transfer of ll million
io Development-will be approximately f800,000.
This represents less than two rryeeks' revenue and
is a very smalt reserve to hold against the excess

of expenditure over revenue w-hich, as I have

said, is normal during the early months of the year

and to meet possible shortfalls of revenue or other
unforeseen contingencies which may arise during
the year. Ultimately I would hope to be able to
transfer the bulk of it to Development AQcount.
But that will dep'end on the circumstances of the
coming year.

The present year is the last in which we shall
receive assistance from FIer Majesty's Govern-
ment towards Ernergency expenditure and it
may, therefore, be of interest if I indicate the
amount of total expenditure on the Ernergency
for the period from 1952 to the 30th June' 1960.

The total figure is likely to be {57,185,424. Of-

this, f25,050,000 will have been m€t by grants

fronr Her Majesty's Government; 16'050,000
by interest-free loans, which we shall before
long have to begin repaying; and no less than
126,08,5,424 from our own resources.

As explained in the general memorandum
note printed on page (v) of the 1960/61 Esti-
mates, estimated expenditure in 1960/61 re-
presents a net reduction of f3[0'845 oe the
provision made in the current fir'rancial year.

Lut-after allowing for the reduction in expendi-
tur;e previously rnet frorn the Enrergency
Fund from ft,500,000 to 1514,000, and after
taking credit for the generous docision of
Her Majesty's Governrnent to relieve us of
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responsibility for the recurrent cost of the East
African Land Forces, for which f 1,128,000 was
provided in the current year's Estimates-there
is a true increase of some f 1.9 million. On the
great majority of votes there has been a virtual
standstill. The increases fall into four main
groups.

'First, there are the increases in public
debl in pensions and in local government con-
tributions-mainly statutory-which may be
regerded as commitments, and unavoidable, and
which total some f550,000, and which are likely
to rise still further in future years. In particular,
the annual increase in public debt will-if we
carry on with our necessary but ambitious
Development Programme-exceed the increase
shown in the I960/61 Estimates of ,€341.000.

The next group is the social services. Thc
increase on education and health totals over
1650,000-ignoring the provision for passages.
The net increase of ovcr f530,000 on education
is a formidable figure which we could not have
found but for the decision of Her Majesty's
Government to relieve us of the recurrent cost
of the East African Land Forces. I am f ully
conscious of the need not to abandon our pro-
gramme for the improvement of educational
facilities, particularly in African education, and
particularly at the intermediate and secondary
stages. It will be noted that the increase in
1960 l6l for commitnrents and for social services
totals over fl.2 million. We are likely to be
faced with a similar or increasing bill in future
years. This bill can only be met from an ex-
panding economy-if the improvements in the
health and education of our people are reflected
rapidly in greater productivity in all sectors of
our economy, but especially in our agriculture.
We cannot expect Her Majesty's Government t<t

take over a large portion of our cxpenditurc
every year-nor, indeed, must we forget that thc
day may come when we shall have to resunte
responsibility for the cost of our own forces. It
cannot be said too often that. while the outside
world will help us to develop our resources by
grants and loans of money and skilled man-
power, no one owes the people of Kenya a living
and if we are to progress we can only do so
through our own efforts.

The increase still to be explained is f700,000,
of which nearly f100.000 relates to passage
costs. In accordance with my undertaking last
year, I have had the passages vote split up
amongst the services to which it relates. This
has, as I suspected it might, led to an immediate
increase in tolal provision-instead of one mar-
gin there are now several. The total may not,

-To rHE ,LrcrsLlrrvr Courc.rr- ox 27rx ApRrL. 1960

however, be spcnt and I am sure that we shall
have greater control in the future.

Of the remaining f600,000, some fJ77,000
relates to my third group, namely, administra-
tion and the maintenance of law and order.
These increases are explained in detail in the
memorandum notes on the Chief Secretary's
Vote and on the Police and Prison's Votes.
I am hopeful that we have now reached an
establishment and a level of expenditure for
these services which can be held in future years.

The remaining increases, which constitute the
last group, total some {223,000 and relate to a
number of miscellaneous votes. f63,000 is for
the Ministry of Local Government, largely
arising out of the ministerial changes that have
taken place, but including an additional {15,000
for the relief of distress; f50,000 is for the
Ivlinistry of Tourism. Game, Forests and Fisher-
ies. and includes f24,OOC for anti-poaching
measures and f10.250 required for the take-over
from the High Commission of the Lake Vic-
toria Fisheries Service; f49,000 is an increase
in our contribution to the High Commission,
of which nearly half will be required for the
East African Dircctorate of Civil Aviation and
the E.A. Meteorological Department, and arises
mainly because of the taperilg of grants
received from the Ministry of Civil Aviation
in the United Kingdom; the greater part of
the balance relates to some necessary strength-
ening of the revenue-collecting departments--
namely, the E.A. Customs and Excise Depart-
ment and the E.A. Income Tax Department.

Lastiy, the increase under the Ministry of
Agriculture totals 142,000. This is almost fully
explained by the need to .provide 140,000 to
subsidize the price of local rice. The cost of
this rice subsidy will be more than fully offset
by revenue obtained from customs duty on
rice imports. The only other signiflcant increase
is on the Ministry of Labour, and includes the
provision of a new post of officer-in-charge,
employment scrvices, and some strengthening
of staff at labour exchanges.

I fecl that, at this stage, I should again make
it clear that it is unlikely to be possible-on
the basis of tlre forecast of the probable
growth in the national income given in the
Economic Survey-tb finance in future years as
large an increase in expenditure as is contem-
plated in 196016l. In fact, it will be necessary
to hold the majority of votes at approximately
their present levels. and to cover the need for
additional provision for increments and other
adjustments by administrative economies. This
applies to levels of pay as much as to arfihing
else. The Covernment has always recognized
that selective salary adjustmexts may be needed

7
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[fhe Minister for Financb and Developmentl
to assist recruitment or to retain the services
of experienced staff. This still holds good. It
is also probable that we may have to look in
a more general way at the relationship between
the remuneration of our civil servants and that
of comparable employees in the field of recruit-
ment. As the Economic Survey shows, however,
the cost of living has been stabilized over the
past three or four years. In these circumstances
any general upward movement of salaries would
appear to be unjustified. It would also have most
perious economic and financial consequences.
Our total salaries bill, including Develop-
ment, is now about fl8 million and even a 5

per cent overall increase would cost some

f900,000 involving cuts in services or increased

taxation, or both. It must, therefore, be recog-
nized that, however distasteful the fact may be,

we cannot afford general salary increases and
that, even where adjustments are unavoidable
because of market considerations, they can only
be granted to the extent that the country can

afford to pay.

I turn now to the problem of financing the
overall net estimate of f32,014.000. The Revised

Estimates of Revenue for 1959/60 total
f30,831,000 and there is, therefore. an additional
sum of f1,183,000 to be found in 1960/61 in
order to balance the Budget.

Revenue receipts from all sources other than
customs and excise and income tax in 1959/60
total some f6,580,000. We are likely to receive
an additional amount of approximately f203'000
from these sources in 1960/61. I need not go

into these items in detail, but I expect that we

shall receive an additional f75,000 in land
revenues largely as a result of the revised valu-
ations of land, and an additional f90,000 in
interest on loans made from Development
Funds. There will also be a small increase in
receipts from graduated personal tax.

This leaves an additional amount of approxi-
mately f I million to be produced from our
main standbyes-namely, customs and excise

and income tax. In spite of the increase in the
national income set out in the Economic Survey,
which amounted to some 5 per cent in the
monetary sector in 1959, I do not anticipate
that income tax receipts in 1960/61, at present
rates of taxation, will exceed the 1959 l60
estimate of f10,550,000. The reason for this is

that the 1959 160 figure will be swollen by the
recovery of arrears from previous years, and
actual collections in 1960161 are likely to
approximate closely to actual assessments on
the year of income 1959. Actual assessments on
the year of income 1958 will total only about

f l0 million, and I do not anticipate that assess''

ments on the 1959 year of income will exceed
t10.5 million.

I feel, therefore, that I anr being reasonably
optimistic in forecasting receipts of f10,550,000
from income tax in 1960/61. The estimate for
1959 160 of customs and excise is I13.7 million'
and is likely to be achieved. The Economic
Survey forecasts a rise of approximately 4 pet
cent in the monetary sector of the national
income in 1960, and it would, I feel, not be

unreasonable to estimate that there will be a

corresponding rise of about 4 per cent-or
I550,000-in receipts from customs and excise
at the present rates of duty in 1960161.

8
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SECRET I

HONOURABLE ]"IE}/IBERS W]LL HAVE NOTED THAT, GIVEN TIiE

EXPENDITIIRE PROPOSAIS CONTA]IVED IN THE ESTI}4ATES OF RECIIRREMI

EXPENDITURE AND TI{E REVENUE FORECAST WII]CH I HAVE JUST GIVENg liJE

SHOUTD BE FACED WIT}I A DEFICIT IF E)ilST]NG LEVELS OF TXXATION I,{TNE

T0 BE IIAIIi"IAINED" AS THE HoUSE IS AWARE, I D0 NoT BELIEVE THAT A

POOR COUNTRY L]KE KENYA CAN AFFORD THE LIIXURY OF DEF']CIT BIJDGETS.

BEF0RE, HOWEVER, DEALING V,trTH I{y PRoPoSALS FOR CLoSING THE GAP) I
HiTVE TO PROPOSE A NUMBER OF REVENUE CHI.NGES }ffIICH A3E DESIGNED NOT

T0 PRODUCE ADDITION/iL IIONEY FOR T}IE EXCI{EQUER BUT T0 ENCOURAGE 0R

PROTECT IOCAL INDUSTRY OR TO RECT]FY ANOi\4ALIES OR TO CIOSE TOOPHOLES

IN ollR sYsTEl{ 0F REVENUE CoLLECTIO}I. I WoULD, AT THIS STAGEe /rSK

i\m,. SPEIiICIR THAT, IN ACCORDANCE WIT}I 0tlR USUAL PRiICTICE, THIS SPEECH

BE TllI(Ell lrS NOTICE 0F MOTION T0 BE PL/ICED BEFORE THE COI\{}{ITTEE OF

ltI/rYS /iND I,EliNS DEITLING WITII TllE ltEl;StlRES I /il,l NOW PR0POSING,

I FIRST DE/.L WITH PB0TECTIVE I\EASIIRES " THE DUTY 0N T0I4/rT0

PlrRtrE IS .(|T PRISXIIT 22i0" TliE LOC.fi,l-, TOI{/.TO PUREE INDUSTRY PROCESSES

/. V/:,LU/.BLE C/"SH CROP lrND IT IS ESTI}{i'.TED TH..T IT C/iN PR0VIDE FOR THE

FULL REQUIREIIilNTS 0F THE EIST .l,FRICi,iv TERRITORIES I]l /. QU/TLITY

SUPERIOR, BY r:,NILYSIS, T0 TH;,T 0F COMPETING IMPORTS" IN DUE COIIRSE

THERE VIOUID StrEiU TO BE NO REASON lJi[IY TI{E ]NDIISTRY SHOULD NOT EXP/.,}iD

INTC THE EXPORT }4/GIGT i.ND THEREHT PROVIDE ii VERY USEFUL 0UTLET FOR

i- c.'.sil cRoP. rT fs, HourEVER, NECESS/8Y T0 /.ssrsr THE TNDUSTRY r0

C-PTURE TIE INTERNi-L I\,IIS]GT. T}IE IOCAL PRODUCT ]S NOT SUFFIC]EI.ITLT

1iINL.I,-}CVO}IN TO /.CHItrVE THIS. }/ITH THIS Ii\J VIEW, I }IOW PROPOSE TlliT

TI{l DUTY BE TNCREi"SED T0 107,1 lrD V/,LoREL{, TIirS TNCRE]:SE WILI, i.T THE

V'IORST, I{/.Vn /. NEGLIGIBLtr UFVIi.P,D trFFECT 0N HOUSEHOLD EXPEI'IDITURE,

l{Y }IEXT PROPOSIL /,FFECTS FOOTllEi,R" THE DUTY 0N B00TS r'rND

siiOEs rs i,T PRESENT sH,L/50 pER p/,rR 0R 22)o ID VALOREM. I PROPOSE

T0 INTRODUCE r; NEIlrl Ti.RIFTT ITEM UNDtrR l/l{ICH T}IE SPECIFIC DUTY 0\T

FO0TWE/fi, EXCLUDTNG FooT}IE/,R WITH0UT UPPERS /JTD EXCLITDING FooT}IE/"R

}IITH UPPIF'S OF COTTO}I ;ND S0LES 0F RUBBER 0R ROPE e r.ND /.LSO EXCLUDIIIG

t
t.
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SDCRET II

CHILDREIVTS F00Ti,'lEi.R, SHOIIID BE SHS "5/- PER P/iIR, TllE i.D VIIOREM

DUTY VIILL RE],!:Ii\i /.T 2215" MEMBERS idILL HJ.VE }IOTED THI,"T THIS CH/NGE

IN DUTY WILL ONLY /J'FECT LDr'.THIR B0OTS /.i{D SHOES }IORN BY r':,DULTS "

SIMILi&LY, I PROPOSE TIil.T THE SPECIFIC DUTY 0N IMPORTED LEiTTHER FOR

BOOT i.ND SHOE UPPtrRS SHOULD BE ]NCREI'.,SED FROM 

'O 
CENTS TO 75 COITTS

pER SQU/fiE F00T, THE oBJECT 0F TITESE CIU,NGES IS, FIRST, T0 PRoTECT

THE I4/.NIIFTCTIIRERS 0F LE/.TI{ER FOOTWEi."R IN THE I{EDIUIvI IND LO1ttr GBTiDES

0F SHOES ,.iVD, SECOIVD, T0 PROTECT OUR IOC/.L Tr'.NNERIES " *S I'{EMBEBS

KrIO!tr, Sl,l/,LL COBBLERS IU,VE BIIEN EhICOURI"GED T0 EST/,BLI$H COTT/iGE

INDUSTRIES USING LOCAL LEITHER. I/,IE I{/-VE itsO, FOR l. IONG TIME2 }I/.D

S}LT.LL SHOEIvI/,KING ESTIBLISHMENTS lt'i Tifl COLONY, r.LL TI{ESE VIILL Btr

PROTECTED IGIINST THE IMIPORTATION 0F CHELP r:.ND SHODDY F00TWE/.4 Mi.Dtr

0F LE/.TI{ER. SII'ICE l^I}L-T .,RE C0I440NLY IilOWIV ;,S 'TTICKIES'| i.Rf,

nxcLuDED e .,s r'.3E CHTLDREI{ ' S SHoES, THCSE ME}4BERS 0F THE CoI\0IIINITY }ffio

Ci"li 01{LY I.FF0RD RUBB,IR-SOLED SH0DS ldITIi COTTON UPPERS WILL NOT BE

/J'FDCTIID BY TI1IS C}U.iVGE. I\iOR WILL THOSE ItrFIO IL.VE T0 PROVIDE SH0ES

FOR GROI,JING Ci-tItDRXN, Fli'ItLLy, Fi.SHION F00T1,'Ei3 0F THX BEST QU/.LITY,

I,',[{]CH H/.S STILL TO ts1l IMPORTED, I/IILL 1T0T 3E iF!'ECTID 'SINCE THE DUTY

Cl{ II-IE i'lOST EXPEI,ISIVD GRJ,DE,S l{ILl CO]tTUIlli I0 E; ;iSSESSED Oi'T

,.P V*fOP,-Ult Ri.TlIS "

ti.ST IEI.R, iiEl/i DUTIES Oir r'. PROTDCTIVD I{*TLII1D ll,,ERI

Ii\TTFICDUCED FOR Ei\TIymL H0LL01,i;;'fiE. TIlr--rSi DUTIIIS ..PPE,-R T0 IIi,VE GIVEI{

I]TTFECTIVtr PROTDCTI0i{ TO OUR LOC].L INDUSTRY, ll0i1, ILISTEID 0F TItrl

]i{CR[j.SX 0F REVENIIE }IHIC}I liiJ"S iIVTICIPITIID l}tr L.-ST YEJ.RTS tsiIDGET,

Ti{DRE ILa,S, I1'l FICT, BEXII l. COlilSIDERi.tsLX Fi;Ll, 0l'lD DISJ.DViI{TJ"GE 0F

Ti-iD R..TIiS II{POSED L.,ST )IEI.R I,'/iuS, HO1^/EVI]P,, TIii.T TI{EY l'iiRll l.T THji Si-lvfil

LIVsL , 5) CINTS, IroR i;LL SIZES OF CUPS, }4UGS, PL;TES i'IID S;.UCjIRS '

,SIMIL;^P,LY, TI{i R/.TES lrOR CTi{ER TYFXS Otr EIL.}[DL I{OLLCI;U.RE i'.rER! FL/.T

IiJ.TsS ]RR]ISPECTIVtr OF T}E STZI OF T]IE ifiT]Ct]] ' ]T IS }IO}J PROPOSI]D

T0 PRCVIDI; DItrFEREIIT LtrVtrt3 OF DUTY FOR DIFFXRIIIIT SIZIS OF r.RTICLll.

THi Rl.TlI FOR Ti{tr S}{i.LLEST SIilS OIf CUPS, iruCS, PLi,TiS r.}lD Si:'UCERS
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SECRET III

WILL, FOR ITiST/.NCtr, BE ONIY 25 CTMTS JIS iGi']NST THE PRESENT 50 CENTS"

THE trXISTING Rr',TE WILL CONTINUE TC /IPPLY FOR lEDIUl,l-ST,ZDD TBTICLES,

I^tiIlLST TTIE LTGGER oNES I^IILL PLY 75 CENTS, SIMIL/,R r'.DJUSTMENTS I,'IItl

Bll }f/.DD IN RESPECT OF B/'SINS i;ND BOWLS liIliERE THE EXISTING SPECIFIC

R.'.TE IS 75 Cpi'ttS. THE SPECIFIC RITE ON STEWPihiS, SI.UCEPINS /,ND

C.:SSERoLES WILL REl4/i"IN i.S /.T PRESEIIT SH,L/25 " THE r.D V/iL0REM Rir.TE CF

3)70 lfiILL iLS0 REI,I/.IN Ul{CHt}lGED. THIS IS NOT i:. REVENUE PROP0S/'L /.ND

IT IS DIFFICULT T0 SIY liIL.T THE E)U.CT EFFECT WILL BE IN TERIIS OF

REVEiWE. fN VIEW, HO!,fEVtrR, 0F THE SUCCESS 0F THE I\Er;SIIRE 0F

PROTECTION /iLREi.DY /.FFORDED, THtr FIIIINCIi.L EFFECT IS UNLIITELY TO BE

IPPRECL'.BLE trITHilR !/l;Y.

I r'"}'i PRCPOSII{G T0 },Ii.iG i. S}{r.LL CH..NGE lN T;8IFF ITEM 5B(n)

BY PRCVIDING THI,T VI-STE i.ArD SCRTP l4ETr',L SH/-.LL BE II{PORTED FREE. THIS

WILL NOT ONLY /,SSIST LOCLL Ii\TDUSTRY ENG/,GED IN PROCESSING ,SCR/'P I'[ET/.L

BUT IIILL REMOVE .6.N /.NOMr';LY. THE LOCIL PRINTING INDUSTRY WILL BE

ISSISTED BY FIIRTHER CHi.NGES I^I}IICH I PROPOSE TO ],U.IG UNDER T;.3Itr,F

ITEJVI,S 68 .I.ITTO 136(a). THESE CH/.NGES W]LL E]{EMPT SENSIT]SED PL:.TES,

PRINTERS I INI(.DRYERS i.ND CORT/.]IV OTHSR CONSTITUEN]IS OF PRINTING ]NK

FROM DUTY. TIIE FINi^.NC1.{],L EFFECT 0F /.tL T}IISE }@T.SURES WILL BX

}IEGL]GIBLE "

T}18 Li.ST OF }TT PROTJJCTIVtr PROPOSiLS RELTTXS TO Ti]X

TNTRODUCTT0II oF /' IIEVI T/'arFF rrEM, L65 G) v TNTRoDUCTNG ii NEW DUTY otr

zzTi tstt cRoliIN coRKS " PREVI0USLY THESE V.rERE IMPoRTED FREE i.S PI.CKIi\G

I{.-TERIILS " T}IE NEVI DUIY WILL PROT.ECT CUR LOCAL CROV'IN CORI( INDUSTRY

..Gi.L\iST CUT-THROI,T COMPETITIOI'I I^JI{ICH O}ILY i30SE ffTER OtA INDUSTRY

C..I,0l IiiTO OPERITfON. I l,l{ INITORIvIED TFh.T TFIE LOCr,L CCMPI,IIY ]S C/rPiBLi

Ci? I'{EETING TID 1,'/H0LE E.-ST r'JRIC,.}l DE}4/.ND '

MY IIEXT SERIES OF PROPOSI.LS /.R8 0F i TDCIINICi.L NITIJRE. Tli.I

MORE ]MPORT/.NT REI,/.TE TO THE IMPOSIT]O]T OTI DUTY ON CtrRT.O,I}i TYPES OF

SnrTHITIC FIT3RE IdlIlCH r3E NOT CCVERED BY THE EiIISTING T/;RIpIr. TIIISe

l/.fl-IILE STCppIiiG A LOOPHOLE, WILL PnODUCE SlIlrtrIClSNT REVENUE T0 or,'trsET

DECREASES RESULTII\IG FRC]I PROTECT..Vi SASIiRES AND RELIEFS; THE

EXEMPTION FBOM DUTY OF I'OFF THE }IIGHWAYI' VEHICLES WHISH ARE I]SED

s.lctEI





SECRET IV
a

?RIl,fi;RILy FOR CCNSTRUCTIOi'[l,L WORI(; r" SIMPLIF]ED ]ffiTT{oD 0F PRCTECTING

THE IOCi'.L B0TTLtr-I4."KING IiIDUSTRY, WHILE LLLOldII{G FBEE IMPORT T0

B0TTLE,S Ctr il TYPE I,vTIICH i-RE MT MioE LOCi.LLY; l.ND THE EXEM?TION FROM

DUTY Otr CERTi',Ill SCIXIITIFIC, EDUCITIOIIAL i.iVD RELIGIOUS EQUIPI'IENT.

TIflRtr IS r,LS0 i. lru},tsER 0F I{INOR i-}ENDMENTS DELLING WITH NXhI TYPES 0F

BUILDING I\U.TERIi.L, CLIP BCLTS, 'rFLO;.Trr GU.SS, PBIZES r,ND /.WJfiDS, /.lJD

ROJ.D ilND TR/,FFIC SIGI'I I4r'.TERIi'LS" FIN/:"LLY, Tffi TiJRIFF ITEM RELi.TING

TO B.I.THS J"I\JD CTHER SA}IITJ.RY I,,,I/.RE ]S I.,J"DNDED SO TS TO EXTEND THE SCOPE

Otr TIIE EJIE}4?T]OI{ I'RCM DUTY TO i.LL /JTTICLES OF T}{IS }I/.TIJRE,

IRRESPECTIVE OF 1',IIIETIilR THIY i.RE I4J:.DE 0F E/.RTHEIII,,I/,R8, STONEM.RE,

.)0RCELI.IN OR ?LT.STIC 0R 0F r'.llY OTHER I,II*TERIAL. TI{E FIN/.NCIIL
WHICH MERELY MAKES IT UNNECESSARY TO FJ(TEND THE SCOPE OF THE ITEM EVERY

L,IPLICT.TIONS OF THIS ME.'.SIIRQ/r-RE NIL. TIME A NEW MATER]AL IS
INVENTED,

] NOI.J COIM TO T SERIOS OF PROPOS/.LS DESIG}IED PRIM]*fr,]LY TO

i.SSIST THX TOIIRIST IIIDUSTRY, THEY I/iILLe HOhrEVER, LLSO BENEFIT

RtrSfDEIITS OF lGlIYi'. r'"ND WILL SIM?LIFY THE I;DMINISTRITION 0F THE

CUSTOMS I TI,RIFF. T}{E FIRST OF TIflSE MEi.SURES RELITES TO CUSTOIVIS I

Ti.RIFF ITEM 144 C0VERING PI.SSENGERS I BLGG/iGE. I ?R0?0SE TII/'T THIS

IT.T}{ SHOULD BE REVOIGD J.I\TD REPI,J.CtrD BY T COI,IPLETEI,Y }IiW ITEM" THE

C'"BRI]\TT ITI}I !ji.S DRi.FTID IU.liY YE/fiS r.GO T0 I'IEET C0NDITIONS III TiiE

XiJtLY ?ICi\iEARIliG DI:.YS !{iitrll ],ir.}lY KII\DS 0F G00D'3 l,trERE NOT RIJTOILY

i.Vr.]L;BLE III TilE Sli0?S ,'-S TFIEY i3E TOD/.Y. COiISEQUENTLY IT REFLECT'S

itISTORy RJ.T}IEFT TI{AN ?nESE1,IT-D/.Y F/-C'IS. FOn Ert-}4PLx? rT PER},IITS

tsIlIOCUL/.IiS i.ND C/.i'tERiS Tt-' Bli BR0UGHT IIITC THn TtrRRITORY DUTY-FREE,

'/JTlILf CIIIE 
"RCJDCTOIiS 

i3E i;SSESSED TO DUTY, ;ORTi.3LE TY?EIdRITERS /.P'E

FRrtr, hiIiILi Ti.?E-RICORDERS LP.E DUTIi.tsLE. TI{ESE t}i0}{/.LIES i.R.E }101,1

tsEING RECTIFI]ID IJI F/.VOUR OIT T}iE TiJ?IYER. IT H/.S .IiLSO BtrCOME

I,iN-.REIiT TI{/.T T}IX CCNCESSIO}IS GRII'ITED BY THT PRESE}IT ]TE}{ ifiE TOO

LI1,{IT1D FOR CERT|Ii,I TY?rIS OF PiSSEI{GIR, ?i-RTICULi.RLY TOIJRISTS /J'TD

?80;LE /JIRIVIIIG T0 TI"KE U? RESIDEIICE IN IGIIY.,. FOR THE FIRST TII\8.

IIEU RXSIDEIITS ViILl, Iltr FUTURE, Bi iSSISTED BY BEING

;]:P.PIITTED TO ]}{?ORT Ii.]lIC TIfl TERR]TORY FREE OF DUTY iLL USED

[EJBET
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?IRSONIL /.},ID HOUSEHOLD EFFECTS, THEY WILT /.LSO BE IDERMITTED TO

IIVTR0DUCE FREE 0F DUTY ii M0T0R VEHICTE IJHICH THEy II/,VE

01dMD /.IID USED FOR .0'T IE/.ST .[. YE/n BETIjilEEN TIIE D/.TE ON WII]CH THEY

TCCK DELIVERY j.BROr',.D r'.ND TII0IR OWN /.RRIV/.L.

sucH ?EoPLE WItt, 0F coll'8sE, i{i.vE To BE

PRE;I8ED TJ ^ri'-Y DUTY lN iiNY GCCDS I,,rJTIICH THEY M/.Y SELI WITHIN TWo

YL"RS 0I" TIIX DJ.TE 0F II\'I?ORT/'TION. TI{EY WILI ILSO }U;VE T0 PRODUCE

ST.TISF..CTCRY ?ROOF OF TI{DIR PREV]OUS POSSEssIoN"

TOUNISTS IiND VISITI}IG BUSINESSMEN l,fIIL BE /.SSISTED BY BEING

PERI\flTTED TO INTRODUCE TREE OF DUTY i,LL T}IEIR REQUIREMENTS FOR

PERSON/.I /iND HCUSEH0LD USE DIIRIIIG THEIR ST/iY. mRU /.GAIN, OF COURSE,

TIiEY WILL III-VN TO Si-TISFY TI{E REVENUE OFFIcERS THjJ THE GOoDs

CCIICEBNED i-RE IP?RO?RIATX IN QU/rNTITY AI\ID KIIrD FoR T]IE FURPOSE OF

THE]R VISIT. T}IEY IdIIL /.LSC IU.VE TO RE-EX?ONT THESE GOODS OR PAY

DUTY ON DE?/JITURE.

AI{OTHER MEi.SURE DESIGI'IIID T0 i.SSIST TOIIRISTS REU;TES T0 THE

IM?oRT DUTY 0N BTN0CUL/fiS, TELESCo?ES, CLMER/.S /.IID FrtI4S " rr pBESElir

E;i,ST /J'RICI i"S ri. !ffi0U1 ITECEIVES S0ME f4o .OOO ir fE/'R IN DUfy 0N TI{ESE

ifiTICL;S" Ti{E KEi\l-I/. Si{i8E i{,-S BEEi,I ESTI}4r.TED .LT /.?-TR0XIMATELY

f1E,5cr:" r lioll ;B,o?osc TO rNTIlcDUcit I NEII TrnriF rriM; r40j,, ut\trDDR

1/'li{ICH /iLL THiSi TiRTICLIS I^/ILL BECr)i,E Ii"REE 0F DUTY. T}iIS WILL iyiT

,)iILY ..SS]ST TiiD TOURTST INDUSTRY ilUT }IrLL RXMOVtr /. TruQUENT SCURCE Jir

DISI)UT]J i}ID IRR]TI.TICJV ]}I Ti{E ilJ.IuI1'.I;TIOI{ OT tsi.GGAGE r-T PORTS cF

ENTRY. IT ldILL, CF COllRSXe r-LSO GIVE LOCr'L TRI;DER$;i'[ 0I)?0RTUNITY.-]F

INCRI/.SING THE SlIfi CIr TiIf,SE TJITICLES T0 VISIT0RS T0 THE CCLONr,

i. TI{IRD },tri.StlItE DtrSIG},I:]D T0 iSSIST THE TOIIRIST IIVDUSTRy

REL.,,TiijS T0 TI{E r"-DUlSSIOil CF iJtl',ls l;}lD /J04UNITI0I'I" AT ?RESENT, U}IDER

TiJirr,'F rTrl{ L66, RrFLis }fLy BE I{poiiTED IIREE oF DUTY By },IEI{BERS orl

B.IFLE J,SSCCIiT].)NS /-ND CLUBS SCLELY FOF. THE USE OF THEIR ME}{tsERS" ]
?RJ?OSI T]L/.T TI-I]S ITE}'{ SHOULD tsE REVOIGD /.}ID REPLACED ry OI{E UiYDER

IIJTIICI] i.LL r,-R16 JJTD i.l[{UN]TIt)}tr ituY BE I}{?CRTED FBEE. THE LOSS 0F DUTY

trN0i.{ TIIIS IIEI.SURD }IILI tsE SOI\M f3,OO] A YE/.R. I NEED i{/fiDtY SIrY T}].'.7

IT lr.rILL STILL BE I'IECEi3STGY FOR THCSE 1/.rH0 ldISlI T0 ?OSSESS /Jtl,IS .tI'lD

$.;-C-PflT.
a
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SECRET VI

/.IO,ILINITIJfi T'J CBT/.Ii,tr fr{E USUi.L LICEi,ICES.

it{Y NX,'(T PRC?ISIL h]}iICI-I RELT.TES T0 TIIE EXCISI TI,RIFF IS /rLSCe

TC .', L.RGE DXTItflI, I TIDYIIIG-U? I\E/.SIJRE" THERE ]S tT PRESE]IT I{0

?B'IVISION FOR TIIE II4?0SITION 0F /.Iil EXCISE DUTY JN L0CiiLtY l4/,,NtlFliCTlAED

WIIVE. f ;.M /.DVLS.4D Tjli.T TI1IS CI4ISSICI{ SIIOULD BE RECTIFIED. I PBOPOSE,

ItIEREtr0nE, T0 INTRoDUCE S?ECIFIC DUTIES /.T TTIE FoLL0WING R/,TES" 0N

STILL I/,rINE SFIS"6/- L G/.LLot'l r'.ND 0trl SP/JIKIING IJINE SIIS.LB/- /i GliLLoN"

THESE I,.i.TES /.nn [i?R0X]]{iTELy EQUrV/,LE}IT TC 75i; OF THE LOI/,IEST SPECITIC

R;T.E'S OF CUSTOMS DUTY ON E/.CH CLi^S'S OF II\PONTED }I]I$E. THE I},{POS]TION

OF r"N EXCISE DUTY VIILL luil,i(E I,IINE iJi ET.CISTiBLE /fiTICLE. IN THIS

CONIIECTIC)tr HONOIIiIi"BLE ME},ltsIiRS I/IILL I'IISH I0 KllOW TH/.T CONSIDER/.T]0N IS

SElliG GIVEN TC /J'trIIDING Ti{E EXCISE },1/-N,.GEtrmNT i,CT T0 ?ERMIT /,ND

CC}'NRCL THE I,.OIITIFICi.TIOI'I OF LOC/'LLY-}4/.DE WINES }/ITH SPIR]TS, .[,ND TIIE

MIiIING 0F IMP0RTED i;lID LOCALIY-]'4riDE I^IIIIES "

I NCti TIIRN Tc TliE ^rRO?OS/iLS 
DESIGI'IED T0 INCREASE THE

RtrVEJdUE.

FOR SoME Trl,tE r A.Vtr Ii/'D UNDiTR CONSTDERiTIoN THE /;DEQUACY 0F

Oln ?ItliSEltT /.-RRi;NGEltEltTS FL1R Tlciill T/,U.TICIT CF I4OTCR VEHICLES. THE

;iilvfiiui lriiOl.l TI{IS S,llIrlCX IS, Otr COILlSX e l:iY;0TilECr'iTED T0 TI{E ROr..D

i.UTJICR]TY ITON E,'"?.{NDITURtr ON OTIfr ROIJS" Ti{E ?RESENT POSITIOI{ IS TI{i.T

llCTiIt VEi-IICLtrS l,lITH trCUR Oil, 1[Ci],8 tr/l{EELS l,liifCj'. /.R8 ?0WERID BY ?ETR0L

r-tl ?/-iUD IN i. FULL YIi.R .LT i. MImIfJl4 R/"TE 0F f4 Fon TliE FIRST I5Cr) Lil3

f,;iri }.TEIGHT IIITi-I tll IlilCREi,SE OF fl fOR EVEI]Y IODITIONLL 2r0 LBS, T/Jill

I']IIGI{T 0n ?iJiT T-iIERll0i?" 'IItiSE IT,IES fitE DOUtsLED FOR UOTCR VE}iICLES

;l)!ruRiD H( IiITY iTT]EL CT}IEP. TI]"iJT ?sTROL. TiIEllE i.I.'IE SOIVtr OT}IER S?ECITL

TY;rES 0F VtrI'IICLES I,,iilOSE I'IUl4ilEilS j',-rRE, I{OI.IIEVJR, II'iSIGIVIFIC/.1'IT }'0n WHICII

lll;l-il.j'[C]lD LICI]ICE FE]IS /frE P/.Yr';BLE " ADDITI0I'[/.L C]{/.RGES iJlE i.LSO }l/"DE

ilOil ?UBLIC SLiiiVICX VEIIICLIS DE?EI\IDIIIG 0]l 'II{E l'lil}{tsER CIr ?I,SSENGERS

tr/lllCii TIIIIY CiJtRY. IU.LF ;IEiS dli CILJTGED I,'On TRAILERS, AM TBACTORS
USED FOR AGRICULTIAAL PI]RPOSES ARE CHARGED AT A F'LAT RATE OF f2 PER
;i\TNU}[. 1,{OTOR-CYCLDS ?AY I"N i.i'Ii'I-Ui;], L]CXiTCE FEI OiI SHS.3O/-

1,ifTi-iCUT SIDEC.jI ..i'{D SilS "4A/- }lIT}i SIDECJS. T}IESE LI:.ST RI.TES i:ND TI{E

MIIIII4UM itr.T.[ FOIi i"LL PETROL VE.'IICLES i{l,VE RlIi'{i.INED U}ILLTf,RED FOlt TIII

d-nr,f,m
D.lf Ull-rr I





SECRET VII

?i.ST 32 IIE/.RS. m{E DOUBLE RiiTE FOR M0T0R VEHICLES ?O}JERED BY OTIIER

FIIEL I/i/,S FIRST II4?CSED 20 lm/,RS /.GO 2 WHILE Ti{E INCREISE 0F tI IN TTIE

FEE FOR EVERY 250 LBS. T/.RE WEIGIIT D/iTES FR0M L952" tsEFORE TtiEN THE

INCREj,SE !,I,':.S SHS ,LO/- 0NLY.

FCR TIIE YEi.R L959, THE ToTI,L NUIAER 0F TICEI{SED M0T0R

VEHICLES Ill IGNYI, IItrCLIIDING I'{0T0R-CYCLES iLND TR/rItERSe W""S /.BOUI

78,000. 0F Ti{rs TOTIJ, 57,0c0 WERE ri'[ TI{E ],rG!{T vEHrCtE CLASS

I,,IEIGI.IING 4,COO LBS. OR IESS. Wf THIN TI-IIS CL/,SS IN T}tO FOUR ]E/JIS

tg56 Tc tgSg rNCLustvE, TlrE NUMBER 0F VEHICLES rN TIIE C/.TEGoRTES UF T0

j"l\ID INCLUDING 2r5OA LBS, TrJlE I,'Ii0IGHT INCRE/.SED BY 4Lt6. TH0SE IN ITIE

MIDDI,E Ci.TEGORY FRO},I 225AL LBS, TO 3,4OO LBS. II'ICRE/-SED BY 2I1[, T}IOSE

IN Tlm ffi/.VIEST CI.TEGCIiY FROlf 3 ,401 LBS. T0 4,000 LBS. DECRE/"SED BY

Lgr,6, IN TI{E ptST TI{REE ]IE/,RS, THE ToTAL NUMBER 0F VEHICLES REGISTERED

IMIIE COLOIW INCRE/-SjiD BY L/,"8/,, BUT, IN SPITE 0F TIIIS, ffiE IiVERIGE

RETITRN IiV LICENCE REVENIIE VIr'"S SIIGHTLY LESS IN I9r9 TA.N IN 1957.

THIS 13, 0F C0trRSE, DIJE T0 THE SIIING IiV RECEIW lmiJts T0WT|8DS LIGHTER

TY?E P/ISSENGER VEHICLES WIIICH IS iIiBDLY SIIR?RISING IN VIEW oF Tlm

GREi;TER trFFICIENCY t)F SM,'.LL I,tCDliRN C/GS C0UPLED WITLI ]HII GREII

Il'i;.'RCVilyiElII VfiICii iU.S T;ltll ?L:-CE IIT OIIR ROi.DS, I tdOULD LII(E T0 S/.Y

]I;T15 TIIT.T T}IIS I},I?ROVE}E1.IT NEFLECTS GRETT CREDIT CII Ti{E VJORI( OF JUIi

ilr)r.D r.UTIjOI{ITY t.llD OF Ti{E ROiDS tsiillIcH CF TI{E MINISTRY 0F VI0RIGS, fi'lD

I li.iCl TIIIS O?',0ItTUltrITY OF PIYIT'IG /. TRIBIIIE T0 TIIEIR EIi'F ICIENCY AliD

..;CTIVITY"

IT IS, 'JF COLTRSE, 0BVIOUS T-IL.T, iiS TllE TR/,I|FIC DEI\TSITY

]i.1.CRE/.SES /.i'TD HIG:IDR ROJJ STi.}TDJSDS /.R3 DEI"U-}TDED HT T}M },IOTORING

I]UtsLf C, MCRN I:NID MORE ]VICNEY IS NEEDED FOR THE I\,I/,INTENINCE i.ND

TIITTIRIfiI]1I OF OTIII RCi.D SYSTtr]{. tT CNE STi.GE IT fi/iS EXPECTED THr".T T}IX

}1Y;CTI{ECI:TED REVI]'IUfl VJOULD /.UTO}4J.TIC/'LLY TiiTE C/AE OF TiiIS.

-.!T1{Ii'ORTUI{TTELY, THX TIIEIID TO'I,IifiDS TI.JE ?URCHI.SE OF LIGHTER VEHICLES i-]/'S

I,';LSmIED TiIIS VIEI'I^ I CIIISIDXR TII/.T STE;']S IIUST M},l BE T/iIGN T0

IIISULr.TE TI-iE REVtrIlUE trR0}f LICEIICtr FIES /.GiiINST Tills TEITDENCY /.ltrD To

TIIY TO El{SImE TH:.T T}IE RECUP.REIIT REVtrNUE FnJ]'{ T}IIS SOI]RCE l'tCRE l{iifiLf

SJSBE.T-





SECRET VIII

IGE?S P/.CE I,'IITH TiIE INCREISIItrG TRII"FIC, I PR0POSE, THEREFORE, TI{hT

I,.I]TH EFFECT F'ROi{ T}IE 1ST JTIWifiY, L96L, THE I"IIN]MUM AN}trUAL LICENCE FEE

FOR ?ETROL ?OITERED \TEHICIES SHOUTD BE fB /.ND TH.'.T THIS SHOULD /iPPLY TO

/.LL SUCH VEHICLES 0F UP TC LND TNCLUDII{G 2 25OO LBS. TI'RE WEIGHT " I
/!TSO PRCPOSE TI.IJ;T lHE MINIMU]',I I]CE]{CE FEE FOR },IOTOR-CYCLES SHOULD BE

IIICREi.SED T0 !3 ?ER /.i'li\ruM WITFIOUT SIDEC/,RS i.lt[D TC, f4 PER /:.NNUM WITH

SIDEC/.P,S. TliE FEES FOR VEI{TCLES 0F 2r5AL LBS, T/ffE WETGHT /.ND /;BOVE

WILL REivU,IN AS l'.T PRESE^IL I i,M J.DVISED TI-U.T THIS I'[E/.SIJRE S]IOULD

?RCVIDE Ri;T}IER MCRE TiU-N f5A SCCO I'DD]TION/'L REVENI]E FOR T}IE RO/'D

i;iIIIICRITY IN /. FULL fEi.R, iJI /.DDITI0NT:.L /.DV/iltIfrlGE WILL BE TIIAT, BY

CIUfiGIIIG FEES r".T Olftr FLriT R/.TE trOR I'IE/.RLY .'{/.LF Otr r''LL THE VEHICLES

LICENSED IN T}II C0LONY, l;,rE SH/.LL CONSIDERT';BLY E/-SE TiIE /.DMINISTRTITIVE

T/SK 0F TliE LrCEl{SrNG .'-UT}I0RITIES, TI-IUS ENi;BlrNG GRE/.TER ATTENTIoN T0

BE PI.ID T0 THE CORRECT /uSSESS}{ENT 0F FEES FOR TI{tr VEi{ICL,ES OUTSIDE

TiilT GNOU?.

TIIE NEIf ARRT.NGEIENTS WILL Ii\iVCLVE /.tf INCRE/.SE 0F f4 IN Tm

LrcElicE FE.ES oF 3+% OF THE VEHTCLES rN TIm UNDER 2 r1OC LBS. TX.RE

}IEIGHT GROU?" T-I{IS IdORI(S .JLI'I /iT /.BOUT SH.L/5O A V,IEEK. L4% OF TT]F,

VEIIICLES IN TiE Sil,m GRJIIP lIIi,L BXtu1 iJI II'ICREI.SE rlF f3 IN FEES t 35)6

/ri,I I]TICFIEi.SI OT f 2 9 zofr T,T\ ]iTICRE;"SE OF f 1' TM 27*'6 W]LL BE/fr NO

INCF.E];SE /-T iiLL, TI]E ]I\ICREi.SED trtrN FOii i, }4OTOR-CYCLE WITFIOUT SIDECIi

wItL cosT 58 CENTS t IiIEEI(, I^IIIILE TI{i.T FOR i,IOTOR-CYCLES l/rITH SIDECi,US

WL,L CCST T]-IE I)Id"NERS l,I[ EXTRr'. 77 CENTS i, ]'IEEK,

I IIiVE AlS0 BOEj'I COI'ISIDEIiIIIG TilE T/-u"TI0iV CF ]l0T0R FUEL.

i.T ?RESEIflI rriilTRotr PriyS CUST0IIS DLITY i.T TiiE Ri.Til 0F 75 CUtmS l',^ Gr.LLOi["

IT i"LS'i ?iYS CONSUi\trTICIV Tfii rT TIII P./.TE 0f 32 CEUTS i. G/.ILON. TilE

?R0cEnDs 0F THE COiISUlrpTION T/.x, LfiG TiIOSE 0F THE VEIIICLE LICEiICX

FIES, GC T0 TIII} IiC/,D li,UIiI0IiITY. i\iO DIITY ,JR TiJI IS PiiID 0lI LIG}IT

DIIISEI OIL TlSijD IN I,IOT0R VEIIICLES. TIIESE VEI{ICLES, HOI^IEVER, /.S f }li.VE

li0TEDe ?r'.Y t DOIIBLE LICENCIiI FliR

Ifi NJ.IROBI ) i, G/'LLOi[ i]F ?ETP,CL IS ,.T PRESE]IT SOLD F-rF,

sHS. 3/6,t i.ND /. G/.LLOI,T 0F LIGIIT DIESET OlL IroR SHS. z/LB, I }li"Vi:]

flffiu-I
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SECRET IX

AIAEJ.DY S?3I(EI'I OF /. S}I]NG IN RECENT YE/.'RS TO},J/.RDS THE LICENSING OT'

LIGHTEA. TY?ES 01r VEHICLE IN THtr UNDER 4,000 LBS. TrfiE 1^IEIGIiT CLiSS /rND

OF TT{E JJVEBSE EFFDCT I.IH]CT{ TI-I]S Hi.S H/J BOTH CN THE CUSTOI'{S DUTY /.ND

TIIE CoNSUM?TION Tlfi REVEIIJE. TiIrS IS ILTUSTRTTED BY THE F/..CT THAT, rN

spITI OF THE INCRE/.SE 0F NELRLy L5i; IN THE NUMBER Ori' VEHICLES LICEIISED

rN TIIE COtONy BETI'IEEN Lg57 t,tID L959, THE iJtrERJ'.GE REVENUE IER VEi{]CLE

OBT/.INED I}I LlCE\TCtr FEES i.ND CC}.ISUMPTIJN Ti"x FELL FROM Si{S.358/6L TO

1{
sHS.334/86 OR 6.6ii. r /.M.{.DVTSED TFI/:.T 0rr THrs DRoP otr sHs.z3ftF PER

VEI{ICLE ?ER .INNUM, gl*i'l trI/.$ i.TTRIBUIABLE T0 PETROL CONSInI?TION T/-(

JIEVENUE. T}IfS Ci.}trNOT ALt BE /.CCOUNTED FOR BY THE I\TOVE TOI,.J/ADS SY/.LLER

CLRS. Ti-IERE FL'.S INDEXD BEEN t ?/.n/"LLEL M0VEI'mNT IN THE L/fiGER

VEI{ICLES FROM ?ETROL TC DIEStrL FrrEL. IN L954, ONLY LO/, OF t0RRlES AIVD

TRUCIiS 2 i,ND LSil OF 0MN]BUSES i.ND COIChES trIERE DIESEL CPERITED" IN

t9r9, Tffi FTGUIIES 1JERE 3rii iND 63;J nnspEcrrvElY"

I}tr TI'IEORY, THE DOIIBLE LICENCT,I FEE ?AID IN RES?ECT CF DIESEL

VEHICLES COI4?ENSi.TES FOR THE Fr'iCT Tii.T LIGIIT DIESEL OIL USED IN SUCH

VEHICLES P/.YS NEITIIER CUSTCMS DUTY NCR CCIISU]4PTION TlX. II'NFORTUN/iTELYI

TiiIS IS NCT BCRNE oUT ]ll ?BICTJCE. FOR INSTIiNCE, Tffi /.NNUAI LICENCD

FI]] FOI1 I' 5-Tt:N ?ETRCL LOiIRY fS /.BOUI f24, VJI-iEREI.S TTS DIESEL

C ITJNTERiTJ*RT Fr',yS r.BOUT t"52. TI-Itr DIFFERENCE 0F f 28 REPRESENT$ TI{E Ii'UIL

T/;I O1,I SJ}'M 
'24 

G/.LLCI'iS OF I)ETROL, I/E{ICH 2 /,'T IC MILES ?ER GiLLOI'I9 IS

TiiI EQUIV/.LEIVT OF 5 ,24C MILES. UP T0 TIIIS MILEJ.GE TIIE DIESEL VEIIICEI

CCI{TRIBUTES;S }IUCH r'.S, 0R }{ORE T}i/.ll, T}lE PETR0L VE}IICLE, Bffi

Tiiiiiir.FTllR Tm COiYTRIBUTIOII .3ECC]ES LtrSS i.lVD LESS tS T]IE i:'NNU/.L

MTLEAGE rNCR&.SES, I,trOT Jt{Ly, THETiEFORE' 1S THE PRESEiiT SYSTEM

1,EIG}ITED IN F/.VOTM OF T]]E JJE/.V]ER DIESEL \TEI{ICLE, BUT THE REVENIIE IS

NOT Rj]CEIVIIIG t CCNTRIBUTICII T0I/i/f,DS TIiE I/J,JJJI *ND TEi.R 0N TIIE RO/,DS I1{

?ROPORTIOII TC TI{i r,]liru/.L MILEiIGE RUN. FIIRT]IER, TI{E I{EiiVY RO/D USER

COImR]BUTIS Rf,LITIVELY LE'3S TFU.N, S/iYe i. F/.RI\mIi IdiIC NEEDS TC RUN l-

iiEi"VY VE;iICLE IN C0NITECTIJII IIlTI-i IJIS BUSIIiESS, BUT Wi{0 }'U'Y CCVER t

ItELi,TIVELY l0l.tr ]'trI,EiGE ?ER IN}IUIU.

SECRET
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SECRET

HERE, CLE/8LY, IS /. STITE 0F /JIF/iIBS WHICFI C/iLIS FrlR

i;DJUSTIETTT. I{Y SECCND MEliSUrlE, T}iEREF0ffi, TNVCLVES THE ]M?CSTTION 0F

i. CUSTO]'{S DUIY iJF 75 CNMIS PER GALLoN ON L]G}IT DIESEL OIL i.ND /.

CONSUM?T]CN T/J OF 35 CEI,ITS ?Er-l G/.LION J]V TIIE S/.}4E COMMCDfTY. I I'iLSO

?RC?OSE TIIT.T TIIE CONSUIU?TICN T/j( 0N PETROL Sru.LL BE R/.ISED BY 3 CENTS

;.ER G/.I,LON TO I. TOT/IL Or 35 CENTS PtrR Gi"LLOJV) SO TH/.T THE DUTIES i.}trD

Tr'JCES 0N PETROL r'JVD LIGIIT DIESEL OIL I,IILL Bli /"T EQUIV/.LENT R/.TES.

I IIIVE TVIO ]MPORTi.I'IT POINTS T0 l,lJ:IO FOLLCWING ON THESE

PRC?'JS/.LS. TliE OPER/*TCR 0F i. DIESXL VEi{ICLE WCULD BE UNFi,IRly

PEN/.LISED BY TIIESE NEW /rRRr'.NGEMENTS IF IIE VfERE TO CONTINIIE ?/iYING A

DOUBLE LICENCE FEE FOR HIS VEH]CLE. IN OBDER TC REMEDY TI{]S

SITU/^TION, ] PROPOSE TTU.T TI{E DCUBTE L]CENCE FEE FOR DIESEL VE}I]CLES

S}ICUID NC LONGER I.??LY JiFTER THE lST MAY, T960" I /.LSO ?RO?OSE THi*T

RETU{DS SHOUTD BE I\4T.DE IN RESPECT CF THE PERIOD FR0M THE IsT }4AY TO

TI.IE 31ST DECEMBER, L96C, REL/.TING TO TIIE TINEX?IRED ?ORT]CN OF

LICENCES FOR THE CURRENT lE/.R WIIERE i DOUBLE FEE H/rS iiLREr^.DY BEEN ?AID"

rult DET/.ILS cF TirE lrRR/.NGEMEli'rS FOR SucH REFUNDS lr'lrtl,, r HopE, BE

?UtsLISHED TOMORROVi.

NIY SECcND C0I,ISDQII-ENTI/iL POINT CONGERi{S TiiE EFFECT 0F THE NEW

DUTY r.l{D T/JI .ll'i -)ll}l ]'{r,JOIi IIDUSTRY, .IGRICULTURE, WITH I,U]-IICH I rv'/lSFI TO

C.lUi:LE, IN TI-IIS COItrTE:IT, Ttlli Si.IJl'lILLIl'lG INDiIST.rIY. INF ORMATI0iV HAS iEEli

,)III)DUCED II.]]{ICI.I I].TD]C/:"TB TIIIT TF]]I E].TFECT WILI tsE SEVERE IN BOT]: C/.SES.

f ;rrRJ?r.)SE, TiIEIiEtrORE, Tli;T Fr3I4il1S i.i'ID Sr'.1'[[LLERS ]L:Y I;i'LY F0i1 l.

P,IFUID 0II TIE l^lii0lE CI ThE DUTY r'-lID TlJ ?/.ID 0I{ LIGI{T DIESEL 0Il t/liEriE

TIIIS Ci'.itl BX SIIOI/IV T0 II/.VE 3Ef,lf USED I]'I l';GiiICULTIIzu.L TRi,CTORS i^.liJD I]i
TP,i.CTOIiS El,f,)L,llTD III LOGGIi{G, I INTlll'ID Tili.T CLr'.I1{S SHOULD BE }t'.DE

QLi..IiTDllLY Ii[ ..RiIi/.RS

TC TIE },[NISTR]ES I-1F .|i,GRICULTIIP,E l.}D

FJRXSTS IIES?IICTIVELY. ii.lwPUR/.rLE IEI\tsERS WIIL RECaLL TIL^"T SIMILiA

.*1Iu.\1GEI0DNTS FLIRI{ERLY /.;''PLIED TO TI-IE REFU]'ID OF DUTY 0N IGROSENE USED

IN i,GRICULTIIRIL TR,'.CTCRS " FUtt DETr'.ILS 0F Ti{E /frRINGEI@NTS IdILL BE

;UtsLISiilD SiIOil,ILY.

x
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SECRET XI

I ESTII&'.TE TFL'T Ill t FIIII lIEi-R TIiIC RETIIRN FROM TTIE CUSTOIG

DUTY T THE GEIVEB/IL REVENITES 0F THE cOlci\ry mLt BE oF rHE 0RDER

TI-IE CONSUI\FTI]I{ Tffi, INCIUDING THE S}4J.LL INCRE/.SE IN TIfi,JF f45fl

?ETROL 'Nsul"f.-lTr0N T/-{e siiJULD BRrNG rN /iN Esrr}!"TED f26o, cco. THrs,
IdITH TIfiI {4C, OC.) TI] BE DER]VIID FRCM LICENCES ON TIIE S}{/.IIER

D'IJRING Tim NEXT FrlILNCrLL YT/Jte !'J-ILL GC Tl Ti{E RC/D AUTH0RTTY.

, I]OI^JXVER, LOSE /r.?PRC,(II.U.TELY f95 tOr)O i.S /:, RESULT CF I4y

REU.TING TC LICENCE FEES ITCR DIESEL VEHICIES, SO T}II.;T THE

TC

ViI]]

T ]TTI IN T0 TI'EIR RE\IEliTJtrS IIITL BE oF THE 0RDER OF tzor, COO. IT
WILL, 0F C0URSE, BE NECtrSS.,.RY T,i IIICRE/.SE THE ?RCV]SI0N FOn T]IE

ST/.TUTORY GR/;NT TO T}IE ROTD AIIIi]CIIITY REVENUE BY TIIIS iJIOUM. THE

REVENUE IEJ..D - oTiIEn LTCEiVCES, DUTTES rND TIJGS - i{J.S BEE},I TNCRET..SED By

/. ctlFtB,Es?lNDrNG FTGITRE n !. coNsrDEzutBLE ?iJiT, rF NOT THE wHor,,E, 0F Ti{E

f45A,000 INCIiDi.SE IN GENERAI REVENUE }IILI,, OF COIJRSE, /,LSO BE T|KEN U?

ri'l l"lEirrltrG LJ/rN cIi/i-tGES ,ui cAi)rrr.L RO/,D woRIGS.

}II]]VOIJR/.BLE ]"IE},IBEBS VIILI WISI{ TO tsE INFORMED OF THE EI..FECT OI,'

THSSE ?RC.]OS/'tS I)II} TI{E COST OIi' LIVIIVG. I iJ,T /,DV]SED THi.T T}IE RISE IN

VEHICLE LICXNCE FEIS /.lVD 0F ThE INCREi.SE 0F 3 CEIITS IN Tm ?ETRoL

C.^II'ISU}IFTI,]I[ TIJi I/If LL A:Vtr I, }iEGLIGIBLE EITI'ECT. I .0,}'i /!I"SC i.DVISED T]I.I
'r';I T')TIL EFITIICT 0Ir .:NY INCRE/.SE rt'l Ti{E CI)ST 0Ir TR/.i'IS;)ORT ,]F

i'trItC,i'.i,lDI,3E ,)l{ THi I{i.IRCBI COST Otr LIVING II{DEli, DUE T.) TilE CUSTCI\4S

DiIIi i.irlD C tN$!1t1.r1tICN Ti-{ 0}l LIG}IT DIESEL 0IL, WIIL BE IESS TiIilI
]]']-E-TFIIRD .)I CI'IX ?ER CENT. FINILLY, I lil{ TDVISID T}L'-T, IN TERI'{S lij'

;I.SSENGEFI I4ILES, TIIE IIEU I"lEIS-rl]l3S SiicULD ]{l.VE i.)}tl,y /i FIU,CTf Crt[/..L ii]rllicl
';it ^)ISSE]'{GER TRi.IlS?t)RT SC Fifi r'.S TI-E TiIT.VEILING ?UBLIC IS CJ}ICER}IED,

TI{IS C.]I'Ti)LETES }{Y ;'ROIOSI.LS BELi.I]I\trG TL' REVENIIE FRJM CUSTJ},I,S

illtrD E,iCISE Dil'IIliS, /.liD F-tui\l VEIiICLE LICEMilS. i-S I iil.VE STr'.TED, IT IS
Il'iTt]]TDiD Tii".T THi ;RJI)ISI..LS F.IIU.TI}trG TO LICtrl.iCE FETS SF]OULD COI\E litrT.:

-I;rlCT JiI T}Ii 1ST J/.I\lU/fiY, L96L. TLL Ti]E LrTI{ER ?RoP.]sj,-LS REI,/.TI}trG T.)

T;iX CUSTT.)lvlS l.ID il,*iCISE TIRIFFS2 /rIdD TC TIIE C,lNSUl,tPTIOirl Tifi, I^IILL C,tlIE

I-'n0 F-1RCE r.T l,[DiIIGHT TTJNIG;-iT. CC]IFIR]'{I.T0RY LEGISL"TI--\N WILL BE

-'UBLISI'IDD r'.I[D II'ITRCDUCED lT TLXI l?.ri1l?Rl/.Tli TIME" lT TIILS ST/.GE, /.Ll

JJO.

T}iEY }JI

;ROPO
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SECRET xII

I IIEED Dl IS To INFORM THE Hi)USE 0F )NE FTATI{EII ?BoCEDIIRAL INNrlVtTIoN,

Ill THE ?/.ST, EICH TY?I 0f REVEIIUE IvtrfSLIRE I-I/.S tsEEN DELLT I/trITI{ IN A

SE.)i;R/.TE BILL. TIIIS Ei'Jli li,E PRC?CSE TC II{CLIIDE tLL T}XE REVENIIE

i-R:-)?JSiiLS IN Clltr Ct.rl'ti']REIiSi$SIVI FIN/.I{CE BILI. I TRUST T}U-T THIS }IIIL
tsE FCUi!D fI) BE i. COIWNN]ENT },trTI{OD ]F PRCCEED]}IG AiVD },IILL TIIUS CO}O{END

ITSELI,' Tj i'Ll ii'ridJIlR/.BLE MEl4tsERS.

IT l'IItI, BE RE]4E],tsERED TIfuT T]iE cVERiiLL ]fET ESTI]4/.TE 0F

EX?E}IDITURE FiR fim Q,)MIIIG YEiS l,i-S .{i,??RJXI}{LTELY t32,014rC00" TFIE

]NCR!i-SE II,I TIIE STi.TUT(-1RY GRii[T TO Ti{E RO/.,D /.UT}IJR]W WIIL BRING TI{IS

U? T,-) f32T219'].]C' .T}IIS YE/'R'S IIEVISED ESTI},I/.TE OF NEVEIVUE 1'{TS

f3c:831,I;:r. 't'JE /,NT]CI?/.TI rtii.Tr i.T EXTSTTNG LEVELS OF' TIJU.TroN, ,1,

FURTIIER t753 e 0.).) VILL i'"CCRI]tr DiJRING L96C/6L, tsRINGIIIG T]IE T;T/"L T0

f31I5M'U]O']' TiIIS LE/'V]lS /', G/"? OF SOME f.fi5,O,]J WHICH VJ'ILL BE R/.TTIER

MORI Tlil'N CCVERED BY TIIE PR"TCEEDS 0F I'{Y II'IDIRECT REVEIIUE ?RO?OSILS "

TI{ESE I/ILL BRIIIG THE T0T/iL ilEVENtiE FIGIIRE T0 f32,239,000, LEAVING US

WITII /.N ESTII{/.TED SIIRPLUS 0F /.P?R0IIII!'!TELY fzOrOJJ" I Il/iVEe

TI-IEREFCRE, lI0 FIIR]IIER REVEIITJE ?RO?oSALS TO I{/JG.

}fl],, SPE&IGR. [T T}IE BEGI]{I'iING OF THIS SPEECH I S/.ID TH/TT

TiiX ;)EC?LI rlP iCl[YI j]AD, THRCUG]I TI-EIR EFFORTS, I'!".DI IT r)NCE MurRE

^>r)SSIBLE FtlR US T--' ST/.liD .)N (-)llft 0li1'{ I,'EET. TIiE l/tr;Y /"I{EiJ WILI }lCT tsX

Ii.SY. i'JE SIU.LL i.LL ii..VI T.j IIJRK E]ITREI{ELY i{i.I]D IN T}II FTJIURE.

],',iE IvIUST COIilIIIILIE T0 ELIMI}IIITE !fi.STX, T,-

;'UT IIC.'N'IMIC i{ICESSITIIS SEII 0IlE LLL ELSE e i.i\D T'l Ei'DEl,VCllR T,l I}trCREr"St

iilrl EFITICIf,]'iCY II'i i.LL iiJl.LKS 0F LIFE. II TIiIS IS DO]VE, rJ{D 0NLY llf
Ti:iIS IS DONE r lE SiU.Lt BE 

'iBLE 
T ) ?ROVIDE /;LL CIIR ?EOPLE WITI{ I40RE ')I

Tiln S-lCItL i-llD ,-rTI-lEFt BENEFITS T0 r,"/HICli TI-IEY IIATURALIY /iSPIRE. GIVEII

CjjL iiEiDS, STOUT}IEi.RTS, IilJ,D $IliXtilS /,irID - Dr'.P,E I S/J IT - SL0W

T:ll[Gi]IS, I BELIEVE T.:LT 1T Ci.]I tsE /.CIIIE\rED. I'fJ.Y l EX?RESS THE ii^t?n rJ

TifX GlVllnlOmNT /.iD )Ir /.LL I,lEllBnRS OiT Ti{IS COLINCIL THrIT IT WILL, Iil
Fi.CT, 3X i;CIIIEVDD,

IP.. S.rE/iIGR. SfRe I tsEG TC MCVE,

!-
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t',',i *, c[:r.ry;rr t'/3.s a-.1 so occlur;i c;ttr]d l;v 1:ltt: reco[ln i.t j on o.t llrc
Ccvcr'ninc'nt. o-[ tltc iut:r'c:lr.sj ttg 1. j-trattr:ilrr'- ].'()ril)onsitri I i.t1, of 1,,1-rrr](-.)I

iu ollj.' socir)t;5'. Noti:itix;tlrnd j.nrj the veltcrtrcl't [; denr;lnrl:,; of
cer: [,:L j.n \vorn(]Il llroups;, :i t is lcJlr't:ttctl , Iro',r,tlvcr, t;lrlr.L comltl.r:tc:
scpa-t'ation oI j.ncorne llctvreen hul';l;tncl ancl r','if r: could not bc
e>;t.t-'ntlcd to othr-rl typc:; of ittconrcr.; :rs th j l; rvoulcl lrlv<.' opr:nccl
a rrra jor looplloJ r-: j-n i.hc ta;i l.ary. Ncvcrtltc.lcss, tLrc pr.'c:s;c:rrt
separlrtion o-[ ',','ivcs cnritlc,],nretlt i.nc:onlc:s; ri-'ltrcsents; a vcry
sul-rrrt.:r nt iaI rel i cf to crrrployccl pcr>^ons ancl ctipoc-l:r.l- I \/ to {"lrr:
lorv iur:orrrc tt.'<-y;eyerr;. 1'ltis rnolri.:jtil'e, l,lr. Sl.rcaker, rvi-1I cc.rst
t!rc lir';chequcr .'jo:lc I(f.5 ttrill,ioti.

The Finairce ]1i}1
to the fnco:rc L'rr'."i rict
rei icf . I ri'oul-d Iike
iud j.vici'laIIy.

ptiblishcd toc:r5, contaitrs furtirr::: amcncllrcuts
illtc:nclcci to tecl<ie ol.irer al''ias; <lf ta:<
tct deal v;itir thesc tltx conc.crssions

I;i.r:st1r,, jt has bcen our prr-ct j.ce in tlre past to revierv
ta>l I)ir:,-[IDie il5, ittclirziCitlr.] s itr olier to T€-'cluC:e the tlx burcir:tr
ol1 Iicojile vi'iir f i:':eci j.ncorncs to;;c1;llr:r rv-i-'lh those rvLrose inconos
do r:o+- i-ncrt:ase its f ::"s;t ilsi the rlr.tc of clo:rrcst ic it-lf I a"t ion .

Thc, lr:.st tin:: tltet l';e cii.d this \',:as in i9?'8. In pttrsr.rit oi.
tliir practic--, I arn pl'()frosing to r';j deir tr:r bracl<ets by ii.q300
wirj.iir-r 1clrvJ-ng tirr: r'a'1;c:s of 't:r.,r: ur:cl:an:led.. This rvili havc thc
eff cc'L o.f r.oiiicirrg per's:ona1 rai: nr5'ab1e '!-rI, individur is suc.h
th.':t tirose a"r tiri-. lori'c.l' i ttcorte r:.::i 111a1];s I si r.;i1]. ]i:lvc tlieir:
ta>: r'cciuccd br' abotrt 25 per cent, ,;,'iiil-e those et tire npper
i:i:cc)iirc tax bracilcts ii,i11 irave a 1;a.,'r relief of 15 pcr cent..

Secondl5,, I proposc to change the,tirrcsiiold, i.e., tlie
poiut at rvilic;ii indiv j,iiull-s start pa5,it'rg inccrr:e Ila::. I shall
effcct this ch;'tr-*e b.',, inc.:"easin3 tl:e Pel'sotral- ReIj-r.:fs to e.11
crrtcl;c:ries o-f ittcti..,icittal.s b-v Siis. 120 pe1' ycer. llitus a r,ra::rjeC
rrtarl r'.'i11 not Lrecone lia.ble to incone t:riratjon until l,js inco;rie
reac]:i:s Shs. 1[],000 per ].car o1' Sirs;, 1,500 irr:r nonr.li. The
sinilJ cr i)er:sjo11 1,,'111 enterl the trx net at Slrs. 7 ,200 per alltlurr!
or 5jrs. 600 p.ji ;ironth arrd f or tlri.t cetcgc:'y of ta:: IIIIJ,'ers
linc',',ir as Si;irci.r-I Sin3lc bccattsc thcy ill:e siugle pe.l'srons sttppc.::t.:n.:
a ehil r1-, tire t iricsholcl j s; ra j-sed to Shs. 3 ,400 lrc-rr ennurn or
SIrs. 7AO pL.1' rrrontil . Al'tliough t hcsc cir:r"r-iges sc-runC srr.]ir.1l thev
have the: c.f ir:cr of cl irrir:a'e i-rr3 :L s.ignif icl:nt nuniber of eliglltle
ta>:-1>a5'crs irol:i ta;<et,iotr "',hi1.-- 

g-i-i'ing subst:',tttj-aI lelier to
tlrosc riiio arL- Ir-,ft in thc tax net.

Thircll5, , j.n vicrv of the risi ng cost of insurat:ce p-r.'cnti ulr'rs,
an<1 [ts] a ma-'::iLt,'-'() 1-o lrocl,; i. s:lvi it,.;.':1 , I 1-.1'ol,-l:-;tl to itrcrc,:rts;c t]tt-'
stel rri.cli' m:r):,;.;;r:.:l:r iusrri'iirir-lc I;rt'::tji::'i clairulLb,l r: fra;trt 'ti:c pllcgctlt
ll}:s. .1,,LlC0 r,)(-.,t'{}.nnLllu t.o Slrs. 7,2AC ircl." illil,lll. i;'o:: L--jntj.l-tr
rciu;();1..;, ancl u-sl I lrai'c lr.l ::cu"ci5 m(iriLir-ril161 , i til.<-'r'csL ortrncd otl
IIour;: l^3 lScn,-i:,; sli:r1I bc cr:c.,ni1-,t :i-r:(-ri,t t.a:.1 .

Fortrtlr1.5,, T pr'ol-lo:;r: to n:lr-lrc s;orrt() ch:r ttl;cs; itt clLl-i,ita1. 1:::l.i ir';
tl::: j-,:i it llJ-J.i,ct.s; jlitiv jrl '.tr.Lr; '.ltiil i,.ol:irlr-ii.i t:rl. Ii-ir':,r ill', I i,:'ctl-'(.)a'('
to j'i iittC'c. l:,-:': ;:1, 1, ltl::i t: lr:' (-'(ri;rj)itrt i t-'t; i-.)' li:r.! i' . Ottl',' ll0 i)Cl' (:('li l.

oll 1it,: ltt:L l; riit.; ',,,'jII .{:'i.,;'.r l)r)\i'(:}l I'rl:;t-li;.1()ot(-'(i Io (],'r'r"'t'lt.t.iotl
Tli:.1 , i\L tlli: c)ll .I'.t'('ll 1. ('.(\l'l.r/).i 'll.[ (.i [.'r)l .l'lt.t.i: <li' 'i:, l](,\].' t: ,llttl , crltJ.\'
22:.. jr(,:|' c(iirl. ('l lii.ri. 1,; lr i;r:r iri-l I l. liirr,.'Jot-i.t l;i' 1;lticl ['.:; t. lx l,:,'

COii;l)iirr j c-',i. llc:c.orrrt11,,, L:r:.:[r.1. j rltr r-l i 1;lLi rll]j '-l(-'.(:l'tt.i rr1; i tr iltcl i.,'.irlttl'.-l :;
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will lic :,;ulr.jcctc:cl {"o a l.or,;<-'r' }rtrt pr.c)[j1.(jssivc: rrtr: of t 1>rstartinl; :r,L 10 pr,:' ccnt trllto a nraxjl;rrrrn of 35 pcr ccnt..Si.ncc, iur iil thi, c[rs;c of c()t;U)ani.or;, Lhr: f irl.;t 50 per crrnt oftlte.ga j.nr; rv j.11. r-rr.rl. l,.rc tlrxlr.l-i1r:, ilris tlica.llS thlLt incliv j clrrlls;vri11 no [ ])a), nlor:(,- t.lran LZ 1i. pcr. cerrt o i tire nct gainsreal izr:cl ()r'r s:r. Lc: o t' propor Ly . Thi.:.,cl.l.y , ii1 vi.iu oi t.hr_.reduccd 1'aLt,.s ai; rvlr-ich gia:tns t,il.l be ta:icrl, j.t .*voul.cl bc:
unrcrafioltlt irlc to ',v 

j tltllo.Lcl too tnucli litouoy f ronr thc trag:;f c-,1..r..f atu, titt-rt't:f orc, 1rr'o1rC)si.D1,; l-o rcdrrcc t Le ra l;i: of rvlthltoi.ri.i ngtax otr gi'():.js corrsl-iricrat.-Lou I'r-onr 10 ]rol.. ccr]t to 5 pcr cc;r1..Fj.ttalJ y, on clr.r j ulr.r fiains, i,lr- . speai,c,i:, ancl in ori.r to iroosLorrr Stocl.;. Ii:.:c.lrtrr,r:, (,hc tri t,l,lrotclini; 1.r.x o11 .i.nvostinent s;lraresl','i.Il. bc :.'c:ciuc:r:c.l rt.or:r llb pcr ccnt to 15 per ccnt.
IIy')-tst a-ntettcll.tent ),h'. ,Slrca-lier, rcf er.s to pr1vate rreS j.cles

empi-oyecl j n bits.i l)t):.;s. Par ei;:.'lr1th 15 oJl the Sccond Sclre.lule to
Inc'r-Irre Tilr: Ac'u .l j r;rj ts to sr:rs. 30, o0o tirc aruount of capi.tu.r
ex1:end. ittr:-e tl:lr L j s subj c,:ct to al-lorvlibre \r:eal: anci tc.ar.
clcCuct j.otlr; oll i;,iit;ai.e rnotoL' r'chiclcs e.rnirloyecl in a bus j.1css.
l)5' plivat r: veiriclcr, r rnean to clistinl5ui i;ir iiris t5,1:e of aVehicle .f I'oiit tlir: or'clinar5, corilrJlt(-;iaI rrehiclcs usecl in the
tritsi-ness . Co:i:ri:i'c.i tr vehic-'r.cs are of course sul;j ec-: t. the
tto::nna1' \','(':tl: tr-itll Lci.r ctccrrict ions br-rt tire prir:atc veh j-cIe islir:ri;teci tc ir ccst of sl:s. 30, o0c regerciless r>f the amollirl;pai.d in tirrr pn:'i:i;lrsc. \iiren corrpareci Io the clr.rent prlcc:; ofcars, tl-r.Ls .l- j r,:-ii i s r-,bvior-isl.5- tc-,o 1o',,' a.r:cl I protro.se to rrrisej.t to slis. 75,0c0. I',iri.r c ilrj r; anorll.rL nay lctl.:. inr;r-l 1 to sjom€jof us, I l;n e.oi:lil()i1c,:L to -,iirij_t it to tlti; figu::e iu orcier tocliscotrlirl;c rise oi i:.i g 1u:*ur5, cirr.s at a. tirre *hc,r rislngpetrolctilrt cosi.s co:ts;titrtLc oui' biggcst .constr.aint to eccnonicl.'cooYer)'.

Bef o r,: coirC.! r.rri i ng m5' rCr;rarlis Op p-r:iirate CarS erlrpi-oyCd inl-iusiness, 1 i','o'.rf ci iiile 1.o r;:r,rle olle otirer. poir:t. ilririle
1'eeOgniz-t't:g ti,lit Clr.1-'g Are pOCijSSitI).? tO I'Un bUSittC..jSeS SUCCeSS-fu11y a.;rci i.l:a.r tl.c j r costs have riscn corlsicler.ai_r1y, it is arloICu secl'(-'L tiili-t !';c: ttior trusi-n<.:lss c>;ccr-tti-..'es atr,:l othe1. senior
emp-1o5'ce.:; utie Lircs;e cAl's i.oi' 1:r' j vatc l)it1'po.scsi :r.ncl i-ncleecl ti:is
hrLS beC(.i:iC reC()3,) trz,c:(L aS onC O j. tire nost 1:opuier bUs;itres;S per.ks;.
r elrn, thr,:r'.:f,:r'c. l'ccr-1esti.:ri; ilrc co:nni.-;sioici. of Incomc Tax tolool< ini.o Lires;c i.r:rrrc;f'iLs a;id sce to it 1.her.t thes;e cxecutivesat'e taxccl f u j J;' on t.liis bcnc:j:lt in the intercst of cc1glt3..

I,ir. S1.rC:r,i<r--'r', it j-s;'v,'c:11 1,;cli'ti.tIa"t lni]1y ])roSl)et.clts
:[a:r"tne::s; iliiii i:l-rsi;ri]:ji-!ten c)sjC.it ].)c t.a>; zLlt.ogethcr-. In orcier t.o
tilalle tltosc r--:1i1. i i;.t ct to paI, i..li:: to c())ite j_nto ilre ta;< r1et , 11:eti.re i.ns;Li-i rrt il'-; i.t.ii r.rcrLl:iul'C...; 1.o el jr:tilrD.tr.r tax cvAsjion. r,1:e

;.r-.1-s;o :ini;c:r.rd to (,r.,,.]1r aI1 Iut:orrrc 1['il>: of f -i ce ?,t ]llcloret, in
arLci j.tiorr i.o tlx: e,:;-ii;t j.ng rr-rt;ioraI o1f j cc:.s at ),lor:il.rlsa, N1,eri,
'1'it j.klr , li:i llr-r r'1r iirt (i j, i su)nr_l .

At 1-.lir: llro;:,c;)1: , 'J'a-\ Iicsc:'r'o Ccirt j-f i.ca1;cs Ar.e j ssrrecl l:y the
Ac:e.outt t:.; (l-,'1 i.r.o I .l ,.,r. Tl.{ril sr..l1",,. , bll L .i t. j s; cl.r'lllt. 1.hlt nl[].nir ta:r_
]),LI'Crr; clt.r ilot ..:nr,,'.','(,1 'uh.i :.; sr.:irc.,ln3. Ip OrrlC:- i.Cl Ur-itiJ; Li:c
f..;il.llC:i:li; <lJ (r;.: .,)' Lr, , 

'r,.,*1-,)3.\r(:1.ri r L).,,.-. i. j,; lttl 3 ))r,:(.) fl .[ ,I'ttX 
1.<:1,;C,t.Vt_.

Clr.:t'1, j j'iCiIL.r.,:,, i,,i.1 .l Iiiri,., l),: l.ri,r'1 ;.r-i i;i..Ct"r.),,i l,], LitC lrtc: c,::tc 'lir.x
l)c1,11 i'tl,r:lll- . .r. l.t:L: t.l lil.l,:c l;lr:-; .i..lli.,.j..:;;,1(,ll Lo LlLl:C: iltlr.,u.irl.Arlt: Crf
tlr j s l-;clrr'..tr: f ot., ,., i: i J c clo.r :t:; l:;o, L]ri-:\, l,;irI l_rr: trti.r"n j.ng i. lrc.:;r:;cl.v<_,::
[.]:l .[tcc i lt t c:r'e r.; i., .
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'I hlrl'tl tor-lrrrr I,):rOp()s'j(rd tltx trtclsgl,'e!j ajrnccl at l..if-lhtCni.g
t)rc tax ltulclcn o11 irttiiv i rlurrls. I have al.r;o annoul)(:crl
tricl-u-;liIc,s i.lttcnrlr:rl 1;<l plovici<: i.trc.c,nLivcs,; to i.nvest.or.s; lviththc vjo\v to inr;rror,-itrg Llic ta>: bar;c for futrrre ta::tLion. AlIof u,'-; s;lroulci tlrt-.r'cforc bc reldy to f acc our.. risclul
r()r.'iPolrl;jI.lilibics if we cltcr:islt sl,al:i1ity,ancl social jrrstjce.

Itll'; Slle:rlrcr, tlie moIr.t;iIr:(-1s f havc altnoLlrrcect tociay orl'l,rrx clrrrrsc.'j, tl-.c: cJ.Jfr:ctivc clrtcs of rvhjch 11-e s1;eJt o:.rt
t!]:r- f'.i.nrnec; Bil.l, rvj.)-1 cc,s'[ 'il:e E:<cilcqucr appl.oiinia-bc1y
n11.1I 1()11 .

l,ocriT, 1:A.liUI.A CTt;Iii,nS ti);l)c)illl COlrlPllNSATLOi{ i\CT
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Ilr. Speallcr., '[]re pr.oposecl
a.l.so ucccssil,ate ch:'-nges *"c> tl:e
Colnpc.nr;i.t, j.oir .\ct [rs oLlt]- j.i:cd irr
u,lrcle, chese ch:lnges a.TC, itur:e1yuet 1'eve.nric ef f cc'i .

chrnges to the Sa1<ts Ta;< Act
Locil ).ianufactur.ers li;rport
tire Fir:encc Bi..1.1. On the
ploccclural and x'i11 hlrve ro
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TIte Irinzrnce Bil I al.so irrcl ucies a pt.oi.rosel of a rnj.nor
anrciirjnc::.i. to tirc Llnterr'1.[ri ]lu(jitL Tzr:t ,\cL to cxcnlpr st.age 1.ri-e5,s
f :o:n -t he oi:clri'.;ion oi ti:c l a-x. This; pr.opos;r1 , I,j::. spc:iiir:i' , i=
dcsi gneci to cttcotir'age 1ocr.1 cllai::a i.uci culture. Tiris meas;rit e
n'i1l- cost tl:c i:-:;circciucr a s::ui.i1 plice cr.f iif.z5,o00 every yerl
a \7ei'y snra.l.1 sttn iucleecl for the pr"ol:otibn of arts ancl cultLirc.

Ot.iicl. LegaI iio'Lices l:ar,,e also l-rr:en simultlrneous.l y 1:r:blisiteciivith thc irin:l;rce Ri11 to cffcct ch:rngcs in f<:es for 1:,,etlo1cu:npulxp.s; t;ho1.esal.e ancl re';a.iL 1icc':ns,::s f o:.' licgr-rors anC s1:J.r:i.tsj lstoc!.: tr;.iing ancl cotirt biol;e.r:s, Tu-l;cn rogeiher, il:ese.
rneasur€:s ri'i]1 bl j ng iln c:irre r<120,00c to thc )l:.;c.ircc1..ier.

co)ICrt.,Us Ioti

Taketr as a ivhoJ.e, tht: nelJ taxatjon ncasul'es int::ociuc<-.d
tocl;15' r','j.1.1 i-rr.iuq a nct aclciition oj rcvc,ltuc of KC20 mj 1Iicp.
r sir:11.1 , i-11,,::;"ci.orc, hc 1cf {. u'iLir rr. rcsitiire.r. crcfi.cit of uolle
I(c$ri rr j i.i.ir::r i-o i'i:r:,"rrcc i r.Ont sl:oi.i. i.cr-::r l,<-rrr-or,,.i n3. I L siroul.ci.
ho',r'ri\rer.', irr.-r no1-cLl thr..-t oi this iul';(-)ul1; onlr, I;i3 nrilliorL i.,l
a1.t.r: r l:;it[ri-'] r; t'o ^i::c.r;.1 l, (;lrr 1s)s.l /ti:l opcrrt i on.s; tirc bar:lncc:
o{ Iit93 r:ri,l.l ron :'t;p.r:r::.lc:n Is E>:ccs.;r; Vo Icrs alrcl Liuclcr Is;...;ucs
car:rir:r.i ()\',.)1. f l.oli-.' !)t..ctr,-i.ctri; ):c:r1.S c:11.,:n,_i.; nij i:lLci; to f isc:r1
ycarl 11t77 /-lii. Ti:',: -[:itriurLr inq i.cl Lir{-iric (:t-1't':r.-ovc].s; .,,r'j..1-1. tr<..crl
to l-rc j-o:lr.tll'"t.'i:l,r:rl i n tlrc ct-rt.i irrg L..i i:er;cin1 .r,L:i1. 1' ;r_ucl i [ .i.:,;
anticii;li-Lr-;r.l iitn.1. auLlror'-i:rliI j.oi: ',,,,i r..J. lre ]'oc(-.i..'crl fr.orl Plrr..L jir.i:rr.rilL
fol ciis;lrc;.-;jn'. cr[: t;jl)rlL jt nr;l r.l ] oi eItr.,s;('it.cn.x,j cirt:l.iii11 Liii:
eoirt-i :t1-'; .,f(-):i.i'. It. is ()Lt]. irrl.<_'ni..i oit i.o lcltj(,\/t)'i. lrj:, l.c;ill .l:ri.i:.trt.j(-)l-r
of f j iiltrri:-i-ri: j'o,r' t jrc:;c-' ar:il.;'\,-.(-,\'o,,.; i:t lr i.t;i;ini-r.I. rt.ir i.r:l: u.i.l I lt()1.
)tavc arl'j,r1'j: al I.l()lli-'i, lil':,' COr],';r.(t,.irritcr.::i Iitl;' I-'ilrtj L ti.rt.: ir".,, lt-l-'l lr.l.;.i.i i.L5'
<-:J l-rlriil; i;rl_ .1:; ',:,;t r i;) cIr:rl j t 1.o t Li-' i')1..i \,it.i(', s;(_,ctt.r)it'.
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,,I1 ef .1 ,.:c:t; 1,1r,. s1lcrltl,.r:r, iuy I)roi)()l;lt1l; torllt1, :t-r-'c airi)(.r(l

trt gl:iVinil !lr)\',, itttlrc:[.ttr; 1.o t]rt: j ltvcsttii'.lltL DIo()Criti lrl'
rura.i ii1.a.ip j 3,,: rr trt.ltc.r' Ixr.l luc<,' lri:Livoctt prrl-'1 ic rtllt-l l itc: lrli-v:1" i.c

$r:c:tCrr; lt)'<:rcl.tj.nli j,ttC:iltlt.j-Vcg -[Or stvilli',1;; il\' 'l r"'\'(;rili11 t'l;c
cos;t. ol r.,i':ciritt,.-,t'..,, ILIifl i:rci1:i Lni,-itt11 r"lrt.ioltl'-1. ui' j-l iz;lltiotl ()l'

o..r: 1:irn j i.c'ti f c,r-c.igrt <;:':cltattllt: Lirt'ou3;lt 1'()r':i-:'irct'.tt'i:il'; r) [ La r'i l. i';; i
hy ClllCO1tr'ir:,: .i rt[] Iiottr; iiti', clCir.r l()l)lllC,i'lt. , lnrt f. iltal J.y, l:tit l.ry ll(r
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liitlt:tnt5 j . ) ltol-:c 1.lli, t iit:it1'lrltll r','il l- 1.li.l:r: liclvatt L:rr:': c-rf i lr''::;c
it.t:.:lr Livcs: 1.6 sgi.;rc ..i.irr: cha1I,-,n1lc oJ. t'cv j lali zi.rlg our cc()lroill)'
b.t, Jiir'1. licI ilt..;CSi.titr-:ilLrl a.tld C.r'(-'LlL-i.on o-[ einpio5'111r-'l'r;.

I.lr. Spr:li1re:-', I beg -to IIoYC.



REPUBLIC OF I<ENYA

Speech delivered to the National Assembly on l5th June, lgl\, by the
Hon. Mwai Kibaki, Minister for Finance and planning, Republic of
Kenya, presenring rhe Budget for the Fiscal Year lg7|l79 (lst July to
30th June).

Mr. Speaker, Sir,

I beg to move lhat Mr. Speaker do in.ow Jeave the
Chair.

Agricultural production rose in volurne by 12 per
cent in 1977. But manufacturing produotion rose by
l5 per cent, in spite of the loss of the Tanzanian
market. -fhe service sectors of the eco.nomy also did
well even though the numbers of to,urists coming t,o
Kenya did not increas,e as much as we had hoped and
the buitrding industry is only now star,ting to pick up.

Employment increased in 1977. Indeed, the ofllcial
figures mask u'hat is becoming an increasing problem-
a very real shortage of labour ,on the farms. The tea
industry has regularly fa,iled to produce the volume of
tea it shoulrd produce beoause of a shortag,e of pickers.
This has been the case on the large estates for some
tim,e and is now the case with small scale farms.

Coffee also is not a,lway.s picked at the opti.mum time
because of labour shortages and trhe sug,ar and sisal
industri,es are unable to recruit the ,labour th,ey require
when they require it. We must., ,therefore, rethink the
procise nature of our unemployment problem and the
policies we need to adopt to provide jobs to those
without, rvhen the country is under-producing and
u,nder-exporting because of labour shortages.

19'77 was a good year for the Kenya eoonomy. But
as I warned in my Budget Speech last year, the boo.m
has brought its own probl.ems. I spoke ,th,en of too
much money chasing too few go,ods and that is w,hat
we have experienced. 'fhere have been shortages of
essential goods and prices have risen faster than ever
b,efore. This time, we cannot blam,e rising ,import prices,
for inflation abroad has slackened. The rise in the cost
of Iiving in. Kenya has been generated in Kenya.

INruarIoN,lNo MoNr.'r,,,Ry CoNrnoL
Inflation is now perhaps our m(xt difficult economic

problem. We cannot, how,ever, control it by wider price
controls as I have expla.ined to Hon. Memb,ers on
numerous occasions in the past. We mmt increase the
production of goods in Kenya at competitive prioes to
meet the market demand and remove th.e presen,t short-
ages. And we must retain a tight grip over the supply
of money, so that it expands to faci,l,itate the growth
of the economy bu.t does not fuel an expansion of
pri.ces as well. This is a difficult bala,nce t,o ma.intain.

Tse Ecoxor,ry

In my Budget Speeoh last year I was able to report
to the House that our economy had recovered well
from the setbacks of 1974-76. As irt turnect out, the
recovery was even more signifioant than I then fore-
cast. The provisiona,l figures of gross domestic product
for 1977-a,s Hon. Members will already have seen
from the Economic Srrrvey-indicate lhaL our rate of
growth, 7.1 per cent, was the highest w,e .have a.chievecj
f.or nine years.

ln addition, the ternrrs under wtr,ich we trade with
other coun.tri,es moved in our favour for the second
year running. Our export prices increased by 42 per
cent, while irnport prices increased by mer,ely g per
cent. Real incomes in Kenya jncreased try more than
the increase in real produ,cti.on.

The Kenya economy has as a res,ult been booming
and in spite of the fall of coffee a,nd tea prices, is stiil
boomi,ng. The benefits of this boom have aJso been
widely spread. Let there be no misunders,tanding or
misrepresentation about this.

Agricu,ltural incomes increased by K€160 mitlion.
Much of that jncrease, of course, was received by the
coffee and t,ea f,armers. But there are 275,000 farmers
growing coflee and 120,000 farmers growing tea in t,his
country. Other crops-such as sugar, pyrethrum,
maize. milk and horticul,ture-a,lso did well, while the
spin-off economic benefi,t from the high agricultural
incomes has been widespread in the ruial aieas. The
recent prosperity of t;he farms and villages js some-
thi,ng that must heart,en us all.

It is estimatod that the terms on which the rural
sector tradqs with ,the urban sector moved by over
50 per oent in favour of .the rura,l sector durin; 1976
and 1977.
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'fhe money suppl),-cash in ci,rculation and bank
deposits-incr,eased nluch more rapidly than was desir-
able in 1977-by 47 per oent. This was a direct con-
sequence of a substantial balance of payments surplus
arising from the record oollee and tea incomqs flowi,ng
ctrirectly into the do.mestjc banking system. Also, in the
latter part of the year parti,cularly, domestic privatc
credit rose strongly to compou,nd this trend. I:ortun-
ately, the Government Budg,et this year has not aclded
to those infl,ationary for,c.es to the extent I had expected
in th,e Budget last year.

After consultation with me, lhe Governor of th€
Central Bank has acted to restrain this excessive growth
of the mo,ney supply. Firstly, by i.ncreasing the iiquidity
ratj.o of tthe oommerci,al banks to 20 per cent and, more
recently, by imposing a 4 per cent cash ratio and a

limit to the rate of growth of bank advances of lj per
ceot per month. We ai,m to restrict the growth of bank
money to a,round l8-20 per cent i,n the co,ming financial
year.

There is still money ava,ila,ble in the banks for lend-
lng but jncreases jn the tlotal volume of lendi,ng wi.ll be
restricted. Bank customers may have to shop around a

little more but they should learn to, do this anyway in
'order to ensur'e that .they get t,he best seryice and lowest
loan rates in ,tlhe market.

PRrcr,s ,rNo Wrcr,s
The neecl for this restrain,t is underlined by a look

at the coot of living jndex which rose by an average
of 16 per cent last year. This rate of inflati,on is too
high and we must aim to bring i,t down.

Wages on average rose by l2 per cen.t last year very
'much in lin.e with the wage guidelines t'hen operating.
The wage gui,delin,es have, however, been amended with
effect from lst January, 1978, to allow an additional
element for productivi,ty i,ncreases. Since wage awards
this year will be ,related to the cost of living a,nd pro-
ductivity increases last year, provided we can restriot
inflation this year ,to a trower rate, wage earners will
be able to make up some of flhe loss,of re,al in,come
they have suffered in, the Iast few years.

It will, however, be even more necessary to main,tain
the wage guidelines in the comi,ng year and any sugges-
tion of their being discarded cannot be supported, for
we now face, once again, a difficult period for our
econonly.

THe IJrI-A,Ncp oF PAYr\IENTS

As I warned last year, ooflee and tea prices fell back
sharply frorn the peak levels of the second quarter
1977. Importrs have a,lso risen sharply and our balance
of paymen.ts, al,t'houg,h achieving a record surplus i.n .the
ca.lendar year t977, has been in defici,t since last Sep-
tember. Our foreign reserves are now lower tha.n they
were at tlhis time last year.

We cannot afford to aliow a balance of payments
deficit of any size to build up. This year, calendar
1978, I expecr a deficit but within lirnits tha.t will not
seriously reduce our f,oreign reserves. Next year, 1979,
the outlook is rather more serious.

'I'he Kenya econ,omy in 1918 is expocted to mainta:in
a fairly strong momentunr in spite of the fall in coffee
and tc.a prioes. Good rains were experienced io 1977
and goocl harvests were gathered in a,t the end of the
year and in Lhe eanly part of 1978. Coffee and tea
prices have fallen but th'ey 'are still about twice as high
as thcy were in 1975. Shortages of industrial comm,o-
dities provicle opportunities for manufacturers to raise
pr-,oduction and ,the b,uilding industry is picking up
again. Trhe high incomes of 1977 are still working
their way through the eco,no,my.

1979 should also be a good year generally. But the
abunda,nt ra.ins we have enjoy,ed have brought prob-
lems. The coffee crop in 1978 179 wi,ll be seriously
reduced perhaps by 40-50 per cent. And the lower
volume o.f coffee availab,le for export in 1979 will have
a serious impact on our export receipts in tJhat year,
particularly if, w,orl,d coffee prices were to cootinue to
decline.

Imports have recontl), nloved up sh,arply. But if
FI'on. Members st.udy the oompo,sition of imports set
r'rut in the Econontic Survcy, they will observe that
imports of food, consumer goocls and passenger vehicles
oomprised o,nly 16 per cent of the total in 1977. The
"rest is made up .o,f industrial supplies, fuels, machinery
and other transport equipment, all essential to the run-
ning of our economy. There is very ,little r,oom within
which to effect import savings-and the recent rain is
likely to mean that, i,n so,me ar,eas, we shall ihave to
irnport aclditional f.oodstuffs-barley and wheart for
instance.

Our poli.cy of reducing Kenya's import dependence
js still a vital part of developme,nt strategy. Our recent
success can be gauged by noting that, wher€as our
economy expanded by over 30 per cent over the last
five years, we were still, even in ,the import boom of
1977, imporli,ng a lcnver volume of goods than we were
in 1972. There i,s, however, now very littile roo,m for
further reduotion a.nd our emphasis must be to restra,in
t,he growth of i,rnports to, a lower rate than the growth
of the econo,my.

Wi,th lower ex,po,rts and little room to squeeze
imports, we are therefore facing a serious balance of
paynrents outlook for 1979. In order to overcome this,
without causing a sh,arp set'back to our recent eco.nomic
recovery, we must i,ncrease exports in those areas where
pr.oducti,on capacity is avail,a,b,l,e. Certainly, we must
rprrodu.ce tlhe full portential of our tea plantations this
year and sell as much .as possible of what should be a

new record level of tea production overseas. We must
also stop importing goods we can produce efficiently
at home.

Because o.f the ,boom co.ndi,tions within Kenya last
year, ma,nuf,acturing exports did nort clo w,el,l. In the
changing conditio,ns we ,expect i,n rthe coming year, I
iook f,or arn inrprove.ment i,n. th,e export performance
of t.he manufacturing secto,r. In order to give our
manufacturers additional encouragement, the Finance
Bil,l con,tains a proposal to, extend tlhe export compen-
sa,tio,n scheme t,o eligible goods exported to Tanzania
,and Uganda.

2
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However, even if we achieve some success i'n increas-
i'ng other export$, w€ rilu,st still antici'pate a sizeable

balance of payments deficit in 1979. And this is the
economic background rvithi.n whi.ch I have had to plan
nry Buclge,t for 1978179-a fa'irly buoyan! eco,nomy in
1978 but t.he prospect .of a barla,nce of paynrents d'eficit
in 1979.

Nl'rv FlNa,NcrAL BURDENS

In these cir'cumstances, jt is neccssary not ,o,nly that
the private sector shou'ld exercise restrai,nt in the com-
ing year-restraint signal,l,ed by the recenrt credit restric-
tions-but a,lso lhat t,he Government sector should
exercise restraint as well.

This restraint has be,en ,inrposed in fo,rmulating the
Budget for the comin'g yea,r. But i,t ha,s no,t been easy.
The Government earlier incurred very substanti.al com-
mi,tmenls to,wards large development projects and whe,n
impetus on such projects 'has been built up, it can be
positively harmful to tryLto cuit it back. For this
rea$on, biurdgeted devel,opment spending will sh,ow a

sharp increase in the coming year, as Hon. Members
wi'll have seen already from lheir copies of t,he Estimates.

It has also been necessary- to a.ccept new fi,na,ncial
bu.rdens-nlct lea,st as Hon. Members are aware-
burdenrs in th'e form of non-productive defence
expenditu re.

I do no,t suppose itlhere are any Hon. Members of
this Flouse who do ,not recognize tha:t the basic terri-
toria'l integrity of trhis oountry must be protected and
that external threarts 'have necessitated a hig,her level of
'def ence spending. I beg leave to doubt however,
rvhother there are an equal number of Members who
will accept that additional defence spending inevi,tably
mea,ns a ,postponement of the realiza,tiron of our deve-
lopmen,t goals.

A't rthe moment, I do not knorv when i,t will be
possibl'e for us to afford to irnplement t,he reoo,mmenda-
tions of .the recen;t Eduoation Commissio,n. Al,l I can
say is that,it wjl,l be essential Drow to resLrain educa,tion
spemding withi'n tighter finan.ci,al guidelin,es tha.n Iaid
down in Sessio,na,l Paper No. 4 of 1975-indeed it is
necessary t,o redefine those guidelines.

Education spending will .in future tre defined as a
proportio,n of recurrent civi.l expenrliture (excluding
the Consolidated Fund Services). That proportion
ca'lcu'lated rorn the 1978 179 Estimates is 32 per cent. It
will nrot be possitrle to increase rth,at ,percentage of
spending on education in future years-ind,eed it may
have to come down to 30 per cent.

The poi,nt I am tryi.nrg to empha.size is that we can
,not expand defence a.nd education spendi,ng at the same
ti,me. We are faced with a difficuJlt ,p,roblem of choice.
If the present level of defence spendring is i,nescapable,
we ,have no opti,on but t,o delay Lhe improvement in
oduoat,io,n we all wailt. The police must also manage
with less money a'nd ,the ,adrni.n.istration o.[ development
musl be restrained. Heanth services tnust be restxicted.
But with educatio,n and defence b,oth now pre-empting
sudh a large pr:opor,tion ,of the toial budget, the choice
will largely be between these two services if others are
not to be cut back absolutelv.

S-ra-r'uronv Boauos AND GovERNnrN'r Covpa.NIrs

There are other new financial burdens the Govern'
ment has had to accept-particular,ly those resulting
from the collapse ,of t,he East African Commu,n'ity. New
oorporatio,ns f,or Railways, Ftrarbouts, Post and Tele-
communications a.nd Airways have been established.

The Horue has been asked to vo(e substantial funds
for these organizations taken as a grorlp. Additional
funds will ,luve t,o be voted next year.

The new corpora'triolts have risen from the ashes of
the ol.d a,nd a,lready there are clear indications that
they are facing up to their problerns wel'I. I am en-

,co,ura'gecl by this. There are, however, three points
that I w,ould ,like to make about them and to them'

Firstty, these oorporations are independent commer'
cial o.rganizat,ions set up by Parliament. They should
therefore strive towa,rds financial independence and not
expect to linan.ce their development rpr,ogrammes from
grants through the Government budget. We s'hall help
where this ,is ab.solutely 'necessary but they shoutld not
look to us for money 'except in the most exceptional
circumstances.

Secon.d'iy,, they must aim to make a profit and their
perfornra,nce wil,l be judged on the rate of return they
a,chi,eve on the value of assets .they control.

Thir.dly, they must be prepared to pay profits back
into the Exihequer as revenue rto t'he Govern'm'ent,, so

that they contribute, atnd can be seen to be co'ntr.ibut-
ing, to the financi,a,l needa of this cou.ntry. If some
oorporations 'reqtrire subsidies while others h,ang on to
their profits as somethin,g bolonging to them and not
to the people of Kenya, there witll be yet a,nother turn
,of t,he screw on the finanii'al resources availa,ble to
finance education and other social services.

M), last point regarding the payment of profits to
Government applies equally to all the statutory corpo-
r'ations and Government companies. The rate of return
received by the Exchequer ,on invest,menrts financed
,sihce independence is far too low. New rinstructions
have already treen issued by tthe Treasury to these
bodies requiring that drivid'ends shall be payab,le to
Government as revenue and that profits shall only be
retained with Tre.rsury permission,.

Subsidiary and associate companies of the develop-
ment corpor,atione will be expected to define profi,t
o'bject,ives and to pay dividendrs to trheir parents to
incuease the flow of cash from the parent oorporations
to t,he Exchequer. Financial oontrol is ,not something
that appljes ,only to Governm'ent. Some o,f rthe worst
financia,l ab,tues .no,w occur in public sector corpora-
t,ions and co.mpanies. We are determi.ned to bring those
a'buses t,o a halt.

All ourr bo.ards ra,nd ,companies rnust be br,ought tcr

rerlize tha,t they :hn,vs been establi,shed in trust for the
wanatrchi and the warwrchi are ,entit,led t.o a financial
ret^urn on trheir i.rwestrnent. It is the ,res'po,nsib.ility of
Parlianrent to det'ermine how ,those ftmds are to be
used-whether to finance new projecls or to reduce
taxati,on-and in order to enrahle P,ar.liamen,t to exer-
cise Lhat funotion, profits of 6tatutory boards and
Government com,panies mus! be paid inrto revenue.

J
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Pos'r Ol,r,rcr SavrNcs BaNx
'fhese profits represent public sector savings. We have

also been giving a great deal of thought in the last
year about how we can organize more efficiently the
3_a.vines 

oI the general public for development purposes.
We have sought the advice of the World Bank and
the I.M.F. and their advice is being studied.

-fhe Post Office Savings Bank, recently reorganized,
has finalized plans for four new saving schemes. One
scheme they propose to implement is the sale of
premium bonds. Premium bonds will be on sale at all
branches of the bank from 1st September and if they
are held for three months will qualify for cash prizes
drawn by lottery. Unlike the normal sweepstake, how-
ever, the holder of a premium bond will not lose his
stake and will be able to cash it at par.

Hon. Members will observe that the Finance Bill
contains a small amendment to the Post Office Savings
Bank Act to enable the pr.emium bond scheme to be
set up without contravening the Betting and Lottery
Act.

GovrHNl.t e,Nt CoNrRacrs
The Finance Bill, this year also contains a number

of other administrative amendments to flnancial legis-
lation, not directly related to taxation. They are all
concerned with improving the efficiency of financial
administration and also, incidentally, the control of
Parliament over financial administration.

Firstly, it has been the rule for some time that
Ministries should not sign contracts with outside
suppliers and contractors without first clearing with the'freasury that money was provided and available for
the expenditure. 'Ihat rule has not, however, always
been observed and this is one reason rvhy Ministries
have from ti,me to time overspent t.he sums vo,ted by
Parliament. I propose therefore to amend the Govern-
ment Contracts Act so that Government contracts of
more than Sh. 250,000 will not be binding unless ,they
are countersigned by the Treasury.

.It will also not be possible to grant tax exemptions
wjthin Government contracts without Treasury consent.

Tlhe Exchange Control Act will also be amended, so
that Exchange Control will not be bound by Govern-
ment contracts unless they comply fully with these
conditions.

will cover all borrowing in f oreign currency. And
secondly, there will be, what will be known as the
Internal Loans Act which will cover all borrowing,
both long term or short terrn, in Kenya currency. There
is also a small consequential amendment to the
Exchequer and Audit Act to bring it into line with
these amendnrents.

A consequence oi the proposed amendments is that
we shall also repeal ancl remove from the Laws of
Kenya some twenty-seven rcdundant borrowing Acts.
I hope that then both the House and our lenders will
understand the borrowing legislation rather etter. It
will be observed that specific procedures for reporting
to Parliament the amounts of borrowings drawn and
outstanding each year have been provided in the two
remaining borrowing Acts.

I know that Hon. Members of this House have
expressed concern from time to time at trhe extent of
the borrowing by Government. I am concerned that the
House should understand more clearly how much we
have borrowed at home and abroad and the amend-
ments are designed to assist the House jn this.

As a result of substantial short term foreign borrow-
ings that have been made in the last two years, it is
necessary that we monitor our borrowings carefully
without any confusion in this. At the moment our
external debt ratio-trhe ratio of debt service costs to
receipts of foreign exchange-is not a problem. The
Economic Survey calculates that in 1977 it was little
more than 3 per cent. But as a result of recent short
term borrowing, it is likely to rise over the next few
years. Indeed in the current year, we project the ratio
to rise to 7 per cent.

Even 7 per cent is not panticularly high but the time
has come to exercise greater care in borrowing short
term overseas and I have decided that, for the time
,being, no nsw commitments for borrowing short term
will be entered into by Government De,partments or
statutory corporations.

G or,'r,nNprr,wr G u.lnanrees
An important part of our external de,bt position is

represented by guarantees for loan covenants granted
by Parliament from time to time. As with direct borrow-
ing, it .is not always clear exactly how muoh has been
guaranteed and is still outstanding. Accordingly, I
propose to a,mend the Guarantee Act to make jt clear
exactly how much is outstanding, by way of guarantees,
whether in Kenya currency or foreign exchange. Once
again, provision is made for an annual report to
Parliament.

GowRNur,Nr BonRorvrNc

Second,ly, Governmen,t b,orrowing. There has iio the
past been a great deal of confusion amongst lenders to
Government. and indeed a,mongst Hon. Members of
the House, about which Acts of parliament apply to
different types of borrowing. This is not surpriiing, as
there is a whole host of legislation on the Staiute Book
applicable to Government ,borrowing ancl it is not always
clear, even to ex,perts, which Act is applica le in any
particular case.

_ In order to clear u.p this conlusion, I propose lhat all
Government borrowing will eventually cbme within
either onc of two Acrs. Firstly, there will be. what will
be known as the External Loans and Credits Act which

IlrrERru -Iax LeclslalroN
Finally, on the subject of the amendments to legisla-

tion relating to financial administration. I would like to
propose an amendment to the provjsional Collection of
Tax Act.

At t'he moment, that Act allows me to impose taxes
once a Bill has been published but does not allow me
to set up the administrative machinery to collect the
tax. Previously it was possible to use East African
Community Legislalion to implement changes in income

4
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Although not included in the Budget Bills, I also
propose to introduce additional legislation and direc-
tions relating to the insurance industry.

It is appropriate that ,branches of foreign insurance
companies should now be incorporated locally. This is
a simple matter and should not require legislation. I do
propose, however, to introduce legislation for the
stricter supervision and control of insurance business
to protect local policy holders.

I am also concerned about the foreign exchange cost
of insurance unnecessarily written overslas. Accordingly,I have directed that no foreign exchange will be made
available for the insurance of imports from 1st July.AII goods purchased ,by Kenya inr,porters must be
insured with co.rnpanies licensed to tiansact insurance
business in Kenya. I hope ,to save KfTj million per
annum of foreign exchange in this way.

Further, I am determined that a larger share of the
reinsurance business shall be transacted in Kenya to
conserye foreign exchange and all insurance companies
will now be required to refer their external reinsurance
treaties to the Kenya Reinsurance Corporation before
remittances overseas for reinsurance wiil be permitted.

Finally, on insurance, it is important that surplus
funds generated by insurance business should assisi in
financing economic development. Accordingly, I woulcl
like to see a greater proportion of insuiance funds
being invested in real property in Kenya, such as
housing estates, office blocks, industry, etc.

FrNaNcrar- OurrunN 1977 l7g
I would now like to turn to the financial outturn

lql !t" current year 1977l7g. Recurrent expenditure of
Ministries is esrimated to reach Kf373 miliion_Kfl0O
million higher than the amount shown by the Estimates
laid in the House this time last year.

Some Kf72 million of that unbudgeted expenditure
is.,represented by additional defencJ spending. Kf,l2
million was caused by the take_over oi th" General
Fund Services of the East d,frican Community and
K€16 million was represented by other supplementary
expenditure, of which about half were nocessitated ,by
the security situation around our borders.

In a normal year, Kf,I00 million of add.itional
expenditure would have presented us with an impossible
financing problem and it was, therefore, foitunate thatit rvas a boom year for our oconomy. Revenue as a
result was much more buoyant than forecast and sincethe General Fund Revenue came directly into the
Exchequer, tve have been able to finance this additional
expenditure brtrden.

tax and customs procedures. Now we have taken over
those departments this is no longer possible and I feel
that our present law is an anomaly that should be
corrected.

I should emphasize that none of these changes afi'ects
the consritutional right of Parliament to consider,
amend, reject or approve tax legislation as is the case
now.

.Ov.erall, I now expect that the current account surpluswill be higher than originally forecast, perhaps Kf63
million. As usual, any surplus in the recurrent accounton 30th June will be transferred to the Development
Exchequer and I would ask the House to take this as
notice of my intention to do so.

On development account, we originally budgeted for
expenditures of Kll97 million. Supplementary estimates
raised that total to Kf235 million. By the time we
receive the final accounts for the year, I doubt, however,
whethe r development spending will exceed Kll g5
million.

This underspending on development can be looke<l
a.t in two ways. On the one hancl, we have to regret
lhat_development projects approvecl by parlia,ment have
n-ot been implemented on time. But on the other hand,if all the development spending voted had been imple-
mented, we would have been presentecl with a v'ery
difficu,lt fi nancing problem.

Once again aid receipts have been very much lowerthan originally estimatecl*K€4g million'alainst KI69million. To a Iarge extent the lower aid ieceipts aredue to the slower than expected implementation ofprojects as already ,mentioned.

Short term commercial loans have been used tofinance purchases of railway locomotives 
"oA 

A.tao."
equipment to the extent, perhaps, of Kf.47 million, We
have also been able to borrow i record amount through
Government sto,cks in the buoyant monetary conditionsof recent months.

When all these factors are considered together, I
expect to end the financial year with a residuil budgetdeficit of on,ly about Kf9 million. It is possi,ble that
rve could by 30th June achieve an, overall surplus.

. The dependence of the Budget on the banking system
this lear has been very much lower than I origina[y
forecast. In the monetary condition, pr*uiflrg, this has.been 

,a good thing and, overall, I think we 
'can 

attow
ourselves some mild congratulartions t,hat ttre Budget
has worked out as well as it has. I have- to admit,however, that this year, luck has been on'or.,. sia..

Expr.-Nnrrunr' l97B 179

And so we come to the new financial year l97g179,
when, as I ,have already indicated ttre wneJof fortune
may turn against us, with lower commodity prices anda drastically reduced coflee crop.

_ The total expenditure of Ministries prov.ided in theRecurrent Estimates is Kf376 million, virtuatty noincrease on the actual level of expendituie I expect thisyear. Ifowwer, the Estimates provide for a reductjonin defence spending; and _cjvil'expenditureslif I ma!introduce this term-will increase f rom KDTZ millionto Kf298 nrillion, a rise of about l0 per cent. Takinginto account that no provision tras'been--made forincreased salaries this represents perhaps an increasein civil expenditure in real terms of O or O! per cent.
Consolidated Fund F,xpenclitures wjll be much thesamc as this 1,ear, taking into account some under-spending this 1,ear and lower debt repal,mgot, n"rt ,....
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On development, as I indicated earlier, estimatecl

cxpencliture is sharply up-from Kil 85 million to
KI258 ,million, some 40 per cent. Much of this increasc

represents a revo,te of unclerspending this year, parti-
cularly underspending on the larger projects such as

the Upper Tana Reservoir.

I do not propose to say more a'bout the details of
either recurrent or development spending at this stage'

We shall debate the spending allocations in the Com-

mittee of Supply anci I shall hold the matter over until
then.

It is sufficient at this time nrerely to note that in this

Budget I have to finance total expenditure of some

Kf712 million. The rest of my speoch will be concerned

with how I propose to do this.

Ex'rr,RNaL Rr,vr,Nur 1978 179

Firstly, development reveDtle. The external revenue

undrawn in the current year will be available for
1978179 and I estimate that we should draw down
K!69 million compared with Kf48 million this year.

O,f the total of KI69 million, some Kl2l million is

receivable as grant and the other Kf48 million as loans
on concessionary terms. In the past year, one more
country, Sweden, has agreed to provide all its aid to
Kenya on grant terms. Others have eased the terms on
which they make loans to us. A further easing of aid
terms overall is vital if we are to undertake the develop-
ment of the marginal areas of Kenya.

In order to finance the purchase of railway and
defence equipment, further drawings will be made
against commercial loans negotiated in previous years.

This wilt finance approximately Kf33 million of the
expenditure total.

l'hus, of our aggregate gross expenditure of Kf"llZ
nrillion, we expect to use external revenue totalling
KLIOZ million, some l4 per cent of the total. I am thus
left to find Kf6l0 million from local sources.

lNlenNar- REt'E^-uE, 19'18 I 79

ln spite of lower coffee and tea prices, I cstimate
that local revenue, including local appropriations in aid,
should provide some K{516 million. Long term borrow-
ing by way of stock issues from the non-bank sector
should provide me with a further Kf36 million making
a total of K1552 million.

I 'have therefore. a gap of about Kf58 million' Last
year I said in my Budget Speech that I was prepared
to take a risk and finance K€60 million through the
banking system. But as I have explained earlier, it has

in thc event only been necessary to depend on the banks
for only Kf9 million.

Ilvern so. as M'embers are ,a,lr:eady aware, Lhe rate of
inflation in Kenya is already high and it would be
imprudent of me to pump in another KI,58 million
into the money supply and cover my budget gap

simply by creating new money.

This has faced me with a difficult decision. With high
inflation and the prospect of a sizeable balance of
payments deficit, I cannot rely entire'ly on deficit
financing. I have to take out of the monetary system
a reasonable part of the budget gap.

Last year. I was able to reduce the liquidity in the
banliing systenr by asking the banks to subscribe to
Government stock. Some K€l9 million was raised in
this way. I feel I cannot use this device to the same
extent this year but even so, I am seeking approximately
Kl5 million more fro'm the banks. I propo'sc to do this
by rcquiring that all banks maintain a fixed percentage
of their cleposit liabilities in Government stocks.

GPK t5s-4oo-6,'?t
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Sirrce it v,rourld be di1"r'icult fon Hon. f\4errrbet^s to icjentifv the
pnoposed changes; in irnl:ort cjuties witirirr 'cire mamrnoth ncw custorrls
sclredurle, I lrave set ther-rr out separ^ately in the [:inerncial Str:tc;nrent. eincj

these will be availabie to Hon. N4emben.s at Ure end o1'nry speeclr, I
do not, thenefor^e, irrtend to nead out all the changes ;.rrclividually,

Howeven, this yean I have reduced the nates o1' dutSz on mar4y
mone items than I have ilrcneased. Rates of dut5z on rnany food iterns
ane lovyened fnom 50 pen cent to 25 pen cent. Amongsl: this tist 'rvill
be found vegetabies, fnuit and nuts, fnuit juices, sauces, e><tnacts and
jett ies.

Duties on soaps, candles, film nolls, poltshes and cr-eams ane
neduced to 30 pen cent

etc
-l-hene ane a numben of phanmaceutical itenrs - penicillin, antibiotics,

fon which du\z is nemoved altogethen.

-T-hene ane also naw matenial items wlrene dut5,' is t'educed to
20 per^ cent; and a number- of othen items whene vanying nates of du[z
on similan \zpes of machineny on components have been centnaiized on
20 pen cent - some items up, some doram. Amongst the iatten can be
l=ound inon and steel nods, electntc motons, television and nadto pants
fon assernbly.

The nate of dut5z on domestic sewing machines Ls neduced to
2O pen cent; on t14:ewnitens, calculating machines, accounting machitres,
cash negistens a.nd duplicating machines to 30 per cent. Duty on
conrputen tapes is necjuced fnonr 4A per cent to 20 per cent.

All these neductions ol" counse have to be paid fon. Tlrr:ne are
a few irtcneases in dut5z, specificatly designed to v"aise nevenue.

Finstly, I pnopose to set up a highen nate of impont duV, 85 pen
cent, l'on wine imponted in bottle. I anr leaving bulk wines at tre
existtng nate of 75 pen cent, so thene witl be a dut5z advantage to KenSra

Wine Agerrcies arrd wine consumers to punchase wines bottleci and packed
locaIIy.

Secondly, the impont dut5z on spinits - whislgr, bnandy, etc.
will be incneased b5z Sh" 5/- per pnoof titne.

Thindly, the duty on imponted ctganettes vvill be incneased by
Sh. 1OO/- pen kilcgnamme, with incneases also irr cigans and pipe
tobacco. Fon nearsons I shall explain tn a moment, Urese irrcreases
in tobacco cjuties wtll not be as heavy as they may seem at finst.

Taking aII the changes in impor^t duties into account, inclr.rding
tlre charying of dury or goocJs impontecl fnom Tanzania and Uganda and
Ure payment o1' e><pont comltcnsatiorr on etigible qoocls exponteci to tlrc,:se

co,.lntnies." I expe-:r:t the never'rue to be increased by appnoximately l<eO.4
million mone tha.n it would have achieved an5/vvay.
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Ivir-." iil-.rt'i:i..i:: . i i': irr s1.:lJi. iefi; r..riiJr;: i-:t-rliijcrt g,:.;r rri i..:11,,O rlrij.iiiii.i.

L-r.; :.':lr-rs;e "..:',r',i; ;1=r.;t, /','i LrijLii'li, I ;r.sl< tlr;r.t i.:ilrs; ;:;ri-l slt;.r.l.l i)r--': iga;,:;.t,r-.lecj ;i:;
l:,:t;t:t; r'lr-11:i(;. o':'a r"i'ic!.ic)tl t0 be n-toved be:for^e {'ii,3. $r-r:111'rit.-iteo ci !y;;..r., .,;.,,-,.-,

i'./ii'3lfiS.

cUs-i crt",,ts., /ri'lD E>(cjst:

Last 'y'iriii", vilreit I it-,tt'ocir.rcr,ed {ire C)u.;'cc:-;-is eir.C F-:<ci;e [)i-'ii.)ii., I.1.,-,-,.:.,r.'iL

Bili i:o pru;',,icie i;r. Iega. I fr'a,.trtow'ol l< fon Ure e-..iaL,li:.,1'rrrlei-,t c:f l'(er-:5,ars-.; g.,..,6

CL-r::i-r.ri'ns ai-rd [ixc;ise t)epet'trrretlt, I a.cl'.risccl tl-re Flouse i:it;-;.i; i.t \/,/ats t]15,,

it'ii.c:l-rtion tc pubii.'.;h a Crt:.-;i-oi-ns anci E;lctse Biil to nrjl-,iace Ea.st AJ'r'ic.tr-i
()'.rs;torrs; leg i-r,1 ;.r,t-icn 

"

A ner,v Cutstonrs aird Exci.-se Bill is publislred toCa-v. I-; hii.s tf,l<,.,.i^,

lorll;c-:t''Uii:n I hacj eitvtsei.ged to pr'.epane burt the nt:vr Liili 0oe.s ri-r:-riji'l i'ur^i-i-ier.
Lhtiri haicl l)c;:c:r-t iJLti' oi'iS)i.neil ii-rtet'it'!on " 

'Tlle ne,*v Eili l-'i^jriEs 'i;,::!,*.t!.,ei. a.ilr-i
cocli.f ic.s aii existi:rg custorns anC excise legisl.;ei;ir:n. ii: a.in-,:; to r^epLaice
t'::rt se1-;"ii''a..i:e /i.c'[;: six Acts within the Laws cif K'cn5,;. iii'ici i'o,..,l-,,4.c:is
r,nr',Li'iin t.i:.r,.; [ay,,.s oF tJre E]a.r.sl: African Cornrrrur:j.ty.

Br-tt tire nevv L3ill. not only aiins to co<iify aI.i ,:,-,xi:;i'i:rg Cr..r.storris aii1.1

[Ixcit.;C, l3.tt,'S: ij: i;.ir;cr ain-rs tcr up-da'r.ic: ,.-ie Ia'ar;it'ici ii-,t.1"r.;c{i.tc:c i;-;i1>r',.:.rei'n.}i-i-.:.j.

vv'l'r:-'i'r:: ti^r(;s,e are feii: to ba a;;pt.opr'iata, Iit 1::anl-!c:-".ai", it ir,;:'it:-'; tf-'ti.gl':ir:::t
Up (-*Lr.:r Lci'vis pncrce(jL.lnes, .SrJ aEi to p'ry'61'z6r1t. tirt-: a.l-:use ti'i;-rt i,va i;;'1riyu l-)e:j C.i''(;i.r

'u',i.1.-', tl'ra) s;'si:cr-i1 irt t'l're i.a-rsi: fein; year.s.

]-he nerlv Ctisto;t"rs arrr:J Excise Ril.I rvill appiy ti-ie c::-tstori'rs; trr.i.ll
c:ql.,i,.ily to aii r.:c:i;r-lt-r.ie.s -' i.nr:lr.rcJing l';inzenia i.'.ri':cj t.jgarrrJe" -t'!'::

f i"r:r,r trer-J{, ir.r'a'.il. ttl'icl custc}l-: raj Llt')iolf of {jfe F"Ia.st .,l..i=i-ic:;ii't C),:ii"}n-li.,litit'v {'rF.i:

L)f't;l..crr <lown cc,t'lri.:leteiy air-ro' vycl J-:ave t,.: arr.:i';c-:pt t-i-r;ii: i"+;:r.Lit-y.

-l-!'re nevv E-r.iit cioe-e, hf:'lvevet.-. cor,tairt a- serction 'i 1f ,- r.,.zi-;it:|.,

will ailc;r,','i(e:riy,a to e;rter i*tt e:.gne.:ji'nei1 Li rvil.ir a.i't1z (:ti^rr:r. co!.ii-l :;;-i/ ir-;i';i';-,
n-tu1-ua.'l, f'ri.liei" oi'it-,1pc.r'i: ciut_y. \A/e are prepareo to Lelk tc r-r'i:itr::,a. coi;i-rtrie.::
or: a bi!-ateral or n-rultilatr:r'ai basis, i.ncLurcjirrl:; -[anz.;:.nia ancl L.jga.ricli:i, .rl'*rlr'.
suci-r aO reerrrei-l'rs .

In adCitic.n, t'!re lSiti ir''rtnocictces €r ne\^/ cr.rsil)]l't.:i iist cje:;ign*:d tr-r

pr'aviclc-,;: t-:1uclr nlcrre det:tile<j tr-ade class,,tfica.tiotr tir:ti i"i:.r.s r:cerr arra.:.i.i.c.i:le

httlt..:i^ic" Sirrc.c i'i":clc. s?ltictics will in fuh-rnr-: he b";.scri oi-r iitc i-lcin,,

clas.',:ii"ir.:atiol'i, il"it'e:;t'tt s.. rnat'h'.et cievelol:e;ns, trr'icie pli:r.i-l-:ct'.s a'.nC tl tl:
coil'ln-ra1t''ci:i u,ot"lci ';errenell5r r.r',il1. be a;ble t,.; r..ri:t-ait-l t:rrilci.t !'r-i!)t-e ,'iei;:, il {-):-'l

Kertyel.s c;<t:et^i'r;,r1. tr'.-tcie {han he.s been possii-.,ie up. i.i11 i-rr:r,ir" '.1-i1r3 
1'1,.;.,;,, i.tii'.i,'i

n-ncl .sta.tistical., co,-ie 111;11111r-:-r"ii siroulci be broui;i'ri: irito s..33, Ii',,r irr:a;rrr.t'+;i's .':i^,r:

expor'tc rs iii';r i'rr,:d iaitel5z.

Ifv/i:rc)i l.i.. DtJ. i it:-S

Ci't'rci"ii.ii'y. 'r-i-r.r.: i'i'r,-i::; c;[' il'r'.l;:.rrt: rJr-.;Liz i.)i^C.'\/ideC i'i l:i :r ;: ii''.--;: 5,,.;;'.:1.] -:li:
c,f i;-:c ,",,:1r,.''l C...!Ct(.: ii:.:i .-',r"lr..i F-:<ci.:.,.l [:;;ii o.l'i: t.i:e fjL'riylC ,a: l-1,'rr.ii)t', l...ii--:r'i :r r!l

Srari',..,^.-.".c-, .i il.l.i...rt_; It,i1r..:.,,2r.t:(_j t--rV*1. i.l.rC lr.:-: i: :.'l:.,r/ \.r(.:::1..:i.

I



{'1

Cr

D<CiSE

Oven ancj €ibov€r t[-re cl"ra.nges in irrrpr-:pi dr_rtics:,
two cl'rerrrges in Ure t.ates o1' excise.

pr'cposc': to nr::[.1.

AFii^stly, itt or'tJen to s;im;:lify tobac:co ta.xa-t.icn, I propose 1.o air.n;.ticarr;i
Ute pt"es;et^rt sales ta>< a.trd e>lcise on cigar^ettes eurd tobticco iri,Lo a sii-rEIe
excise duty. l-lle tler^,r single nate of exci.q;e rariil be a. Ii.tile higl-ren *ra'
the ;;ne.serrt r'ate c1' e><cise anC sales ta:'< tal<en tcgether; so ure.t the pnice
of a pecket oi" $,,::tl:fg or. Erl?ass),2 iruitl r ise by SO cerrts alllowirig ton
a small incnease to the nratrufactul'en" Azlone expensive br.arrds such 6-srr555tt will incr"case in pnice by Sh. 1/^ per pacl<et, ',^,rlrile tire cheapest:
brrancjs wlll incr.earse by 25 cents pen packet.

Seconcil5u, the rate of excise c>n locatly rnanufactunec1 spinits *
such as gin ancl rzo'Jl<a - ',trill be incneased by Sh. D//iO pen proof litr^e.

-l-aken togetlrer., br.lt witlrout taking
sales tax on cigal-ett:es, the incneases irr
t<f6.4. rnillion to the Exchequen.

into account the abolitiotr oi.
excise ..vilI br-ir:g an additionol.

sAt*Ets 1-l.:t{

I p>nopc::c tf'ia.t thct-'e should also l-'e lncr.ease.-s in .salcs tax
panticulanly tirosc iterns that bning in ure rrost reverlLre.

Tire natr: o1' saie-s ta>< er peti'cl arrcj clieset oil .rvili ii'rci^eas;e l-.52

1O cents pen Iitne. 'l-al<itrg into accouint sonle allo.u^,,apce fc;l-,irigirei" c,:!st-q
of l..rt ocessing i-inC r^,roving cil, the cost o1= tlrese i''ueis ir., .,Vcn-,basai .,vill
t'ise b5r 13 cents, and in hiairobi by 14 cents per. Iitre.

The specific nate of sales ta>< on
will aisc, ii-'tct.eesci b), a fev,r cerils.

lubnicating oils a.n.-:' g1 rea.scs

once ags.irr, I am afnaid, I have: to locr< to beer.. Beer pnice.s
in [(e;'rya ane clieapen than nrost otlren par.ts of the wor^ld ancl corrsr.lr-rir)tioil
cotltinues to nise napidly. -fhe Exchequen niust nra.intcrin its shar^e oi'
the totarl netail pr-tce,
a bottle oF fr-rg[g-. or^

a.nd allowu.lg for. a small i;rcreas:e to lien5rs FJr.,-.:,.ryenic:-sr
\ /i'rite Ca will be 4O cerr'is mcl^e expei'isirre fnorir

tort1ct-t^orry.

I have not irrr:t^ez:-sed the'raxatic'n r:i'n^roton cat^s f''or- a cct4:le
o1' yeerrs arrci tlre o'et-neirrd 1'oi. r,'e!ricles is gr.eaten 'than cs.rr be rlet:
l=t-orn ifre pt^escnt foreign exchnilge allocal-ion. I, Urenefr:r",e, f)noi:,osri
to naise Ure r^atc of sales larx cn pelsscrrcjel. velriclels, o.Uler, t.i-ta.l"i flie
langen buses, fncirt 15 pen cerrt to 20 [,er^ ce:.rt. Sinc:e tiris is ai-r
ad rzarlct^el-n nate of ta>< , tlre irrct'ease irt ca.i. pnicaa 1".,11.1 r.z6.i"y fi-'cnr
modei to ri'roCel. -l-'he chcagrr-:si: cans will incur the lo..vest iitct^eas;r-,:s
irr pnice.

I hat,e ;rine.'rci;z rnet-ltii>itr:ci flre s-;t-y':;tl i ii-rcr.easc in r-ates; c:i"

ciuty a.nd excisr.- on rrvirres iir rd s.ri>ir^its, J-i-tcr.c, uyiII." in ac!<ji.i.l;r.
incne;.se iii tit;1, t.at-e of s;tlc-s tu.: or-r ,vines eiirC si;tt^its fr-'ol-t'; 'l {i
to 20 pen ceril,.

i rri[r,:r''i:
h)e al)

!.1i-'' i'! ()i,:I'i t-



-i-ire ei'Fcct o1' tl"rese cOl"t'tbit-tt:cl :ric)rlf;-t:rrjs ir,,i11 l.',e ti-r'-it tirc.: pl'.rct., i-l ia,
!.>otilr: ol' irrrpor-i.ed rr',lrisk), will r-is;c by a',1 )(:)r-ri: X'i't,t-r/-., ot^. a) !ii:t.lr: bit' i,-i.._1.c
e.rllcu,'itri; iot' l-rigl rer' irnl:,or't cc)i:;'i.s lf-'r,1 i- fi6Lzr.r []f,t r,,.,i. l.,r,rcl-t i-,a..ut,cii C)1 ir-r Utc '
pr'ice. Loctiilr,, rpiit':ufaciur^c:cj :,i1:inill; rnri.il ltr.iii-.;,1)i.,.. (lo Ltit ir5z ;.11;-;.11 ,--.i't.lt/.-,
while wines rn,ill go t.rp cJcl-reifcl iit,.7 ci'r Lhe clr-rzrliLlz oi't.i-16; r,4r'i1-1g ai'tr:j rrvi'rc:i.j..tei^

it is irnpor"tcd in bottie or in [:ull<.

I lrarre alr^eacly mel-rtioneri the al>olii:iorr oi thc.: salesi ia)( orr ciclarette.s
and tobacco and the consoltcj;:tic-rn o1= the tnx 

"viil-t 
l-he e><ci:.e. Ir^r aA]ciiiici-r,

I pt opr:se to cc,:'ttitrr-re wil-lr t.lte pnocecJut"s i lrc-rve follc,ir,;c:ci o\./(-..i. ijre iasi. b,rvo

yeansj of exenrptir-:g naw rnater'i::.ls l'r'or.rr sarles t';u< v*'lrer-e L"tcse cJo nct ent€:n
dir^ect[52 itrto consun-rptiotr. Tl'rer'e is a Iist of such n]rj.,ruf'actut^cl^-st nirw
rriertenials set o'rt irr the Finalrcial St;itement, inciucling cpucie vege'Le.bie
oils and ltottle stoppens.

In adciition, I pt'oposs t-o exerrrpt fr^'om sales tax corrl>letely a lar-gen
numbet^ of snrali ma',nul'acturens. At the rnoment, any mairlr-nactunen r./!/hose

tunnovet^ cloes not exceed KeS, COC per^ yean is not r.eqLrineC to cieciuct arrd
pay sales tax. I pnopose to r'aise i:krat lirnit i.o [-<llOrOOO r,vlrlch wiil liarzr:
Ure ei'fect cf nenrorring some SOC small rnarrufactut'ers fr^or-n Ure sco;:e of the
sales ta>< altogether. This wtll, I lrope, be a boost to srnail incJu,:;ti.y ir-r

this cournttry and since t.he collection cosLs oi sales U-rx fr^cri-r^r st-na.ll l=ii-.i-ns
is nelatively higl't, I do not exirect any significarrt loss o1' l^evenLle.

Orzer.al 1.. the charrges I have pnoposed tcclay
bning an aclditiorral KD7,3 rnillion tio tlre t^(lvenue in

in the sales to< wiil
a i=ull yeat^.

iNC)ON/t: -i-,i')(

I rrow tunr to tl^re incorne t-a><" Tlrene a.i-e i:t f'eyy tecl-riricell cl-ian.res
coiltained itr ti-re Fina.nce Bi.ll v,,hich al^e c:onsec:rrentierl on i.lre collapi;r: ol"
the Eas;t A'i"nic;rn Corrrmunity. Arric'ngst tirese is l-ire ner,v cjef'tnii:ic,r-l oi
incor^ne fon teix purposos r,vlrici-r, rvitlr effect'ir-orrr yeFrr^ <;l' incori're 1978, wiil
Lre restnicted to incorrie ar.ising tn l"(enya and not tr: in<-:orne ar^ising ir-r tht:
pantnen s;batel,: as a whole.

In adcliticn, tl-ie op1>c.,r ttinit1z has beerr ta.ken to exter-rd tl're defirriti.on
of l(enya for income ta-x punposes to the col-rt,inental slre',f, since thei"e is
sorTre pcssi!..iiit5l ol'nesour.ce cJevelop.,rnent ofr-slror'e oi'l(ei-rya in tlre yeo.r-s
ahead, a-ntl we shoulcj make it clean ncw tlrat l(en5rer pnoposes to exet^cise
tax junisoictic>n ovel^ Ure continerrtal shelf in that even''..

Seconcily, I arn no\rv corl\uirrcecj that the s5zstern oi' ta>< ciearrtnce
centil'icerles ilrtnoduced some ye.rns ago ha.s serrzed it^s prr.qr'pLrsg. -fhe cost
of adrnirti.stenirrg tl'r.e pneser"lt sc:l-rerrre outrn,r.:igi-rs a,,:ry r.evei-lue be;lafi{:s.
Accci dirtg.-7152, tlre nequir- crirre.rrt tl"ra-t all ne-s':cJer-i ,-:; tr'.e'\.,r,ri i i.rrg ovet'.s(:as s;itr:ltId
obt.lin a ta)( cleanance centii=icate i.s abolis;hei.l v,,.i.tir i.rnrle,Jiate efl'r-:c:'t. I
arT-r sure tl-p.t this n-iove wtll be ii1:1:r'ecierted bv iiie tnaveilirig public.

I pnoprlse, ho'.rirev,.:i', to neser-ve onc sai=ellulir'C for tj.',e nevent.jc.
When i,,'r irrci i,.zi'iual iip,>lic.s to Excl'r.1r1ge C)orii.r.ci f',ii" elr"ri.gliirrir-'11 tr^eai.r'l.rc:;'it,

lre rnlill be ne...1uir'ecl to si-ro,rv tl'riri. he kr:.rs c:leai''eci oii arry it-rc,orne tax
iia[:iiit1,, bci'ci^e Excl-]it'lge Coi'rtt'cl 1:er^nris-;sion will be 5Tniirrt€:(i for zin

er':'r ig l'aticrt aLl 1o'r,s.ncc



a -l-irircjl),', i 1lr'oposc.: i-C, r;io!:rr o' ii-'r.;,i Lor;Di'io'La L.li.r'.Jc!" r'rltic;h:;llar'.,:l',r,i(ii::t'.r--
Of 1-rf i..,a.te C(il'r1i:,:i,:.1 irl l; l'li:itre i:lr.()r.C!L:':'-i 1.u r.r1 1-i;-',gj2t^ .r;CC:1-itil'l iari b:,/ (-i;tt',/(:,-T.l;i-:rj

U-r();Y-):jC'ri\./e.-j ii'ti-O l,)it.>i.iC CCll-) ti);ll :i(-r-(.:. Si.:t--tl,.,n 24 Ci,ra:l'l'rS; ui i'.ri1;'a,,(r,'; 19 l-;..1,..,i]

i)e.e.,:t 1.r.iic-i tC i.i t: si-t,-lt';i,OlCi:.rl-; r31../':ii-t ti t)t.rl'il-r {-'i't,:\z rr-r:.iy ni)t: l),,: O,_:i-lalr.l-ai . 'i i , I

I.JC i;t':if Uil-:C (:(_-;:'i1[r.:l;-l];,, that' ;.r;l;1 i:1..; !)i^C'if:l ,'.:r- der,'elO1;n^,c,nt necd l),-_-: Cr-litr:=l-r,L ii
by t.fris: at-ner-l(jrr),:rr-r r-. Ii is .t:irrri-riy ari al,''lti'-ij\/.)idati-r(;e rn()i:t'iui^e 

,j

Fcluri't-hl.)r, 1 a,'r-r cc:-)\/irt(:€)ci i.htrt fiir.r'ir etrri)l.c))/;res wllo a.i"e t t:quir...-,ci
to lirze on a t=art'i';-i ul-,Cet^ lJrc ten-n.'; r>f th.:in ernploJ,'rnrrr.rt a.r'e tr:.>tecl i-lni'lii-1.7
tr'/l^,e:l tii,?.y i:ne cl'ralgeci 1"oI'thc l,air-:e oi ti-:e'lr'l-i.)Lr:ie at 15 pan cent oi'tlt,.:ir'
er-t lolLJn^r.)nLs " i ;:ri^op-',351-;. tirer^e'ioi^e to r-ecir-lce U're hr:rrsing ci-ra.nge f'oi^
ergr"icuituna). et'rrpic)5/.)es to 1C pet^ cent oi en-roi:-lr'!'te.rls.

Fifthly, t-lle a.llo,,r'iance fot' tax f i*ee fringri beirefits has r.emai;1€i(i
ullcharigecj at Si:.1rQO(J,/- pen yean fon nra:try leit1"s" Irr tire iiclni: o1" il-:i'lirlic,r,
I pr''cg:ose to raise tlris anrount to Sh.21 4O()/^ p(']r' ).'ean wl-rich wtll allor,v
vyor"i<s czlilteen lt-rlc:[-ies and slrtrilan rnirroy" i'ninge berre,rits tc be fnee oi'ca;<.

I e><plained to tjre [-'lo::se. ia.st 5rean lira.t I'rve,.s; concertled at the air-rcui:t
of i,rx ev;rsic,t in l(errya anrJ that tfris wa.s harring tii': ei'ie:ct of i"cciucir)g i-;.rc

Fevenu.3 receir,'ccj by t.hre Excirequen. incr'eescci e:-i'iorts b), tile tax depal'.tr-r-..lii
ii'r t-!rc ia.st 5;63,- l-:::,i,,e signit"ic.:.r'itilz reduced ti'ie in-,pact of'e',ras;ictrr;rnd inr:oi-rre
tax l"eceii)'Ls flt,',\./e been lrluch closer tt-r tlie total tliat slrould be coilecterj"

Revei'i'-r,*+ is, hr:',t/e\renr still atfl'ecterJ hy tax[rei)zer's cir:izrying ti'ir'3;.i. 1;11i

pfl)rrt^r+itts b,--.1,,,oncJ tlle clat'e l-he5, ane (jure r.,rrrcl rn5r gi;''6 it-rco:'r'rr: ta.>< r-neasur"t:
toria5z is to incr'et,ir:3 tira penijilt:y f*c'rn late l-,a)ii-i^r,ti-'t t of te.x fnoii-r firre ps1^ '.'-''
to ierr p,3n cent of the t'.ix due.

-I-his will rrot i:fi'ect any laiv aiiicling taxl:a5r6;' wkro pa.5zs on tirne buit
e!-r5;g;16, rru|'ir: [s i:r.i-e ii-r his pavrrients will s;ui"i"(ii'a lraaviei^ pci-ralV ij-tr:rr

pi-e."riously wit.h eI'l'c-;ct fr^orn r)cj>(t yean.

A/ry n<r>.t trrcorne ta>< pr^oi)osal il; eilsr.r concet'i1eC rnliUi ta;< atvoician,:r-:,
It has been poss:ible '-rndet. the exi.stirrg Ar.:t f'or- tlrc, t,r><pa;vet- to i un a
busirress at a ic-:.::s arrd to dccjuct thart lr.::s l=r^onr ot[-rel' i;yabie irrcome,
so that lre er-ids up by payirrg little or^ rro ta><. althr:trEi'r it is obvious to
alll tlrat he er-rjo5,s a veny high sLa.ndat.cl c-ri' lit,irig

Wtth el-iect frorr-, 19-7ic, tl^,at rt,i.ll i-ro lo:tgc.,r, be po.ssible" Loss;e-;
oi= business i.ncornc r,n,iil oi-iiy be allov,yecl fot'set oi'f'again:st- f-rro1"its oil ti-r.;:i: ilr':
of' L:usiriess aind riot aga.ii-rst ot'her" irrcor-,re" Elulsincss i<.:sses ca.n sr:iii i:e
cant^iod i"crv;;.r'ci brrt not set off argeirrsst ernployriii:lnt income, rertLsl e'J:.
-1-lris ie , I tlrink, arl ii-r-r;.:ci"tai^rt inii:novci riont. irl c,un r-a>: Iegislatioir.

Aziy last. change for' this y'.iai" ;rr'i'ects tire inc:on^,r: ta:.< cltatpr:able
ol't capitar,l qariris. Tl^rer-e tras been !:i(Ji-rlij:: technlc;:.I dif i'icul.ty Qvr.r tire '.t'ct'i-.il':;
oi'the sectto,r of tiie Act ttrat iirnii'-.; iJ-re ri,ite of'l-e:.r cirarpe:ri--rle orl titis t)6.ra

of incorna. L, i:!rc-:r'el'oi-'e, 1.)i c.1:oscl to c.] r'cyr th:rt sccti.r:n - '34/-:r " i'lnd i.(:
sin',;,liiy'tl'rc !i5zs;io't'-, b-v c-.1":i,rt-1qti:g to l-:i>: <;;-,'i;y cilc-''k:.-i. l.f c:'ti-rc 1';i,:.:'n l-'c&1-!'-,:'-'l'

by a.n ir"rcl i.zicrr.rill. ori t*ter s:iir,r oi 1:r'ope:r'\2. -r hi:; i.,ri1l ha'rre tl l.i ,:'ji[('rct (';: l'',- :i' '-

Ule iri,l:act c'r t.ix ()i-l capit,:1. !airrs f'c-r1- 6:.,11 i-i/onc, rioi. .iust L!'tos11 Jt'evirlij i,':r.':

at tirr,: |cp rates" I iirn nla[<ii=r'; ti'1il-i c:f'r:ir-lr-1,.,, t'ett-1,lacLii.'3 tr) ],/ci:ti^ 'l,:,i' i.i li''-'': i:'

1971.j .

t

FirrarliY,
i=or'1[t79, J-h:,

1..4n. Speakr:t-.. I;>nC.,;-'OS,:r f;a-) ':.!i:,t''jat{,r.j il":,-.''1.i-r-:1:;;:' j;1i;r-,;-:-i;;.

t-atCS I arii'trlr,ilC(:.,C1 i;i::t rzr..i:i^ Lr-, l-,,.'.r..- <li'i',.:<:'. ii-; -i :;-O '.."ii i



.'.. /,
c()l-: i.i:.,'. ,aj: i.l-'l f'Crt-'c..: 'i'ol-' i .cl7t) _

Attcl srl i'./ii". 5i;::,e.lii:r i-, tl lesrc .,:'.. rrl\/ i2r'.;ri,i:,t ;-:;..i.;:lr;..ij:r:.j is i,r>r. 1-,,,: ,._),--,1ii;.

aril<j tlti.::; i^ri::.;,Jc. ti-rc tsucl,3 .ti- r.:1t,1-, l:o ali:)oi.ri: !<j)/;.1) i;-; iij i.lt::.r , -l-i.ii,: is: si-ii i ,,.
irig;!rt;i^ <;;:rr:r'U^rir11 I r,r,Oulcl 'Lilr.e tr;l:.-;:.aj LrLru,/./c a;-.a.,r.;.11-,..i;r.: r,,,i.i.i,i f,r;l.i:r--:;t;: ,J.r (,:
natioliril 'inccr,'rt: ev(in r^rr(ri''e rrri<.ct-fJ:in ii.,r:rt r.rsu:.r[.

Ii' coiii;r iJl*ociuctici.) is t'ii.'i: as l.i;:cj as vye llor/ f'|el.,!.', if- itie r.e(jc\,, 1i..:,r
Cf c,::fi'ee p;r'ir-.(;'i iif ;'le iils:;t (::C,r.tr)le_: C;f \.rv.ee[aS is sciilr:tnii-::l t"ili:^e Urari^r
ternp.;i'.,'.i')/ (;i' ii c'.,1i:r;t-'k; r;i= nC:'i-i:i.a.d;tiOti.uti pr"oci'-rr_.iS can b.: {jt,{.pijli-lC;ecl a. i". ,.
f-h:;tei' i'iite, t:tie LI't-'Jg6! ci.-,i'icii: ccuiij be sn^,allci", 'J':an rtov,/ see;1t.s i:l-<ei.y,

Iit son'ic t!*'i:i.\/t:.1 t Uris veat'!s LJuCeet i.s l:igirllr'l-g,.hr.ic;ri v'riLi.r tnt: r.jn-rpl-iixsi!
beittg; o.r the i"i?foi'i'i't of tax ii;rC fin;:r")(jiarl- Iegislnl.ic.:-r i^,lfl.ren than the
itrtfc-'cjr-lc;ticu-r c.ri' si.ii:-'-tar-ii:i,a-i rliw ';ax tt-rearsui^os. pr^orzide,l 1-r3 ;-ioiJ,ae a.i)i.,i.c.,\/(),:
Ute |rieasures I 1:l-'o1:;ciser, scint: 3,' rjr)il;1i^ete piecc::: of Lc:gtsLi.,.tion v,r,iLli i:r,j
l clirov.jci f'I'ol'il tiie strit'-tte bo,-rl< ancj ro1:i.acec i:y lr_.gisleition ti-ra;.t rvr7i1.1 1ra,
nloi^c r.)a.sil:v t.t:'iCi:t':;tr.:cd by iJon, I\'1eri-rbtii.s oi" tiri.": i-Jous<,: a-icj t're. geriei ;j.i.
J>ubi ic.

AiilrouS;l't \1,'e sl'iaLl stiti no cloLrbt rnakr: ciranEes; ir.i orrr tr-;xi6g 4ci=
f't^it^.tr ti;',-re to tirrre, Ure r-rl').ii'l tirrusi: ci" oi.ri- t-a)( :efoi-i-i,r l)r.,argrdl-i^rirte ha.s
L:esn coi-r^ilrleted vi,it:ir tl-ie irr-rplcniei-;iattcn of l(err.v;..t ir:,:ui$iaittoi-: .i.c-.,r. 

ir-rc:or-;.ie:
tax, sfi.i.es; t;r.x errrci notry ct.iston-ls and exc:iee.

Oltf' eC'Ol"lOr'l1v hAS; t^Ccr-ry6pE-.c' rr,rC:ll- fr.Ont tlfO S,rfi-rrin"S O;,' 1974-"7A. It i.S
Ilo'"v sl-:l'c:iiiill^ ti13n it v'ras thcn. As I c.,.<pla.tile,d,- hor,vever... [-lie l'cne<:ztsl
is l'on rrerr d;.i-i"ic;ulti.es ai:ea.,J ii-r 1g'/';.. I beriieve ...ve al-.e;.tcu; biltten plzrccr.:_!
l:O l=arce titcsr='cliiiici-rliies e.itr:i I am ccr-rfi,,ierit ihrl'"t rrte carn face i_iie.."n \,.Jiti.:c,_Il:
uridiia lrarisliip.

At iJre end of' this ye;,rt''.. vr,r.; si-ral'!. pui>iish ()Lil^ fo,..ti.{-lr Deverloprncr:t
Plar-, [c nra.l:r o'-ri-;:ir.iii fol^',;l're nexj: fi.'.re ),.eal^s. IViy t3u5get is ie::iqrr,..,,J L1o

pl'€;f)ilre. tl-ic. yvaly fOr, the nevi, PLan.

A/lt'. S1>eaker^, i beg to rn(,ve.


