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other. flre (ioru1.n1"n,. includtng all l,le:.:.rcrs oi thts
Housi:. har c lrn oriigetion to lead. to persu:ds. to con-
vincc an.l to sh(r\\ thc $,at.that has aireaclv been
illLrminatetl hv oLl- President. It rs only hr our orvn
cll'orts a;tJ hardc: rvork that. wc can rmprove the
eeon()rnri ci;'crrnts;ln-.es oI olu- countr],as a u,hole.

Nothing is ea.).. \othing is rrce. f-ivery,th.n_r iras to trc
pard for'. \lrnv ii.rn. Nlenrbers tvill. I am sure. risr-
dui'ing the lludge: Dcbate ancl ask tvh\,:. road, or li
brid5-'. trr;t s-lroJi tn thcir constitucncr'l:... r.rtri lrur:n
inclLrderl in ths [-:ri::tates. lt is right that l:r.;1. N,Iembcrs
should trrrng sLr;h propos:rls to us: birt in :pirc of thc-
progress rr e hrr e nr.rde . u e cannot do er en'thing at
once and at the same tinre. \l/e have to dra*, up a list
oi nrioriries and implement projects in rhat ortler.
dcpending on sirar rl'le country can afford. Budget day
i.; the da"' the planned expenditures are proposed and
decisions arc announced about how they are to be paid.
Dsvelopnrent involr es a burden. Even ai this early
stagc oi nrv soeech. I rvill not hide from you that if \r,e
are to keep rip our deveiopment efforts. in spite of
n,orld inUation. an expanding population and rising
social erpectations. new burdens have to be imposed-
that is, u,e har e to nrake extra efforts. lr4', Budget is
ain-red at rcallocarrng resources for the development
cllort. and at diiiri..uring the burdens of thir realloca-
tion as iairlv as possible.

As usual. hon. i\lembers will have received and have.
I hope. had time to srudy the [conomic Suney. for 1911
and the Esrimares oi Expenditure for l97l --5. Copies
of the Revenuc Esttmates and the Financial Statement
for 197-1 /7-i are being distributed to hon. lr{embers as
I am speaking. These four documents, together w,ith mv
present. statemenr should all be considered as essential
parts of this 1'ear's Budget. Although my starement will
cndeavour to bring rogether the main threads of these
four clocuments. it is necessary, as I have advised the
Housc on previous occasions, for hon. l\lembers to
study each of the individual parts in order to understand
the whole.

Tnc Fo;tvar or rHE Esrtuerr,s
I htve referred. in Budget statements o\er the last

three years. to the $ork that has been going on through-
ou[ Government to revise the format of the Estimates

J

\1r'. Snelker. S::.

I heg to nto'. ,. thtt ,\1r. Speelier do no$ lr:,r e thc
C ilLi;'.

'l ttt [)r'nl,osr- , i i irr: I]r- o<;rl'

l1r. Snealier. .itc Bucigct is an occasion r'..:en thc.
Government an:t!)unce:r. ip cletail. hol it propr-.S€S ro
in-rplement thc s:onontrc stratcgy sei don: jn thc
n;.tional Deyjilr:ment Plans. This yetr \\ 3 h.,'. e pub-
lished a neil Devc'lopment PI:rn dcsi_cned to brrng us
closer to the r,.::, of society rve seek on the ionger-
ternl-; societr defined bl'our basic polttical o:le;tives.
lhose politrcal obje;tives include a free and dcmo;ratic
societl, in rvhien the attainment of social jusr::e and
eqr"rity are an oSii_eation on us all. In accordan;c with
our fundament:.1 poiitical creed of African So;ialism,
everl' effort mu.i be n.rade by all, and panicuiariy the
Government. to protect thc poorer. weaker nremrers of
the conrmunitl'. It is these poorer members of so;iett'
'*,ho aro in danger of being pushed aside in the rush of
the richer and srronger members to protect and improve
their os'n economic status. In the diflicult econonlic and
iinanciaI circumstances in which we no\\' find ourselves.
as a result of raging intlation throughout the uorld,
th:rt obligation io protect those less forrunate must be
paramount in our minds.

llut the tsudger rnust not only gir e proteJ:ron. it
nrust also give a lead and point the wa1'. It ntusr direct
our, national energies towards the economic goals set
dorin in the Plan. for without an expancling economy,
we shall be unable to realize other economic and social
o['rjectivcs.

And yet, it uould be a mistake to suppose rhat the
Government. through the Budget, can do ever]'thing.
As H.E. the President has said on so many occasions,
it is the people themselves who, to a very large extent,
determine whether or not our objectives are realized.
Yet there is a naive belicf still prevalent that Govern-
mcnt can do evervthing; that by some magical means all
problenls would be solved if only the Covernmenr were
nrore enlightened. more energetic, more efficient. I am
not suggesting thar we could not be more enlighrened,
nrore energetic. or more efficient-I am sure we can be.
But our societ)' and our economy .is made up of Govern-
rnent and people. and neither can work without the
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I T{E .N,\TION.\L ASSEtrIBL\

oi Expendrture. so that they explain more clearly how
Government spends its money. Hon. \lembers s'ill. by
norv. have been able to see just hou' mush has been
achreved so iar. srnce the Estrmates for I9;; 7-5 nou,
beforc the House. are set out ln the ne$' itrrm. The
documents thems:lves are rnevrtably r er1, nru,-ir larger
than hrtherto. Lri:i the greater srze ri repre:ented b)
addrtional rnformation. On numerous occasrons in the
past. hon. Ir{embers have asked to recel\e more rniorma-
uon on Gorernmgnt expen(llture. Although rt rs difficult
to accommodate all the rndrvrdual requeirs rhat have
been made to nre over the years, I hope that the House
rvill agree \\'lth rne that the nerv form oi lhc Eiitnlates-
the new' prosramn're lay-or.rt-meets the maln demands
that hare been nrade for addrtronal informarr.rn in the
past.

The marn prrncrple behrnd the neu' form oi the ex-
pendrture estlmarei is that they should set our details of
expendrtures on erch rndividual programme undertaken
by a Mrnrstrl .li rs, rn this way, possible to see muci
more clearly' the purposes of Government expendrture
Some Mrnrstnes have succeeded rn another ob;ectrve.
whrch rs to denne district programmes mu;h more
clearly. Other l\lrnrstries are still rvorking tosards thrs
tmportant ob.;ectr"e and the rnclusion of those details
rvill have to $'alr untrl next year.

One consequence of the new fornr of the Estrmates
is that. whereas ln the pxst. all Development Estimates
have been consrdered by the House as one vote. in
future. the House will be asked to consrder a recurrent
vote and a der elopment vote for each rndrvidual
Ministry. At the same time, separale votes for the
Police. the Armed Forces and Vorce of Kenla have
been deleted; and those departments u'ill be drscussed
by the House as sub-votcs within the overall vote of
the Mrnrstrl' to shich they belong.

The nerv programme lay-out of the Estrmates rs the
result of a ver\- considerable elTorr made by all
Ministries and after the most intenstve drscussrons
u,ithrn the Treasurl'. and within Minisrrres. on rhe besr
way to achreve the most useful and clear method of
explainrng Govemment expendrtures. I thrnk tt only
rjght that the House should recognize the consrderable
effort that officials have made to provide the House
'*,lth informatron rt has sought on Covernment spending.

RtcunRrrr Expesorrunr. 1973 I 71

I would norv Lke to turn to the level of Government
spending in the current year, 1973 171. Hon. \lembers
may recall that. last year, I budgeted for an rnr.-rease rn
recurrent spendrng over 1972173 of approximately ll
per cent. I emphasrzed then the lmportance of \linrstries
managing therr programmes withrn the expenditure
budget they rvere provided. Although tr was necessary
for me to come to the House with supplementary
recurrent estimates totalling Kfl0.6 million. it is. I
think. fair to say that Ministries have been more success-
ful in containing their expenditures than in the past.

This apparent contradiction is explained b1' the fact
that the maln part of the supplementarv recurrent
cstlmates brought before the House uas represented by

the incrcased ct'lst of personal emolumenr\. anslng
out of the salarl' award made to lou er grade civil
servants and also. or course. the abolrtron of primarr
school fees rn Standards I to lV. In the face of the rrse
rn the cost oi lrrrng. the salary auard sar reasonable
and tust. [.]:: ri rt had not been for thar antount. for
rvhich M rnrstrres could not have budgete.l rn the first
place. thc supplL.rrentarv provlslon requesreJ rhis year
rvould have been rery small tndeed.

TaLrng lnro account the Supplentenran' Estrmates.
recurrent spendrng thrs 1'ear wrll be approrrmatell, lti.-l
per cent higher than the actual spenclrng rncurred last
year. But. bcanng rn mrnd the rncreased salarrcs pard to
lolver grade' of stafl and the increased cost of manl'
supplres, thrs rncrease of l8 per cent does not represent
an expansion oi e.xpenclrture rn real ternrs \ err differer-rt
from that proposed rn the Developntent Plan.

Dtveropirrrsr Sprrolrc 1913 171

Although rhc House has appror cd Der elopnren r

Estrmates totalirng more than Kf71 mrllion. I do not
expecl development spending to exceed Ki6_i million rn
the current nnanctal ycar; nol much morc than actual
e rDendrture iast vear. Mlnlstnes have still nor achreved
the rmportani oblectrve of spendrng all monel provrdecl
lor new' derelopment proJects.

On the other hand, as I have mentroned ro rhe House
o. prevrous occastons and touched on toda)'. Ministrres
arc now in a posrtron to implement a much hrgher level
of development spendlng than the Exchequer can
possrbly afford. It rs. therefore, absolutell' necessary ro
select development proJects more carefullv on the basis
oi natronal pnonttes. and to implement the proJects
selected as soon as the necessary funds are Ioted b), thrs
House without dela)'. Mrnistr.ies must no[ ask for
provisrons uhrch they are not able to spend. as this
rvrll prevent other projects which are readl' from gorng
ahead.

R,rrr or. Ixcntrsc Ix J'or,rL CovERxvcrr Spexorsc,

Overall. in rhe current financial year. the Government
will have spenr approxrmately KI230 mrllron. about l.l
per cent more than in the previous financral year.
Allowrng for the rncreased cost of salar.ies and supplies.
thrs rate of increase in expenditure ls not extra\.agant in
the light of our development needs. In order to keep the
budget dou'n to this rate of growth, I have restrained
new spendrng proposals very strictly. It has not been
easy, and I knorv that some Ministries feel that they
have been hardll, dealt with.

I am. however. encouraged by an increaslng awareness
withrn Government that it is the responsibrhty of all
Ministrres. and not srmply that of the Treasurl'. to
control expendrture wtthrn the limits of what the country
can afford. I am anxrous that thls awareness should
become wrdespread and that everyone involved in the
formulation of expendrture proposals, at whatever level
of Government. should come to appreciate that the
responsibilitv of restrainrng the growth of Government
spending, and of ohtainrng a good return on any mone),
spent. rests rrith every single official of the Government
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llru JUNE. 197.+

and, indeed. .i!linrs:ers and Members of this House. and
not simpll' u irh :ne Minrster for Financc and the
Treasurl'.

FrNeNcrxc oi, rHr- 1973 71 Expr.xprrune
It is fortunate rn"i. bearing in mind the tot:rl of KfS

million suppiemen::rv e.rpenditures approved bi' the
House and expectej to be spent, recurrent revenue has
been particularll' L'uo1'ant in the current 1ear. I norv
expect that flnal re;eipts of recurrent revenue on an
"Estimates basis" r.. be approximately K€17: million or
nearly Kf30 million higher than expecred u,hen se dreu,
up the revenue estlmates last year. The main reason for
the higher level oi revenue is that the rate of inflarion-
particularll lhe rar; of increase in the prices of imported
corrnrodities-har oeen higher than u'e expected last
year. Revenue from atl yalorott duties goes up at the
sanre rate as pn-e changes-hence the increase in
revenue.

'I'he ne\\'. antl much maligned. Sales Tar was
particularl] helpful here. Indeecl. I feel srronqlv that if
the House had n..: approved the nerv Salc: Tax last
year, the counrrv rvould be in very severe tlnancial
djlDculties no\\'. ai a result of the presenr inflarionary
situation. Ahhough all sorts of economic ills have been
laid at the door of rhe new Sales Tax. the effect of the
new tax has been io achieve what I set out to achieve
in my Budget last vear-a revenue system much more
elastic to the gros'th of money incomes than rre had
before: and one thar does not bear on the very poorest
members of the community.

As a result of the growth of recurrent revenue. I now
expect to have a cash surplus on recurrent account of
nearly Kf2-l million. which, if achieved. u,ill represent
the highest recurrenr surplus ever. As has been my
practice in recenr 1'ears, I shall transfer the u'hole of any
surplus left in the Recurrent Exchequer to the Develop-
ment Exchequer on 30th June and I would ask the
House to accept thts statement as notice of ntV intention
to do so.

'fhe recurrent surplus is a rough proxy of Government
savjng. and represenrs an important part of the self-help
efforts of the natron to finance its own development
spending. In the Budget last year, I suggesred rhat it
would be necessar) to depend heavily on short term
(potentially inflarionary) finance from the banking sector
to finance the lerel of spending proposed by the
Estimates: in rhe event, it seems likely thar w,e shall
manage this year $'ithout any net increase in short term
borrowing. Indeed. on an Exchequer basis. I may even
achieve the firsr overall budget surplus occurring in
recent years. In the light of inflation and our balance of
paynrents situation. of which I will speak larer, rhis has
been a very welcome and, indeed, much needed improve-
ment.

Domestic long term borrowing is expected to total
nearly Kf l9 million-a little less than budgeted last
vear, But because of the continuance of a higher level
of international money rates, I have thought it prudent
not to borrow from the international commercial money
market this year as we did in 1972173. We have, how-

ever. conIinued r.r enjoy substantial linan;ra] support
irom frienJll countries and I expect that ard receipts
in the fornr ol-cr-rnaessionarl, loans and grant; irr the
cLlrrent Yc.ir to toill s6n",. KI21 million-less than l0
per cent of totzrl erpcnditure. Oncc a_qai;..t..1 ntust su1.
how grateiul I anr i.-rr the Iinancial assistan;c \\ u ruceive
fronr oversc-as. \\'ril-rout it, our deveiopnlent programmc
rvoLrld bc. srgnilicaniir. smaller and our rate of e;onomic
growth $ould be lo$,er. The people of this country
enjoy a higher standard of life as a resulr of the aid we
have received in the ten years of our independence and
due recognirion should be paid to this.

Overall. I can sa1'that it has been possible to finance
expenclitrrrc. this ve.lr in a rvay that is generalll.non-
inflationarl . The stcep rise in inrport pnces. parricularly
crLrde oil prices. and the pressure this places on our
balance of pa1'menrs. makes it necessari, thar rre con-
tintre with this policr'.

Tue L'lcororl\'. lq-_i

The oLrt-turn oi the main economic indicators in l9i3
was lnuch as I fore;ast in nry Budget last 1.ear. In sonte
\.r'a]"s a lilrlc better: in some ways a little $orse. The
real grow'th of the economy was lower than the average
achicved in re:ent 1'ears. although at currenr prices. the
increa.se in gross rionrestic product was esrimated at
aborrt l1 per cent. For the second year running. the
money incomes of farmers as a group improved faster
than the incomes of the economy as a u,hole. The
improvernents \\,ere. however, uneven. Maize receipts
\\'ere up b1'18 per cent; sugar by 17 per cent: coffee by
3i per cent and sisal by a remarkable 278 per cent. On
the other hand. sheat, pyrethrum and horticultural
incomes uere Corvn and the small .improvement in milk
and beef incomes 1\'as entirely due to higher prices.
Thus. while some farming sections were significantly
better off. others did not do so well.

Manufacturrng had a very good year. s ith the
volume of production achieving a rise of over l0 per
cent. Manufacturers concerned with the processing of
agricultural commodities did particularly s'ell. as did
the beverages and tobacco industry.

Tourism had its worst setback for some years. The
numbe: oi tourists coming to Kenya was 9 per cent
lorver than in the previous year. Tourrst expenditure is
estimated to have fallen by I I per cent. Horel building
continued. however. in anticipation of future recovery.
I am sure that those investment decisions s,ill be
justified, on the longer term; but the tourist industry
mly gc, through a difficult period as a result of
economic difficulties in the countries from rvhere our
tourists originate.

All ir. all, the year can be regarded as one of
reasonable economic progress in spite of sustained
drought in many areas. The performance of the
economy was, however, below the targets set out in the
new Development Plan.

B.tLlNce or Paylulr.lrs
1973 was a year of remarkable trade expansion with

the value of our exports increasing by 3i per cent,
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parilY dllc t.r ':n impro\enlcni In exp(r:i prlcei t-rl l7 pe i-

ccnt (ol \\'lll-il colice ancl srsal \\'ere fi-ri'tl'Lll'rrlr noilthlc)

brrt lrlso dttc ",t:t 
r'nlarkahle lncres\L ol' lJ nal- Lcllt lll

thc r tllLtt-ll; .' rrtlr cxports tr\ grse:Is'

lh:',airr:')lllllpo-tsllrJrcascclh''11pcr'ctrt"tlttt
sln!u lnlpoi: llrl'les arc L'ilmated l'1 ha\ c I'lse n' ()ll

aYcr:I'Ie. br Ilerrll t + pcr cent-als"' tilr\ rcpre\clltcJ

little tue rc:t'; ln Inlport voltrnis' J hc r olunrc 'ri llllport\

,..';';;;;..-rll lo*'er than rt rvas tn lQTl'

As a res.l.. \)i e\ports lllcreaslng fistcr tllln lnlport\'

the nterchii.lLilrc gap ln the baian:e ot pa)'ments

nxrro\vJd. t; rt hacl not been for erpenstr e- lmports of

ll;i,.;;';;; .rg,,r' roo'l- trop; which v'c couli rerv rvcll

;;;:t'a;'"'.ir'.ltes' the tmproverlreni rn. otrr trarlc gap

i]"rirt"r,r.t. nt-n "b't"ntially 
belter tharr rt actualll'

t"l",,nt','."tc 
recelpts rvere lo*'er' Iargel-r'due to thc

fnrf'".l iout ', "''tonl" 
bLrt partl)' dr-rc io higher payment\

abror.J o' ri\estffl€ot "'t-o'-"t' 
Orerall' tne cLlrrellt

acJount de;l'tt rrlts 'crl' n't"ch thc sanle a: rn 1971'

Crprtal ri-''lDis were also mttch the same' although

a llttlc hr!'r-.-r tnan In l97l' st-l tllat orer:rll ottr ['r'tlitncc

of navmer-' a;htevcti u '''t'plus 
oi the sanle order of

nreqnrtucl::i rn 1971'

,nt'at.,tltebalanceoipayments:urp.lltsrnl97l
clirl<ledtts:ittnto.*o.r,.un.,-parir.,Thc-trr.sthalfol.
the year re:orded a suJstent'al surplus of sonre K{30

million. nhcrers. tt.lt ittonO halt oi t!t )-ti:t r'ealtzccl a

i.n.i "f 
K llr l miltlon' gir rng cauic. tor sonle concern'

It r'.'oulcl ...n-'' ho*t*tr] th"t-a smill surplr-ts has hcen

".fr,*.J 
ir the first four months oi 197-1' I shall rctttrtr

to l97J fl-t)sp"lcts lll :t nloment'

Dcltt-sr IC Pl{lci -

i luclotr'L-ltccllr . 'irc brggcst tmmecltzrtc pr';'lenr s c hlrr 
'-

lr"i ,n iJ-e ln : l: last lvea'r has becn l: r \tccp rls'j lll

cloiirc.r,' prt.c' 1,,. to'i oi itvtng har r '''l lastci- th'rll

ili rn\ r.,lnc ,,n,. ,nd"p.ndencc 
-I rri nrc'r;-11 has hcctr

de,r:ltr:.1 th' Huul" o'ta In thc ' r:'rc\Don(lcncc

:;l;-,;;. oi thc'rcs\' I'-r"ct.t s.' it u'oulJ iJ!'rl1 thxt \cr)

;;;"';','.;',:rru :1\-)\\ i'ittt t"n hc ach ' '-tl s'tth atrr'

svste!r1 oi p:-r'r' t"";;;i o' 'nlt"a 
-:lprecrate the

;'r;;i-t.,:",,J .r..tt r"t'"u''-tlttt rD oti:- dtrectt.ns t1'

\\'C tl,-r n(\i 1.::lllnlstef il prlce cont-'l progrxmnlC

sensthlr . Fr-trthr:. not manl' "tn] 
tn. rc-'1gnl7e tltt:tr-:l'

g2.,1.,3. trf hrgt'-- prrcc' aie erternal i-" qultc oltcn'

[here t. l'lotillng \\c can do abotrt thcr''

I irc ohenonrelton oi severe tnflatior^ \ \\ t)rl(l \\ l(!e

ln nt.r.l c(-runtrrcs. thc problenr ls mu-'\\orse than lll

Kenr.r BuL th t rs ntl' comf ort to t'' l.ndeecl' qrttte

the tlpnostre : na" uu' ttonot" ts hc"i 'lv tlepcnclent

on,"inor,.,i J.rDltal and raw materlal' It'ts the prtccs

oi caDrt.Ll goo"t uni-'ins' materials u'ticll hare becn

ristng nrost ste:-pl) ' S'ntt tue have to 11-6;r-rlt st'tcl-t goods'

"r'*:.,-r,i"" 
.na rntgo developnren" ;n'i..pro'lu;rton'

ue it:r e no rnolce i'j to pilv the n''-:Nct prlces Io'

thosc goocJs. .nt' 'r"l' 
tnot' ttr" tncre:i:tl costs rvhtch

tltct repre:e,.' . t"n t'l-ptt""a on l: tt:-tl't"t ot tn"

gootls nra'J; v'.rh theri iot t'lt ln the clrnlesttc nlarket

J here rs no aliernatlvt' ittott u'ho lal^ of lvidespreact

su'r tJte; s;mpl! domonstrate thetr tgrorance of thc

eJl)nonl Ii sltLitrtlLrll factng us'

Trtt. Vrl-'-L oi-TI{i- l(r'iyr SIIILLI\(I

World :urrencl' markets remaine'l tn turnroil throtlgh-

"r,"ior.l-"ii-r.'-Un'tttr 
States dollar decirnetl agarnst

othcr nlal.'l'cLlrrencles for three-quarters of the yearl

anrl .o lo:-: es trre xenya strilling rras ptc:t-1."'a lixetl

rate to the doilar. thrs meant thai our curre-ncy declined

as u'ell. Tso small up*'rd ad;ustments of the shrllrng

aqarnst th: doltanu"'"' tf'""fore' made.ln l4arch ancl

;;;.,';;;-";."'it'" aottot recovered in the last quarter

of the velr. \\'e revert;; to the pre\'iotts shtllrng /dollar

paritY.
-fhe se:r:'ch for a more stable tnternattonal monetarl

sYstem seems no nearer success than it- \\'1s a year ago'

i,nffi 
-r-,ie;rrpi...a"nt"o 

escalatton of oil prices' push-

rng near)i' all tnt -uiot lnduslrial economies inttr

balance of pay'ments aencits' has tntroduced a new

element oi iundament"iinttot'iti"' into the system' 'I'his

;;;;i.; serrous dangers for the rvorld .economv 
as a

$'hole. To the extent that the maior trad'ng-nations are

forced lnto ,.,t'itt'" 
- 
policies to safeguard their

balance oi payments' developing countrles such as our-

selves u rll inevitably 'umtt' 
an lnternatronal toluli-ol,]o-

this dilemma rs requirecl urgentl)-anq I' ot exertrng

uii'tri. ,nnu.nce I can in internattonal .drscusstons 
on

these ntatters. fne aiuinment of Kenl'a's development

objectirei is heavily atp""Ot"t on the matntenance of

a buol'ant u'orld economY'

A \ e3r oi ercepttonall:z dry weathe:. In Kenya tnadc

the pnce sttusilon *ottt"St'ottuges of food crops led to

steup irrrreasei In the p;;;;';i i;setabies and frurt' and

rcstr::tccl the productro^-tlittoit su;h as wheat and

;;';;'';;,...trI.]ttng a Lrigher level of crDenstve rmports

i;;; ,.;;; ;.n"lii," t'iu" t"'n the rasc N{ost of thc

;;.; "i-il;." 
tmports had to be passe'l on In the form

of hrgher crrniunlcr prrces for bread a'nd sugar'

lncreaseil i;rttltzer' fusl' nrachiner-' and labour cost\

r.j;.;; the 'ro{itabrlitl' of farmrng and Gc'rvernment

had. rn all iatrness, to authorize higher produccr prlces

for essenttal f.'od commoditres' such as malze' wheat'

sugar and rn:at. But ii fooo prrces are raised on the

farn-r. th;rt lnrrease has necessirily tc be passed on to

the consumers On tr'tl 
'*t'oft' 

the iarmer has' I feel'

been treated fairly in tt't -ott"t of prrce awards in the

i;^']';;';;,i ii I ttt" 
"ban 

consumer who has borne

the brunt of risrng prrces' To some e\tent' thls corrects

an rmbalan;e that haJ-ieen-gro*ing between the rural

and urban areas for u torlg ti;''t' but I believe now that

ii. t"in,,.r, _u.t ..olir" ttat they are not the only ones

in Kenva r,r.ho are ";;'yi;; 
the iurden of 

^world 
infla'

,,.". ff,. most importani *"y that Covernment can

holcl doun lncreases in-ittt tnti of lrrrng 
-of 

the urban

u'orker:. rs ttr hold down farm prtces oi lmportant food

commodttles. The correct and falr balance between

interests oi the fu'm"i-unO the interests of the urban

worker tn determintng f""J prlces rs extremely drfficult

to find. What is clea?' is thai both sections ttave got to

show restraint if we 
"t"1o 

tonttol domestically induced

price increases.
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I s'ish I coui- s::) to hon. I\'lenrhers th:r: iuln see

sonre improvenlsnt in the price situati(rn FranLll' I can-

not. l-he prtce. trf crittle tlil anci oliler vit*: tnlilortecl

commccltti:s si-;;.i as fcrtiii;lers. pal:r anJ ::rrchinerl'

continue to rir:. I)resent indications arc thi: !he aver-

age priec of eli our impcrts taken tosethur- er':iuding

ciudc orl. rvill rl.e [1' 2pproxinlatclv l5 to ] ' pcr ccnt

in thc currc.nt \ cair. 'l he re is n() \..3\' \\ it.:.'oevcr of

isolating thc K:nt a constlmcri I rrrrll li:\c pricc

tncreases.

l'he tlme hr: '-ome. Ifeel. for us to rc'rs"\s exactll
u,hat u e can hone to achievc bv price conl:-lrl polic) '

Attempts to e rrrllrol the prices of all comnr'-dities cln
themselves create shortages. I)rice co:!rol can dela)'th3
timing of price tncreases but. in the end' ii lne product

is noi to disann:ar from the shol'rs altoget;:er' '"'n in-

crease has to oi authorized. We can reduce' lh!' nlark-up

allowed for tnrnorters. manufactureri or rltailers bui

\\'e run th'3 rlrk of creating a sltuatiol.l ln which

importers do n.:t import; manufacturers ci" not pro-

duie. or at Ieast do not expand investrlenil antl

retailers do not stock.

All these situations have occurreci in thc l:t't )'ear antl

some ma\: br' oicurring nou. In these circunrstances' I

begin tc. feel that we nright best realize oL:l- trhjective

of restraining Increases in thc cost of lit ir'3 by con-

centrating our eitention mcre on tllosL- teu c''nlnlodities
which are r,losl ii'llpcrtant to the cost of lrr ing of the

wage earner. \\'e should examine thc cc'nloletc price

str;cture fronr iarm to consumer of itenl:' such as

maize meal. rrh.at flour. breacl and mcirt-: and bc less

concerned riith the prices of the full t?rt!€ tri all conl-

modities. most Lrt' u'hich are beyond the budget of the

average worker anYwav.

darcl ol lr\ tti:l l(rr sonle can be ar'.ridc. \ll \\u call

do. a;-itl alr ican ti't to do. ili to s:c Irl'Lt thc peopit'

wh()s'j sii.ln!.1rcl of lil'ing is reduced arc iiius!' tiliti ltrc
bc,,t at lc t , ailt-rrtl it, It is for thts reas'rlr' trtlLL ti'tc

lntlustrirl ( ,'Ltrt ltls hccn askcci t() gl' L nrL iul sll': l:l lI\
a'.'u',,arr!s 1() i1r l(),\'!'\t pa!tl l'l()rker'

[:rtt,t ol \lL\. P()I-lc)'

.\ nrintai concern tlf both wagi poii'\ *litl i'urlilet
policv is t,. .r.ate a ciiilare ol e;onorrte sr(r\\'til ln

u'hich tlte n:ntirer of iobs increase to absorL:' illu rc'gular

in;i-ease o; ihose sceking uork. During tl: - llsl 
"ear'

Go'ern,re;:: r;ce-iyed it \ar:,'lllteru5iln3 rup(-rt froii'' tire

Internationt. Labour Organizatic-;, cn f'nrpltrl nrent

Policl' rn Kcr'.4. This House irad tll: oppcrtLrnitv o[

dcbaiing thli Report and tlte related Sess:t'rnal I)aner

pr"por.ii :'. tlie Government. ln ilrge meastlre' the

(loi'ernnre;-l aeceptcd the findings oi the P'enort and is

no$ rn the nrtrcess of imlllementing thenl'
-l he \lir.rl,rn's Report recommended :r iairli signiti-

cr:rt rcstru.iLrring ol the liscal s)stcm and thc ernendi-

tLrrl prior:i.:r r.illle Covernl'nent. I had alrcirdv started

on that n!'.3r:lnlmc of fiscal reic'rnl in partictllar the

inirocltrctii': tri' thc Sales l-ar. before rcceir Ing the

I.L.O. Ren:;'.. hLll in sonle arcas. particLllsrlv ths ruiornl

of the exl::r:tl tarill. I have still sonle \\'a) to go' Thc

Ernencitru:. Estimates. this vear. reflect an altcmpt to

g:r'e grea'..; nrit ritv to projccts that '*ill lrere emplo)-
nrent inrpa:i in thc rural areas. although it is not eas)'

to swing the balance trf spentling priorities as quickll' as

*. *oul,l like. Wc have tried to cut do*'n on expendi-

ture ott ori;e buikiings. and graduallv $e shell retlu;c

our expenciitures on thc trunli road svstem in order to
aflorcl mcre u'idespread improvements in rural roads'

If our e:rplovment policy is. however' to be success-

ful ancl ptotid" a nleans of livelihood for all u'ho are

unable to r,,ork on the land. it is essential' as the I L O'

Report emnhasized. that wages are not pushed up to
the exteni that emplol'ment of labour b'--comes un-

economic. It uitl be no help to the countrv if two

people are emploved at Sh' 1.00() a nlonth when five

psople ar; pushed out of emplo)'ment becausc the

emplover .-3nnot afi'ord to emplov at that wage'

It is th: sish of any sensible person that real uages

in this cou:trv shoulcl bc raised. We can. ho$,ever. onl)'

rair: real rrages to the extent that the real income of

tlie countr', can aflord such an increase lt is for this

reason thai $'e have a wage policy as deflned in the

guid.lin.. of the Industrial Court' We are concerned

i'ith the interests of the mass of the waSe earners' not

just the relativel-v- few in a strong industrial bargaining

position and already enjof ing relativelv high rvages com-

pared witn other groups.

197J u'a.r one of the most successful of recent vears

as regards iob creation by the econom)" that is' without

speciil measures such as Tripartite Agreements '\bout
i:.OOo uafitional jobs were fllled in the formal sector

of the ecc:lomv of which 23.000 became available on

large farrr.i and settlement schemes Unfortunatell" we

do not h:'.e estimates of the nurilber of jobs created

in the smail farrn sector. but indications of iabour short-

age <iurin3 the picking season for coffee and tea' and

W.rc;e Pot-tcy

It is apnropriate now that I shouid sa" sonlething

about *'agc prtlicv in present inflationarr ;onclitions'
During the last few months, ue havc ciarified the

instruciions given earlier to the Industlial Ctattrt on the

determination of wages. Although it is n.'t our wish

to see exisrinq wage agreements broken. se have saicl

- that the Court neecl not object to increases ln wages

designed to compensate the workers for increases in his

cost of living. \o one can deny that the \\'age earner

has been hit bv the increase in the cost oi living over

the tasi tuelre months. But then. r'er1' feu people-
except some of the farmers enjoving unusually high

export prices-have been able to avoid some reduction

in their standard of living over this period This is un-

avoidable u'hen the movement of the external terms of
trade is adverse. for there is a loss of real income in

the country as a whole. This loss of real income for
,o.. p"opi.. has been worse than the official statistical

ur".ug". lndicate. since producers of coffee' sisal and

more recentll' tea. have been able to increase their

incomes faster than prices. As a result. thel'. are better

off-u'hich tends to mask the fact that others are worse

off.

Until u'e raise production to replace the loss of real

income caused by the adverse moi'ement of the terms

of trade. there is no way that a reduction in the stan-
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the expansron of sisal and sugar productron. suggest

that there uas a srgnificant expansion in small farm
emplol'nrent also

Ec, )No\i rc Pnospe crs
If it uere not I!)r the difllcultres antrcipated ln respect

of the balance ci payments. I would expect the next
tu,elve months tLr be a period of reasonable income and
productron for the Kenya economy' Agrrcultural output
should t,e matntatned overall. with hrgher sisal. pine'
apple. sngar. ltvestock and. perhaps. malze production.
oftsettrng loser production of coftee and tea. Export
prices. partrcularlv of slsal. coffee and tea are good.

Manufacturrn-l should have a good year. provided we

can obiarn the needed raw materlals. -l he Manu-
facturers' Export Compensatton Scheme, re:ently passed

by this House. could grve great lmpetus to rndustrial
productron. tf manufacturers take advantage of the

opportunrties ar-arlable as soon as the scheme is put
lnto eflect. whrch I expect to be in a matter of days

nou'. The new tncreased capactty' at the oll refinery and

the openlng of the Webuye Paper Mill u'rll also give

addrtional impetus to production.

Tourism ma]' not enjoy a year of srgnrficant growttr
brrt the decltne tn tourism seen last year should not be

repeated.

Burldrng and construction ma)' turn back a little as

Government's self -imposed restrlctions on its own
building progralrune makes itself felt. There are. how-

ever, still substantial housing projects underway.

Overall. if it rvere not for the balance of payments,

and problems artsing from continued inflation. I would
expect an average Year.

However. as I have already warned the House' the

balance of pal'rnents outlook for the next twelve months

rs grrm. The cost of oil rmports ls expected to rtse by

at least Kf.50 million in a full year and. although we

shall recover part of that sum from higher exports of
petroleum products manufactured at the Mombasa

relinerl'. rr'e shall still be left with a foreign exchange
'deficrt on oil account of some KI15 million. In the
past. we have generally achieved a foreign exchange

surplus from our trade in oil products.

The period oi economic read,ustment in the face of
what is rightll' described, "as the oil crisis" will be

painful. Ai thrs ttme last year, crude oil purchased for
refinrng in Kenva cost $1.59 per barrel. That same

crude oil todav is costing $9.66 per barrel. and the

pnce rs still tendrng to rise. Apart from hydro-electricity,
ihe modern sector of our economy is almost completely

clependent on energy derived from petroleum' Even if
we cut back the somewhat extravagant use of motor-
cars r;1 thrs country, we would find it difficult. if not
alnrost rmpossible wrth present knowledge. to forgo the

use o[ diesel fuel that powers our tractors and railway
locomotlves; aviation kerosene that fuels the planes

bringrng tourists; and industrial fuel oil that drives our
factorrcs and thermal power stations. An increase ln
the price of energy by six times in a space of twelve

rnoniht is a crisis indeed. It is the opinion of the World

Bank. an opinron u'hich I share. that Kenra has been

harmed relatrvell' far worse than nlost olher countrles
by the orl srtuatton.

Yet the prtces of other imports arc also strll risrng

steeply. and we uould have been tn serlous balance of
payments drfficultres already rf it had not been for the

fact that coffee. tea anil sisal prtces har e lmproved
sharpll' rn 1971 to ofl-set these higher costs. \aturalll'
we hope that our export prices r,rtll rematn at thelr
present levels. or even improve further. but there are

alreadv rndicattons that the prices of prlmarv commo-
dities generallv are falling back. Unfortunatell. there is
lrttle rndrcatton Ihat the prtces of manuiactures are

coming back at the same time.

EcoNolrrrc Sr n,r,rr.cr

We have no optton. Mr' Speaker. but ttt base our
economrc strateg]' n l971ia5 on the need ttr preserve a

balance on external accounl. I hope. ho$ever. that we

can achieve thrs without any serious restrtctlon on

rmports through licensrng, and that !*'e can achieve the

balance we are seeking through restruc!urlng of the

Government budget. restrlcting demand ior imported
consumei goods, partrcularly perroleum products, and

by rncreastng our borrowtng f rom the tnternational
agenclcs as a st.op-gap while we endeavour to reorganlze
our econom)' to the new sltuatlon that faces us'

I propose to ask the World Bank for a programme

loan- and the International Monetarl' Fund for a loan

under the special oil facihty that has been proposed to

help all countrtes faclng this whollv unexpected but

devastating increase in oil prices' If ue are not to
bring devilopment to a complete halt. a country such

", 
oirtt must have time to allow our more fundamental

measures to work. I hope I can secure such loans to

give us this trme.

We have already taken steps to be more selective

about the new projects included in the Development

Estimates. in order to achieve a higher rate of economic

return from our expenditures. We propose to postpone

building projects that can, without too much hardship'

be held back for a year or so' Further. I have placed

under requisition Kf I I million of expendirure contained

in the current year's Development Estlmates' I shall

speak about thii rn more detail later on The forward

Iiudget for 1971;75, on which we are already working'
will te reviewed even more stringent'ly. in order to give

priority to projects that have a low forergn exchange

cost and which will give us a higher economic return'

I am not convinced that we receive all the foreign

exchange that we should from tourists who come to
Kenya. Accordingly' to protect our balance of pay-

menis. and in order to increase our benefits from thrs

industry, regulations will be published whereby tourists

will be'required to pay all their hotel bills and domestic

tour bills with foreign exchange. In addition' all hotels

and tour companiei will be required to conduct all

foreign exchange and other financial transactions over

a sinlle bank aicount which will be open to inspection

by the Exchange Control'
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On the mr)rc positive sidc'. the Ernort Contpensation
Schemc foi ntanufactures u,ill be brought inro eilcct
as quicklv as pt'rssible. I look to our manufacturers to
respond tr1 the incentive this will provide.

Crirnr r A).D Srvr\(;s Porrcr'

In vieu rri rhe sharp increase in the intport bill and
consequenl f all in our ioreign reser\ cs. lt must hc
e\pected thet domestic credit u ill be tight. I shall.
therefore. sav something ahout horr I prop..se that thc
limited amrLrnt of credrt rrill be used.

In present circumstanccs. the requirements of thc'

Cereals anJ Sugar Finance Corporatron for the finance
of domesti: crops must have prioriti. and an1' Clovern-
ment needs must also be nret without excessrre expan-
sion of the mone)' supply'. Accordinglr'. domestic credit
to the priraie sector from the bankrng systent will onll
be permitteJ t(r increase this year at an annual rate of
l1 per ceni.

In order to achieve this. the Central Bank s'ill revreu
alI borrourng Irmits allocated to forergn controlled conr-
panies to ensure that local borrou'ing hr an1, such
compan)- is brought back to 20 prr cent. rvhere this
figure is er;eecied. of the amount of the foreign invest-
ment. unless there are verv strong reasons to justifv
excep(ional trcatment.

If it is necessary to tighten credit further than I
envisage nou. it nray well be necessarv to set a standard
below 20 per cent: we shall adopt a flexible attitude to
this. There has been pressure from foreign-controlled
companies sho wish to take advantage of the lorv rates
of interest ruling in Ken1,a to borrow substantial sums
from the local banks; but citizens and locallr'-controlled
businesses must be given priority in the allocation of
domestic credit.

Further. the banks u'ill be required to raise their
minimum iending rates. from 7 per cent to S per cent.
This increase uill mainly be felt b1' the largc companies.
especially foreign-controlled ones. u'hich nos borrow at
the "prin.re rate". It will also add to the borrowing
costs of some Government institutions. Horvever. the
increase in the minimum lending rate should not. an(l I

- rtnderiinc rirr-lead to proportionate increases in other
lending rates. Further, the increase in the primc rate
should allo* the banks to put up the rates allowed on
savings and deposit accounts. with the mininrum rate
being fixed at -5 per cent. The Central Bank will issue
the necessarf instructions to the commercial banks.

There is no\r' an even greater need to mobilize savings
for development. and I propose to introduce legislation
to increase the deposit rate paid by the Post Office
Savings Bank in line with that of the banks. The more
savings \{,e can mobilize within Kenya. the less will be
our need for foreign capital.

The tightening of credit will create financing problems
for a number of foreign companies. particularly those
that are concerned with purchasing imports at
inflated prices. I appreciate these problems but those
companies must appreciate why we are having to do
this. Manv foreign firms try to operate in this country
on a capital base. as represented bl,their shareholders'

tunds. uhich r: unreasonabli' small. -l:..', nrust. therc-
fore. tr\ to put this right b1'retaining: grcater part oi
the proiit. thel earn; so that the-v,*: rinanse their
1v11 ;1 .';di-.rticr:.ts x ith less dependencr -'i1 local credit.
Hoircrer. rih,'rr. a foreign lirnr needs:'.i'i-c tinre to dt,
tliis. but is n-.aking genuine eliorts tc .'. alds this enC.
the Centrzrl Il.rnli rvill allow such lirnr: .., borrorr over'
scas :1t ratrs t i interest higher than lho.: norv pernrtttecl.

ln the <liflicult balance of pavnrcnts s::-r.1tron in which
we lind ourseires. lle hal'e a need. €\:r nrorc than in
tlre past. for additional investment frc:: overseas. We
are. ho\\evcr. nrl',r'unable to provide c;:restic crcclit to
finance thc ooerations of foreign in', i-itors in Kenya
and thev must. thcrefore. find that crec:: outside Kenya
and bring rt ri ith them lo finance thsl; .rperations here.
t his is nol a n'reasure aimed against fo:'er3n investment.
It is sinrplv designed to gi\ie prioritv in lic use of Kenya
savings. to Kenr a-orvnctl brisrnesses. Fo:.-rgn invcstment
is as rrelconrc. in Kenl'a as ever. L nril the credit
situation eascs. howevcr. thel' nrust bc :reparcd to lind
an.v fin:rnce th:r' require ahroad.

Erpusnlrt'Hr. 197-l r75

But if . thrtrlgh restrictions on the s.-:.plv of monet.
I pla:e some r!'\traint on the private se.ior. I must also
try and restrain the Government sectci in the coming
vear. This is. however. difticutt. if the overall level of
(iovernment services is to be maintarned. and if the
new Development Plan is to get under rval'. The
problem is made particularlv difficult L,.' the inexorable
growth of education expenditures. In l9rrl (r5. just after
independence. gross recurrent spending on education.
when local authorities were largely respnsible for pri-
mary education. represented 7i per cent of total recur-
rent spending. This year. the proportio: is 25 per cent.
Next 1'ear. the proportion will be 2i oer cent. Even
allowing for the earlier neglect of eiu;ation and the
importance that '*'e all attach to providrng good school'
ing for our children, we must define some limits tt,
expenditure on education. We are p6"'. providing thc
first four 1'ears of primary education to everyone with-
out fees. The (rpportunities exist for an'. child of abilitl'
to go to secondarv school. The most anle of all can go
on to Universitr'. But there is now a real risk that thc
expansion of secondary and University enrolment is pro-
ceeding at a rate rvhich the country cannot afford. As
a result. other services. such as agricullural credit, are
not receiving a reasonable share of the resources avail-
able. Education must be planned within the structure
of overall national resource availabiliti. if we are to
exercise control over recurrent spending generally. and
if we are to foliorv a balanced developrnent strategy.

In the coming year. 1974175. total Recurrent Expendi-
ture, net of Appropriations-in-Aid. as )ou can see from
your copies of the Estimates. will he about Kll70
million. On a gross basis, this represenis expenditure of
Kfl86 million. an increase of 12.6 pe: cent over Re'
current Expenditure this year. Half the i:rcrease in voted
expenditures $ ilI be spent on education As I have just
said, this is a matter to which we must a1l give the most
heart searching thought. Effectively, prooosed recurrent
spending next )'ear is lower than the plrnned recurrent
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expcir(l rturc i.,:' 1v-l 75 indrcatuJ ;n .'il;' per'.

Pla't. rl adtusl"i'l.rti ls madc for pricc JnangL'
o\cri.ll cc\)n'--,rt',- \lr';:tilqY ls to h'' stlcic',-'.tll. iI
e\ c:'. cssentr:rl i l:l'. tilts rcstrS-lnt ls lnl,rLr(u-l

L'DITI€II I

Il orrr
.. Irorv-

-l otlri Dcrclr'-'-tla:I Exne;trltttlri. 3rt'.. t'i -1'p1.r|1'j-

ationi-ln-,'\rd. i: 'rir.\'. n tn 1ile I:stlnraLe ' :. ]r*-i r nrllilot-t.
an rrurcasu o[ -1- -< nJr cent ovL-r t113 c\1,'ecti(l ]c'. cl oi
\per\l':"r:t tit,; r:. ,' in a pcrrtl.l i'rf rcstr.:rl1t. tn i nlighi
sccnt. :it lr\L i 'i,'i o i.)e al1 unreasi'n:ri'1'' rap'.: rr-t; tri
lni13:l-c lll .,':,;Jt;'.:. bltt lt YoLt loo\ !i()"r' ' .:t tl-rc

Estrrrrale-s. )ot1 \\ill obscrve thet I lra', c "r((:Lt" tt)ttt'd
so;rc i..t1l nrttL'. n ,ri ihe exp3lldlr-Llre p;oi IdcJ Thosc
prorce t\ nlai'l:u.l J\ ,rcl)1q rcqtllsttloned ri lll noi i.a per'

nlllte(i to Pr('J.!. '.tlttti -l rca\LIrv approral rr $l\cIi
crDIr;ttlr. '[hc i-*'-ri'l fcr '-hrs ts that \re 1r-: lo thc
prL-'LC\(, trl' neg.1;.1'- 113 ald iinlnce tor prolccts iostlng
sonrc Ki-7 mrl.r.lr l,ut project agrcemeais ha\c not )'ct
been lrnallzcci ln.l slgned. Once we har e lirn-r ..rlnmit-
mcnt., Ironr n (i.n.r In the fornr cf :r frnal nrolect
.rgrecnrent. the-'cr', srtro,l u"ill be lrftetl ancl lile pro;e!i
allow'erl 1(' go 3t'.c r,: Tilts nrcans that \\ e shall r'e able

lo nrrt,-'h rc\en.i-' \,lth cxpcndlture'

l hcr. r', alsr .i Ii:J nlillron ltem re(lr.,lsltloneJ whlcll
has nothrn3 1,1 l1r u-tth ald finance. Thr'; prc'' ldei. t;r

the Vote cf th,' \lrnlstry of .-\griculturc. for a ioan to

the Centrai Agrr;r,rltural Board. The purposc t-rI thts

loan wrll b: tc turJ lhe longer term debts of th: Central
Agrrcultural Boari relatrng to short ternl crop acivances.

so that these <.lebts are not carricd b1'the Cereals and

Sugar Frnance Corporattot-t bevond a slngle seas.rn. This
can be regarded as a booli transaction bet\\'een t\r'o
Government ?cc'ounlS and there will be no net e--onomic
cfiect anstng fron: the expendrture.

Ignoring deta:ls such as I have iust described, thc
Estimates taken together provtde for expcndtture of
Kfl74 millron. nearli' 2t) rrer cent higher than the cur-
rent vcar. In sprte of ottr drfl)cultles. I am determined
that u'e shall continue with the task oI nattonal derelop-
ment. Although I have placed a restratning hand on

Recurrent Expendttures. I an-r still seeklng to move for-
ward. on the Derelopment side. as proposed hv the
neu, Plan.

'l'rlr, I;rx,r,xcIAL OL TLooK

Overall. Ir{ r. Speaker. I requtre an additional
Kf20 million for recurrent spending and an additional
K{,23 million ior development spendrng. Hou' are we
going to pay for this?

l-he financial outlook for the coming )'ear rs. in part,
dependent on the extent to which I have to hold back
the expansion of the economy in order to preserve a

balance on external accotlnt. Ceneralll'. as I have indi-
cated. the out.look for productton and tncome overall
is reasonable. Srmilarly, the outlook for the revenue
would a.lso be qurte fair. except to the extent that it is

necessarv to restrict the economy to safegu3rd the

balance of pa1 ments.
'fhere are. hou'ever. three special factors that wrll

restrict the gro*'th of revenue in 197'1 75. Frrstly, the
windfall payments of 1970 company tax the revenue has

recelved over the last four financial years $'ill have

conre to an :r -l Wc i-rar e becn -'crllect:t',1 abt'ttit
KI3 ni:llron :. '.rar irtrm tl-tc-se wtndf:tils r"hr'ir tt tll n't
longer trc avarlahlc.

Scconcil,'. I l-:.r c tr. allou' lor the ii.i thllt thu c\i1()ri
COmJ'\ensauOn ir.,'. iICnL\ t() llllnLltlici ., -r\ \\ tll lrc tlc-
ductal.je ir(rr- i !r\tonts an<l Er.cr.c lia\ cttr..-' I Itts rr

mrrrc cl ,lircult t.) !st'ntatc b6t I Itave ailor,,cd Kr,l ntrllrott
fOr th,i al,,tt-:rlth,.rr,rSi.t Iltt,n-'tO reeLr:rp i'lrt (,t tillr
amount rn th: iciin tr[ taxatron of hl-!]nar plrrilt\

llrrr,]i , . cn:jt ()r,, :at;()n\-nt-tiLl. tvhr.r' .tr. Ll\cLl ttl
iinan;'- rrrinr\i't gt.r:rtrltturcs clrrcctll'. r,'ll t'-' t'rorc titl'n
Ir.€3 rrrliron lorrer next t'car. There..rc lr nt:mt)cr o!

rc:l\o1: rt)r ih: anrongst whrch. of coul-)c. ar: tne lou'er
re'-'erpts 1rgp,1 s;i1o1-ri teei. Srnce I have bcen .on;tdertn3
qross cr,pelrdrlures. I nlttst rake th65s lrr\\ rr .'1-l)lll'(rD:l.l-

trons rnto acic-.rn'r

Whcn all f rr,it.rs are taken into constr.leratlr-n. I expect
orcirnari' rcrer,.rr I.) Increase f rom Ktlll mrlltttn rn thc
cLlrrcn[ \c:lr to ]'1-lN-i mrllrorl ncxt yelr. an tne rcasc oi
KII-1 mrllron. .r,;)Diopnatrons-tn-atd urli be Kt.j mrllron
Io'.r'cr. (irosr rr\ snue. therclore, is estrrratc'i to rtse h1'

onlv Kllr) nrrll:on

Fortui-rLtelv I irri: rcason to expect that lhc volume
of ard nert veir r'nlv tre KIS millron hlgher than rn tht
current r':ar. I anr conliclent of securtng Kf l-s million.
ar1(l l,s I rndru:,lrJ lr moment ago. rf alC under negotla-
tron rs no[ final]r'secured. the projects earnrarked ln the
Estrnlit,:s to oi hnanced by such ald rr rll not be

perm,iie(l to go ah;arl. Some K!6 millron of ard comes

into thrs categor! br.rt i am confident that the main part
of thi. u'ill he secured and there is reason to belleve

that ln cven hrgher total may be avarlable. I have taken

no ac:ount oi an1 suecrel World Bank or I.NI'F. Ioans

such as I mentroncd a momcnt ago.

This year. I hare secured Kflg mrllron bv way of
long-term domestic borrowing. Next lear. I am arming
at Kfl0 mrllron.

Thus. from revenue sources available to me I expect

to collect an addrtional Kf l9 million. compared rvtth an

increase tn spendtng of Kf43 million' There is a gap of
Kf2-1 millron. or KI20 millron if I exclude the

Kf-l mrllion book transaction of s'hrch I spol<e a
moment ago.

Frx,lNc, rL Pnopos r,t-s

A gap of K!10 mrllron is a very large one-certalnl)'
much more than I can finance through the banktng
systern. rvrthoui nsk in present economlc circumstances.

Before I explain horv I propose to cover the cost of
the additional expenditures, I would ask you. Mr'
Speaker. to regard the rest of my Speech as being

Notice of a ]r{otion to be moved before the Committee
of Ways and Veans

Before I outltne the particular measure\ I propose

to cover the gap. I would ask. Mr. Speaker. that all
hon. Members recall rvhat I said about the purpose

of mv Budget rrght at the beginning of thrs speech. I
sard the Budget should. among other thrngs. be used

as an opportunlt!' to fultill our oblrgatrons to the poorer

members of the community. ln times of economic
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difficulties. ir is sometimes impossible to isolate every,-
one completelr-but at least I shall trv rodar'.

With a Budget gap as large as Ihave indicatecl. there
is. I am afraid. no escape from new taxation measures.
I have strived. horlever. to find new source\ oi revenue
that fit in u'ith the overall fiscal strategr I described
at some length last year. to the extent that this u,ill
not undermine lhe standard of life of the poor. I feel
in these circunr't:rnces that I can ta\ the non-essential
expenditures. some of u'hich members oi this House
have themselve. suggested could bear a higher level
of taxation.

Bert rx<; Trx
Firstlr. I prop.,se to raise the rate of t:rr on otI-

course betting rrom 5 per cent to 7] ner cent. This
is not a mairrr measure. ancl rs onlv estimated to
provide me sith an additional Kf80.000 hur ii people
can allord to Irr..r their monev hv hetting. rhey can
also afford lo lr)se a little in extra taxation anrl
contribute to thc \\'elf are of their fellou men'

Strs Trr
Sec'ondlr. I pi'.rpr-rse to raisc the rate oi sales tar.

on beer. crgarettes ancl tobacco. and petrui

The prrce trf ir hali litre bottle of beer sill go up
by 25 cents. of shich the revenue rvill earn ll cents.
The remaining -+ cents u,ill compensate rhe breu,eries
for part of the cost increases that I have insisted ther,
carry in recent months. From this measure. I expect
the Exchequer to earn an additional K!l -+ million.

The price of cigarettes u'ill go up bv varring amountr
clepending on thr- brand. A packet of Sponsman-the
most popular brancl-will go up hr, 25 cenrs. More
expensive brands sill go up h1':0 cents a packet: the
cheapest brand hv l5 cents. Imported cigarettes-if
smokers .-an't li*.. u,ithout thenr-u'ili go up ht' Sh. I

per packel. There s,ill also he a change in the cigarene
and tobacco excise but the price changes I hlve just
outlined rvill iollou from the combined eileet of the
proposed change in sales tax and ercisc laken together.
The Erchequer u ill gain over K.. I millton from
increased toha!(() taxes.

_ Petrol raxatron-and the price oi petrol-rvill rise b1'
20 cents per litre. As I described earlier. rhe oil crisis
is to a large extent the root cause of our o\\n present
problems. I must. therefore. enforce grearer economv
in the use of petrol. Those that are nor prepared to
economize u'ill have to pay higher taxation. I also
propose that the normal rate of Sales Tax should apply
to all lubricants and greases which are free of Sales
Tax at the present time. I expect the Exchequer to
profit b\ K-€3.-l million from increased taxarion of
petrol and lubricants.

Thirdlr'. I propose to create a higher rate of sales
tax for a number of items of personal expenditure
which in presenr circumstances must be regarded as
luxuries. The rate of sale tax will be raised from l0
per cent to I5 per cent on the following items-wines.
spirits. travel goods. domestic refrigerators and washing
machines. other electrical appliances. cameras, fi.lms and
photographic equipment, watches, gramophone records,
cassettes, tape recorders, dictating machines. mechanical

handling equipment-and finally-moror car\. I hope
to raise an addrtional Kf800.000 from rhe increased
rate of sales tar on what I believe must he regarderl
as "luxuries".

ln addition on Sales -l-ax. I propose to ntake one
f airly' maior c()nce\ston. Manufacturerr s h.r producc
tax exempt goods are not at presenI perntitted ttr
register as manuiacturers under the Aci..{s a result.
thev are no'able to purchase their rau.materials free
of tax as ther noulrl if their own products rrere taxable.
I now propose rhar the law should he changed to enable
them to do so and I calculate that this rvill reduce
raw material cosis of the firms rnvolved hr Kf600.000.
We shall oi course expect those cost savings to be
passed on the consumer-most of them should relate
to agricultural chemicals and supplies.

Taken together. the changes in Sales Tar. I have
announced this afternoon. are estimated to provide the
revenue rvirh an additional KI7.6 millron rn t97.1 75.
They sill take elfect front mid-nighr ronighr
lxcolrr- T.rr

Although our ne\\' Kenva Income 'l ar .{ct has onll
been in operatton for a few months. there are one or
Iwo anontalies I should like to clear up. I rvill nor
describe all these proposals in derail. since thel,are
sel out rn the Finance Bill publishe.t todar'. but thel
are designed to clarify certain sections of the larv rvhere
difficultres ci rnterpretation have arisen anJ to ease
the working oi the lau.

More substantivelr,. I propose to make tr..o changes
in income tar rha! will allect thc revenue. In a periorl
rvhen I am asking everyone to shorv restraint-particul-
arly the \\'ase earner in his wage demands-I feel that
I must placc somc greater restraint on profits.
Accordinglr'. the rate of tax on companv profits will
be increasecl from .10 per cent to 45 per cent and the
rate oi r.r\ on the profits of foreign hranches will be
raisecl l-rom -171 per ccnt to -52] per cent. These changes
u'ill applr to lhc year of income 197,1.

I anr. houever. persuaded that there rs a case of
exemptlnq the profits of life insurance companies from
the proposerJ rncrease in corporation rar and I am
setting a special rate of corporation tax of JU per cent
for profits earned by rerirlent companies on their life
funds.

ln addirion. from mid-night tonight. the rare of tax
on dividends paid to non-residenrs u,ill go up from
12] per cenr to l-5 per cent. This tax can of course
be avoided so long as profits are retained in the business
and dividends are not paid. The rates of s'ithholding
taxes on resident dividends will also go up to 15 per
cent but. as now. those dividend taxes will be set off
against personal tax under assessment, so that. in the
end. no additional tax will be paid bv a resident
individual.

I estimate that the increased taxation on profits and
dividends will earn the revenue Kf3* million.
Cusrorras Dtirles

I spent some time during my speech last year
explaining why I thought our external tariff had become
outmoded and why it was leading to some misallocation
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of resources rn our economl. Under the East Africart
Treatf it is. hou'ever. necessary tltar \'r'e introduce anv
changes in ;oncert with the other partner slates. J tr
this end. agreement has becrt reached trr stutll thu
impact ot:r general refornr of the eXt€roul tarill orr

an East Airrean basis,

In the meantrnre. \\'ie are generallr agrecd that therc
is a need ro reduce the level of r;rotection atlorded
br the tariti on food items. We. therefore. propo\c.
jointlr. that the rate of dutl'on meat. fish. end milk
products in the first three chapters of the taritl will be

reduced front 5,r per cent to 25 per cenl. ln additiolt.
the dutv on lired vegetable oils uill be reuu:ed fronr
40 per cent t(r l() per cent and the dutt' on margarine
will he redu;ecl from 5() per cent to ?5 pe:' cent.

I gave notice last year that I intencleJ tt) reduce

some of the higher protective dutie; in lhe tariff: thc
reductions titi\ \'ear are an szpnsql 1rf m1 intentions
f or the future Or-rr economv nlu\t become nlorc
competit ive.

There arc d number of other nlin,rr ehanges nonc

of s hich har c anl significant revenue elt ect: ancl rvhiclt
are largell' designed to correct anomalities in the tarili
Thel are all lrsted in detail in the Finan". Bill.

Trro will. hosever. perhaps be of interesi lo sonlc

of rhe ladies The Customs Department harc had great

difficulty in knorving where to classifl' false eyebrous.
false e1'elashes and hair su'itches. Thesc r rtal female
accoutrements \\ ill f rom now on be classitied $'ith wigs

and taxed at -3Ct per cent. Also. the rate oi specific

dutv applying to individual items of u omen's outer
garments uill be raised to the same level as for men'r
outer garments. that is Sh. (r. In these davs of uni-sex.
the Customr are unable to decide. aluavs- shether a

garment is for a male or a female. Bl taxing malc
and female garments at the same rate th'J difiicultv is

removed.

Taken together the changes in the Custtrnrs tari'!I
this year are relatively minor. Overall. Iam -eiving
up K€l00.0fltt of revenue.

These then are m]' Budget measures. ln all. I expect

-to raise a totzrl of K-€11..1 million from the higher taxes
I have announced toda)'. Even so. this n ill still be

insufficient !o cover the gap of K{10 million I men-
tioned earlier. The difference of some KIg million
will. if necessar!'. be financed by an increase in short-
term borro$'ing from the banking sector. I believe that
this level of short-term borrowing need not be

dangerous to our general financial strate8l' and to
increase taxation more than I have proposed would
cause some hardship.

As things stand now, if you drink. smoke or drive,
you will have to pay more in taxation. If you are
among the fonunate few who can afford cameras.
refrigerators. tape recorders and the like. -""ou will also

pav more tax. If vou own a compan) earning profits.
vour companr rvill pav more tax.'lf. hou,ever. votr
are an averagc Kcnyan. struggling to make a living
irom tirc land. r'ou cannot allord the rntngs I proposc
lo ta\ ihr\ r'car. lhave not ta\ed ioo.:-rndeerl some
oi the lt--ttrl ta\e\ have been lorvered-l nave e!elt nol
tAxed 2rrrillrr'-$ hCn ntade at honte. Tn.rc is a hUrden
of adtiiiional raxation to bear: but ir-,; peoplc who
rvill har c to hear thrs increaserl taxario:t arc I believe
the onu: tha[.rre best able to allord. And rhis is
in accrtrd to the well-known prrnciple i: social iustice

-nanlelr. 
"irt nt each accttrdrng to hr. ntcans".

I anr prepareJ ro risk the charge rhri m\ lludget
is taxing the plcasures rn life. and is the:-er.rrc a "spoil.
sport" tsudgir In rimes of difficulty'.:noss thar can
allord it must grve up sonte of their plcasures. so that
others d() nor go short of footl. ln the circumstarrces.
I beliei c nrl Buriget is fair. and l belrere ir carries a

stage further ntr long-term programme t'i liscal reform.
It wili enable ui lo continuc to implernrnl the impor-
tant parts ol ()ur ilevelopment programntc in spite ol
all the econonrr difliculties u,e faee.

Ir,tr. Speaker. Ihavc talkecl abour rh! \,erv dithcult
economie prohients lhat $e facc rn thr coming Yeirr
I woulJ like to realiirnt mv convict.ion rhat we shall
pull through. Our success is. l feel. a.-.ured for tu,o
reasons: []irst and foremost. we shall conrinue to enjo]
the strong and dedicated leadership oi the Father ol
our Nation u hr'r for fifty years has airvavs given ur
the inspiration ro overcome problems iar greater in
their nra-qnituds and intensitv than thoic that we no\\
face. With him at the helm rhe ship ol' state will.
without douht. ntaintain course and sail ro the harbour
through thc economic storms that ue race. Secondly.
Mr. Speaker. se shall pull through because we are
a free people in a frce societl and I personall5,havc
the greatest fairh in the abilitl, and willrngness of our
people to rvork harder and produce mrrre. In a free
societr su;h as ours. ever1, individual ctrrzen will work
hard in the full knowledge and confiden;e that he will
en.iov the frurrs of his labour in tranquillrrr.

Mr. Speaker. rhis Budget will be the iast one that I
present before all of us members of rhis House gt,
back to the people in search of a nerr mandate. It is
litting. thereiore. that on behalf of each one of us. I
should reaffirm our faith in the Parliamentary Demo-
cracy. Mr Speaker. despite all the problems. delays.
and frustratrons of democratic decision-making pro-
cesses. our Nation must. at all costs. continue to
defend and extend the democratic institutions whose
foundations u'e have so firmly laid over the last ten
years. So it is my hope and prayer thar the processes
of elections u'ill be conducted in an atmosphere of
peace and freedom and in the spirit ot true sports-
manship-and may the best man winl

Mr. Speaker. I beg to move.

F

lo


