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higher if tve did not have to repay to the
i Government oi the United States a loan of

Kfl.366 million relating to export of the Iellow
maize rve imponed from America. I. hosever,
expect to recover most of the money irom the
Maize and Produce Board, possibly in the next
financial ) ear. The transfer to Development
Account n'ili bring the delicit in the Development
E,xchequer dorvn to rvhat I regard as a ncrrmal
Iigure oi about KI5 million.

Development receipts will be belorv the esti'
nlate although I here achieved and exceeded my
target of I(i7 million from local loans. I erpect
to receive onll' about K€6.5 million from !r\erseas
sources during the 1'ear. There are t\lo reasons
ior this sliortfall. the first, some delal's in con-
cluding negotiations with overseas governments
and internrrtionai agencies and the second that
\\'e can no lon3ler draw down overseas a-ssistance

on the basis of the estimates because oi the fact
that $e heve in the first instance to spend
our own monev and thereafter supFort our
request ior reimbursement rvith dLrcuments
showing that expenditure has been incurred.
This means that we will not drarv anl' overseas
aid torvards erpenditure on development in the
last three months of the financial year uhich is

always the period of highest expenditure until
we can put in our claims in JulY.

I expect actual drarving from the Exchequer on
development account to be only about Kil-< mil'
lion as against the estimate of Kl2l miilion'
This does not mean that under-expenditure will
be anwhing like Kf,7 million. Accounting Ottcers
had Kf2.4 million in hand at the beginning of
the ]'ear rnd \\'e rvill have obtained about
Ki80().0(n fronr credit purchases rlhich uill llso
not be reUected in drawings from the Erchequer.
The under-expenditure which I forecas! in my
1966 67 Budget Spcech will therefore 'ne rrther
less thrn Kf-l million and the total ernenciiture
rvill be e record. The Covernment i,s currently
engaged in a stud-"- to find out the probaL'le causes

of the r,nder-expenditure with 1 r isu' to
remed-v-ing the situation. I expect that \\e wtll do
even better in 1967'68.

To sum up. we will start the 1'ear in a

stronger financial position than ever before since
our Indepetidence.

I knorv. \Ir. Speaker, that Honourable \Iem-
bers rvill be ir aiting anxiously to hear * hat
taxntion chenges I have to propose and sili not
therciore (lclu\ i()() long in getting 19 ,i l3'; s ill
be regard.'d rrr lhe rcal meat of my Speech. I
nlust. however. begin by referring brieflr' to some
of the ma jor points in the Economic Survey
which provides the background to the Budget.
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NlOTION

Tu.rr \ln. SperxeR Do Now Lr'.rr.e rul CsrlR

The -\linister for f inance (Mr. Gichuru): N{r.

Speaker. Sir. I beg to move that NIr. Speaker do
now leare :re Chair.

It is usual on occasions such as 1[i5 qne for me

r() dr3$' the allention of hon. Members to certrin
tlocumeni.s before the House. These :Ire thc

Estimates ..i Expenditure for 1967,'68 and ihc
Economic Survey- lor 1967 which hlve been

tlbled. rnci the Estimates of Revenue rnd the

Financirl S:atement which I now present. I will
feturn i.) these papers at some st3-9e lo ml speech.

PAPERS LAID
1967 b\ E.iimares ol Revenue oi lhe Republic

ol Kenre for the year ending -rlllh June 1968'

Financi"ii Statcment for the )e 3r trl -\ccount
I 967 6S.

tB1' tlte .\litti\ter lor Fittutt<e \.\1r. Giclturu)l
t Resurrtptiott of lludget Spet'cltt

For the present, Mr. Speaker, allow me to

express -t' iincere appreciation of the commend-

abie contrrbution which members of the Treasury

stalI, the personnel of other \{inistries and

Dep:rrtmeiiti have made in the preparation. of
the estimates and other related documenls into

a form acc:ptable to this House. -[o all of them'
I am most grateful.

The outturn for 1966 167 will be better than

I forecast when I introduced mv Budget last
year. I had expected a balance on recurrent
i..ount and a slight increase in the deficit on

development account. In fact, there rvrll be a

small orerall surplus and revenue and receipts

f rom loans *'ill exceed total expenditure both
recurrent .,nd develoPment.

Receipts from Customs and Excise *'ill be

over I (l ner cent up on the estimate in line

rvith the grorvth of the national income in 1966'

This is mo)t encouraging and suggests that there

is not much wrong with our tax s)'stem. Income
tax will r,lso be substantially up for three main

reasons. The flrst, the successful introduction of
P.A.\'.E,. the second the fact that company
profrts in 1965 on which tax was paid during
ihis financirl year were not down as much as I
had erpected and the third that the Income Tax
Deparrment has been making strenuous efforts

to collect arrears of tax. I expect a recurrent
surplus of about K€3.6 million *hich I propose

to transfer to the development account before
the 3oth June. The surplus would have been
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Amongst the various external economic factors

which influenced our economic performance in
1966 ire the continued balance of payments
deticirs in the major world reierve centres; the
consequent corrective measures calling for
capital outflow restrictions from lhese centres
and high rates of interest nearlv throughout the
world during the greater part of the rear: the
buolancy of world trade *hich expanded by
I I per cent in lalue; the fa:tc'r expansion of
trade tn manufactures than in prinran, commo-
ditic.: decline in price oi certain important
comn:odities such as collee and si.al: the nrore
guarcied attitude towards the qranting of deve-
lopnrent eid mainly caused bv bellnce of
prlnrcnts problems in thc Lnited Stat.-s lnd in
Britein: the fall in the lcvei of untic-d contri-
bution< bv the developed L'.on()nries to thc
Intcrn:,:ionel Development .-\-.ocihtion: and in
lhe E.r.t African scene. restrictirrlli oIl (rur trade
good. in the Tanzanian nrarket.

Despite these rather discouregin_l occurrcnces
$hich .rre beyond our control :rs :r cL)untrt', our
Surre,. has concluded that in 1966 our exports
incrcl-ed to a new record lc'r el llthotrqh some
,,f them u'ere sold at a lower price in the World
\Iarket: that National Production. as meesured
b1' C r..ss Domestic Product. erpanded at the
hest r3te since such estimates have been in
Kenva. that rve rvere able to raise substantial
funds irom our own local market for develop-
ment end that despite the reduction of
developmerrt aid on a world level. we managed
to ne_sotiate a higher amount of external aid:
that rhe overseas private capital intlow was
higher than in the past ]'ears ind that the
eviclence available shows thst the trend will
continLre at a more enhanced rete. In .hort. and
1s lr *c'fle rol feature. l9(16 ri es a '-:ood r eer for
Kcnr.r despite the existence in the rvorld
ccon(\n-.ic scene of factors thet could hare more
rudrr'r.civ allected our econonr\. This .hould not
Ir'ld ur into believing that uc- crn no lonqer be
r erv l.uch affected by happeninr) elsew'here in
thc' ri, :-id. C)n the contrar)'. the meior explana-
tions,.i this rather abnormal situ:rtion arc not
\erv f.:r to lind. We have continued 1.-r provide
condiiions conducive to more inr estments as a
rL'.rrlt,)f outstandinq lcrdershio bv His Excel-
lcnc', :ne I)resident and his Cor ernnrent, the
imnlr'r:.'ntation of our Devclopment Plan has
hlrd:, lrrvourable impact on the economv and
*calh,': conditions have been !:nerrilv qood
throusnr)ut the country.

C)ne measure of economic deveiopment which
e.conomists seem to accept is the estimate of
G ross Domestic Product rvhich according to

'fable l.l. of the Economic Survey rore by 10.3
per cent 3t current prices in 1966 as compared
rvith 2.5 per cent in 1965 and 7 per cent in 1964.
Admittedlr'. 1965 was an abnormal ]ear due to
drought conditions but the 10.3 per cenr increase
in the Gross Domestic Product in 1956 leads to
the conclusion that we can hope to achieve and
maintain the rate of grorvth forecast in rhe Plan
of 6.3 per cent at constant prices and perhaps
exceed it.

As Chlpter 3 of the Surlev sho*s the mos!
inrport:nt.ector of our econont]', narn.'ly agri-
c:ullur.'. .'xpanded by 15.6 per cent. iales of
irlmL)it i'\ erv crop exceeded the 196-S Ier ei to the
poinl ihri the total value of n.:arketed p:oduction
l'(xe hv n!-xrlv l8 per ccnt. Dr-spite l :.,i1 in the
tlualitr .)l ()ur co(Iee and the drop in rrice. the
itcm rrhich accounts for ntuch of the increase
rvas c,rdee rvhich brought K14..1 miiiion more
than in the previous year. It is. Itorvever. sad but
true that *e should have continued to import
rvheat t'ecause our production crruld not meet the
locaI demand even though the Government's
(luarantee on Minimum Financial Return, to say
nothing about the suitability of our land for this
tvpe of farming, had been improved and widely
publicized. I hope our farmers *iil in lhe future
be ahie not onl-v to satisfy the ri hole Kenya
market for wheat but also produce some surplus
for crDort to the neighbouring cr:unrries. The
most encourrginrr aspect of farming in 1966 rvas
the:trikinq rise in the value of nrarketed pro-
duce from the small farm sector. This sent up by
Kf5.8 million or by 40 per cent on the previous
)'ear. I should perhaps emphasize ::rlt this
figure does not include the r alue of ...:es f rom
rnrall :.,rms ri ithin the districts concer:.'d w'hich
undoubtedlv also u'ent up, but rr.l:ile; in the
main to sules through the statutor)' nlirketing
organizations. The contribution of the small
farms io the total increase in recoried sales
of agncultural produce u,as 68 per .ent. One
ralid conclusion that can be dra*n out of
this i. :hat in 1966, more monct cerne into the
pos:s..:on of rmaiI farmers who not rr,,nt ]'etrS
past .\ erc en,taged almost erciusr', el1' on
subsi.rencc ferming.

It ieems likely that in the near iuiure and
lussunring that the weather w ill conrinue to be
kind. ::.e iernrers' main concern *iii nr: be thet
of Iucx of productive capacity but r:.:her that
of the need ior better prices for our p:Lrduce in
the ri.rrid commodity market.

The nroblem of markets for t ur increased
coffee :roduction is well known throulhout the
countr\-. Despite improvement in the quality
and quantitv of our pyrethrum, the crcp is still
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under hea\) tnreat Irom synthetic. insecticides'

il;b;;;;;.ent is commitied to the poiicv of

,lir"tt"in".*l"r' 
-oirnuttttuble crops' parlicularly

:;:;;;; ,hat witl bring more cash to farmers

iilYil,J"ui'"i"ii,. ',un raim s"ctor' I uill-rerurn

lo this subtect rvnen dealing with the i967i 68

DeveioPment Estimates'

Chapter J of the Economic Survey shows that

,h;;-lt 
-; 

renewed high lev.el -of activitv in- the
'i",roml indurt,y and t"hat this developmtlt-::uld
ffiil;.; ;; .r much higher tevel were it not for

the shortage of contra-ctors' apparent -lack of

rr.irrJ-"riitrns and also a shortage of ballast

material. The shortage of contractors may be

;;;;;;1. "no 
p'oa'ition ot ballast snol]J ue

;';;yt;; prLrpo;ition under our present crrcum-

l,u'*"t.".^t i:gards skilled artisans' It11nt to
;;;;;i to the remainins unemploved -\trtcans

wrth the necessary qualihiations to register them-

*i".t'*fi'fr-ifr" Uinit"y oi Labour so that thev

.^v" "tiiri 
irr. Goveinment in placing them

*jiili"--,t. industry' It is also evident that

utiiOi"g cosls have risen sharply in- the last two

;;'-il,h"ugh there u'" oiher factors 
- 
rvhich

;;;,d ;;;i;i-ri this situation' I am relrablv told

that most oi the contractors are making rather

"-*ttir."ni"hts 
and I want to appeal to them

;-;;;; in'ii 
-ptuttit" 

which if not brousht to an

;;i',,Iuy';;;per development for thetenefit of
'".- 

rnuiori,l' ind only enrich a fe11' Th-eV- have

i'il "ti";,iv' 
wtriitr thev should not abuse'

to make a fair return for their skill and labour'

rhe Goveinment was probably collecting nearly

iiil i."ili". it taxation' This shows !h"t,,t-Ttt .ut"
i*o t"n.iitt that we get from tourlsm' 

- 
one

i"*f*'.^.-t an-qe and the other revenue for 
'the

il;;;;il. e=itti'o benefit is increased emplov'

ilti 
"pp"r,rnities' 

It looks as if our programme

for constrrrcting new hotels' which i5. nqvc uell

.r0". *"r' *ri not be completed 11.ti1e 
to 911

il;."u.';;;p"'ln rqos with the rapidlv increastng

O"-^rO.-f "iust 
admit that if I had been more

;;;;;;;. in taxetion concessions to the tourist

i",,;;;di; o.'"rop.ntnt might have taken plece

."lri"i.'H"tter.er. I am sure that my, polic-v'tras

right and w'ill be supported by this House' Hotel

;;;;;;;rt rvill pav the normal rates of tax on

,iio ,."oit'.na irt" valuable land made arai[-

;;j; i.-,. hotel sites rvill be charged for at the

;;;t"o;r;;i.lu. No special customs.and ex'ise

plitif .g* * ill t'e gir en on materials used in

hotels or c'n commoclities consumed by tourr-'ts'

iil"-cou.."ment *ili make ellort to encour3ge

,f,.-a*"fop.ent df tourism but not in a manner

,rfti"tt *iii deprive the country of a- reasonable

return frotn the tourist trade' The Government'

i;;;r'", is making a large contribution in the

ti"".i"p..", .'i thi-s industry by building^Tourist

;;"dt,' meintaining National Parks' Airports'

nirt"ipt and othir related services' I do not

"ntiaiput" 
that \\'e rviil have to resort to measures

"f 

'.ri,ait 
controi or import licensin.g to, pr:-te:

our butan"" .rf payments position although acuon

;;';; lines iould become necessary if rie do

not continrle to succeed in a-ttracting investment

,nO 
"*punOrng 

our earnings from tourlsm'
The visible adverse balance of trade ri'as

XISO t ifii"" on trade with countries outside East

Iil;"";;;'tiiio .nittion on all our trade' This

ir'"i ntt, sight most disquieting but the fi^gures

+"* ir,",. ln fact, during 1966 our overseas

assets rose lvhich mean' t-h"t t* " rvere able to

i*;."'",t t in.ituttd level of imports *ithout

;i;;i;-.; r'ur balance of payments' Horv were

rr" 
'"Uf. io do this? 

. 
There were t\ro re3sons'

The first thst \\'e conttnued to obtain substantial

amounl.s ,)t inl'estment f rom overseas both in

in."ort-tt.- rnJ private sectors' The second rvas

that our gross recelpts from tourism increased

il"; ;;;";;gu," oi Kr14 million' I knorv that

I t',r;;;; ,u-gg"ttta th"t *" are losing part of

ir,.^-*on.l *riiitr we shoutd-get irom :::,rit'
,n(.f tfri. ,. " m"tt". *hich I am arrsnglng to

t',"i" 
"int 

"',igated' 
but I am assured th11 the

;t;;;. ;.t iiii miilion is a conserrrtt\e estrmate

:;"rir;; ,.. acturtty errrned in itrrdrin erchange

i; ir;6 tn reply to a Parliamentarr'.Question

il 
^;;. 

,ni a"ittunt N{inister' N{r' odero-Jowi'

i"t"r..a 'he House that it rvas estimated that

;',j;;i';r,is; "ip'naitu'" 
of about Kt14 miilion'

The year under review' in so far . 
as our

external trade is concerned' was a record in that

t"it 
"i.p"t,s 

and exports taken together \r'ent

;\;"it ;.r-.'nt looked at against the 1965

ru ,;. "i 
t r. 

1 
u 

ir,. _ 11 I ", iT lfi :,Iffi ' t r';:"0.' :T;
there was no lncrease

Tanzania. Ct-rflee. rea and petroleum products

;;;;;;; tii "t,no't 
78 per cent oi the increase

i"-.*p"r,t *hich as a whole rose by 23 per cent

," 
-fISS--t,"rlion. 

The agricultural sector contri-

;,;;;" ;ost to this e"xpansion' .*''ith 
the small

;;;r;;;.t accounting toi reo million or11-1965

income. As ior the o'erseas imports these r"se by
'li, r". .."t ro KlltZ mittion iht lutg"tt prrt of

"lnt'.i' 
it 

",..'"""i.0-t"i mainty bv imp"rt of

.rrii"f g"ui, bv L'oth the Public and Private

:"J,;;;. ?.l,.qutntrv' the overall...risible trade

t.;l;;;; J-.-rinilrte.l'bv KI13'1 million t.rrer end

"[""" 1n. i:)(r5 trgure of K119 2 miliron cut tn

'o-iar ua :rls rvas due to imports oi m;cainerr

,ni-"o*to*ent rhe apparent deficit uas, to a

iurg" "i,.o, 
covered by an inflow ot capllal'

I
S

i:

t
h
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Chaprer 7 of the Survey deals rvith employ_

ment and earnings and shows that there was a
rise in emnloyment in 1966. I am sure that with
increased investment in agricultural pioi..o,
industnal projects and in hotels, housing'and
roads in 1967, the figure rvill rise firther,
although not as fast as we would like. The Survey
also points out that over the last three years
the rate of growth of average earnings has'been
nearly three times that of wage employment which
stronglv supports the need for an incomes policy.

I have only one more point to make beforeI leave the Econom.ic Survey. In my Budget
Speech rwo years ago, I suggested 

'that 
the

published figures for the Nationil income were
an under-estimate. I am glad to see that addi-
tional informarion which our Statisticians have
heen able to collect has proved me right. Ttre
.1966 per capita income calculated on the old
basis would be K€33 but on the new basis K€3g.
We are rherefore collectively Sh. 100 a year
better off rhan we thought, although th.is doesnot mean that we will necessarily find an un_
expected Sh. 100 note in our pockets when wego home rhis el'ening!

I now rurn Mr. Speaker, Sir, to banking and
money matters and specifically, to begin with,
the Central Bank of Kenya. In my tasi nudget
Speech, I gave a r6sum6 of the progress the
Government had made towards the eitaS[shmenr
of the Bank. It is now my intention to review
briefly the progress which has been made sincethe Bank commenced business. This was onl.lth September 1966, when the Bank.s notes
rvere issued for the first time. New coins were
also issued for the first time on l0th April 1967,
and as at _ilst May 1967, there were in circulation
Kenya \otes and Coins to the tune of
K€16,124._r:0 and K€525,060 respectively. On the
coins, there has recently been r.ery ,interesting
comments in the local press and no doubt
Honourable Members intend to express further
'"iews. It should, however, be remembered rhat
the Bank rras established under heav-v pressures
resulting f rom developments in fast africa
rvhich were beyond the Government's control
rnd that rr.rrangements for the mintine of coins
were verv rruch affected by one of itre highest
:ises et'er in the price ot copper.

In Dc'cen.ber 1966. the Centrai B:rnk l.o[ ,rr,g;
;rom rhe \ational and Grindlays Bank Limirecl
the functions of banker to the dovernment rvhenthe administration of the main Governmenr
.{ccount u'as transferred to it. Mr. Speaker, Sir,I trust that rhis House will join me in expressing

the Co,iernment's_ appreciation of over 60 ,,,ears.
cntclent .ervlcc nhich the National and GrindlavslJank .hare given to Government.-Th.- C;;;;;Bank has elso raken over the aaminiiiruion ofthe Exchenge Conrrol Act. In lJt.jiii"" ". i,,dav-to-da!' tusiness the Ccntral i"nt-.-fr.r'U".nplaying : pri.lminent role in orsiriin_e-tu'J.urt 

"ncw leei.irrrion ro repl;rce the existing thnking.\ct and rrisr> in rhe <irafting rf ,,n",n., Uiffintended :o make unnecessary the endor,s.-menttrf cheque: thich are paid into o Suni-i.'crcOitto rhe pr\ces account. I am hopefuf if.,"i-,n .iu"c()urse. I.hall be leying before tiris House gitts
to gil'e eri!-cr ro rhese luncjam.n,"i n..,i, uf 

"ntodern b:,nkrng st,stem.

In the commercial banking s!.srem in Kenvat,rtlav rhe rrends *.hich I menioned i; .; ;;;;lrrsr vear :are conrinued. privare urn['oJ5orir,
stood ar Kt67 mrllion at the end of fri^..n'isOZ,
an increase of some Kf6j million ,in..l"ri jun..
There * es e smaller rise in advances io tireprivate secror during the period 

".,tt 

--tf,.'"r.rult
Inat tne pnvate adr.ances,ideposits ratio fell fromll9 per cenr jn June 1966 to SO pe, 

".nr. Ho*=u.r.the overall advances,deposits ratio at fff"r.i.r fSOZuas 76 per cenr. This latter figure can U. ,.ln.r<J".tas most satisfactorv and close to the noim of
]0 per cenr r*hich i mentioned furi-r=rrl'if,"r.
has,also heen an improvement in the'commeicial
DtnKs c:l\n ratto (that is the percentage of notesend coin and balances at the fentraf gi"i.o.lnr,
tr)tal deposirs) during the period fr", 

"l.ri :+
l,.t .::Tt .tL) 

()\'cr 5 per cent. although rhis nqurels stlll belo\r' the more usual g per cent.
In other rlords. our commercial bankine s\sren.ris in good shape and *e intenJ ; I;;;,i',r,rt

way. Our"m9l.., supply is something or.. XttOOrllillon ot '.rhich only some 20 per cent is in theform of cu_rrencv in iircutation. Tti, l, 
"'.rrprir-ingly lorv nqure for a country of the size rnd at

the 
, 
\tage of der clopment that Kenyr-ii ri nr.l.r,lnu lt lndlc3tes that there is a rvell derlelooetland growing.banking habit in tf,. .orni.*l ,,ii"i,

.ruqurs $ell for the future.

_ ..\t the present time rr,e have everl,re:]son tobe confident in rhe international sr;ndin;-;'our
currencv. Our Central Bank. shich hai !r._r offttr such a <piendid st:irt. is in,,t.onu p.r.u,,,n r,,continue m:rintaining rhe external ,iiu. ..i' ,f,"Kc'nva shilling. Since rhe be-einning .t-lSi, ,i,.levcl of exrernel assers has *u"i u-..i t.,i ,r.,
_l 
I5 pcr cen: ,ri the .,mount of curre ncr in c::cu_Lrtion. At Ire end of .\pril, 

"t.n ti," g-,nt,,
foreign holdings reached i peak 

"i oi=.,Lz+
mill.ion this rario \\.as as high as lJ+ per cent.Horvever. this is nor the *ilo1" pi.tr.I-tf-',r.,.
country's foreign exchange reserves; one has to
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r'emember lhat Kenya still has a share in those

foreign assers which are held by the East African
LtrrrIn.l' Board and which at the end oi lUarch

".ourtiO 
to some Kl26 million' Furthermore' the

commercial banks also hold substantial amounts

of foreign exchange in the form of balances rrith
their Hced Otllccs, etc. By adding an estimate of

these items to our Central Bank's holciings and

b1 including our automatic right. other\\ise knoun

"t 
"gui.l rrinche" to draw from the International

\lorietarr Fund u'e arrive at a total ngure for

our foreign exchange reserves ot over Ki'10 million

-"n u-ouot in excess of the value of four
months' imports which is the target set.in our

Central Benk act. This I think 1'ou rrill aeree'

\1r. Speaker. Sir. is a most satisfactor) po:ili()n
end indicrtes the underlying slrenglh of the

Kenl'a economr'.
T*'o mt-nlhs ago, Dr. Leon Baransr'i handed

e\€r to \1r. Nderitu Ndegua. the former
Secretlrl' to Ihe Cabinet, thc responsibilitv of
the Office of Governor of the Bank. I am sure

the House sill join me in wishing Dr. Baranski
rrho hes :er\ed us rvell a happy retirement and

\lr. Ndcgrra success in his neu'capacitl of service

to this Nation.
Rather brieffy', Mr. Speaker. Sir. I rrould norv

like to turn to the subject of Public Finance u'ith
particulrr reference to the econornic impact
.'eused br expenditure by the Gorernment and

trrher related bodies' This is discussed in Chapter

8 of the Economic Survey from uhere it will
be noted in Table 8.1 the public sector contributed
x total of Kf-<1'7 million to the Gross Domestic

Procluct. T.rble 8.2 shou's that since Independence

and up to 1966 67. Government receipts for both

,..ur.ant rnd development expenditure siil have

increaseci b-v about KI25 million ind that

e xpentJiture s ill have risen bv :rbout KI30
.illion. The ditTerence between the tuo trgures is

eccounteti f or by the deficit in development

tccount. It is of great interest Io note that at a

rime uhen un<ier-developed countries are so often
criticized :.rr governmental extravagance' capital

cxpenditure of Government bet*een 1961 
"63 

and

1965 66 nearll' doubled rvhile expenditure on

u ases and salaries went up by no more than

l9 per c:nt in spite of a substantial increese in

the number of Covernment empicrlees' One main

c\plantti!.n to this of course. is the f:ct thet the

Ciiil Serrice has been localized to orer 9l per

Jc'ot srr ::-,t Inducement Allorvances "ni P:1's:lges

rr hich u.c.t to be paid in rclaticn tlr c\pstrirrte
(rfiicers h:,r e been considerabl;- reduced'

The meisage of the Economtc Survey is a

cheerful L]ne. that we are succeeding in achieving

the targels set out under the Development Plan'

We are achieving our target for economlc
growth. We are near !o achieving our target for
investment both in the public and private seciors

an<l in 1966 ihe most signiticant rise in incomes

was obtained br the small-scale farmer' Bu! rve

have a long *a1 to go in achieving the rise that

rve woulcl Iiie ro :ee in the incomes of the great

mass of our people' It will be one oi ihe

objectives Lrt the Government to lry to en:ure

that those in .'mplo1'ment do not get a dis-

proportionateil iarge share of the benerits of
cconomic groir th.

I rvould no* like to turn to cstimates oi
cxpenditure bl tirsttl' and brielly 1gfs1lin-s 1sr the

approved derelopment estimates for 1966 6 r- '

During the nnancial 1'ear. the Governmeni rvas

rubte to tinance. lmongst other undertakings' the

completion of the new Ngong ltt'lg{igrn \\ eve

Transmissirrn 5txtion. the new Teacher-Treining
College at ihc Coast, the Forest Deparlmint's
Extraition Road' Unit at Kaptagat *ith ecuip-

ment worlh KII-i0.000, the construction of over

300 miles trf new roads, including 130 miles of
bituminized roads, and the planting of nearll'
10.000 acres of new forest of rvhich 9,500 :cres

rvitl be soft *oods.

As for i 967 68, the Genera[ \f emorandum

Note included in the Development Estrmates

indicates !i'at \\'e propose to spend a total oi
Kf26.6 miiiion during the financial leer' Land

Settlement ri ilt take up Kf3.2 million end

Kl7ll.00t) *ill be required to re-linance n.r3tur-

ing debts reiating to the Mombasa Pipeline

Board and the Contract Finance Housing

Scheme at Ofaf a, Nairobi' The provision for
general de\ eir)pment of K123.'1 million is sub-

itantiall! nrore than the Kf20.7 million shown

in the iubii.hed Deretopment Plan for 196-'68'

In reluti..n t.r the amount to be rai:ed irom
trvcrs€aS.iurud) frrr dcvclopment. e number oi
loans har e :Llreedv been negotiated These

inctude Kll rnrllion from the African Derelop-
ment Bank. Krll million from the United States

.\id for Internetional Development torlards the

constructirrn of trunk roads and a loan oi KIll
mitlion f r..m the International De\ eltroment

,\ssociation of the World Bank for smail-holder
agricultural cred'it scheme. Kf4.1 million rrill
.or. uut.ri the Unite<l Kingdonl iniere':-fre"
loan of K:1S million.

r\mong:he nerr projects til be hnanced arc

the E.ldo::'.'fr,roro and Athi River Nanrang:r

rttacls, urti.e t\r i'e Nnown lr5 thc C reat \oriil
Roacl. Sugrr roads in the Chemelil \luhoronr
erea, Mombasa Television' the Ken-vatta \ational
Teaching Hospital, improvements to '\rrporLs
and Airsrrips' and building "r'orks 'li the

)

,'l

t
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Unirersity College, Nairobi. Projects already
started which are expected to be completed
during the year include the Nairobi / Mombasa
road, Kenya Polytechnrc Extensions, Homa Bay
HospitaI and the One ]littion-Acre Settlement
Scheme. Notably, there rvill be increases of
Kfl.J miilion for Education and K€1.2 million
tor Health Services. The Building content in the
estimates amount to KfS million while the road
]nd airport. construction programme rvill call for
expenditure of Kf5.5 mitlion. Ir is hoped that
the amounI of under-expenditure in 1967/68 will
be much less than in rhe current )ear. I said
e:rrlis.r that I would return to the subject of cash
crops. It seems that the best opportunities exist
rn increased output of rea and rhe etTorts of the
Gor ernment in relation to the industry are
iirccted to$ards that end. By rhe end of 1966,
there uere about 16.200 acres pianted rvith tea
undr'r the smallholder scheme. The 1967 planting
rrhich involved 5.800 new gro\\'ers has brought
the total acreage under the scheme to 21,000
ircre: w'hile the number of grorvers increased to
i:.(.)00. The Tea Development Authority is now
in its second plan to plant t-1..100 acres with tea.
The Plan for tea development rvhich rvas origin-
rllr' :cheduled to be completed bv 1970, it now
:eems. will in all probability be completed by
1968 or two vears in adl'ance. .{rrangements are
underrvay to start in 1969 the Authority's Third
PIan which envisages planting of 36,000 addi-
tional acres over a period of five vears from
then. Improved mcrhods of producing better
qualitl' planting material are being apptied and
the Covernment is hopeful that b-v 1970, there
.hould be no limit of the planrins material avail-
rible to the smallholders. It is also planned to
huild I I more factories to bring rhe total number
oi facrories at the disposal of the smailholders to
lE factories by 1973.

These measures and others in the aericultural
.ide of our economy can only be construed as
the Government's acceptance of the fact that our
economic sallation, at least as far as it can be
foreseen, lies in the best utilization of our agri-
eultural land. Just as coffee and tea have
t ransf ormed the farnting picture in the areas
mo\t suitable for these crops. so in the same wav,
\\e c:in cxpect major ad,,ances during the next
fe* r.-ars in thc arcas being dcveloped lor suqar.
B\, 19;0 rhere will be berrreen Kil5 million and
Ki20 million invested in the sugar industry, almost
:rr much as in any of the other major aericultural
industries in Kenya lrnd we are planning to spend
K!1 million next year on roads inthesugarareas.

The Development Estimates show that we pro-
i)ose in 1967 68 to finance expenditure of Kf26.6

million to the extent of about K!15 million
from overseas sources and KIll.6 million from
internal sources. It has been suggested by
Honourable lvlembers in some of the debates
which we hare had in the House in recent
months. that we are continuing to rel1. too much
on monev f rom overseas for financing our
I)evelopment Plan. I rvould, ho*.er er, like to
point ()ur rhat we are in fact shiiting .r.ery sub-
stantiail!' the proportlons c.f de',elopment
expenditure to be financed from orerseas and
internai \ources. ln 1964165 it n.as about g0 per
cenl but in the present financial \ear \\.e have in
fact obtained more finance locaiir then from
()\L'rseas. Next vear \\.e are planning to finance
over -10 per cent of our expenditure locally
partl) from loans and partly from laxarion. This
target of Kf 11.6 million may seem high but I am
conlidc-nr lher it will be met. On :he orher hand,
it could nor bc significanrly incr..ased and if we
did noI have access to overseas _iources of
linance then we could not contemplate expendi-
ture of anvthing like Kf26.6 million on develop-
ntent next )ear.'fhis i; rhe first xnd most obvious reason why
we nlll\t continue to sc-ek mone\. from overseas
for .r .ubstantial part of ou. der elopment
expenditure. The second ancl onir.slightlv less
obvicus r!-ason is the one to which i nar-e aireaOy
referred b,riefl1,in discussing our visible deficit
in erternal trade. Although the direct import
content of our plan is only abour 30 per cent it
has been shown that local ctl5t expenditure
gener:tres e demand for more imports. There-
fore. rf rre do not continue to obtain external
loans rhe tmount of our development expendi-
ture rviil be severely limited for balance of
palments reasons. This point w.a-r emphasized on
page 9[i of rhe 1966 I 1970 Der eiopment plan
rvhich stated that :--

"In 1970 Kf26.5 million out of the balance
of pavments deficit of Kf28 million lorecast for
that ]'ear would have to be financed bv the ner
inllou trf capital from abroad."

Again on page 123 it is stated :-
"That a Foreign capital inflou projected at

a level suttcient to finance :*'o-thirds of
Cenlral Government investmenr. .10 per cent
of private investment and one-half of total
planned investment was necess3rr. to enable
the countrv to meet its ft-r::sn exchange
oblilrtit'ns rtnd maintlin a nruienr level if
foreign reserves."
In other words, in order to avoid balance of

pavments difficulties, rve need to obtain from
overseas sources, money to finance imports and
in addition at least an equivalent amount of
monev to rinance local cost expenditure.

t't'
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The third reason is that from the point of

view of the Budget and the point of view of the
Kenya tax-payer a lesser financial burden is
placed on the country by borrowing money on
favourable terms from overseas than by raising
it at current rates of interest on the local market.
The actual charge on Kll million borrowed locally
is about K€75.000 a year including interest and a
I per cent sinking fund and at the end of 25
lears onlv half the capital sum borrorved rvould
have been corered by the sinking fund. Kll miltion
horrow'ed from overseas and repaid over 25
years with no interest costs us Kf40,000 a year as
compared with K€75,000 a year for a similar
irmount borrorved locally. At the end of 25 -v'-ears
the whole sum has been repaid, rvhereas with a
local loan oniv half of it has been repaid.

The Government should have a free hand in
matters of borrowing and in exercising its bor-
rowing powers the main consideration u ill be.
as it has alsavs been. to obtain the best terms
whether overseas or locally which rvill benefit
the people of this country; provided that this
main criterion is fulfilled. it should not matter
whether the money is from the East or West.

Turning now to the recurrent expenditure for
1967 168, it \\ill have been noted that this stands
at a net amount of nearly Kf57 million and that
if K11.9 million which will be met by way of a
loan from the British Government in connexion
rvith compensation and commuted pensions to
Designated Officers, were to be excluded, a net
balance of about Kf,55 million will be left to be
financed from our own resources, mainly from
taxation. This latter amount exceeds the 1966 167
corresponding amounts by almost K12.7 million
after red,rctions of about Kf5.7 million were
made out of the forecast estimates submitted by
Ministries to rhe Treasury. I am glad that it is
more and more being realized that the Treasury
Iike and other Ministry or Department has
limitations in satisfying the wishes of Ministries.

There are a number of major increases and
(.rne of these is in the Public Debt provision to
the extent of oter KIl.3 million. We cannot afford
to allow .)ur public debt estimates to continue to
rise at this alarming rate, and must therefore
begin no*' to finance part of our development
!-xpenditure from taxation. The alternative rvhich
I rvould not like to recommend to this House,
sould be to cut do$'n on planned development
crrrenditure. The next lareest increase relates tr-r

the Ministrv rrf Education vi,here an extra K{+
million has been provided for secondary educa-
tion, Kf50.000 for technical oducation, Kf61,000
for teacher-training consequent upon additional

intake of 5l-1 srudenrs and Kf305.000 for hietrer
education in order to cater for greater intake of
students into the University College. Nerv pro-
vision has also been made under tJre Educarion
Vote for the expense of the Teachers, Service
Commission and the new Correspondence Course
Unit. Another \linisrrl, w,ith a significant increase
is the Ministrv of Health rvhich has o!.er
KI520,000 more rhan the amount provided in the
current year's estimates. This increase is mainlv
accounted for bl rhe establishment of 790 posrs
for the Minisrr'"' as a whole and in parricular
for the Kisumu. Gatundu and Ladv Griee's
Hospitals. The increase also reflects aAOitionat
cost in relation to improvements in the patients'
diets. the establishmenr of the Faculty of Nlerlicine
at the Universitv College, Nairobi. familv plan-
ning and medical facilities for villagers in the
North-Eastern Province. Other votes shorvine in-
creases include the Ken1,a Armed Forces anj the
Kenva Police. the Office of the president in con-
nexion with villagization and lhe replacemenr of
the Sw'edish Aid for the Government Secretarial
College which it is understood will no longer be
forthcoming, the Office of the Vice-presidint as
a result of the anricipated increase in the prison
population, and the Ministry of Foreign Affain
rvhere posts of Commercial Attach6s overseas
have been established. Some of these increases
have been offset bv additional appropriations-in-
aid expected to occur primarily in the Ministr-r,
of Agriculture and Animal Husbandrv arisins
f rom the sale of mismanaged farms on r. hich
the Government has spent about Kf,l million
Ministry of Labour and the Voice of Kenva.
Provision for certain Ministries also reflect their
requirements in order to enable them to provide
facilities in the nerv villages in the North-Eastern
Province.

The estimates. however. do not include the
probable financial implicarions of the r3com-
mendations of rhe \{iller-Craig Salaries' Revie*'
Commission which are likely to be of the order of
Kt2 million. In accordance with the intentions ex-
pressed bv me earh' in 1965, the Government has
now made arrangements with the agreement of the
existing shareholders to acquire a majoritv share-
holding in the Kenva National Assurance Com-
pany. The reorganizarion of this Companl' uill
require reference ro the courts in accordance
rvith our Compenl Law and as soon as the
necessary formalities have been completed. i: u.ill
be necessarv for me to seek additional provision in
the region of K:100.f00 to enable the Governmenr
to purchase additional shares. This Kfl0O.00l
is not reflected in the published Expcndirure
Estimates. It has also been agreed that the Corn-.
pany will as soon as possible begin life assurance
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Lusiness 3nd in this way it will be able to play
an incre3srng role in developing national savings.

Further. ilthough expenditure on security in the

North-Esstern Province is already running at a

high level. it has recently become apparent that
to implement the Government plans in this area,

some aciciitional expenditure, not included in t}re

estimates rvill be necessary. The actual provision
will be souqht through a Supplementary Estimate
in the nert financial Year.

Before I conclude on the recurrent expenditure
for the next financial year, I u'ould like to say

something about the current situation in the fin'
encial management of local authorities and

Honourable Members will have noticed from the
recurren! estimates for the Ministrv of Local
Government, the grant provision for 1967 168

remains :t the same level as in the current year'
Whereas. I am prepared to listen to representa-
tions for additional grants to local authorities'
I am fer from being satisfied that the local
authorities '*'ho now claim to be in financial
difficulties are doing what is necessuuy in order
to ensure that there is enough moDey to maintain
end improve the services which the people in
their areas have a right to expect. There appears

to be a great reluctanc€ on the part of certain
local auttrorities to collect the revenue due,

although. the information I have received mainly
from the Provincial Administration, leads me to
believe rhat the ability to pay, does exist in the

majoritv of cases' For exampie, a recent drive
through the combined efforts of Members of
Pariiameot, the Provincial Administration, Coun-
scilors ind Officials of one of the County
Councils. did in a period of three days produce

over K!15,000 which was utilized to avert an im'
minent .:rike by some of the staff of the County
Council concerned. The maximum revenue per-

missible by law must not only be collected but
must be seen to be collected and Local Auth-
orities ;hould realize that rvithout carefully
worked out budgets coupled with proper f,nancial

adminis:ration they are bound to remain with
their pre.ent problems which no amount of grant

will soli e. What I cannot accept is that the Gov'
ernment should be looked upon as the traditional
Father Christmas by Local Authorities who are

not prep"red to do their best before approaching

the Ccntral Covernment f or f urther grants' I
*'ish to appeal to the Local Authorities to cut

their ci'.,: according to their cloth and to assume

their res.oonsibilities courageously'

As I have explained, we have to f,nd about

K€55 million in iaxation to cover expenditure in

the Printed Estimates. I estimate that revenue

H 31-15;P.

at existing rates of tax will amount to about
Kf58 million. The surplus of Kl3 million will
be required to meet the cost of three items not
included in the Printed Estimates, namely, salaries
revision, the purchase of additional shares in
our National Assurance Company and additional
expenses in the North-Eastern Province. In
addition. some allowance will have to be made
for Supplementary Estimates which $e cannot
now foresee.

This does not I fear mean that I need not
impose lrnv further taxation. It uould not be
possible f or us to linance the Development
Estimates of Kf26.6 million unless rre can find
a substantial contribution from revenue towards
this expenditure and this brings me to m)' taxa-
lion measures and I u,ould ask Mr. Speaker that
this speech be taken as Notice of \Iotion to be
placed before the Committee of Wals end \Ieans
uhich is to deal u'ith the measures I am about
to irnnounce. and uhich will come into force from
midnight tonight.

I have already explained that I expect to be
able to cover recurrent expenditure including
the cost of salaries revision from taxation receipts
at the existing level but in order to ensure that
our Development PIan is not held up and also in
order to prevent an excessive rise in our public
debt. I propose to raise a further sum of nearly
Kf.l million in taxation towards development
cxpenditure. .{bout K€2.8 million of this will
come from changes in customs and exctse and
K€l million from changes in income tax.

The changes in customs and excise fall into
three main groups. namely those which are techni-
cal or administrative, those which are primarily
being made to raise revenue and those *hich
are designed to increase the burden on certain
luxury articles and thus perhaps to save us un-
necessar!' foreign exchange expenditure. shile at
the same time bringing in some more revenue
even if there is some reduction in imports.

The technical and administrative changes are

explained in the Financial Statement and I do
noi propose to list them in detail no*. except in
relation to unprinted paper and cardboard impor-
tcd for the manufacture of cartons lrnd paper

bags at Fresent imported free of cu5toms duty
under TarilT Item 165 (b). The Customs Investi-
gation Branch has found out rvidespre:d abuse of
ihe concession uhereby paper and cartiboard thus

importecl har e been used for oth.r rlutiable
puipor". such as the printing of wall ca.lendars

and stiffeuers for locally made shirts' Although
convictions have been obtained and fines imposed,
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the abuse has not been abated and as local manu-
facture of the items is now well established. there
should be an,i,/ valorern customs duty of l-i per
cent.

A minor revenue proposal '*ill remove xn
anomaly to u hich some hon. Il{embers drew ml'
attention last vear. n hen the duty on matches
u'as increased. I have taken their adl'ice and
propose a specifrc dutv of Sh. I u ith an rtrl
t'uloretrt dutr of -1,5 per cent on mechanical
lighters. flints .,nd gas retills for lighter:. Thir * ill
bring in about Kf.9.000. I sce no rL'ason Ir) con-
tinuc the prc.ent exemption on bell and roller
bearings and propose that these should be duti-
able at the normal rate of 30 per cent. This $ill
bring in aboul K€'10.000. A slightly more irnpor-
tant change v iit be the extension to the iist trf
cxcise tiutics:o inciucie paints and distcmpc'rs.

.\s I :Ieted l.:-l ) ear. it is nccessat't in t)r'-iur It)
compcnsatc i.'i' the ell'ects of intpolt 'ubstitutitrn
1o impose ntoiest rates of cxcisc dutl on Ioclil
nranulacture: 'ihen their industrv is rirnlil c:tli-
blished. The euty on paints will bc Sh. J pcr

gallon and on distempers Sh.9'60 per cst rrnd

I estimate the ievenue as Kt6().000. \loring up

the scale. I crpect t() get about Kf l7t).(X)0 fronr
making camerss, accessories and lilnls dutiablc
at 30 per cant I \ee no reas()n to continuc llrc
present conce.'ion under uhich thcre llrticle\
no\\'c()nre in ii-ee but care rviil bc taken t'r see

that in the.r;ministration of this tlutv touri:t:
hringing in c:,meras and taking them out aguin

,,." n.ri subjected to excessive examination and

tcsts.

Mv nc'rt p:ooosal concerns food preparations'

many of whrch might be regarded as almost in
the class of lururl' articles as there are adequate

local strbstittrt:s for nrany- itenls oI it'rod $ hich
\te now impo:t. I propose an increase in the

nrcsent rate (': dutv l'ronr -1- ! nel c(-nt to itl per

cent ancl 3niong lhe Items atlectcd u iil be

breakfast cereals. jams' pickles. tinned lruit'
macaroni enci tomato saucc. I estimate the

additional re\enue witl be about Kf l-<0.000 The
petrol compsntes reduced the price of petrol by

15 cents and oi diesel by l0 cents a few months
ago and alth(rugh I do not rvish to add unneces-

sirilv to t13nsport costs, I think it reasonable to

restore this ti,iierence in pricc bv increasing the

duty on petrol by l5 cents. This rvill mean that
users o[ this c.-mmodity will be pa-ving no more

for their suppiies than they were a few months
.rgo. In ut)t-ls Jr'J3tiofl clt the neetl ltr '' een Illrm-
ing anci publrc transport costs down- there *iil
be no extra ciuty on diesel. The estimated rel'enue
will be about K1250,000' I have also examined

the trends and consumption in a number of oid
favourites. including beer and I am satisfied that
a modest increase equivalent to about l0 cents
per large bottle can now reasonably be made.
This should bring in about Kf300.000. I hete
also considered u.ines and spirits. both of *hich
fall into the class of luxury articles. I am satisned
that a small incrcase of Sh. ,1 pcr gallon in the
duty on rvine couid reasonably be nrade and
cstimate that this will bring in additional re\.enue
of Kf 17.000. Revenue irom spirits has not. horr-
cver. been buoven! and the existing rate of ciutr
is equivalent to nearly -100 per cent which is,r
high rate even ior a luxury article. It does.
however. seem to me slightly anomalous th.r:
pert'umed spirit rr hich is also l lururv rrtr.-..'
:hould bcar a dutv ol only 75 per cent and I

propose to raise this to 100 per cent. Icstimatc I

will get Kfl.00tl more. \ly major revenue pr.-
posal is for ln increase of 25 ccnts per lard;r
the dutv on rextiles. I estimate that this will bring
rn additionirl rL-venue ot about Kf 1..1 million.

I. houever. rr ill t'e disappointed in mv expecr,r-
tions if the ladies decide to tvear even shorter
skirts ! I doubt. ho*'ever. w'hether "minis" .-::r
become "minnier".

Textilcs pror irlr' ,)ne \)l our ntain sottrces .,i
lcvcnue *hich *ill gradu:rlly be reduced as p:o-
duction rvithin Keny-a and rvithin East -\iricr
increases. I drr n(rt \\'ant at this stage to .,)n-
template any r!'duction in the eristing high lersl
of protection u hich the presenr duties atlo;d :.,
our textile ir-rdustrl' but $ e u,i[[ eventuall-'" hrr e

to impose an excise on locally made textiles and
I propose that 1 start should be made no*' bl the
imposition of a duty of l-i cents per square ta:d.
This should bring in about Kfl-.i0.000 in revenu!'.
I now come to an item tthich I think cln rcfSt:r-
:rblv he rL-garded as in the Iuxury'class. Ther
lrrrge mot.rr-cars. Lrst 1car, I announced ch.rngt.
in the lcvel of dutv on clitierent tvpes ol rnot(.--
cars. The present :'rtes for p.issengc.r-crr:-r i:1:
vehicles are 30 per ccnt -10 per cent ancl -'-,r ro..:
cent for small. medium and large cars. I fr.ei thrt
it rvould be re:soneble to keep the 30 pei 3r.:r
dutv for the reallv small tvpe of car ot up:.,
ll00 c.c. I propos-. th:rt the nriddle lat.' oi ]rl
per cent uhich ncru applies to vehicles crceeding
1800 c.c. but not erceeding 2300 c.c should rppir
lo cars of bet\\een il0l c.c. anil 1800 c.c. Thr-:.,
are a considerablc number of cars in this cla.r
that cannot be regarded as small crrs. The -<0 p--:
c.'nt rate now :rpp;ies to cers c\cr'eding l-1r )(l c.a.
I propose to applr. this rrte to c]rs of f ronr i St-t1

c.c. to ll,<0 c.c. and to have a new class oi or.-:
ll50 c.c. which rr ill be chargeable to dutl' ar
70 per cent. Hon. Members might like to have
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one or two examples of the ditlerent cars which
will fall into the different class€s. Cars which wrll
remarn dutrable at the present rate of 30 per cent
include the Ford Angtia, Peugeot 204 and the
\{orrrs I 100. the medium car class includes the
Ford Cortina, the Peugeot 40-1. the Morris 1800
and the Renault 1600 and Tovota Corona. The
next hrghest class wrll include the Rover 1000. the
Mercedes 1000 and the -frrumph :000. I do not
think that I need go into detarls about the top
class rrhrch many of us woulci lrke to own and
some oi us do! [ estimate the increase in revcntte
from motor-cars at about Kf]00.00.

\11' next proposal concerns the export duty on
ccrfTee. The purpose of this ta\ \\;is only partly
to rai;e re\-enue. It u'as intended to brrng home
to cotfee farmers that with increa.ed production
rl"er rrnd above our quota lt rras desirable that
margrnal producers should s\\rtch Io other crops.
It has heen suggcste(l ttt nrr- thst tne rute ()f tax
:hr'rtrld be incrcased \\ rth thl\ end tn t'retr'. fron-t
KflO ro KIJO per ton and uhcn I undertooL tt.r

revreu the tax when the price fell below Kf320 pc'r

ton. I rave no undertaking to reduce it. Hou'ever.
I rm .:itrsfied that the declinc in prohtabrlrty ir
harrng un etTect and do not \\unI Io make prodtrc-
tron unprofitable for those trho urll continue to
pr()duce hrgh qualitl' coi[ee. I hare. therefore.
dccrdcti to rccluce thc ntte of t.rt fr.rm Kf30 pcr
ton t,) Ktlt) per ton. I havc tukcn rnto xccount
the ltr.: trf rcvenue, namell'Kt-r-<0.000 in thc
cstlnlrtcs of revenue at cristins rale of tlx rrhich
I harc already given.

I no\\ turn to my proposals ftrr lncome tax
lrnd urll deal rvith corporallon tax. Here I have
pui-:ucd ir conslstent policy of grattually convert-
rng cL)mpan! tax lnto a corporation tax. I :hotrld
purh.:p. remind hon. Ntcmber\ Ihat the c\\cnttrl
tirlicr.r,'c bct*een these t.n<t iorms of tax rs thet
!()rp()r.rLron t.rr hes to be perd rn full rrith no
.rllou,rnccs for dividends u htch are separately
trrrcd .,. part of the income of thote $ho receive
the dir,tlends. Hou'ever. under our Iarr as it stands
lut pie\Jnt, dir identl inconle l: cherged I() surlllx
onll .rnd not to income tax.

I torrk the first step in 196l shen in my first
Budget I introduced a corporatton tax of Sh. 2
in the C. in addition to a conlpan)'tar of Sh.5/50
chargeaole on prolits of the year of rncome 196 l.
ln the next year I reduced the company tax to
\h. -l anti increased the corporation tax to Sh. 3 / 50

leer inq the overall charge -still Sh. 7 t50.

For tlre 196-1 year of income. the corporatton
tax became Sh. 4 and the company tex also
Sh. .1. For the 1965 year of income this was
converted into a single corporation tax of

Sh. 7 )0. I now propose that this rate should
be increased to Sh. 8 in the f for the 1966 year
of income or 40 per cent. The higher srandard
rate levied on chargeable incomes of Trusts rvill
also be rncreased to Sh.8 in the I and there urll
be other consequenttal changes includrng from
the lst July' 1967 an increase from 5h. ; 5() ro
Sh. 8 in the tax to be deducted from Debenture
interest pard to all persons other than inttrviduals.
The rate to be deducted from tnterest pard to
rndtvtduals remains at Sh. 2,, -sQ in the I. The
chargeaole lncome of insurance compenies and
that pirl of the chargeable lncome of mrning
companles rrhich relate to income derired from
the mrnrng of specrfic minerals u ill _co up by
-i() cent' rn the f. Similar rncreases rrill be
lnnoun.eu tr)da] by rry colleagues rn Uganda
:rnd T-rnZtnlt. I estimate that the lrddrtional
rcvenue u hich rt ill be receit,cd in tlte 1967 6E
linancr.,l l err rr rll be Kf900.0C0.

ln arrrrrng aI the proposed rete of 5h. 8 in
thc t. I h:rrC had careful rcgarcl to the retes <'f
l]xatlon rn other developing countnes and
although I cannot -eive any hrm commrtment in
view t f po:rrble changes in crrcumstances shrch
I Canntlt no"r fOresee, I u tlUld Certetnlr hope ttl
bc able Io avoid any further rncrease rn the rate
of ctrrp.rrltron tax for a numbcr of 1elr..

I rec.-rgnrze rhat it rs from thc re-]n\ e\tment
of prorit. thet rre "rill secure s ltrr,rre p:rrt crf lhe
moner rhat 'rre need to fultil the portron ot the
I)cvelonntent Plan rr'hich relates to the private
scctor. I rlso recognize that the profit motrve is
the main one s'hich governs investment in the
private sector and that it is in the interesr of the
Government that scarce resources of nttrney and
matenaii should be used as protitably :rs possrble
for the 'oenefit of the economv of the crruntr\'. It
nru\t .ri.\). h\)\\e\cr. be appreciate(l that tn rclarron
t() ln\c\intent f r.tm ctluntries nrth u hlch rre n:rve
a dtluble It\atlon aqrcemcnt. there \\ rll be n<t
;rrldition.rl tux patment lf the rate of r:rr rn ihe
countr\ .oncerned is not less than -10 per cent.
Hon. -\[en:bers sill also appreciare that lrrth this
new increeie in lhe rate of corporatron tax the
Governnrent. has an effective .10 per cent lnterest
rn lhc F.ionts of all companies

I no$' iLrrn ttl tncotTl€ ta\ on 'ndir idutls. JUst
lts I h.ir -' rr.plained rn rclatron to c(]-pLrratlon
tax. I hrr e been followrng a .rns]itenr ;rclrcy
.rlso in rh.s sphere and did indicate n nrroduc-
rng mv 1965 Budget that rt would he necessary
to re\ e',\' the r3tes of personal .1li6u spcgs in
order tla ln!'rease the tax base or rn othei words
the numt'er of persons lrable to pay tncome lax.
In that lear I announced the reductron in the
marriage allowance from f700 to f60O and made
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[The Minister for Financel
ihis effective for the 1964 y-ear of income. Since

then a new complication has arisen with the

introducrion of Pay-as-you-earn for those in
employment who are now each monlh clearing
their liabilitv for tax in the current -v'ear of in'
come. namelv. 1967.I do not think it would be

proper for me. therefore, to make an)' change

in personal allowances elTective to the 1966 or
l96i rear of income. Theoretically. it would be

possible to appiy any changes only to those who
are not in employment but this I think would
be unfair discrimination between two classes of
taxpayers. No one, therefore. will pay any more

income t&x as a result ol my proposal in 1967

and witl. therefore. have time to prePari for the

shock.

Under the present level of allowances a married
man u'ith iour children does not begin paying

income tax until his income rises above Kf 1,080

a year. There are only about 50'000 income tax
payers in the country and assuming that each

iuxpay". is the head of a family of fire persons

the ciass of income tax payers represent only
about 2] per cent of our population. Further
under the present tax system a married man with
four chiklren does not pay anv more t'rr as his

income rises from f600 to €l'080.

I <Jo not propose to make any changes in
childrens' allowances but I propose for the 1968

vear of income a reduction in the married allow-
ance from Kf600 to Kf480. I estimate that this
will bring in additional revenrre of about
Kf 100.000 in the present fin'ancial year and l(Il
million when fullY effective.

I have only one further minor change to pro-
pose with regard to income tax. At the moment
the maximum rate of surtax. namely Sh' ll in
the € is reached for chargeable incomes of
K€10.000 end over. I would propose lhat there

should be a new rate of Sh. 13 in the ! on

chargeable incomes of over Kf 15.000 and that
this new rate should apply to the )'ear of income
1967. This means that the top rate of tar includ-
ing income tax and surtax on these very high
incomes will become Sh. l-5/50 in the €. Before
I leave the question of income tax. I rvould like
ro pay tribute to the Commissioner and Staff of
the Income Tax Department in improving collec-
tions ot tax and also to say that it has been

egreed with my colleagues in Uganda and Tan-
zinia that the Income Tax Departrnent ;hotrld be

re;nforced by additional stafl so that income tax

\)mces can be opened in main centres outside the

capital cities in order that the scope for evasion

of tax can be markedly reduced' I intend to intro-
drrce more effective measures of collection and

I have decided to steepen the penalty for non-
payment of tax so that it will increase in accord-
ince with the length of time the tax remains in
arrears. At present the Income Tax Act provides

for a penalty' of 5 per cent irrespective of the

period of default. It rs intended to make this 5

per cent the minimum and that it shall scale up
wards so that it has a more realistic relation rvith

the rates oi interest *'hich are commonh' pavrble

for monev borrowed. On this basis, a cherge

approximating to l2 per cent p€r annum is
contemplaled.

I would now like lo announce some minor
taxation changes. The rate of tax on pool betting
is now l0 per cent. I regard betting on football
pools as a comparatively harmless activity. but
if we atlow it to continue, I think we should teke
a little nrore in tax. I propose to double thrs to
20 per cent which should bring in addit:onal
revenue of K€30.000. I have also considered the
question of Estate Duty and think that the ore-
sent complete exemption from duty on esiates

of below Kf5.000 cannot be justified :n the

circumstances of our society' The charges *'hich

I propose on the small estates are not large but
will at least compensate for the work invoived
in dealing rvith these estates. I propose thal :he

exemprion limit be reduced to KIl.000' KI-(
only will be charged where the value of an

estate exceeds Kfl.0O0 but does not erceed

Kf 1.500. K€10 will be charged where the veiue

exoeeds Kll.50O but does not exceed Kf:.mO'
The charge wilt go up to Kf l5 for estates erceed-

ing Kf2.@O but not exceeding Kt2,500. end

where the value of the estate exceeds Kfl.500
but does not exceed Kf5'000 the rate wilt be 1

per cent. Additional revenue of about Kf+'o0t)
is expected.

There wrll also be a number of minor changes
in fees designed to cover costs of administration
or to bring fees that have remained at their
present level for some time up to an appropriate
hgure. For example. the fee for driving tests rvill
go up from Sh. l 5 to Sh. 20. the fee for venicle
registration will go up from Sh. 10 to Sh. 10. and
the fee for issuing duplicate registration L'ooks

will go up irom Sh.5 to Sh. 10. These changes
will come into force immediately in accordance
with legai notices signed by the Ministers con-
cerned. I also propose that for 1968. motor
dealers licences should go up from Sh, :0t) to
Sh. 600 and that tbose who deal in secondhand
cars without holding motor dealers Llcences

should be required to pay a registration fee of
Sh.100. The necessary steps to bring rn ilese
changes u rll be taken before the end of this
year. Additional revenue or increased appropria-
tions in aid of about Kf2.1,000 will be obtained.
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[-fhe -Vininer for Finance]
Also. there will be other minor measures taken
by the Ministries and Departmenrs which in
addition to tightening up administration will pro-
duce smail amounts of additional appropriations
in aid and which I need not estimare for here.

There is another measure I should announce
even though it will not increase r€\.engg and this
is in connexion with the Aviarion Fuel and
Landing Fees. Hon. Members w.ill recall that in
Iy last Budget and after consulting the
\{inister for Works and Communications, I
imposed a throughput service charge on aviation
fuel. in order to close the gap betw.een expendi-
ture on our airports and income arising from
their operation. Since this charge was imposed
the Internarional Civil Aviation Organiiation
has discussed the principles which should govern
the application oi a fuel throughput charge and
has recommended that this should onlr. take the
lorm oi a concession charge. I hare t.leciderl to
abolish the charge with effect from lsr Julv 1967.
lt is. however. necessary for the airlines to pay a
fair share of the costs of airport operation, and
I have. therefore, decided to increase air landing
fees with effect from the date of the removal of
the fuel throughput charge. The alterations in
the scale of landing charges wrll r!,present an
alerage rncrease of about 35 per cent in the basic
scale oi fees. and will produce approximatelv the
same amount of revenue as the fuel throughput
service charge which I have remored. It wilt. ot
course. be simp,ler administratir.ell' to collect the
revenue through one charge onlr.. The night
iantlin g surcharge w ill remarn ut ju per cent of
the nc* basic Ianding charge.

\1r Budget can easily be summarrzed in a few
words. Faced with total expenditure. recurrent
and development, of over Kf83 mrllion. I am
aiming to cover all but about KIi6 million of
this irom our own resources. The manner in
t,'hich revenue at existing rnt€s rli rex respo,nded
in line wirh the gncwth in the narronal income
in 1966 has made i.t possible lor me ro make a
start on achieving a target I have mentioned in
previous','ears. I have, therefore. announced in_
.re3ses in taxation mainlv to enable me to
linance an appreciarable proportion ol develop-
mr.nt expenditure from revenue.

\l l' ta.\ation increases amount to about
Kt-l nrrilion and will come to lhe exrent of
Kt I mrllion from income tax and nearly
Kf3 miilion from customs and excise duty and
other minor measures. None oi the increases are
verv severe and the major revenue earners will
be 50 cents on corporation tax. Li cents a vard

on textiles and I0 cents on a bottle of beer plus
a restorarioo of the recent cut in the price of
petrol by rbe oil companies.

I am advised that the effect of mv taxation
changes on the :ost of living will be r.ery small
and that rhe Wage Earners' Index and the Nliddle
Income Index will both go up by less rhan one
point.

No doubt it is these changes which *ill receive
most publicity but I hope that attenlion rvill also
be paid to the manner in which rhe grow,th of
cxpenditure has been kept under control.

The ettention of economists and fiscal experts
tcnds to be focused on the problems of develop-
nrent and the problems of different merhods of
taxation but recent history has sho*n that $hen
dcveloping countrics have got into real trouble
the start of the rot has almost al*.a1.s been a
failure t.'r limit and control expenditure. This is
not an easy task but one which can be success-
fully discharged if a Finance Minister and his
Treasurv otficials are prepared to be unpopular.

The lear 1966 was a good one but I do not
expect the growth of the economy in 1967 or
1968 to be as great as it was in 1966. There are
a number of reasons for this. We uill produce
m()rc.\rlfee but the excess of prtrduction over
()ur quL)ta ri ill increase and this rr ill reduce the
rlverage return per ton to producers. We will
produce more tea but the trend of u.orld prices
may not be favourable. We will. I hope. produce
more maize including some maize for export. but
the c\pLrrt price u ill be below the present
guaranteed internal price. The price of sisal is
unlikelr Io recover significantly. Tuo of rhe most
hopeful fields for increasing the earning: of far-
mers ai-e sugar and livestock products. But the
development of new sugar estates and fectories is
a Iength,'' and expensive process. elthough u ell
worth\\hile and u,e n'ill be producing rugar for
a firm lurcal market. \['e could certainll. sell more
beef if ue could produce it but it *ill take rime
to build up and increase the national herd of
dairy and beef cattle. Tourism will grou but the
rate of gro\\'th rvill be limited by rhe rate of
cxpansi!rn in hotel accommodatitrn untl tccL)rn-
modatiLrn in the parks and game areas. \\'hen
hotel p:..jects alrcadv underu ay. are completed.
there *ill be a very significant increase in accom-
modatitrn but neither of the two nerv int..rnational
hotels in )iairobi are likely to be open bciore the
end of 1968. Increased investment rvill. howet'er,
undoubtedly provide increasing employment
opportunities. The success of the long negoriations
for a Common Market Treaty will also. I hope,
be welcomed throushout the countrv lnd the
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treaty itself will provide a firm frameuork rlithin
r,,'hich. lrade and investment throughout East
.'\frica riili. I am confident, increase'

The national income. the general rtanilard of
!iving. of .'Llucation. rnd of health *ill increase
;rnd inrprt r ed procluction methods will add to
rrgriculturli incomcs. The pacc of advance rrill be

\teadv r3ti !'r than sPectncular.

Tlri' i. ti,; Iifth llud-{ct rrhich I he,e rcprcs.ntctl
tr'r ti'tc Hrr:t'c. During thc llrst tir e I cl,r: I h-rr c

had t,, irr i,r mlrintain thc momcnlunl rrf tlcrclop-
nrent. it.ln -.: lLln10:t exclusir cl1' ()\ cr\c'lti \(rurces

of finlnce. l.t lhe same tirne I hrvc h:,J tL\ rlii\c
IaXrrtitro .ubstentielly cach )clr in oi-dcr ltr
hrrl,rn;: :.-,' rJcurrent tludect. Our p,':iti.'n i'
nruch ilr()n-:!'r t\rdllv than w'hen Itir:l took trttcl.
\lv :iit '.:rr-ing thc ncxt thlec \!':trs \\il l': tt'
lc\trlirn r' tlin ..'asonlrblc linlit' ',r-' 1;' l"r li1 trf
i-'-gt.l.r:t: .\.nenditurc t,.r rt:ukc j1 p,'..1[]g :,r tin-
.rncc :,n :n:rc':L.ing ticvolopmcnt Pr(rgl-lnli-r'c. I

irofrc th.:l ;1\ 197() itt ltlt\t i5 pcr c.ni r)f thc

protr':rflrflrc' uiil be covercd b1- laxation rc!cnue
.rnd ii ittt-'i.jr li pcr ccnt fronl loens r:ri'cti on

the lrru:,i nr:;kct. I)cspitc the s rrrning I hrtr c Jtt't
::ir,'n .,b.':,: ()ur prospccts lrntl in thc' i.noir icdgc

Ihat past problems lrave been successf ull-v.. over-
come. I can say with conviction that \\.e are on
the road to 3 more prosperous future for all our
people.

)'4r. Speeker. Sir, I beg to move.

The llinister for Economic Planning and

I)evelopnrent t\lr. \lbova) seconded.

t ( ) tte.: t i ott prtt po.sed )

I)EP \hTt- RE ()F HIS EX( Et LE\( \
THE PRESIDENT

Tl.e Speaker {\lr. Sladc): N(r\\ i: ' His

:lrc':ilcncr'i piclL:ure to tlrke his lclrr c.

1 ll (t,r. \l en hert rose itr t lrcir piuce.s

I'! is E.tc't!tettc!-, tlte Pre.sident' ieit
C lrurnberl

\DJOURN\lENT

The Speaker r'\lr. Slade): The Hous.' :' no*'
.rrljrrurnc.l Llnlil Ionl()rro'*. -[hursday. 1:::r J''inc'

rrt 1.30 p.nt.

Ttre Housa rosc ut fiftt'-tltree rrtirtutes

Past Five rr t r'rrt't'
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