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Mr. Speaker. Sir

I heg to nt.rve that N{r
Chair.

Spcaker do no* leave the

Speech delivered ro the Nacionar Assembry cn 7ch June, 1979,
Hon. Mwai Kibal<i, Vice-president and Minisrer For Finance,
of Kenya, when presencing the Budget for the Fiscal year
(isr Jrly ro 30th June).
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REPUBLIC OF KE\YA
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Repu blic

t979t80

as Ihad alreadv forecast, the balance ttf pavments
becantc. on;e again, the major constraint to economic
growth.

Looking ar rnJrvidual economic sectors. CDp gene-
rated in aL,ricu!rurt,, lorestry'antl .fbhirt,4 has been
substantiallr redu,.eil in l97ti when nreasured at current
price;. At constlnt prices a small fall seems likeli,."I'he rarns jn lq-S were too heavy for a good coflee
harvest to be reiped in 1978 79 but mosl other crops
appear to h:rve done fairly well and the livestock
industrv has benefitted from the good pastures. The
rise in pri;es oi domestically consumeJ crops and
livestock producls was more than outweished bv the
siump in pnccs of export crops, resulting in an overall
decline of 1.S per cent in the index of irems sold by
the agricuitural secror in 1978. The index of prices of
inpuls purchased b1, the sector on the olher hand rose
by 7.5 per cen[ in 1978. Thus, this combined effect of a
rise in the prices paid and a fall in the prices received
brought about an 8.5 per cent fall in ths sector's terms
of trade in 197E. Manulacturine industrl. has recorded
another subsrantial advanoe in 1978 althoueh not at the
level of lg77 because of some adverse influ'ences includ-
ing the lack oi substantial growth in expons. The effects
of imporr controis on the supplies of rau. materials to
industrv w3re noi felt materially in l9iS. ll,holesalc
and ratail traLlL, appears to have had a goort year in
l97ti and saies on imports and local production were at
high levels. The tourist industry earned the country
record foreign earnings even though there was onlv a
small increase in tourist arrivals from overseas count;ies.

The transport sector showed some improvement on
1977 with the better functioning of the dornestic
corporations established to take owr from the defunct
E.A. Corporations. However, there is still room for
better perforrnanoe and greater profitability in this
sector. The consrructiott industry was v;orking nearer
its capacitv in 1978, but the improvement over 1977
was not as great as might have been indrcated by the
figures on building plans passed by local authorities
in 1977 and 197S.

Sralt: o: r-rti_ Eco:lor,rr

I rvish trr o:-a$, the attention of Hon. lr{embers to
the Statemenl> made bv H.E. the president ai the timeof launching lhe Fourth Developmen; plan and in the
Speech at th!- Srlte Opening of parliament. His Excel-
lenc1, warneC t:1e nation that the econom). fa,-ed manv
problems and irrr th.' coming months were going to
be verv difficui:. These difllculties are now already here
w.ith ul and se have to face them.

I hope that Hon. Members have read this year,s
Econcmic Sun.er which contains a full and up_to_date
anall,,sis of the current economic situation. I also hopethat Hon. Ir{embers have studied in detail rhe new
Development Plan for 1979-19g3 as uell as th3 printed
Estimates of Revenue and Expenditure for 1979/19g0
which are beiore us todai'.

In my Budget Speech last year, I reported on thevery encouraging performance of the economr. arising
from the boom in commoditl,prices oi 1977 ;S. I was
then able to s:.ate that. our main problem u.as that ofinternallv generaled inflation resulring from excessive
li-quiditv in [ne svstem. i warned oi the dangers ofrelaxing the grip on monev supply since thjs wouldonly add to tne flames of inflation.

. For m:rny reasons, the periormance of the e;onomyin 1978_w,as n.ri as good as had been anticjpated. The
sevcre drop in commoditv prices in the Iatier part ofthe year had a most dramatic ellect on our terms oftrade. The impact of certain payments related tonational securiil, became more pronounced. The relaxa-tion on impon contracs early in l97E also resulted inmany foreign commitments being entereC into and theresult of this uas experienced in the followin! months.

At the sanl3 time. the Government.s o,*.n foreign
expenditures u'ere raised considerabiv bv increasecl
investments in infrastructure and manufacturing, parti-
gu^l1ll, in the Corporations inherited from the EastAfrican Communitl' and in the sugar industn.. Thus,

Scrvicc.s, rncluding the Government's oivn employ_
ment. continueC to grow reflecting an increase in the
numbers in emplol,ment. Elsewhere private sector
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services benefitted from the high level of. 1977 lncomes
which were berng spent rn 1976.

Thus, apart l'ron.r the need to contain imports and
domestrc credrt erp.insion, l97E rvas in general a reason-
ably successful I'ea: though the overall GDP growth
rate. at about -s 7 p,er cent, was below what hed been
forecast and belou the annual average expecteJ rn the
new Plan penod,

In the 1978'79 Financial Year, Government revenues
were belorv expectatlons partly because of the decline
in rncomes as uei, as because of the rmport controls
imposed in 197S. On the other hand, recurrent expendi-
ture has nsen mor3 rapidly than anticrpated. Thrs has
reduced th: recurrent surplus considerabll'. makrng it
necessary to fill the gap in the resources requlred for
the development budget bv increasrng the toial of
Treasurl, Brlls on risue. This form oi deficit financing
may have raised rni'letionary pressures rn the e.'.-rnomy
but its lmpact ha. been Lmited b1'the subsrantial
reduction Ln the country's net foreign assets.

The malor feature in the monetar)' scene rn 1978
was the Iarge reciuct.ion in net f orergn assets by
Kt77.6 miliron. Tn: impact of this reduction on the
money supplr' \r'as more than by the rise rn domestic
credit of KIl59.3 million so that the total of money
and quasi-monet' rose by Kf85.2 mii.lion or bv 13.7
per cent. Srnce October, 1978, there has been.little
change in the moDetary aggregates and inflationary
pressures had temporarily abated from October, 1978
to Februari', 1979.

Preliminary data on employment and earnings show
lhat th,e numbers rn wage employment probablv rose
by only about I per cent in 1978, whrle real \.r'ages,
after adjusting for consumer price increases averaging
12.5 per cent., fell b1'about 1.4 per cent. The squeeze
on real earnings of the wage emploved was aflected
by the rise in rennl pa),ments as well as by in.-reases
in prices of a *'hole range of products including
foodstufls.

A particularlv important subject in the economic
scene in Kenva is the net cost of petroleum imports.
Sinle 1973 the price of crude petroleum has soared
and while Kenl'a benefits from the external sales of
petroJeum products from the Mombasa refinen'. the
gains from these sales at higher prices have not been
sumcient to offset the higher cost of the crude oil and
oil product imports. Thus the nct cost of petroleum
imports has been risen from K€l .1 million in 1973 to
Kf47.3 million in 1978. The continuation of this trend
will have particularly unfavourable implications on
the economy as a rr-hole.

B.ueNcr, oF PAyME\Ts

During the year 1978, total export earnings declined
by 21 .l per cent as compared with 1977. At the same
time paynrents for our imports increased rapidll' to a
total of KL66l.2 million which was 24.4 per ent higher
than in 1977. The large visible trade gap of Kf265.5
miltion could not be 'covered by net receipts from

invisible transa.tions and capital inflou's. The countr.v's
balance of pavments recorded a deficrt of Kf77.6 milhon
'at the end of 1978 compared to a surplus oi Kflll.T
million in 19li

ln view of thrs. the Government found rt necessar)
to introduce urgent meesures in December I,r reduce
the level of rmDortatron as well as to control domestic
credit. l-he lmport pre-payment and deposrr scheme
rntroduced on December 22od is armed at makrng it
posslble for rmpor[ers to be more selectrve and cautious
rn [he use o[ our iorergn exchange, while also makrng
consumers more oriented towards purchasing localll'
manufactured goods. In its modified form. the scheme
provides for progressrve penaltl'on luxurl trems oI
lmport whrle eremptlng those essential irems required
l'or our developmsnt pro;ects, partlcularlt in agriculture
and manufacturng. Also exempted are those essential
items of social use such as drugs. The scheme rs under
constant revieu and adjustments are made as anl when
it becomes neJessart'. In thrs connection. most of the
cntrcism levelleJ agalnst the scheme has been f rom
mrsintormed and ill-rntentioned self-interests

The scheme $as a necessary short. terrn measure to
regulate and control lmports so that essen[ial supplres
which are nor locally available may be grven prioritl'
in the use of our limited foreign reserves. This approach
rs also within our general policy of reducrng lmport
dependency.

lupLlcr'troi.rs o\ FtscAL AND MoNETARy Pot-rc)' oF
Pnrser.rr Outoox ron 1979

The adverse trend in the ba.lance of pa).ments
experiencred in 1978 is expected to continue in 1979
and 1980. With the already announced increase of t4.5
per cent in the price of crude oil for 1979, our import
brll will rise substantialll'. At the same time, the global
increasc in crude oil prices will automaticalll' lead to
increases in other essential imports. The commrtments
already made on defenoe, the former Communin. Cor-
porations and the recent capital inve,stment commitments
in the private sector. will confinue to denrand the use
of a substantial portion of our reduced foreign reseryes.
On the other hand, our exports reeipts, for reasons
already explaLned, cannot be expected to increase-if
anything they w'ill fall below the l978 level. Ir is.
therefore, forecast that the balance of pa."-menrs will
record a deficit which will deplete our reserves to
unacceptably low, level. We shall, therefore, have to
seek international resources to enable us to continue
paying for our most essential imports.

As already mentioned earlier, the coffee boom w,hich
had a significant impact on Kerya's GDP gror*th rate
in 1977 came to an end in 1978, resulting in a drop
in the rate o[ growth of GDP from ?.3 per ceDt in
1977 to 5.7 per cent in 1978. For 1979, due to the
combined effect of reduced coffee crop and skcwing
down in economrc activity arising from the need to
contain the deficit in the balance of payrneats, GDp
growth rate seems unlikely to exeod 4 per ccnt at
oonstant prices. In fact, it may be as low as 3 per cetrt.

)
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Figures for the first few months of. 1979 show that
the country's ioreign reserves are no longer faliing but
this is a somewhat misleading picture in view of the
substanlial import appiications and authorization which
have not been paid for.

The anticipated balance of payments deficit is such
that it cannot be met purely by import controis and
minor reductions ln foreign reserve hold.ings. I therefore
propose to meet part of this resource gap bi iimited
use of commercial borrowing. Hon. Members will be
aware that the Government has always srronell resisted
pressures that u'e should increase our overseas borrow-
ing and particulariv through commercial banks. We
have always maintained that such borrowing dces not
solve problems of long-term investment requfements
and development needs. Indeed, such borrou'ing if
used only to finance consumer items of impons would
tend to compound our problems by providing short-term
cover for fundamental structural problems-a clear case
of sweeping the dirt under the carpet.

In the present clrcumstances. however, we have to
provide limited co,''er for the import requirements of
the new Development Plan, particularly for those pro-
jects and programmes which depend on imported inputs.
For this purpose. and in order to cover any budgetary
deficit which ma! not be fully covered by other measures,
I have arranged *'ith a consortium of major banks in
Lo,ndon to provide a Euro-currency loan of $200
million to finance the import conte.nt requirements of
some projects in the new Development Plan. This
faoility, which will be repayable in six years, with an
eighteen months grace period, need not be used in full
and for the coming financial year, I hope to use only
K€25 million, for budgetary support.

At the same time, I have had most fruitful discus-
sions with the International Monetary Fuod aod the
World Bank with a view to getting their support to
meet some of ou:' foreign exchange requirements
through IMF faciiities and an IBRD programme loan.
Similarly, I have been able to convince our major
bilateral assistance donors of the need to convert some
of their project aid funds to balance of payments
support. If the necessary negotiations are concluded
urleatly, it will perhaps not be ,n€cessary for us to draw
down on the full amount of the commercial loan I have
just referred to. Since this would also be ooe way of
reducing the pressure ,on Government borrowiog from
the local baaking sysfern, everything is being done
to ensure speedy conclusions of these arrang€ments.
I would like to express our utrnost appreciation to
the agencies and governments who have, once again,
proved to be so undenstanding of our problerns in these
dfficult times.

AII these nrcasures will take some time to imprement
and per,traps even longer to show a definite improve-
ment im our reserve position.

The import controls ncvw in openation will therefore
be oontinued in the short run. However, these controls
cannot be continued for too long because of the danger
of causing reduction in economic activity io manufac-

turing and commerce, followed by ripple effects on
the rest of the economy. The consequences of this, as

Hon. Members are awar€, would be stagnation of
[he eoonom!. resulting in our inabiiitl' to achieve the
principal polil' objectives outlined in the Plan.

Alternative measures must therefore be f ound to
prevent the economy from stagnating in the face of
the deterioration in the country's terms of trade. These
measures will. to a large extent, include borrowing of
international resources for balance of payments support,
increased use of bilateral assi,stance for import financ-
ing. and possible reduction in f'oreign reserves holding
to facilitate the easing of import and credit con'trols.
But the amount of foreign resources estimated to be
received *'jll not solve this problem overnight. Even
if it were in such quantities as would put our balance
of payments into a hoalthy position, it would still
require us to reorganize our priorities to ensure that
available resourcs are utilized on the most essential
developments.

Accordinglv. Mr. Speaker, we shall be forced to
make some domestic adjustmen:t particularly in mone-
tary policv and Government expenditures. This is the
price we have to pay for over-reliance on a few export
commodities whose prices fluctuate widely and a struc-
ture of industrial producti.on developed mainly to
eervice the domestic market, but based on a high
proportion of imported raw materials.

The monetary policy pursued over the last two years
has been geared towards the reduction of growth in
\rnoney suppll' and domestic oredit The effects of this
tight money siruation on the economy have also been
reflocted i:r the domestic priccs. Thus, the increases
in consumer prices in 1978 were lower tfian io 1977.
In 1978, consumer prices in Nairobi rose by 13.7, 8.1
and 8.3 per c€nt for lower, middle and upper income
groups compared to 21.0, 13.5 and 14.5 per cent
respectively in 1977. Thus, the .tight rnoney situation
has considerabll,' redue.d ,the rate of inflation in the
past year. But. while domestic credit needs to be con-
trolled to prevent inflationary pressures from rapidly
rising monel' supply, it must abo be realized that
domestic credit is crucial in determining ttre revival
or slump ia economic activitty. However, faced as we
are by a deteriorating balance of paymen.ts, it would
be imprudent ecooomic matragernent for us to wholly
relax the crcdit squeeze,ncyw in force. I have, however,
dirocted the Govennor of ,the Centra,l Bank to reduce
the Iiquidity ratio to 16 per cent to eoable cornmercial
banks lend a little more to the oconony. I shall,
therefore, expect domestic credit to be maiotained at
a slightly higtrer level in 1979 than las yar.

With regard to Governmeot ex;pendittrres, we have
had, regrettablv. to curtail both the recurrent and
development budget slightly next year in order to
reduce Governrnent demand on dornestic credit. Con-
sequently, Hon. Members wil,l already have noticed
from their copies of the Printed Estimales that ttre
1979 l8O Estimates are lower ttran the projclions con-
tained in the Development Plan. I should like to
emphasize that the decision to reduce dwelopmeot

3
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spending has been taken most reluctantlv and only in
the light of the [mrted options open to us under the

prevailing balance of paymenls po,sitton.

As I said earlte:. I estimate the growth of GDP at

current prices rn 1e,9 to be no more than -1 per ceDt'

This percentage ln:rease in GDP would mean that
Government revenues might rrse by a similar percentagc

without changes rn the present levels of taratton But

the import contro:s ln operatlon will ehmrnate an1'

possibte rise in dults and sales tax collected on imports'
ln addition. thev uill result tn decline in prohts thus

reduci'ng gro\tth oI Corporation Tax at current rates'

So the rise in totat revenue should be belou' the '1 per

cent.

However, it ts unlikely that we shall be able to

contain ,price increases to less than ten per ceni in the

coming year and 
"flis 

in itsclf should resul! in soms

,increase in revenu: It is safe, therefore' to forecast
'that Governmen! revenue at existing rates is likell'
to rise by aboui -< per cent in 1979/80 over the level
,to be attained thts rear. This rate of increase will bring
,the level of revenue far belorv our targets in the Plan.

Al,ternative methc,is of taxation must theref ore be

considered to ensure that revenue recelpts can be

rncreased to meet more of the Governmen!'s extended
commitrnents.

FrN,tNct,r.t- Ourrurr 197 8 I 79

In the last Budget Speech, I estimated a total recur-
rent revenue of Kf-504.85 miLlion. Of this, fl58 million
was to come from Customs and Excise. K€120 million
from Sales Tax and Kfl72 million was to be raised
,through lncome Tar. The balance of Kl54.S5 million
was to be generated by various other sources of revenue.

These estimates \+'ere bared on the assumption that
the €conomy would continue experiencing the buovancy
which was evident throughout 1977 arrd in earll' 1978.

ln the event. these economic conditions did not sustaln.
The rapid deterioration in the terms of trade and the

roduction in availability of domes'tic credit. coupled
wirth l,ower returrls in agriculture and commerce have

all led to a serious shortfalt in revenue reccipts. The
lower level of imports had a dramatic adverse effect
on monthly customs duty and sales tax collections.
Due. however. to somewhat better receipts in the early
part of the year. it is expcted that custonls revenue
will barely meet the target of Kll58 million. Sales Tax
rooeipts are expocted to drop by Kl20 miUion to only
KfIOO million for the year. On Inconr Tax. the
picture is not ver-r' roey either. Of the Kfl72 miltion
esti:mated for the year, only Kf133 million had been
collested by the end of April and I exfrct only a

rfurther I(f,14 milhoo to be collected in May and June.
I therefore aoticipate a shoftfall of Kf25 million from
this source.

Fortunately, there has been a ,rnarked improve,rnent
in the revenue receipts from iterns of Other Revenue
and I wish to draw ]l,ur attentlon partianlarly to the
iocrease i,n Inveetment Rsrrenue. I hope this arises
frorm my warning last year to Parastatals that they
must show a befter rsturn oo the public funds catnrsted

,to them tor investmetrt. All in all. however. tire revised
revenue estlmate of Kf465 million reflects a shcrtfall
of Kf-i0 miliion. Tne gross estimates of revenue includ-
ing Appropnatrons'rn-Aid oi Kf 38.77 mrllion will
thereforc t'e K!5r-,-i ;7 millton

This lack of grr'rs'th tn current revenue comes at a

time when thc countrv needs a malor lnlcc!ion ot
resources throueh Government spendrng Tnts const-

'deration his led to conttnued reliance b1' the L-xchequer
on borrorvrng ! rrirrr the hankrng svstem and the
,domestrc financial institutions to an exterl'$-hlch is

no,t onl"' un'lesirahle. but also obvrously unsuitalnable.
In tire first srx mcnths of 1978 i 79. Government's short-
'term borrowtng f ronr the banking svstem tncreased
to over K€75 miilron as against the level ot KflT
,million rndrcated ln the 1979 /83 Plan. At the same

time. credit to the private sector grew br onlr' 1 per

c€nt per rnonth. Ii this situation were to cont'nue for
long it u'ould leac! to severe dislocation and a sti{ling
of th: grou'th oj the private sector

Turning now to Expenditure, I would remaind Hon.
Members that the 1978''79 Printed Esttmates lndicated
Recurrent Expendilure including Approprtatrons-in-Aid
of Kf 339 milhon 'l-he Consolidated Fund Services
,took uo another KI75 million. making a total Recur-
rent Exoenditure Budget of Kf4l4 milLon Due to
various changes and unforeseen commitments. Parlia-

'rnent has authorized additional expendtture in Supple-
,mentarv Estrmates No. I of Kf34 million. On the
basis of tre current rate of spending. it is estrmated
that a total amount of Kf480 miltion will have been

'issued hv the end of June. This figure includes Excess
Votes approved b" Parliament during the vear as well
as payment of an Advance ,to the Cereals and Sugar
Finance Corporatron. Thus, from the Current Revenue
of K1504 million. only Kf24 million will be available
for transferrin_r t: the Development Exchequer.

The 197S/79 Printed Development Estimates pro-
jected an expenditure of Kf258 million including Kl34
million in Approoriations-in-Aid. As at the end of
May onlv Kf 137 million had been issued. leaving an
amount oi KL87 million to ,be issued in the month of
June. It rs obvious that this large amount cannot be
cnent in one month and once again. I wish to expr€ss
n concern at ttle slow rate of implemeatation of
d. elopment pror€ts which is indicated bv this figure.
I is expected ,that by the end of June, only an,other
Kf34 million will have been issuod thus reflecting an
,under-expenditure of Kf53 million as comparod with
K€37 rnilhon surrendered in the previous year.

ExprNonrnr 1979 l8O

Now we come to the year 1979 180 when. as I have
already indicated. the balance of payments will be the
major bottleneck to our economic performance and
consequently to Government expenJiture.

Recurrent Expenditure of Ministries is estimated at
Kt467 million, excluding Kt42 million Appropriations-
in-Aid. This figure. however, inclu&s provisions of Kf86
million for Comolidated Fr:nd Servies, aod Excoss

4
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Votes from previous years. This represents an increase
of 6 per cent over what I expect Ministries to draw
this year. Considering that the saiaries of employees
under various Ministries will receive the normal annual
incrernental credit averaging between four and five per
cent, and that there are additional commitments relating
to the l0 per cent additional emplovment. adult literacy,
free milk for primary school children, populatton census

and general elections, next year's Recurrent Budget is

very tight. Ministries will, therefore, have to undertake
the sa,me services with no real increase in budgetary
provisions despite the inflationary effects.

A significant point to note is that Consclidated Fund
Services Expenditure wrll increase t.' K!86 million. This
is mainly due to increased debt repal'ments arising out
of quick maturing commercial loans whi'h were neces-

sary in safeguarding the territoriai inteo,rity of this
country. The repayments are indeeJ expe,:ied to accele'
rate in the next few years and will tnerefore continue
to put pressure on the rest of recurrent expenditure.

As I said earlier. I anlicipate Lha! normal revenue
rvill register an increase of about Kl2C million over
the actual receipts for 1978179, raking into account a

level of inflation of about l0 per cent. This would bring
the projected current revenue for 1979 E0 to Kf485
million, or approximately Kf20 mitlion below' the ori-
ginat estimate of K1505 million for 1978 79. Thus, the
Recurrent Account refl.ects a surDlus ot only KIl S

miilion which, as usual. I intend to transier to the
Development Exchequer and I would ask the House to
accept this Statement as notice of m)' lntcntion to do
so. I must, however, call the attention of Hon' Members
to this very seriously reduced Recurrent Surplus which
means that we shall have to depend morc on external
resources for our development programnjes.

The Development Estimates for 1979 sr) call for an

expenditure of KL232 million exclutling Appropriations-
in-Aid of KI20 million but including Excess Votes and

Under Issues from last financial ,"-ear. .{lthough this
ligure is less than the amount voted in th3 current year.

it is nevertheless l3 per cent higher than the amount
which I expect Ministries to spend thi.; i'ear.

I do not intend to dwell further on the details of
either recurrent or development spendinS for now. Suf'
fice it to say that I intend to finarr':e tc-al expenditure
oi some Kf76? miilion. The rest of nr.; Speech will
our.line how I intend to do this.

opportunity to express the apprectation and gratitude
of the Government and this House for this generous
action.

Thus, I expect to use external revenue totalling K1123
million or 15 per cent of the total Expenditure of
Kf762 million. I am therefore left to raise K€639
million locally.

ExrEnuaL Rr,verr;r, 1979'80

As I have already indicated, some f riendly donor
countries which have given us ;rid in the past are

norv preparecl to increase substantiallv their grants and

loans to Kenya. I estimate that *'e shail draw Kll23
miilion during the coming year. t)f this. some K!22
million is receivable as grants, Kf67 million as con-

cessionary loans tied to particular proiects and K€34
million will come from IMF facilities anC part of the

commercial loan intended to ease our l'ralance of pay-

ments problem. Recently, several governments have

agreed to convert their previous devetopment loans

tJ Kenya into grants and I would like to take this

brrrnxer, Revem-re 1979 180

I estimate that ordinary revenue, including local
Appropriations-in-Aid, should provide some K1528 mil-
lion at existing rates of taxation. Government stock
issues should provide another Kf45 mrtlicn from the
non-bank sector, making a total of K-€571 million.

I have. therefore, a gap of Kl66 mi.lhon. \Yhen I
talked about the balance of payments earlier on, I
pointed out that it would be imprudent for me to rely
ioo heavily on the banking system if the tlvin objectives
of reducing inflation and relaxing the cred,t squeeze to
the privrte sector are to be realized. I shall, thefe-

fore. have to rely more heavily on increased taxation to
close this gap.

Nn.rr, Trr.lrlox PnoPoslrs

Mr. Speaker. the remaining part .rf my Speech will
thereiore be con:erned with how I propose to close

that gap oi Kf65 million. As usual. I ask that this part

shall be regardecl as being notice of a Motion to be

mrv:l lreiore the Committee of Wars and Means.

Cr':;r'c'.'s,rso Exctse

Thc House will be awarc thlt over the last few ysars

',lc llrr'.'e been carrying out a reform of the customs

tarill t,r make it a more suitable instrument of further-
ing ,-.tt: developme.n', objectives' In vierv of present-day

ciicums=nces and in order to give ourselves a bit of
rcspite to consolidate what has been done' I do not
propose to pursue that programme ihis !'ear. There
are. iro*cver. a few anomalies which I propose to put
rigl'rt and lhese are covered in the Finance Bill which
has Ueen published today. I shall onlv draw the attention
of the House to the more significant oi these changes'

The Finance Bill includes an amendment covering
rr verv large number of items in the Customs Tariff
l'or the purpose of harmonizing the numbering, nomen'
clature and cles:ription of items in order to come in
tine with the nerv system introduced bv the International
Customs Co-on:ration Council. .{s lhese have no

revenue implications and are also c):arly listed in the

appendir. I do not need to re:ite them here' Similar
amendm3nls are also proposed under the Sales Tax
and the Local Manufactures Export Compensation
Act. Trese are purely technical am3ndments with no
revenu!' implications.

Simiiariv. a small amendment is included which would
cnable lhe Minister to authorize in *'riting a person

to a!l,.s the rel;'ese of goods where an adequate bond
is paid to cover the customs due.

The period during which goods mav remain in a

rvarehouse before clearance is now only six months
rvith provision for re-warehousing onlv twice. Some
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manufacturers have fouad this period to be inadequatc

for clcaring raw materiab irnported in bulk' and I
DroDose to increase the warehousing period to one

I*I-*itt 
-pt*isoo for re'warehousing once' Several

Lmendmeoti are also proposed in order to clarify the

&;i;t". of a "coasting ve'66e1" and avoid use of the

current definition for tax evasion'

m€tens" Many of these items are of iltertst to the

majority of citizens of this country who should be

,Ut" to'enjoy them at a reasonable price

I estimate that these measures' taken together' will
provide the Exchequer with additional reveoue amount-

ing to Kl2 million.

The Commissioner is at the moment allowed to give Exctse

centain rewards to persoos who assist in arresting I orooose to make two changes in the excise tarifi'

;;;t;*, seiziog goods and conviotion "f ry,t-t",-": ri*tiv, I"i.*o. I do not propose to cha'oge the ratcs

involved in offeoces under the Act' Under tqj--:.li:: .i'-.i.it" 
-arty 

on cigarettes and tobaoco but I do

provisions, ttre resard may be anything up to tJt.e value ;;";;; t. raise, by tin per cent, the levels at whidt
ot tn" goods involved. I 'propos€ to put " l'qt.,."^1 ilil; iates of duty bi"o." eftective' Allowing a

Sh. 20,000 to rhis in order to minimize the posslblllrl t-"fi'-i""rese tor the manufacturer, tttis meas're- w.ill

of collusion between the offende'r and the p€rson il;; ,;;-;fi;t of increasing the pnice of some o-f the

assisting in his apprehension. popular cigarettes such as Sportsman by Sh. 0.50 per

The Commrssioner is also authorized by the- Act to 'p."t 
",, 

Eribassy by Sh. I /50 per pac*et and the more

"*"*pt 
from dury ".rt"io 

goods which "f 9""1"t:1,:: '"ipunui". bran& ol "SsS" and Rex by Str. I /50'

p"..oo11 baggage o[ a person who is Eenuinelynchangtng sooooty, I propose also to increase the rate of duty '

:l,l{lt;1",{:"i?'A;iil;':"T.:i6l::1"ffir'lH on rocauv'-nnutactureo spiris uv*Ji 
'::so p"' p'oot

;;";-,.ip; abrord.-thJ pl""ition witl be amended to htre'

require that such .",rioiog residents must have lived Taken together, these 
-measur.es 

on excise duty will

ouiiiO" Kenva for a period of, at least,.two years provide an additional Kf5.2 million in reveaue'

i*..Jiut"fv preceding the date of such "bona fide"

"tr.rg. 
of residence. 

- INcoME Tlx Asr

I woutd now iike to refer more specifically to those The Income Tax Act has been amended frequently

amendrn"nts whrch have revenue irnplcations' .In our in it'" itttnt lears both for revenue purpos€s and to

con'cern to ensure ttnt the prices of-basic food items t""[" iit tp"ot'o* easier' The tax levels under the

are kepr as low as possible, we have always "":id:j A;i; genera[y high aod compare well with those

putting taxarron on--iood items, including. tho:: i;;i"J in"other "ouniries. 
In recognition of this fact

'i-p"iLo ii"m outside Kenya. However, in view of 
""j-"r the need ro continue providing adequate incen'

successful Government programmes over the. y.ears, ;; ;;; ;"re investment and tligtrer producLivity,_-I

iunv" has now become targety self-supportiog T 91t,: propor. this year not to ch,anee the rates of taxatton

foods and I can no r"t'g"i"t* any iusiification for the i,"a!i ir't eit' tn return' however' I must seek the

continued prote;tion oi-"i-port"o io"a. ."tti"t gomPete ;;-;;;;i"r of all taxpalqrs in making sure both

with and discourage o"i "",n 
production. With etlect ,i."[], ""0 adequate meiting of their obligation' The

fro,,.. toOuy. rhereiore, I am imposing a higher 1at: ?f i;;;;. Tax Depanment has. now been iostructed to

duty on a small range of 5,r.r"h -it.-t which includ. ;;;; t" rhose arees, including the rural and urban

,u.io* types oi impoied fish, milk and dairy products, areas where new farmers and businessmea arc not

maize and ".,r,r" 
p.odrcrs and fruit ;urces. Most of ...tj"g'itr",r ,"* obligations fulty. I am sure- th.?t-s-tatr

these items rvhrch have in the past attracted a rate of .it1-f.."Olp.rrment trill h^\r" the suppon of all 
-Hon'

J"1v "i u"""een 15 per cent and 30 per cent will now r"i.-i... and other law-abiding citizens rn their efforts'

o',lIil'.*",i"f 
i.::',:: Ifi::l,1". i,:T,:-,h: H::.: ,n5,'xil,'*';,,1'"",.'T:',] ',ll"i"',,[I'?oo::;0":]::"ll

will be aware of the continuous problems. t" h1Y: ;;;i" ;; il.nJ ,."iion 94 of the Act to provide that

lT# ,l[:"iiffiXl'"1,?i,#HH "Tl1':i1i*i1.: ilii;lif;XJl; !"TJ."'.*T';ffi;T:,'il1;':i:f
],H J 3i,.H:''tl,,if ^[ f ;::' r- * Jff I;+5":i ;ql*n"m,m 

TJ; i.'Jijg." f"' 
j*ou'j,"i"li,

f"nu^. I. therefore. propose to increase the duty-.on 
"f 

't'i; lct. The first witl ."-ori an anomally under
fabrics of marnly svnthetic as well as cotton matenals *i,"tr itt. director of a com,pany would be liable to
from Sh.3 to Sh.5 per sq. metre and on undergarm€nts t"'i"*"a rwrce on the same income arising from

,il,llt"i?;'t ll ='L,';i?,ffin;rT.l. 
"!;?'i:'i;':'i.:"t 

;;';;;;;p;"'iJ"o to him bv the emprover'

while on imponed t'ien. ttre duty goes up from 65 per The second wilt atrlow the whole-time dtrector of a

cenr to 100 per ."nt.--'Sin1ir"r ia-t.s or'duty will be f"rm "o-p"nv 
who is required to iive in a house on

im,posed on ari made garments. the farm io be treated in the same manner as other

At the same trme. I propose to reduce the duty on a employees of the farm who' under measures introduced

nunaberofrmoortedpartsofcert,ainitemswhicharelastyear.areassessedtotax-onthehorrseattherate
now manufactured or assembled locallv' ""t' "' micro- of l0 per-cent instead of 15 per cent of their total

phones, televlsron sets. radios' bicycle pans and liquid emolumenLs'
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A new measure is introduced rto require that com-
panies which make payments which are liable to tax
under section 35 sbll deduct 'the a,rnount of tax in
the same way as individuals are requirod to do today.

In order to encourage taxpayers to make their return
on time, I am providing that the penalty charged for
non-submission of returns under section 72 (i) shall
be irrcreased from 2 per cent to 3 per cent.

Under ttre existing provisions of section 92, a tax-
payer who roceives his assessmeat prior to 3lst May
is required to pay one half of the amount assessed by
30th June and the other hatrf by 3oth September. The
tendency has been for most taxpayers to pay all their
tax by 30th Septernber enen where penalties are incurred
between 30th June and 30th September. I propose to
amend this section in order to provide that a taxpayer
may meet his full obligations at any Lime oot later than
30th September on any ass€ssment made up to 3lst
August.

Final-ly, under In,come Tax, a small amendment to
the Second S;hedule will enable the inclusion of losses
on the sale of assets in the calculation of a trading loss
in the sanre way that a profit on sale of assets is
incl,uded in the trading profit.

I propose that these measures should become eflective
as from lst January, 1980, except for the amendment
to sections 5 and 35 which will come into effect
irnmodiately.

S,lres T,rx
I now propose to deal at some length with the

question of Sales Tax. Since its introduction in 1973,
this form of tax has increasingly played an important
role in our fiscal and econornic policr'. Today, with a

lield of over Kll00 million in l97E 79, it forms the
third largest source of revenue, after Income Tax and
Customs anC Excise. In addition, it has beome signi-
ficant in the management and regulation of prices in
the economr'. In the new Development Plan, it is clearly
stated that indirect taxalion shatl be a more important
source of Government revenue for further develop-
ment financing. It is this instrument therefore that I
propose to u:ilize more in the ellorts to raise more
revenue this vear and to allocate more f airly and
equitably,. the new burdens of which I spoke earlier.

First. I propose to raise, with effect from midnight
to-n,ight, the general rate of Sales Tax from 10 per cent
to l5 per cent. This will therefore be the minimum
Ievel of tax pard for all items. both imported and locally
manufactured. on which the general Sales Tax rate is
applicable.

Hon. Members wiI recall that Iast 1'ear, I raised
the rate appl-cable to certain items *'hich are not of
general houseirold use and for which specific rates are
provided. These are ttre items listed in Part II of the
[:irst Scheduie. In order to retain the same general
price and tax relationship between these items and those
under Part I. I propose to again increase the rate on
these iterrLs from 20 per cent to 25 per ent of taxable
value. The list concerned includs; such iterns as mineral
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waters, toilet waters, perfumery and cosrnetics, matcheg,
fi[ms, ornaments, leather goods, travel goods, furs,
articles of personal adorDment, precious and somi-
precious stones, domestic refrigerators, elevators, li'[ts,
washing machines, domestic appl,iances, passnger mo(or
cars and buses of 14 passengers and below, pleasure
boats, cameras, watches and clocks and television sets.

However. in order to encourage the growth of
indigenous artistic talent, I am removing from this
Sctredule the saies tax imposed last year on localty
produced gramophone records. At ttre same 'time, I
am imposing the higher ra.te of sales tax on all imported
cassettes which have been threateoiog the growth of
the local music recording industry.

At this point, I wish to wish,to issue a strong warning
to our manufacturers and traders with respect to the
price implications of lhe measures. The House wi'll
recall that when we first introduced a general sales tax
of l0 per cent, we calculated Lhat the retail pricb
increase should not have excoeded 6 per cent. Many
traders. however, took the opportunitt' to increase their
prices by as much as 15 per cent. We now envisage
that the new level of sales tax should cause a retail
price increase of only about 3 per cent. I must, there-
fore, state most emphatically that any trader who
increases his prie by more than this margin is breaking
the law and I have instructed the Price Controller to
ensure that any such trader should be dealt with most
severely when caught.

Mr. Speaker, I now turn to one of our favourite
sub jects-beer. Last year. I proposed an increase in
texation of -10 cts. per bottle of Tusker or Whitecap
and pro-rata increase in the prices of other beers and
stouts. Although there was a reduction in consumption
of beer. the reasons for this are more to be found in
the general socral conditions during rhe 1'ear. The
breweries were theref ore unable to go ahead with
proiected expansion of capacity and revenue during
the first part of the year was not as buol'ant as expected.
I am now confident that this trend *'iil change. With
the general clamp down on local beer-halls and the
higher producer prices for some commodities, the
consumption has already started picking up. This trend
rvilI no tloubt accelerate as we get ne3rer to election
time. In view of this and of the need to proceed with
the scheduled expansion of capacity bv construction of
a new brewery at Kisumu. I propose to increase the
price of beer by another 40 cts. per bottle of Tusker/
Whitecap. .r.ith pro-rata increases on other brands and
on stout. Of this. the breweries will be allowed to retain
l6 cts. *'hile the balance of 2-1 cts. u'ill go to the
Exchequer.

From this measure. I expect to raise KI.1.5 milliion
additional revenue.

As I have indi,cated earlier. our use of petroleum
products needs crreful consideration..A. verv major
part of our problems arises from the very high cost
of impons of crude petrola-rm and petroleum products.
With the ever-increasing prices now berng set by the
oil exporting countries. Kenya must make substantial
changes in its overall dependence on imported petroleum
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and petroleum products. This will take sorne time and
will involve heavy capital expend,iture. In the meantime,
the wanton and careles use of expensive fuel must be
reduced by fiscal as well as physical measures. Among
the measures I shall propose today, there will be several
whose main objective is to make luxury motorists pay
more for the use of such an extrernely costly energy
resource.

In addition, therefore, to,passing on the full increase
in crude oil and product ,prtices as dictated by the oil
exporters, I have no alternative but to increase taxation
on petroleum products. In order to discourage luxury
use of petrol and encourage utilization of other
products, I propose to load the whole of this on
premium and regular gasoline while other products
remain as they are. The increase .in premium and
regular gasoline prices will be 30 cts. and 20 cts.
respectively throughout the country.

These prrces become effective as from midnight to-
night and should add an estimated Kf.l.S million to
revenue in the next year.

I wish to make it very clear, Mr. Speaker, that this
is still a ver)' lenient approach when compared to
measures taken in other countries where rhe prices are
much higher and availability of products is restricted.
If further increases in basic crude prices are effected
by the OPEC countries, we shall have no option but
to pass these to the consumers. ln the meantime, the
Government is giving urgent consideration to other
physical measures for greater conservation and optimum
use t'rf petroleum energy, and these rvill be announced
in due course.

Wrr.tes lxo Sprnrrs

Mr. Speaker, the next item on my list today is Wines
and Spirits. The main consumers of these items are
those people both local as well as foreign:rs, rvho have
the means to aliord and enjoy a good dinner. The
items do not. therefore. have much relationship to the
cost of living of the majority of citizens oi this country.
At the same lime. they place a substeniiai burden on
our foreign rcserves especially during dfficult times
as at present. For this reason, I recentlr' ;onsidered it
appropriate to remove them f rom prise controls so
that their pri:es cen be dictated by supplr and dgmand
forces. Sincc' then. tile prices o[ wines anC spirits have
gone up. It seems to me only reasoneble that the
Exchequer should benefit from the increase in prices
by retainrng the exrsting ratio betrveen re:aiI price and
tax. I hrve therefore increased the 13te of sales tax
on rvin,:s and spirirs to 30 ner cent. I have also increased
the rxte r.i imoort duty on rvines b1'an average of
l5 per e3nt xnd the specific rat3 ()n snirits has been
raised from Sh. (r5 per proof litre to Sh. i-5 per proof
litre. ln eddition. Ihave imposed hiqh:r excise on
locally produced snirits from Sh. -+l -i0:c Sh. -15 per
proof litre as mentioned earlicr.

From all the measures I have taken Lrrder Sales Tax
Act. I :\pect to raise a total of Klli million as

additional revenue.

SBcoNo-nrxo Moron Veurcle Puncnrse T^x
I have previously referred to the need to reduce

the consumption of the more expensive grades of petro-
leum products. Towards this end, we must discourage,
as much as possible, not only importation but the
purcirase and use of large passenger cars which use
greater quantities of the more expensive petroleum
products. I thereiore propose to introduce a nu,mber
of measures deliberately aimed at the users of strch
large passenger cars. The first of such measure relates
to the Second-hand Motor Vehicle Purchase Tax.

With immediate effect, therefore, the following rates
of tax shall apply: - sn.

For a motor vehicle with less than four wheels 100

For a motor vehicle with four wheels and
with an engine capacity-
(i) not exceeding 1200 c.c. ... 500

(iit exceeding 1200 c.c. but nor !'xceding
Li00 c.c. ... 600

(iii) cxceeding 1500 c.c. but not exceeding
l 7-i0 c.c. ... 700

(iv)erceeding 1750 c.c. but not exceeding
1000 c.c. ... 900

(v) erceeding 1000 c.c. but not exceeding
ll50 c.c. ... 1,000

(vit crceeding 2250 c.c. 2,000

Considering the very high values that Second-hand
Motor Vehicles are fetching today, I do not consider
thjs rate of taxotion to be high.

I expect to raise an additional KfS00.0C0 of revenue
from this change.

Fms U:;orn 'rHe Tnlprrc AcT

There rs a wide range of fees under the Tralhc Act
which have not been revised for some time. They have,
therefore. remained very low in relation to the current
prices ot vehicles and petroleum prcducts as well as
the costs of road maintenance. In consultation with
the I\Iin,ster for Power and Communications. it has
been de-'iCed that these fees shall be revised with
immsdia:c eiiect.

The mrst important of these fees :s that relating to
Road Li;:nces for passenger cars cn which a major
change i' norv iniroduced. Until nou'. this fee has been
based r-.n the tare weight of the vehi:le iicensed. This
method of licensing gives an undue :dvantage to the
irlner r-i: light vchicle which mav h:ve a large eng,ine
capacrtr':rn(l therelore t]vours the u;ers of the faster
I)assenqL-: crrs. Under regulations passed today by the
N{inistcr ioi'Ptr..ver anC Communic:tions. a revised
s\,'stem is introduced based on the :ubic capaoity of
the en:l-.:'. Tlte pro-eressive rates Lrsed in the new
:i)/stem ..,. rll ensure that the owners of larger-engined
pxssenger c:.rs will pay a heevier licence fee. Thus the
liccn:e rr a ll00 c.c. car rvill cost Sh. 300 per
vear. s^i1.,- i'or a 2000 c.c. car, the iicence will cost
Sh. 800. For a 3000 c.c. car. the road licence will cost
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StL 1,,(n while anybody wishing to drive a car with
a 5000 c.c. engine will haw to pay Sh. 3J0O per year.
Beyond that, the fee will increase by ooe shilling for
every additional cubic centimeter. These fees bscome
effective on the next date of renewal of the licence.

CourarRcrll Venrcles Roep Lrcwcrs

As regards commercial vehicles, Road Licence fees
are curreotly basod on whether a vehicie is petrol or
diesel propelled. The fe.e for a diesel propelled vehicle
is twice that of a petrol propelled vehicle of equal tare
weight. This seerns obviously wrong since petrol is
more expeuiive than diesel.

Our oil refinery produces adequate diesel fuel for
our needs whih we ,have to import certain grades of
p€trol at greater cost to our foreign res€rves. In order
to encourage more use of diosel for cornrnercial trans-
portation, it is proposed to remove the existing
discrimination and to raise the licence fee for petrol
propelled commercial vehicles to the same level as the
diesel propell,ed vehicles.

Ornrn Tn,tnnrc LrceNcrs

Other licences under the Traffic Act are also too low
and needs to be raised to be in line with current costs.
The details of these fees are laid out in the new regula-
tions under the Act and I shall not itemize them here.
They, however. include foes for the issue and renewal
of driving licences, .issue of documents and duplicates
thereof, special carrier licences as well as dealers general
licences and special identification plates. In cas€ any-
body should think it is cheaper to drive without
licences, I have asked the Minister for Power and
Communications to propose revised penalties for breach
of the relevant regulations.

The above measures under the Traffic Act are
expected to bring an additional KIl.5 million to the
Exchequer.

Arn Pessr.xcER TAx

Mr. Speaker. we are all aware that the Government
has just compieted the construction oi two magnificent
Airports at Nairobi and Mombasa. I am sure we are
aI[ very proud of such modern f acilities. But such
developmenls cost a lot of money. I do not. therefore,
think it unreasonable to ask those r+'ho use these faoiti-
ties to pay a little more for the privilege. I am therefore
increasing, irom midnight to-night, the .{ir Passenger
Tax from Sh. .10 to Sh. 80. This should provide the
f.-xchequer rvith an additional K!900.000 of revenue.

Horrr Accovlroor'rtox Tax

.{nother srea to which a lot of public funds have
been direc-ted is in prov.iding faciiiries such as hotels
and roads for the comfort of visitors to this country.
While hol.idays in Kenya may not appear to be cheap
as compared with thos€ in other tourist resorts, I am
sure that we have much more to offer for every shilling
spent on holiday in this country. It is therefore, not
too much to ask that the tourists and owners of hotel

establishrrlents pay a little more for the maintenance
of the cooditions which makes Kenya such an attractive
hoLiday resort. I therefore propose to increase, with
immediate effect, the Hotel Accommodatioa Tax from
l0 per cent to 15 per cent oD beC and breakfast cbarges

and from 7{ per cent to l0 per ceot for all other
accommodation charges.

I expect to raise additional revenue of K1680,000
from this measure.

Ercrenr.rrxvrn-r Tlx
Entertainment taxes have not becn revised over the

last eight years. During this time, the standard of
entertainment has irnproved and tie estabLishrments

concerned have also raisod their charges. I am therefore
asking rhem to provide a little more heS to the
Exchequer by raising the tax on entertaioment as listed
in the Schedule to the Finance BilL While there is ve-ry

little change on the cheaper entertainmeot ticket, those
paying more than Sh. 5 will contribute an average of
about 15 per cent in tax. I do not consider this onerous
ancl particularly for thqse who will pa1' a little more
at the higher tid(et values.

I hope to raise an additional Kll-i0.000 of revenue
from these changes.

Mtscrllrxeous Fr,Es

I now turn to other general licences issued under
d,illerent Acts of Parliament. Most oi these have not
been reviewed for over flve years and the fees have
romained very low, some dating back to 1971. In order
to bring them in line with the general increase in costs,
I propose to raise them as follows:-

Liquor Licertsing Act

The iees issued under the Liquor Li;ensing Act are
very low in relation to the level of pronts in the busi-
ness. Since many businessmen in tlus trade have not
yet been brought within the income tax network, I
propose that the fees shoutd be increased and a Legal
Notice [o this et1ect has been published this afternoon.

T rade Lit'tnces

Trade licence fees have also remained Iow for a long
time. \{anv oi the businessmen concerned have done
reasonably' well and can afford to pav higher licence
fees. The increases are detaited in the relevant part of
the Finance Brll. but to cite a few cases. the fee for a

wholesale trader increases from Sh. 100 to Sh. 400 per
year. iLrr catering in urban areas the fee will rise from
Sh. 30 ro Sh. 60. rvhile for general trade the fee rises
from Sh. 100 to Sh. 200 with the fee in rural areas
rising irom Sh. 40 to Sh. t]0. Although the increases
may appear large on a per€ntage basis. the new rates
are slill verv low cornpared to the annual turnovers
of the business enterprises concerned.

Mr. Speaker. I now turn to a dilTerent category of
fees, those dealing with banking and fiEanc,ial institu-
tions.

I
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Baxrnro Acr
Under the Banking Act, banks are required to pay

an annual fee of Sh. 5,000 for a Hcence which enablcs
the bank to operate all its braoches. I consid€r this fee
to be too low in rchtion to th€ profits made by banks
and I propose to raise 'it to Sh. 10,000 per year. In
addition, I propose that iE order to encourage banks
to increase their operations in the rural areas, aD
addit,ional fee of Sh. 2,000 shall be paid for every
branch operated by a bank within a Municipality. No
fes will be raised for bank branches operated in rural
areas and other urban centres.

F inancial Institutions

Also under the Banking Act, provisions are made
for licensing of Finaocial Institutions. There has been
a recent trend towa Js rapid increase in these institu-
tions, possibly becau.,e of the easy profits to be made
through them and also due to the more flexible rules
under which they operate. I feel that the good profits
will not be much affected if we increase the fees a bit,
and I propose to raise these from Sh.5,000 to Sh. 15,000
per annum. with Sh. 5,000 being payable for every
additional branch of a financial institution.

These changes should provide the Exchequer with
additional revenue of Kf50,0OO.

Finally, in this area, I refer to insurance companies
licences. Following the changes which have been intro-
duced in jnsurance legislation and the streamlining of
the industry by the Government, I expect that insurance
companies will continue to improve on the very good
profits which they have always made io this country.
On the other hand, the licence to operate an insurance
company still ren, ains at the very low lenel of Sh. 2,000
per annum. I am sure they can afford a little increase
and I propose to ra"ise the fee to Sh. 10,000 per annum.

Let me state here, Mr. Speaker, ttrat I do not expect
insurance companies to increase their premium because
of this higher fee. The Government has just carried
out a renriew of the insurane business and is currently
studying the Report prepared for it by aD expeft iu
ttris field. I hope, as a result of this, to be able to
present to this House revisions to the Insrrrance Act

which will make it more relevant to the ncods of the
Kenya economy.

After all these new taxation me^srres I am still lcft
with a gap of Kl30 million. I propose to finance this
remaining part by way of Treasury Bilb and a decrease
in Exchequer Cash Balances.

Mr. Speaker, I am aware that the tal€tion rpasures
I have just proposed are indeed onerous. But I have
warned many times in the past that the responsibil,ity
of develop:ng this nation must ultimafety rest with
Kenyans thcmselves. Last year, I also drery the attention
of the House to the fact that we could oot strengthen
the security of this country without foregoing some
of our development targets especiaily in social services,
or alternatively making greater sacrifices.

I am pleased to note that most Ministries have
worked wel-l within their provisions without much
sacrifice to the development effort. With the recently
announced measures for increased eruployment, accele-
rated adult education and supply of milk to primary
school children, Ministries will, once again, be called
upon to resort to maximum efficiency aod economies
in order to maintain a satisfactory level of servies.

There are, however, two other exercises to be under-
taken this 1'ear and to which I must refer. The first
is the Population Census which we are committed to
undertake once every decade and which is essential
for proper planning. The second, which is of obvious
interest to Hon. Members, is the General Election. I
take this opportunity to wish all Hon. Memben the
best of luck in their efforts to retaio their Seats.

In conclusion, I wish to express once aga,in my
confidence in the ability of the people of Kenya to
overcome their difficulties. tf we heed to the call by
His Excellency, rhe President, on Madaraka Day, for
every citizen to pay his taxes in time, we shall make
our burden lighter. Guided by the indomitable eoergy
and dynamic statesmanship of our President, aod
backed by the commitment of all Keoyans to our
Harambee motto, we can still march forward briskly
in the true spirit of "Nyayo".

Mr. Speaker, I beg to move.
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