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The House met at Four o'clock.

lThe Speaker (Mr. Slade) in the Chairl

PRAYERS

COMMUMCATION FROM THE CHAIR

BrnrHn.rv Houours: M,'.ron M. G. tt-tor

The Speaker (Mr. Slade): Hon. Members, I
koow that 1o.r would wish me, on your behalf.
to congratulate our Serjeant-at-Arms. Major
E,liot, on the honour of M.B.E.' u'hich has been

awardod to him by Her Majesty the Queen on

the occasion of Her BirthdaY.

I do not think that I oan do better than read

th€ omcial citation, which is as follo*'s: -
As Serjeant-at-Arms, he has rendered excep-

tional senices to a comparatively 1'oung Parlia-
ment, the whole future of which has depended

upon an initial foundation of high standards'

IIis unfailing loyalty, reliability. and impar-
tiality have been an example both to Members
and io staff of this National Assernbly; and by

a combination of firmness, tact and devotion to
duty he has taught Members of Parliament
and members of the pubtic standards of con-

duct and discipline which will conttnue after
'he has gone.

I believe thxt you will confirm every word of
that citation.

You prohably know that he is due to leave

us very soon. He will now leave with the happy
knowledge that his five years of serv'ice here have
earned the respoct and gratitude of all of us.

\OTICES OF MOTIONS

The Minister for Home Aftairs (Mr. Odinga):
Mr. Speaker. Sir, I beg to give notrce of the

following \lotions: -
LlutrrrtoN oF DEBATE: Buocer Drsare

THer speeches in the debate on the Financial
Statemeni on the Annual Estimates be timited
to thirty minutes.

Llltr,lrro:l or DEsrtE: ANNurr Esltlrau's
Denates

Tser the following limitations shall be
,applied to the business of the Annual
Estimates: -

(i) On the Motions "That Mr. Speaker do

now leave the Chair", to enable Minis-
ters to initiate debates on policy. aLl

Members sPeaking, other than rirc
Mover in Moving and in RePIY' be

Iimited to twenty minutes.

(ii) In Committee of Supply all speeches shall
be limited to ten minutes.

COMMITTEE OF WAYS AND ME,A'NS

(Order f or Contmittee reai)

Flxrxctal St,lteusN.r

MOTION

Tn,rr Mn. Sprrxen Do Now Le,,rve rHe Cn,rtR

i
Tuesday, 16th Junu

The Minister for Finance and Economic Plan'
ning (Mr. Gichuru): Mr' Speaker' Sjr' I beg to
move that Mr. Speaker do now leave the Char'

The House is already in possession of the

Estimates of Expenditure for 1964 165. the

Economic Survey and the Development Plan. I
now present the Estimates of Revenue for the

year ending the 30th June 1965, together uith
the Financial Statement.

The'preparation and printing of all these docu-
ments has been an exacting task involving many

hours of overtime in the Treasury and other
Ministries and in the Government Press, and to
all concerned. I express my gratitude.

I am very conscious that any speech as fuii of
figures as a Budget Speech. can all too easily
boo-" tedious. and I propose to reserve some of
my ammunition for the reply to the debate' I will
begin by reviewing the present flnancial and

economic position of the Government and the
country. I uill set out briefly the Government's
proposals for expenditure n 1964165, both deve-

lopment and recurrent, and I wi'll indicate how

this expenditure rvill be financed and *'hat taxa-

tion changes u'ill have to be introduced' and will
thon try to look a little further ahead and to link
the Budget as a *hole with the over-all objecrtres
of the Government as set out in the first chapter
of the Developrnent Plan.

I wilt begin by dealin'g with the out-turn for
the present financial yeat. Excludrng some

ll.2 million of money received frorn the Currency
Board and used to pay our subscriptions to the

International Monetary Fund. the World Bank

and other international organizations, I expect

revenue for the current yar to be about
138.1 million or f 1.3 million more than the

original estimate. The main cau;e of the increase

is idditional revenue from income tax related to
a higher level of economic activity and a highor

leveiof company profits than had been expected'
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[IDe ]tinister for Finance and Economic Planningl
Srrvey shory, the average earnings of Africans in
cmployment went up by 15 per cent. This was
oomiderably more than the additional incomes
eamed by the far larger number of people
€ogBged in sma,l,l-scale agriculture. However. if I
rrBy express a personal view $'ithout incurring
the wrath of my professional advisen. I am
frankly doubtful whether the published figures
reflet sufficiently the growth in incomes of small-
scale farmers over the last five or six years. I
believe that there has been a considerable in-
cr€ase in production which is sold rvithin districts,
and which, therefore, lt is not easy to meilsure.

The total of capital formation in 1963 declined
(o a level lower than has been recorded in any
y€ar since these estimates were fint calculated.
But there are now, a number of clear indications
that investment is rising. Machinerv imports are
running at a higher level. u'hile the building
plans approved by the Nairobi City Council.
which has always been a good indicator. suggest
that there should be an eanly increase in con-
struction activity. A number of new projects for
hotels, commorcial buildings and industrial build-
ings have been announced and rvill be going
a,head. The Government's Development expendi-
ture will be at a higher level and the Kenya
Development Finance Company has already com-
mitted a large part of its funds in assocration with
private investons. The Seven Forks Hydro-electric
Proiect will, I hope, ictually get off the ground
ffire the end of. 1964.

The one thing that, more than anything else.
would discourage large-scale i ndustri al investmen t
in East Africa would be the break up of the
comrrlon market and the common currency. The
negotiations whish have taken place with our
neighbours, have shown that this Government is
prepa.red to co-operate in strengthening the East
African Common Market, and in the planning of
development, particularty in the industrial sphere
on an East African basis. The leaders of the three
oountries have als,o realfirmed the intention of the
Governments to maintain a common East African
currency. I am hopeful that we uill soon make
progr€ss towards the establishment of an effective
East African Contratl Bank.

The second greatest dis-incentive to progress
and inrestment in the private sector rvould be an
undullz high rate of taxation. The revenue position
in Kenva has reached a point rt shich no very
significant increase to Government revenuos can
be produced exoept from an expansion of income
accompanying a grcwth in the economy. There is
litde scope for me to find additional revonue to
p,novide the increased services which everyone
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desi,res by levying ,higher rates of taxation. There
are in fact already indications that the rates of
one or two taxes have been pushed so high that
no additional revenue has been obtained frorr
reent increases. The fact of the rnatter is that
Kenya is already highly taxed. The average
income per head is about f29 per annum. and if
we consider the monetary sector only, this figure
comes down to f?l . The Central Government is
this year taking some 19 per cent in the form of
taxes. s'hile if we include taxes payable to Iocal
authorities. the percentage would rise to over
20 per cent. The average family in Kenya pa.ys

approximately f22 a year in tax to the Centm{
Government.

The mo,st recent statistics w'hich I have for
neighbouring countries and for countries in other
parls of Africa suggest that, proportionatelv. the
level of taxation in Kenya is high. In this House.
we consider estimates and supplementary estimates
running into' millions of pounds. but should. I
feel. bear in mind that, even small sums spent by
the Government. represent money provided at
considerable sacrifice by large numbers of tax-
payers: for example, it requires the contribution
of many families of taxpayers to maintain one
Kenya student at a university or even at a secon-
dary school. and the allowances u'hich hon.
Members draw for each day's attendances in Par-
liament amount to roughly the average amount
of tax payable per head of the population in a
rvhole year. We must ensure that we spend the
taxpa.yers' money in ways which the taxpayers
themselves would consider as justified and we
must be careful to avoid all forms of rvasteful or
unnec*sa ry ex penditu re.

It is a mistake to think that either r@urrent
expenditure or development expenditure can be
financed without the burden in the end fallin'g
on the Kenl'a taxflyer. If we borrow the money.
it has to be repaid and most of the money that
we have obtained by loans for developrnent in
the past have been at rates of interest whidtr
moan that the total amount eventually paid by the
taxpayer for an asset created from loan funds of.
say, tl0o is in the end double this figure or about
f200. Nothing the Government provides is from
the point of view of the taxpayer free. and if,
for example. we reduce the fees payable for
primary' education. then we are merely shifting
the burden from the parent to the taxpayer who
is one and the same person. The rate at u'hich
we can do this rvill depend partly on the recogni-
tion bv taxpayers that they must meet their
oblig:ations and the ability of local authorities to
collect graduated personal tax in full. There is
obviously a limit to the arnount of money fftat
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;;;" 
"fr;rd 

to borrcvrv without imposing too

heavv a burden on taxpayors in future -years' 
I

"il,'iti"*i.'.n "t" 
ttratitrere is a third-way of

n.img *n"y which has temfied nnny Govern'

;;ts. "bng'a 
road that has led to disaster'

;;;;y;;;aY of inflation, rvhich is in t-act a

J"grri-iO- t"rm of taxation' But there is. some

;;;;-i;. maki'ng sreator use of the fiduciary

element in our currency reserv€s tn order. to, bring

;;;;';.J;"iir" op.-ti"n idle resources incl uding

i."A ""O 
labour. In particular' the use of such

sourc€s will have to be tapped in 1965 wher we

have a very severe problem in relatron to rennan-

;;; ;;i.rm debi' 'lhe proportion of our.total

.*iodit t" which is financed from overseas loans

ii 
-n,gt. 

and we will 'have to find Irlore money

locallY lor develoPment'

As the Population Census showed' over half

.*-*"0," aie under the age of 16.and others

are too old to contribute much to the national

;h;;. Thi; means that there are onlv approxi-

;;1.iy 2,000,000 men and 2'000'000 women of

t".tflitg-"g" on whom we depend to make the

;;;:;"; required if our nation is to break out

"f 
-ifr. 

cycle oi poverty and achieve the aim of

rapid self-sustaining growth'

Estimates explains in considerable detail the

rsi;JZi p.tp"sals. I do not wish on this occasion

to do much 
-more 

than refer to the arrangements

for financing the proposed expenditure but should'

I think, point ort that the 1964 165 Estimates are

ut-" tigtt.t level than ever before in our history

and thit the Programme will make a very slgnl-

ficant contribution to economic growth' Our plan-

ning ote""i^tion is being improved 
"nd, 

th: ,!l1l
witi Ue lubjected to regular scrutiny and .revtston
ani will be flexible. Out of the proposed ixPen-
Oliu." "f f15.7 million, f6'7 million will be on

Land Settlement Schemes, and will carry one stage

further the completion of the l,0oo'000-acre pro-

;;;;;. which ii the largest scheme ot its-kind in

if.i.". Over 15.000 families ha!e already been

ieitt.a ,na a further 10,000 to l2'00o families

rvill be settled next year. The scheme is being

.*..ui"a more rapidly' eliciently and successful'ly

,tun--"ny of its critics expected' and.it has been

established'that production on the land uken over

i", in" lnternational Bank for Reconstruction

unO O"r"top-ent and the Commonwealth Deve-

i;;-;tl Corporation schemes has gone up bv

;{ ;, cent. But t should make it clear that

,-n"'Cou..n-ent does not intend to continue after

i'f,. .o.pf.tion of the scheme the break up of

it " "m.i"", 
economic holdings' There are already

,ign, tnut this process has gone far enough' For

.i^-pf.. as pointed out in the Economic Survey'

there rvill be no surplus of maize this year' the

Dvrethnrm quotas are unlikely to be filled' and

il;;i';;;i;r.- of all' the numbers of our livestmk

are Oectining and too many valuable dairy herds

trur" alreaJy been dispersed and too^ much

i--^,ut" stock has been slaughtered The Govern-

ment is taking energetic meaiures to deal with all

itr"r" pt"Uf.-.. We also have under consideration

schemes for the purchase of more land by the

Covernment.
The transfer of 'land through Settlement Schernes

l'ras been hardly more massive than the transfer of

i"nO trtrougi, irivate sales' in most instances-with

tf," 
^rri.tunl"" 

of th" L"rd Bank' ln 1961' the-Land

Bank ma,Je loans covering the purchase -of over

;00.000 acres: in 1964. the total *ill be on'ly

;-ii;i. less than this figure' Further funds have

been obtained which *Ilt tntut" that the Land

Su;L *iff be able to continue assisting private

pua"f,ua"rt and' as hon. Members know' loans are

being confined to KenYa cltlzens'

\lany ot the farms now changing hands were

not being energeticalty run by their. previous

owners "nd 
I huu" every hope that those who

have bought land will do well. to the advantage

oi if,"-Jfu.s and the country as a whole' It

iluJ, not".rer' be accepted that there is not

The Development Plan looks fonvard to a

n..ri., diversidcation of Kenya's economv but it

i;;-i; from which we cannot escape that

i.Ott"iufi-tion wiit not itself be the cure of our

J-im"Jti"t, and that. even in the most favourable

circumstances, we are unlikely to be able to ex,pand

inaustriaf employment at a rate sufficient to absorb

i;;-;il"i i'n..."t" in the working force' over

;;;;;;;; of the population will continue to have

i. ,-ui"i, a living from farming or employment

i" "gii"rr,"t.. "n-d 
it is from the increasing..pro-

;il;i our land that growth of incomes wil'l be

u.f,ou"O and the t"iket created f or f urther

industrialization.
The Economic Survey suggests that. prospects

foi iqe+ are quite good' Given favourable weather

.iniui"nt, agriculiural income should be up by

;;;;;;t c"ent and sales of manufactured soods

"nO 
in"-"" from tourism should rise by a similar

"--"rri. 
ftf V advisers estimate that the Gross

6orn"tri" Pioduct should rise by at least 4 per

;*r.-i";";" taken this estimate into account in

ii^.i"* my estimates of revenue for 1964/65' and

I.-;,;; also altowed for the fact lhat higher

i";; "u.n.a 
in 1963 will be charged for income

tax in 1964/65.

I now turn to the 1964,'65 Development Pro-

*r"-.n". ftre Oeu"topment Plan. has been pub-

iirn"a 
"tO 

the Memorandum in the Development
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enough good land in Kenya for everybody to
own his own farm, and that evelvone owning
land, whether as an individual. a group, a co-
operative society or a company, must make use of
every acre: we cannot afford to allorr' land to be
left idle.

Expenditure on the general development pro-
gramme at f9 mi,l,lion is a significanrly higher
figure than for the present year. even leaving out
of account the transfer of nearlv Il million of
expenditure from the Development ro the Re-
current Budget. Towards this large programme
of. f15.7 million the table of estimared receipts
shows that we have already negottated finance to
the extent of 113.8 million. leaving a gap of a
little less than f2 million.

Applications now being considered hv the World
Bank for assistance towards expenditure on roads
and education will, if approved. reduce this gap
by about half. The remaining gap wilt have to be
filled and I am confident that this can be done and
that we will also be able to arrange the conversion
or repayntent of a tl mrllion local loan which
conr€s up for redemption in February 1965. The
largost single source of aid will be the British
Go'rernment which will be providing over Il0
million, for which we are sincerely grateful. We
will also be getting valuable and much appreclated
assistance from the International Bank. frorn the
International Development Association. f rom the
West German Government, from the American
Government. thc Commonwealth Development
Corporation. and to a smaller bul usetul extent
from a number of other governments and organi-
zations. National and Grindlays Bank and Barclays
Bank will be assisting us with money towards the
extensions to Parliament Buildings. I am giad to
say that rre have also recentlv opened up t\r,o
new sources of ard as a result ol the risit of tw()
of my colleagues to the People's Republic of Chrna
and to Russia. The exact details of this assistance
are being rvorked out. and I have alreadv included
in the estrmates of receipts for next year the first
instalment of a grant of some 3 million dollars
from the Chinese Government. I hope rhat orher
aid from these two sources will go totvards
reducing the present gap on the l()6-1 65 Develop-
ment programme.

It should also be noted that *e rriil he finding
from Iocal sources over !1.4 mrilion towards
Development expenditure. This *ill come from
export duties. the Currency Board's profiLs and
estate duty. We have. however, a major problem
to overcome in the 1965/66 financial year when.
as explained on page 126 of the Developnrent Plan.

l6m JUNE 1964
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we have to find some f6.7 million to re-finance
existing debt before we start spending anv money
on development. In order to cope with this prob_
lem. rve will hope that in relation to local loans
existing holders *'ill agree to convert to a new
stock. but ue will also have to seek assistance
from the Currencv Board and use other devices
to find the monev. Once we have got or.er this
hump. the re-financing problem will become less
ditiicult for a number of years and we u.ill be able
to devote almost all our resources to fresh develop-
ment, although *e will have to keep a careful
watch on the size of our Public Debt and con_
tinue to ensure that scarce capital resources are
used to the maximum and most profitable erfect.

I now' rurn to the 1964/65 Recurrent Erpen_
diture Estimates. Leaving out of account comp€n-
setion and commuted pensions paymenrs to desig_
nated oriicers. ,s hich wiI be met f rom British
Covernment a\sistance. and payments to Regions
which will be covered by corresponding rer.inue.
the increase is over f7 million on the amount
originally provided in the current financiai year
for ('entral Government and Nairobi Area expen-
diture. This is an enormous increase in one vear.
tar greater than in any previous y*a 

"nd 
f"a

greater than \\e rvill be able to afford in any vear
in the foreseeaLrle future. Howeler, these increases
are unaroidahle. and I can assure the House that
there has heen a ngorous scrutiny of the estimates
by the Treasury. With the co-operation of the
Ministries concerned. substantial reductions have
heen made in the originat bids and many signi-
licant economies etfected. Nearly f3 mrllion of the
increase relates to the Kenya Armed Forces. the
responsibilitv for shich we always knew. rr.e *.ould
have to t:ike over at Independence. The bili riould
he mr,rch hi-eher if \\e \r,ere not receivine as a free
-cift from the British Government a larie amounr
()i stores and equipment. military assetJand rssis-
tance u,ith training. The next largest sum of over
Il million relates to unavoidable commitmenrs on
the Public Debt and Pensions. The increase in the
Public Deb,t is the inevitable consequence of loans
raised in rhe current tinancial year for the Deve-
lopment Proeramme and the increase on pensions
is due to the rapid increase in the numberof pen-
sioners and arises Iargely lrom the deparrure of a
lerge number ol' expatriate officers. Next rr.e have
over f900.000 for the transfer of recurrenr expcndi-
lure f rom the Development to the ordinarr. Br-rdset.
fhis tranrtcr rtrl:ltes to Localization and Training.
Agricultural Services and expenditure on \\,ater
Development. much of which was f ormerly
financed from Colonial Development and Welfare
grants which \\'e c:rn no longer expect to receil,
after Independence. Next w,e have some tg[r
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[The Minister for Finance and Economic Planningl Year' the continued Provision, even at ttte present

for palr increases r the Police and Prisons ser' standards. of services for which local authorities
fo education. u ill

vices and for PaY increases arising from the Pratt are responsible. such as Prlmary

Salaries Revision RePo rt. These PaY rncreases will dePend on the collection of local authorltles

beneht mainlY lower Pa id stafT, and those in the revenues. and in particular Graduated Persona

higher ranks of the servtce rvill actual Iy be contri- Tax.

buting towards the cost of increases for the lower Pa rt of the additional exPenditure rvhich. as I

ranks bv accePting a Progressl ve reduction in their have expla ined. is unavoidable, will be met b-v a

houstng allowances or a Progresst\e increase tn free grant oi ill million from the British Govern-

the amount rvhich theY u ill PaY in rent for ment. I f,m most grateful for this final gesture of

Government housing' I am grateful to the repre- assistance $hich was gtven in recoenrtion of the

\entatives of the staff concerned f t'rr their readY except ional financial Problems that \\rruld face us

accePtance of this sacrili ce. I must. however. make in the first year f ollowing Independcnce. We

it clear that,
the next few Years have

tooking to the iuture. $e will during cannot. horrever
to devote any additional from the British

, expect in the future to recelve
'Government or from anY other

revenues that we can obtain to meetlng rlslng source grant money to meet normal recurrent

commltments for Public Debt and Pensions. and ex pend iture. This final grant f rom the British

for the ergansion of the e.tisting services. and G overnme nt rvill make all the difference betrveen

tha t \\e are unlikelY to be able to afford further our having either to cut back on essential sen'lces

taxation which u truld inevit'
tnc reases in PaY even for th ose in the louer ranks or having to impose

of the service. In the sPhere of scrcral services. the ably danlage our future ProsPects trf cconomtc

increase tln Education' matn ly for secondarY and growth.

higher e<lucation and for teachers' training. fo sum up on the ex penditure side. as the

amounts to over f,400'000 This rePresents a [:xpendi ture SummarY shows, we en visage total

grea ter advance than in any Prev ious year. and ex penditu re of some 139.26 million lnctuded in

*'ill help to deal with one of the matn bottlenecks this, is a little over !5 million for Pa]"ment to or

in our develoPment' We have also had to Prov ide on behalf of the regtons which wilt be covered bY

f500.000 more than in the original estimates for corresponding revenue, including sonre additional

the pr€sent year for the Ilxternal AlTairs Branch revenue derived from taxatton measures. r" hich I

We have also provided I150.000 for thc National rvill annou nce later. Also included in the expen

Yourh Service and 1200'000 for L'nenrPloYnlent diture figures. is some 12.76 million ior compensa-

Relief Projects. These rvil[ both helP us ttl cleal tion and commttted pensions Payments to. desig-

with a ProPortlon of those members of the com- nated officers. rvhich will be covered bY asststance

munity who are most in need of Gover nment helP from the British Government' In addition to this.

In connexion with the National Youth Service' we we are. as I have exPlained above. obtaining a

c\pecl to recelve gene rous assit(ance from the finaI once-for-all grant from the British Govern

\merican Covernment *ith foodstutls and equtP- ment of tll million' Deducting lll these sums

lronr the erpenditure total. we are lef t *ith expen-

i.
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pror rding an immediate increase in the numbers flnancial ProsPects shortlY before IndePendence

emploYed. There are also a number of comPara- sere all oi the view that we rvoutd find it difficult

tiveil minor increases elsewhere in the estlmates to marntain the level of the existing services and

trf u hich the more imPortant relates to the that there might well be a fall ofi in revenue at

overnment of iull responsibilitY existing rates of taxation. To reke one factor

d Television servlces nameiy the deParture of the Brit ish Forces: it has

paymen ts to Reg ions is l'recn calculated that the reduction in British milt

regional a ulhorities to meet tarY c\Pe nditure end in exPenditure bY British

tnrents and to provide for militarv Pe rsonne[ rrill lead to 3 l.r-rq of imPort

lCeS. Pr()\ ided onlY that tlut!' of the order ot f300.000 Per annum and that

ed in collecting in full the indirec t effect of the loss crf mrittary exPen

ncome 111 rrill be a dr.rP in the -vield

150.000. The Settlemcnt Schemes will

rities to nrake uP tor also tcnd to reduce the yield from rn.-ome tax as

lacement of L\ne farmer wllo
of Gradua ted Personal a result of the reP

in order to asslst ln

r lt the ncs' rates. It uill tlitttre on t

C'ior eroFler.lt ttl suh' t)t :irlll€ t'

.q. Budget Speech last Paid income tax bY a number of small farmers'

H



.-.1

I

_t

:t-
.)l

-i\
\c

(r

]I
n

r
,y

II
I

I
l6rs JUNE 1964

225 Bulger Speecit

[The Minister for Finance and Economic Planningl
none oi uhom wrll derive enough income from
their iarms to brrng them into the income-tax
paying class. In addition to this. as explained in
my Budget Speech last year. the changes made in
the arrangements for the payment oi income tax
by private companies are giving us this year a
windfall of over 1300.000 which w rll nor be
received next year. However. in spite of this. our
latest inquiries suggest that profits in 1963 on
which tax will be paid in 196.1 ,'65 uere up and
that we *rll derive additional revenue irom income
tax next vear even allowing for the unfavourable
factors rr hich I have mentioned. I estimate. in
fact. that rve will get not less than tl3 mrllion
from thrs source.

P,{PERS L,{ID
(At tlri.r iuncturt. tlrc Nl inittar f ttr I-ituncL, tuttl
Econttrrtic Planning luid thc lollttv, inq l,uper.s

rt gtn t he 'f able )

1961 ,65 Estimates of Revenue of the Gorern-
ment of Kenya for the year ending -l0th June
t s55

Financial Statement for the vear of Account.
le64 65.

The Minister for F'inancc and Economic Plan-
ning (Mr. Gichuru): On customs and excise. I

intend to obtain towards closing the gap on the
Budget at least an extra 1350.000 from beer and
cigarettes. Hon. Menrbers will. I hope. be relieved
to know lhat I expect this additional revenue
without anv increase in the present rates of
excise dut."-. and my figures are based on a con-
servative appreciation of the present trends. In
other words. smokers and drinkers will not sulier.
To sunr up : the existing rate of taxation is
expected ro produce a little over ll9 mrllion
leaving about €l.l million to be found by addi-
tional taxation measures plus a sum of about
I500.ftD ro assist in making up the requirements
of regions. This is a large figure and !!e must
not get into the habit of thinking rhat we can.
each 1'err. raise tl million or t-1 million in
revenue merely by changes in taxation without
damage to the economy.

I no* cc,mc to my revenue proposals and I

would ar rhis stage ask. Mr. Speaker. lhat in
accordance \r'ith our usual practice. this speech
be t:lken as Notice of Motion to be placed
before the ( ommittee of Wavs and \teans
dcaling \\ilh the measures I am nr)',r propL)slnq.
We ha',e again looked at ilems in our Customs
Taritl *hich can be classified as luxurt or -semi-
luxurv and from which we can hive a reasonable
chancs of deriving some additional revenue if we
increase the rates of duty. and I propose to raise

li I ()-_ ^o

the duty on the following items from Li per cent
tcr 33{ per cenr d(/ y,ulorem. A number of items
compcte w irh local products and, in tact. the
nrajority of them do so and the increase in dutv
will, therefore. also have a protective etfect. The
items are : condensed milk. meat t rinned ()r
bottled). tish rincluding salmon). tinned iruits.
sauces and pickles. breakfast foods. confectionery.
honey and preserves, soap extracts and razor
blades. .{lso. on luxury and senri-luxurv items. I
propose t() raise the specitic duty on still u.ine
from Sh. Il to Sh. l6 per imperial gallon ,,r.hen
inrported in bottles and from Sh.8 to Sh. ll per
imperial gallon when imported by the cask. This
may not be a Very long list but we hare in thc
last two lears raised considerably the duries on
more obrious lururv items to a levcl at.*hich the
lau' oI drntinirning returns begins to applv. The
abovc rleasures are cxpected to bring in addi-
tional revenue ,,)f abtlut t95.000.

.\nother change rr hich I propose ,,r hich * ill
also have some protective etlect is an increase of
l-5 cts. per square yard ()n grey cotton and of
l0 cts. per square lard in the dutv ()n cotlon
piece-goods. clothing and blankets. Thr.re * ill
also be a small corresponding increase rn the
duty of shirts. \ests. stockings and other
garmcnts. fhe changes in duties on te\riles are
estimated Ir) produce additional revenue of abour
il_s0.000.

The long sutiering road user will. I fear. have
to bear some comparatively small additional
burden. but at the same time. we are pressing on*'ith a major programme ior the improvement
trf our ioads. and I do not think that thi proposed
increase or l(l cenrs per gallon in rhe raie of
duty on perrol and light amber iliesel oil u ill
cause tny grave hardship. The increase rn revenue
fronr this source is esrimated at f255,000 including
ln adjustntent in rhe duty On grease.

I'urning ro crcise. I have ior a number oi,,ears
been considering the possibility ot e moderi tax
,,n soft drinks but have been deterred partll.bv
:r,Jministratire considerations which I .rm now
ldrised can b: overcome. My proposal rs ior an
excise dutv of 80 crs. per imperial galion *hich
will have the effect of imposing a dun ,rf i cts.
per bt-rttle trt lr) fluid ()unces on ln\ ntineral
water. aera;ed ( i- n()n-aerated, swec.tcnad L)r un-
iweetened. The edditional rr.venue titar,hould
be derived irom rhis \ource is ab()ut t:t,)().0()0. A
rninor nr-,e.urc,.vilich I should pcrhap. mcntion
is the intp-..rtion oi ln e\cise duty ()t'\n.6 per
lb. on snuri but I here a rmall qualrdcetlon -
other than 5nutl madc un bv the rrr.)wer ivithout
the us. oi machinerr . T\ere ,*,i, nu dutr on
locallv made rnufi previously a.; rhere w.a.s no
factorv making ir. hut e frrct.irv is ntrw rh(rut i{)

Budget Speech :26
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[The ]linisrertorFinanceandEcononricplanningl also prepared legtslatron which *ili be brougilt

be established io Tangan-vika. The r"t.ou" r*pii'- i"lo'L tttit Ho-usle in the near future to prcrride

cations are not of any significance. t ut.o prop'utt 'pecitic guarailees t(r overseas investors ''ho

a reduction in ,n" aut|=,J';"i;;;i; ;;;;i;;t"cl ii.r'est i, pr.jects approved bv the Government

spirits rrom Sh. 170 t"'S;. i;;;ir'pi., g"fi.r. .s being ot economii value to tn" tounttv \\'c

This wr, grre the local manufacrurer an opp".ir- ;..;r;, J; c\er!thing ro establish that Kenva '> a

nity to expand his production to a morc cconomic l]nd of opptrrtunrtv'

Ievel, and rhe benetit oi:in" i"Ju",ion in dut-v u'iil I do' however' feei that there ls a case Ior

be passed trn ro consu;;-r;. l-; hopefui that s<tme extension of lhe existing generous inrest-

increases rn :ales *iff U'a'f'un"" ih" lor. of ,.t'"n" ment allowance of 10 per cent' This allowance

which might o,n"r*i.Jl'"tuii f"'rn lhe reduclr.tl now applies ttt t*p"nditure--ol new industrial

in duty. 
: tcsurt rr'rrr rrrv rrve! 

t uilainii and the piant instalted .in them' but i.

t he proposals which r havc announced arc l[H: 
t[t""'#'HffTrit,,Lt'1"1T 

'In::L'iJ
estirnated to produce about 1900.000 in additional !*i.nJi'n* iire'allowance-to new hotel buildings'

;;;;;;" out of which t500,000 *rll go to-wards ;i;;;;;.ii:* which is additionai to the normal

;";;i;; regional expenditure and f-100'000 to- j;;;;;;; ellowance will be at the rate tri 20

,;;;;:;..;"g the gap on the Central Cor,crn- ;l;;;;.;i ,h" .ot, of the building and nred

,*ni ouag.,. 
-th" n"* r.iltes ()t dut1' rvhich I h'it,c li."iir.f, "t liits, built-in cooking equipment end

"nnorn..i 
r',ill come into force lrom mid-nrght ;;;;r;;, ti,iirei installed in it. To qualifr for

i,""ien, They have been discussed lnd "Sl::1 il;";;,,.,;.'n. -n"* hotels will have to be

*i,n-rt" I.rnganyika and Uganda Governme.nts^ ,,;;r,.,";; Ur rhe Government. and the tes! f.t'
The etlect oi the taxation changes on.the "'l'1,"1 ;;;;;r;l "iU U" that they will make a major

tiving *ill be verv small, and it is esetimatedrhat .IIiifi,if."-,o in.-loutiti trade' Maior e'rten-

ri," ft"irot'i Cosi of Living lndex Yill g"-,uL 
-b;tl :i;;;^;;;ii.ring hotels which satisfy this test will

.tuu, i*"-,nirds of I per cent and the. Nairoht ,,:,r'";l';i.' i=t. ,rli"., of this concession is t"
iiug. errn"rs lndex by rrbout trne-fiith t't :;:.Jr*"^',i.' piotir.n of additi.nal faciiities
per cenr. lor tourists ana. in accordance with the pnnciple

I no$ rurn t() incomc tax. lt trrray be lrlunt. a establishcd when other similar concessions harc

Iot o[ ntrnsense is often ralker.l about incontc trtx been announced. it will apply to ne\\ prtrlect\

.;";;t;i;;; and their cffect on invcstment and strtrteci atter today'

industrializ:ltion' we dt'-n.t want to induce cither I am also giving considelation ttr the possroilitt

,;;;;;;;; ;; local investors to put monc) into 
"r-"*itnJtng-inveitment 

allowances t'; ne$ plant

inclustrial concerns which will not' in the 'end' i"ttlii"J-i"""n old building by a oew enterprise

"i^I"'-" 
p-nt because. if they do not. rrr1k:,1 ;;ilr;; to extend the attivities of an existing

"."tii. inJ" they wrll. inevitabll'. close .dou'n. the in,ruri.v. lr will be necessary for safeguarcis t"
Iii-""r. .f 

',n" 
f^.iuri.t concerned wiil ccese.to U" *.if.a our ro ensure that this c.rnce:siotr

,*;k:,".';J i6.* *tr" have been temporarilv. ii", n"i- 
"ppl1' 

ro the replacement ot eristing

";;i;y;;" 
rhe indusrrv concerned.will ?:.::jl.]i ",r.r,i."ir. "'nJ 

t nup" tha; it will pro\e pLrssible

r,,ork. .{: iar as oversea.s investment is concctned' ir- *.if ()ut these necessal'y saieguards With

r.. h,rt. -rlready got doublc taxation 'lgrL'ements regard tr-r the rales of corporation Il\' 'om-
,r;,5 ,, 

-"rmber-,.rI 
c,.untries Irom rrhich ittre:t- ,"]-ru ,** .rnrl per.onal income tax. I hete no

,',,"nt tun"' and are readv to extend lhesc rgtce- 
e hanges ttr propose' A Uniteti Natittn' es'pert

,r"n,, ,u L)ther countriei where the rolume ol i;;"; .,rrrliing out a study' oI the East {irican

i"r..i*lr, ir:rries it. l.here is no point i! K'n'\'l i;.,;.r" i"r istem. antl it is hoped th-it his

,rr!rnq ..\\r\ rax when this does not a[Iect the ;;;,,; u.rll be received in time for his recom-

iii,*=",. ro,. of tax borne hr the industrtal nilnau,ion, ro be taken into accourlt in frrming
:;;;;" coocerfled which has to pay a highcr rate n"*i-r.ur , Budget. I cannot hold out rnr hopc

ui't"^,t,.o thc Kenya rate \rn protits rcmitted to ,;r, i" Rlll be ible to suggest to us s()nle ()ther

rhe par.enr company. Cleating a clinrate IL)l ]rve\l- ntore painic'ss waV of producing the l-eVentlc

,n.,ir,.iep.nds. \'cry largety. on the cov.grnm1nl r*toi, o. n.rw derive from income tar.
establi:hing its reputation l'ol' \()unu hni'rnclal 

Be forc I rt;rrted .utlining my re!'entle pl' 
',rrralr'

HF:I 'l;:i ll''-..ff:i'"r,i,l:-:::. 
u:,'l' ,LTl ', lli:;;l:''.,:''::rt 

i1 *'lrt'lrcr he necessa^ 1" inlr .

tn'ertttr., :rirl1, anJ tO aloid e.\cc5:l\e ,..,,a] 
-,ri \tlllr ()l '1 

r"rtlt ll l rrltill.t't l()r thc ( cnlrltl ( r''!clrr

raxation. .\n Investntent Guarantee t*,.:t?.;11 trtent. rrnti the proposals I hare so iar lnn"ttncctl

clesigned ,o ,,,ru","*-o;; ;il"i" cap.ita-l ;;.li: rvil[ .nlr" p.roduce about r400'0(x)' \l''cre is thc

,)enr rL) Kenya has been concluded *iiir'i;" other ti*i'U)0 t. come froml'Ihe no'\\ci ir' 'rl'

United States Government' The Covernm;;i il course' from the export taxes trn cotree and rtsal
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ihich were brought into force with effect from

tst Vav this rear. .{s explained at the time' I
i.gr.,,"d har rng to inrpose these taxes' 

. 
but

f.i.u.a that therc \ as llo other \\av rn w'hich

the additional revenue required could be raised

*ithou, greater danlage to the economy. The sisal

export tax folloirs the -fanganyika pattern' and

experience ha: shor', n that this tl\ has not

damaged the :is.rl tndustry in 'Ianganyrka' 'rnd I
am crtnfirjent lhat lt can be equally "rell crrrred

by sisai produ;crs rn Kcnya. The c.rport ttrx ()n

coffee shr'rLrld prol'ide an incentive to the produc-

tion of the her: gradcs and enable us to maiie the

most of the limited quota likely to be granted to

Kenya uncier the Intcrnational ColIee Agreement'

and lthink there is goocl justitication ior the

application trf erport taxes where productlon of
a particular commodity has to be restricted. These

taxes ere er;rccted trr bring in about t I -1 million
in the I 96-1 6-i hnlrncial year. and I proptr-se l,r

clevttte hali thl\ )unl to dev'elopnlent anti:r-rli t"
the recurrent Budget. This brings nle I() lrlc cnd

of nrv re\ enur proposals r'' hich u ill produce a

small surplur. I hrs surplus. lttlwever. r' ltkel.v til
he srvallou etl Lrp hy paynrent:i that I'r' jll 31159 rr ircll

the necessar;- iegislation has been passed for the

take-over of the Broadcasting and Television ser-

vices from the Kenya Broadcasting Corporation'
ancl *e wrll n,rt be able to afford supplementary

estintates nexl \ear on as large a scale as thosc

which have had to he introduced in the present

financial year.

\{y Budget could perhaps be criticized as being

something of..onlut"t's budget. I have produced

alarming figures showing our recurrent expenditure

rising hy over t7 million and our development

expenditure ri:ing to a record level with a gap

of nearll' tl mrllion hetween proposed erpenditure
and resotrrce: in sight. I have then demonstrated

hou'these rPp:trent deficits can he nretle to dis'

appear si1fi1'rut. t hope. very painful consequences

foi tire ta\palcrs tri this country. Howerer' if I

admit an element of the conjurer's art in preparing

lhe Budget. I hope that the House will not garrl

the impression that they can expect more con-
jtrring froni nle next year. rvhen *e certainll'
canriot contemplate a further massive rtse in

recrlrrent expenditure. I mav have trne or t$ o

cards up nr! .lee\e. but \\'ill llave to use them in

,rrder t,, cope * ith the f ormidable retinancing
problem involrrng the raising ol'some t6'7 million
hsf ops s e c3n .tert finding nl()nev f or de\ el()pment

in I 
()65 66

If u.e havr. :rnolher good 1-ea; and the \ational
Income rises by ironl 'l per ccnt to 6 per cent'

and if the Gr)vernnlent continues tL) get :Ibout

.ldiourrtrrtent

l9 per cent of the addition to the monctaty sector

in taxatron. this uill gire us another !li millitrn
tt) t1.000.000 fcr expenditure ()n services rn

r965 6(r. but lbe *hole of this antount *ill be

rcquired to replace lhe grant of €l{ miltion being
rcceiVed lrom lhe British Ct-rvernment this 1ear.
and to coVer Ctrrntrlrtments fol Public Debt ano

Pensions.
\\'hen I began preparrng the present Budget. t

Learcd that I96-i 65 r"ould have to be a !ear lrl
e onsoliclation. or e\ en oi retrenchment. in \\ hich
se rr,ruld ;truggle ro tind the nlone-v to take o\.:'
ncrtv c()lnnlitnlenls such Js the cost of thr-' .\rnrr'ri
Forces and dipiomatic representation o\ersea),
I am r erv gtad that we have been ablc l.-r o.'
hctter than thi:. end find additional ntonel l ':.

lhe crpansitrn.rl I-.ducation. tor thc \ationrl
Youth Scrvice rnd [or UnernploYnlent Relir-t.
Thc'rc ilrc i\\ t) reason\ r"'hy this ha: pro\ cJ
ptlssiblc'. nantciv a rise ilt levenue fr.lttt tnc.ltltc
tilt utrd thr'Brtti\n (i(r\erntllenl granl '|\i t.
nr illio n .

.{t rhc beg nning ()t r'llt speech I said thai I

woulcl end by trring to link the Budget as a whtrle

rvith the overall oblectir es trl thc Goverflfflcr]l r'
\et ()r.lt in the tirst chapter oI the Developntent
I'lan. These rnclude establishing the light cio-
nornic climate. stimulating the gror'r'th of the

uc()nomy, cncrruraging an equitable distribLrti.'rr
,)[ inconles. i:!-atlng employ'ntcnt opportunltlc).
expanding scrcral .ei'r iccs and esteblishing .rn j
maintaining essenliat security services and the

,\rmcd Forces. Provision for all these things has

been made in the Budget. and although I kno"t
that our rcsources are not sufficient to enable '-rs

to provide as much as the people of the counti?
rvould like. I do urge htln. Members to accefi
that if we trv to go loo fast' we will c'ndange:
what we have aireadl' achieved. The Governmenl
cxpccts l'ronr -.ll in Kr'nya not merell'spalhe::.'
lcccptance of lhe incr itable processes ol politic'rl'
social and e.'onomic change. btrt acti\'!- li:J
enthusiastic ParticiDation in the adventure tri
creating u happrer end nlorc prosperous nali':l'
W'e also need good luck. good \4'eather and go.d
friends; we *ill do our best t() deserve all threc I

The Minister for Agricuhurc and Animal Htrs'
bandry (Mr. \tcKenzie) seconded.

t Q u!\t it)tt Pr()l)()\(d)

{DJOU RN iVIF-N]

'fhe Speaker t!{r. Siade): No'*. aocording lo
()ul custom and l.,r lhc c0nvenieDCe trf htlIl'
\lcrrtbers. the Hou'c is 'rtljt)urned tilllil t()lr()r:'" \ '
\\'cdnesdav. I -th J trne. at 1.30 p.rn.

Thc ll,tirrt' rttst' ttt liitettt .Virrrtir's

Pdsl F'!v( tt'clr>ck.
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