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[Bis Excellency the Governor] . . . 
h Ough the critical years lying 1mmed1ately 

~:ead. You can ~liay suspicions. curb ~assiom,. 
and weaken rivalries. and combine the tnb~s and 
communities which ha~e d1~·1ded Kenya m the 
past into the united nation ot_ the present and the 
iuture. The slogan for that enon 1; Harcwmbe. 

Onlv a fool would seek to minimise the diffi
culties· which lie in your path. a; they lie to a 
!?reater or lesser extent across the path of any 
Government. old or new. which ;,rives in these 
times to raise the standard of li ·.-ing and well
being of its people. The dirticulties in Kenya are 
tu<> obvious to need reciting on this occasion. 
But given a co-operative erfort they can be 
;:eadily and surely overcome. i'-'r this fruitful 
.,;id lovely land of Kenya can p ,0·, ide the basis 
f0r a comfortable and gracious liie for its whole 
population. 

One of the Government"s and :,- .:>ur duties will 
~ to exploit further Kenya·s natural resources: 
to preserve and develop its agriculture. expand the 
\·;iricty of its economy, encourage i0cal and ovcr
~eas investors. extend its home and extern:i.1 
markets. cherish that national ~rcasure. your 
Game Reserves and National Parks. :ind in even· 
ether way stimulate the country·; material d~
velopments. The chief purpose oi all that is to 
provide the means to give employment. education. 
health and a good living standard to everyone. 

But none of those possessions is worth a great 
..:eal without libertv-national lic::rtv and indi
' 1dual libertv. Yet ~either is liben-: ~vorth much 
without thos~ other attributes. So lei us keep them 
all in the right perspecti ve with e.:ich other. and 
strive to attain them all. \\"ith that ambition 
you now set forth gladly and vour British friends 
i--~in with you on the last stage ·of Kenva ·5 journev 
to Uhur11. · · 

\fr. Speaker of the Senate. \fr. Speaker of the 
House of Representatives. Mr. Prime Minister and 
Honourable Members of the National Assemblv. 
I salute you! The eyes of the rest of Africa an"d 
of the whole world are upon , ·ou. All the friends 
of Kenya wish you well as you commence vour 
~•storic task. Good fonune be with ,·ou: and ·mav 
tr,e blessings of God-the Universil God of ail 
true religions-rest upon your la hours. 

H:be Speaker _of_ the Se~ate (:\1r. Chokwe): 
. n. Members, 1t 1s now His Excellency's inten

non to take his leave. 
[H" u Excellency the Governor and the Speaker 

of the Senate withdrew] 
[Members of the Senate withdrew] 

[The Speaker (Mr. Slade) resumed the Chair] 

H2-16i,,. 

SUSPENSION OF BUS~ 

The Speaker (Mr. Slade): Hon. Members, the 
House is now adjourned until 4.30 p.m. this 
afternoon. 

(Proceedings were ms pended from 3.40 p.111. ro 
-UO p.m.) 

CO\H,UTIEE OF WAYS AND MEANS 

MOTION 

THAT :\fa. SPEAKER DO NOW LEA\"E THE CHAIR 

The '.\1inister for Finance and Economic 
Planning (\fr. Gichuru): Mr. Speaker. Sir, I beg 
to mo\·e that the Speaker do now leave the Chair . 

The House is already in possession of the 
Estimates of Expenditure for 1963 :64 and the 
Economic Survey for 1963. I now ;,resent the 
Estimates of Revenue for the year ~nding 30th 
June. 1%4. together with the Financial Statement. 

I should like to express my thanks to all those 
officers oi the Treasury and other ~1inistries who 
are respom1ole for the production of the Esti 
mates lnd 1he accompanying documents. Their 
task h:;.s not been made any easier by the major 
reorganization of Government expenditure ,vhich 
was Clrried out on the lines sugges~ed in the 
Economy Commission Report, or bv the need to 
plan for the introduction of a new · Constitution . 
.My thanks are also due to the G0vernment 
Printer who. in addition to the mammoth task 
of pr0ducing the election documents. has coped. 
with :i is usual efficiency, with ·he Budget 
Estimates. 

l shl.11 deal first with the out-turn for the 
current year. The latest estimate oi expenditure 
is £3,f rrullion-or approximately n million 
more than the original estimate. The increase is 
due mainly to the following factors-the need to 
continue famine and flood relief measures on a 
greater scale than had been anticipated: a rise in 
the prison !)Opulation: an extension of the limited 
compensation scheme: and the heaYy c.ost of the 
elections. 

Fortunately there will be an even greater 
increase in re,·enue over the original estimate. 
mainly due to higher receipts from customs and 
excise during the last four months of the financial 
year. The original estimate was £16.1 million 
and, at the end of the first six months of the 
financial year. only £7.7 million-or considerably 
less than half the estimate-had been paid into 
the Exchequer. We were on target by the end 
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of February and have gone ahead since then. 
particular Ty . in ttie . montfr . of April-the month 
in . whicli increased' duties were announced ·on 
motor-cars and textiles. 

In general, the increases in duties announced 
in the last Budget have brought in additional 
revenue of approximately the amounts estimated. 
but there are exceptions to this. to which I should 
like to draw ·attention. I said last year that the 
increased duties on spirits were expected to bring 
in about£ 150,000 additional revenue in a full year. 
In fact, during the first six months of the financial 
year the revenue from spirits was !iubstantially 
less than in the previous year. This illustrates the 
need for caution in raising the duty on luxury 
items to a point at which the actual return 
decreases. 

The effect of increased duties on another com
paratively minor item is a further illustration of 
the point which I have in mind. The duties on 
cosmetics were increased but, during the first six 
months of the financial year, receipts from this 
source also fell. 

The deficit on the year will be approximately 
£2 million, as against the figure of £2.5 :nillion on 
which the Budget was based. About £ 1.3 million 
of this will be covered from assistance received 
from the British Government for famine and flood 
relief and rehabilitation measures. After taking 
into account probable under-issues from the 
Exchequer this year, the balance in the Colony 
Exchequer Account will fall from £1.9 million at 
30th June, 1962, to about £1.5 million at 30th 
June, 1963. 

On Development, we started the ye1r with a 
deficit of no Jess than £5.4 million. but I hope 
that this will be brought down to about £5 mil
lion at 30th June, 1963. Expenditure, except on 
Settlement, has proceeded more or less according 
to plan and, although the funds with which to 
finance the normal Development Programme 
were not in sight when the Budget was intro
duced, it did prove possible to negotiate addi
tional assistance by way of Exchequer Loan from 
the British Government. 

Expenditure on the general Development 
Prol?ramme is expected to total about £8.2 
million, which is very near the original estimate. 
but there has been a substantial shortfall on 
estimated expenditure on Settlement. and total 
expenditure ·will be about £1 It million as against 
the original' estimate of £14.l million. However, 
with -nie recent·t:onclusion of negotiations for the 
5-year :·expanded settlement' sc~eme, very · rapid 
progr~s is" expected'' ln ··t 963 /64. · ·: · · 
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There has been a welcome increase in th 
amount of money held in Tax Reserve Certiti~ 
ca_te~. At the beginning of the year it was £1¼ 
nulli~n._ and th_ere has been an increase of about 
£½ million durmg the year. The overall deficit at 
30th June, 1~63, will be covered by this balance. 
the b~lance m the Colony Exchequer and cash 
held m the Paymaster-General's Account with 
the residu3J deficit covered by :hor't-term 
borrowing. 

The Economic Survey sets out in detail how 
the economy fared in 1962, and gives a forecast 
of what we may expect in 1963. I hope that all 
hon. Members will find time to study chis Survey, 
and propose now merely to summarize some of 
the major points. The total gross domestic 
product-sometimes loosely called the national 
income-increased by 8 per cent in 1962. but the 
greater part of this increase resulted from higher 
output in lhe subsistence, or non-:nonetary, 
sector of the economy, largely as a result of the 
return to normal from the disastrous weather 
conditions of 1961. The gross domestic product 
in the monetary sector increased by 0nly 2 per 
cent. which ,~as an improvement on :he rate of 
less than I per cent achieved in the pre·:ious year, 
but, considered in relation to the incre:ises in the 
population-which is now estimated to be grow
ing at the rate of 3 per cent per annum-cash 
income per head must actually have fallen in 
1962. even before taking into account the rise in 
prices. 

Gross farm revenue from agriculture and live
stock amounted to some £47 milLion. of which 
£36 million was earned by the large farms and 
estates in the Scheduled Areas, and nearly £11 
million in the Non-scheduled Areas. Although 
this represents an improvement over 1961 , the 
increase of only 3 per cent in production from 
the Non-scheduled •Areas compares unfavourably 
with increases of the order of 10 per cent which 
have occurred in recent years . One of the main 
difficulties with which we are faced is the market
ing of coffee and pyrethrum-the two crops 
on which our efforts in the African :ueas have 
been concentrated. We shall now ha,·e ro re-think 
our cash crops policy, and the recent report of 
the Acting Director of Agriculture on :his subject 
is a most important document which will receive 
the early attention of the Government. 

Exports of almost £38 million were an all-time 
record. and. some 7½ per cent above .tile 1961 
figure. Th·ere were also increaseci' :sa.les of Kenya 
produce' t6 both·'Tangartyika ·aha Uganda .. . ·.- · 

... ... ' 
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[M • ports also rose slightly, and the value 
of ~rcial imports rose ·?Y nearly /2 million, 
or about 3 per cent. Higher_ 1mpforts oh . c?nsumer 
oods were largely responsible or t 1s increase, 

!nd for the increase in revenue from customs 
duties to which I have already referred. 

Bank deposits increased, as did als~ th~ level 
f dvances by tbe banks. Currency in c1rcula
~ a in tbe East African territories. including 
uon · 6 ·11 · b th Zanzibar, rose by over £ m1 ion etween e 
beginning of 1962 and the end of F~bru.ary, 196~. 
The increase in bank deposits and m .:urrency m 
circulation must reflect a greater level of eco
nomic activity in the country. 

The number of visitors to Kenya was the 
highest ever recorded, and the indications are that 
1963 will be an even better year for our tourist 
indusuy. 

The gross product earned by the building and 
construction industry fell for the fifth successive 
year, but there are signs that there may be some 
recovery in 1963. 

Unemployment remains one of our most serious 
problems, and the number of persons recorded in 
employment at mid-1962 was some 8,000 lower 
than in f96 l. in spite of a small rise in the 
number employed in the public sector. It is 
feared that the figure has fallen further since 
June. 1962. but the fall has been confined to the 
agricultural sector. The estimated wage bill of 
the public sector and private industry and com
merce changed little, and the agricultural sector 
was largely · responsible for the overall drop of 
£¾ million. There has been a real increase in 
living standards for those on the !ower levels 
of salary, who have benefited from wage increases 
during the } t"ar. 

This is a somewhat gloomy picture but the 
facts as set cut in the Economic Survey cannot 
be altered, and it would be wrong for me to 
attempt to gloss them over. Our prospects for 
future expansion depend to a large degree on 
the level of capital expenditure, for it is invest
ment now which leads to higher incomes in the 
future. It is therefore discouraging to note that 
~he estimated capital expenditure of £33 million 
m 1962 remains well below the level of from £40 
mi!l~on to £46 million achieved during the period 
19_::-~ to 1960. There are. however. signs that in 
this sphere also there may be some :ecovery in 
1963 . 

I could give particular instances of projects of a 
substantial ~cale tha,t I believe will be started in 
1963, but capital· is·.a, shy bird, and information 
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about where i1 is nesting may result in its flight. 
The eggs would then become addled and never 
hatch out. I can. however, say that, following on 
discussions that I have had with investors in 
various ove!seas countries, I have reason to 
believe that substantial new investments will 
shortly be made. · 

To sum up, there was no real increase in 
national income per head in 1962 and. in fact. 
there was probably a fall. Unemployment 
increased. On the other hand, exports were at a 
record level. and there is reason to hope that in 
1963 there will be a rise in a·gricultural production 
and in the value of our exports of at least 5 per 
cent. If an expansion of this order can !>e achieved 
it will generate activity throughout the economy, 
and I am hopeiul that the gross domestic product 
in the cash economy in 1963 may increase by as 
much as 5 per cent. and that a real :ise in per 
capita income will occur for the first time since 
1960. . 

I mentioned earlier the rise in the currency in 
circulation. and should like to add that the Cur
rency Board's position remains one of great 
strength. and that the Board has enlarged its 
activities further during the year. It obtained an 
increase in its lending powers in order to ensure 
adequate finance for larger cotton and coffee 
crops. I should also like to place on record the 
fact that the Currency Board has set aside the 
necessary money required out of its surplus assets 
to enable us to find from this source our sub
scription that will be payable to the International 
Monetary Fund, the World Bank and other inter
national organizations which we shall apply to 
join on ,he attainment of independence. The 
amount involved will be about £1¼ million. 

It is, however, appropriate that at that stage in 
our political development a Central Bank should 
be established and. on the initiative of the Tanga
nyika Government. a report has been prepared by 
Mr. Blumenthal on the present monetary system 
and its future. This Report is a most valuable 
document and gives us a sound basis on which 
to advance towards the creation of a Central 
Bank for East Africa . This Report is now being 
considered by the East African Governments. 
and I am confident that it will prove possible to 
reach agreement on the setting up oi a Central 
Bank which will be soundly based and which will 
not only maintain and enhance the status of our 
currency. but will also have a most important part 
to play in the development of East Africa. I must. 
however. point out that the setting up of this 
Bank will involve the expenditure oi a consider
able portion of the present reserves of the Cur
rency Board, and that the running of · the Bank 
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will also absorb a considerable part of the present 
profits from which we are now receiving about 
£350.000 a year. 

I now turn to the 1963 / 64 Development Pro
gramme. The total estimated expenditure is 
£14.l million, including £6.2 million for land and 
settlement schemes. As already announced. the 
British Go\'ernment will find £4.6 million towards 
this. and the remainder will come from the West 
German Government, the International Bank and 
the Colonial Development Corporation. Although 
the loans from the J.nternational Bank and the 
Colonial Development Corporation have been 
Jgreed . we have not yet been able to draw any 
money from either of these sources for seule-

·ent. as money is only issued after the approval 
individual sub-projects. Our first sub-project 

. been submitted. but it is probable that before 
.s approved further negotiations will have to 
e place with the International Bank and the 

olonial Development Corporation. 

The General Development Programme amounts 
10 a little less than £8 million. £1.12 million will 
be needed to meet our first major repayment 
under the Contractor-Finance Road Scheme, 
which has now been successfully completed. leav
ing £6.82 million for new expenditure. which is 
,;ubstantially Jess than in the current year. We 
have. however. in accordance with the advice of 
the Fiscal Commission, transferred £600.000 of 
expenditure-mainly on agriculmral services 
-from the development to the recurrent budget. 
.-\ further transfer of at least £300.000 will be 
necessary in I 964 / 65. The 1963 / 64 Programme is 
an extens ion of the present three-year Plan. 

The emphasis remains on the development of 
agriculture. and the amount of loans-both for 
land purchase and development-has been stepped 
up and £1.330.000 has been included for loans for 
bnd purchJse and agricultural development. One 
of the encoUiaging features of events in recent 
months hJs been the large number of transfers 
of land in the Scheduled areas, financed in part 
with the Jssistance of ·the Land Bank. In fact , 
the Land Bank has, during 1963, already approved 
loans which will assist in financing the purchase 
of over 200.000 acres by buyers of ail races. It is 
important that adequate funds should be avail
able to continue this process. On the agricultural 
side we are following closely the recommenda
tions of the World Bank, and the programme for 
tea development is going ahead according to plan. 
Of the target of 11 ,000 acres, 90 per cent will 
have been planted by mid-1964. and the necessary 
tea factories arc being started. Finance is being 
sought for a further programme of an additional 
12,000 acres. 

. A high priori_ty in_ the programme has been 
given to the contmuat1on of localization and train
ing, and the Kenya Institute of Administration is 
now ~unmn~ a_t full strength. The expenditure 00 
~u1ldmgs will mev1tably be at a lower level than 
ID recent years, although some provision has been 
made for essential buildings at new Rel!ional 
Headquarters. We have reviewed and overh:i.uled 
the various in!ltitutions dealing with credit both 
in the agr icultural and industrial fields. In the 
industrial field a Kenya Development and Fin1 ncc 
Company will be set up with a capital oi £ I-I
million, and we believe that we shall short(~, 
be able to negotiate the necessary agreemen·t 
under which £500.000 will be made available bv 
the West German Government; £500.000 t,,· th~ 
Colonial Development Corporation: and £500.000 
by our own Industrial Development Corpor::uion. 

Forestry development is also going :ihead. Jnd 
there is e,·ery hope of reaching the tlr2e1 of 
210.000 acres of soft wood plantations in- 1968. 

The educational programme rightlv la vs o1r
ticular stress on the provision of i'nor~ secondarv 
school classes in African schools, and b,· 1964 
places will have been provided for over · 1.:.000 
pupils. whi.:h is more than double the enroiment 
in 1960. In addition , a programme has been 
drawn up for the expansion of higher school .:er-
ti fica te classes. · 

Towards the basic programme of n.:Jrlv 
£8 million. finance has been negotiated from th~ 
British Government totalling £5.1 million . A fur
ther £635.000 of loan funds will be obllined 
from the West German Government. lnd 
£276.000 from the International Bank. Some 
£350.000 in grant funds will. it is expected, be 
obtained from the United States Government. The 
gap to be oiled is a little over £1 million and. to 
meet part of this. I am proposing to allocate to 
the Development Exchequer our share oi Cur
rency Board profits. which will amount to 2.bout 
£350.000. I 1m confident that wavs and means will 
be found of closing the remaining gap. We also 
hope to negotiate finance for projects outside the 
Plan, the largest one being for the raising oi the 
Sasumua Dam which-provided there are no 
more land ~des-will secure Nairobi's water sup
ply needs for a number of years to come. This and 
other projects were first discussed in London and 
Washington by Mr. Mboya. Mr, Muliro and 
myself in August last year. 

This illustrates the point that it takes .:,•;er a 
year from the time a project begins 10 t-e dis
cussed with an overseas international bodv before 
all the necessary negotiations can be finalized. 
and before any money can be drawn. I am not 
in any way criticizing the overseas Governments 
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or overseas agencies, from whom ~e have 

·ved the fullest help and co-operation. but 
rece1 . · 1 h demands for aid from many countries great y 
:x:eed the supply of av_ailabl~ ca~it_al. a~d . these 
Governments and agencies quite rigntly ms1st on 
being fully satisfied on the soundness of ~ _par
ticular project before they _agree to participate 
in and providing finance for 1t. 

our success in obtaining money for develop
ment in future will depend \·ery . brgely _on _our 
ability to prepare and process detailed appilcau~ns 
to potential overseas len_ders: related to _specific 
economic projects, and It will be essential that 
we should seek in the future to find local money 
for the local costs of many development schemes. 
If we look at other territories in .-1.frica which 
have recently announced l:lq_?e Development 
Plans. it will be found that they aie planning to 
raise. either from budget surpluses or from other 
local sources, at least half the total money 
required . We shall not reach th is pos ition in the 
near future . but must begin pl :mning to tap local 
sources of money. 

The officers of the Treasury and other Minis
tries who have to try to ma tch potential over
seas sources of aid with Kenya·s essential priority 
needs should possess a large number of qualities. 
They should have the perspicacity of Solomon. 
the patience of Job. the persistence of Robert the 
Bruce, the push of a high-pressure salesman and 
the persuasiveness of a company promoter! I do 
not suggest that all these qualities are ever found 
in one civil servant or even among one group of 
civil servants, but those who have been workin2 
in this field on behalf of Government deserv~ 
our gratitude for the considerable measure of 
success they have achieved-wh i.:b compares 
favourably with the success ach ieved bv manv 
other countries in a similar . position to· Kenyi. 

I do not propose to say much at this stage on 
lhe sub;ect of development planning and our 
programme for the future, but the first step in this 
direction has already been taken. and I shall lav 
on the Table this week a Sessio~al Paper on th~ 
International Bank Report which was approved 
at the last meeting of the Coalition Government 
~ouncil of Ministers. I hope that c1ll hon . Mem
oers will find time to study this Sessional Paper 
and the World Bank Report itself. \\hich has 
proved t_o be a best seller, and is now having to 
be reprinted by the Government Printer! In 
general. the Government accepts the World Bank 
Report as the basis for our future development 
plan, but bas had to stress the great difficulty 
that we arc likely to experience in raising as 
rnuch capital overseas as the Mission suggests 
to be necessary to finance the Programme. 
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I should. however. perhaps refer to two points 
on which the Government does not entirely accept 
the proposals of the Mission. As is explained in 
paragraph 51 of the Sessional Paper. the Govern
ment has decided in principle that Kenya should 
develop its own source of hvdro-electric 
power at Seven Forks. Further decisions on the 
timing and financing of the project, as well as its 
priority as against other major projects in the 
Programme. must be taken in the near future if 
Kenya is to avoid a serious power shonage which 
would inhibit further development. 

The other major scheme-in which ! am sure 
many hon. ~!embers are interested-is the 
Mombasa Road. An expert on toll roads is being 
sought 10 i!dvise on possible construction on a 
self-financing basis, and consideration will be 
given 10 going ahead with the Mombasa Road 
project if finance can be obtained on terms 
related :,1 the expected economic rerurn . 

In spite of all our difficulties, I expect that 
actual expenditure by Government on the 
Development Programme. including the settle
ment schemes. will be higher than in any previous 
year. 

I now turn to the Recurrent Expenditure Esti
mates for 1963!64. which total £40.960.000 or. 
excluding compensation and commuted pension 
payments to designated officers, £36,787,200. A 
detailed comparison between these estimates and 
the re,·ised expenditure figures for the current 
year is given ir. the General .Memorandum Note. 
and I do r.ot propose to go over this ground 
in denil &.,;ain . Our budgetary problem in 
November last year looked almost ins0lublc. We 
were fa.::ed \\. ith a deficit, excluding compensation 
and commuted pension payments, of some £5 
million between forecast expenditure for l 963/64 
and probable receipts from taxation t<t existing 
rates. 

In s.:ilving this problem. the first step was to 
review the whole field of expenditure and see 
where ~onomies could be made. In this we were 
greatly assisted by the Report of the Economy 
Commission. but the desired savings would not 
have been achie,·ed without the full co -operation 
of all my colleagues in the former Coalition 
Government, whose realistic acceptan:e oi the 
need for economies made the neces~:uy action 
possible. As explained in the note in :he printed 
Estimates. et onomies achieved amounted to 
about £1 t million and, in relation to !he forecast 
estimates. rhcy amounted to an even higher 
figure. The .remaining gap will be covered by 
revenue at existing rates of taxation, plus the 
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revenue that will be derived from measures 
announced in April and further measures which 
I am to announce today. 

The largest single economy recommended by 
the Economy Commission was in Non-African 
Primary Schools, and the Commission estimated 
that a saving of £746,520 was possible. 
The Commission recognized that grants to 
schools cannot conveniently be made on a 
per capira basis, but advocated that the same 
general level of assistance-irrespective of the 
racial communitie-; which the schools prin
cipally serve-should be the objective to be 
achieved as Quickly as possible. They _;,ointed out 
that the elem•.!nt of Government subsidy in Euro
pean, Asian and Arab Primary Schools was 
substantiaUy greater than the element of subsidy 
in African Primary and Intermediate Schools. 

The Expenditure Estimates have been prepared 
on the assumption that tuition fees in Govern
ment Europe:.m Primary Schools will go up from 
Sh. 175 to Sh. 280 per term; in Asian Primary 
Schools from Sh. 57 to Sh. 90 per term: and, 
although in the higher classes in Arab Schools no 
change is proposed, it is suggested that the iee for 
Standards I to IV should go up from Sh. 15 to 
Sh. 42 per term. There will be corresponding 
adjustments in the grants-in-aid under the non
African rules, and the Government grant to 
European. Asian and Arab aided Primary Schools 
will be reduced from 80 per cent to 40 per cent 
of appro,·ed salaries. and in Secondary Schools 
from 90 per cent to 80 per cent. 

It has aiso been assumed that the chan2es in 
fees will -:ome into force with effect fro;;, the 
September term this year. and the adjustments -in 
grant-in-aid with effect from January, 1964. No 
:hange is proposed in African school fees. with 
one exception-namely, that it is proposed that 
the boarding element in the fee at Secondary 
Schools should go up by Sh. 50 per annum with 
effect from January, 1964. The savings that will 
be produ.:ed in the 1963/64 year are estimated at 
£85,700 i:om fee increases in Government schools. 
and £ 1 J I . ➔oo from reductions in grants-in-aid to 
aided sch.:>ols. I very much regret the need for 
these changes. but we have not gone as far as 
the Econ.:imy Commission suggested. l do not. 
however. :hink that we can deny the logic of the 
Commission'.; recommendations: I must make it 
quite clear as far as both fees and grants-in-aid 
are concerned in the future that. in the case of 
schools which pass from the Central Government 
10 Regional Authority or Local Government 

schools, the changes on which the Estimates have 
been based must be regarded merely as recom
mendations to these authorities. 

Other major economies-the need for which 
I also regret-include the abolition of the diesel 
refund to farmers, although cereal farmers will be 
compensated to some extent for the increase in 
the cost to !hem of diesel oil by a fertilizer sub
sidy which it is proposed to introduce on the 1st 
July. I also g:eatly regret the need for •he suspen
sion of the Kenya Regiment and for other major 
changes, including those involving a \·cry 
substantial reduction in expenditure bv the 
Ministry oi Works, and the abolition of the 
grants to the European and Asian Hospital Insur
ance Funds. On the other hand, the Ecooom,· 
Commission curied out a necessary and unpopu·
lar task with great care and thoroughness. and I 
am sure that the ·Coalition Government was right 
to accept the great majority oi their rec0mmenda
tions. 

However. in spite of all the economies that 
have had to be made. hon. Members will. I am 
sure, be glad to know that we have managed to 
find some additional money for the encourage
ment of tourism. 

There is c,ne omission from the exrenditure 
estimates to '"'hich I should refer at this staee. No 
provision has been included for the cost oi the 
Army and. assuming that we achieve independence 
before April. 1964. we shall have to find the 
necessary funds to cover the period hetween the 
end of the Cnited Kingdom financial year at the 
end of March. 1964. and the end of our financial 
year at the 30th June. 1964. The present est imate 
of the annual cost of the Kenya battalions of the 
King·s Afric:in Rifles. and the necessary support
ing establishments for this Force, is £2.450.000. 
The exact ~1ze of the Force that we shall need. 
and the question of how our Army is to be 
financed, will be the subject of discu~sion with 
the British Government, but we have :o face the 
fact that we shall have to find over £2 million 
for our Army in I 964/65. and may have to find 
over one-quJ.rter oi this sum during ;he J .;>6Ji64 
financial year. 

This. I chink. provides an answer ro anyone 
who might duubt the need for the economies that 
have been crlected. We shall. with the arnstancc: 
of the mea-;ures that I shall announce later. 
balance our l 963i6-+ Budget, but in ; 964 65. in 
addition to taking over the cost of our Army, we 
shall have ~o find a further sum of over £400.000 
for Public Debt, and over £500.000 for pensions. 
and will also have to provide for a full year for 

-
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~flnist . epresentation overseas. We shall have 
diplomatic Ir further expenditure from develop
to take ove 
ment on to ;he Recurrent Budget. 

dditional costs that will fall on the Central 
A ct m 1964/65 will therefore exceed con-

Govemme . . d . ·11 b 
siderablv the sum of £3 m11I1on . . an 1t wd1 h _e 
necessary to make further _economies towar s t 1s 
essential additional expenditure. 

The Regional Authorities will start "'.ith a 
deficit of rather less than that suggested m the 
F I Commission Report. I shall deJI later on 
. iscaome detail wi'th the position of the Central 
ms h . . 
Government and the Regional Aut orn1es. 

I have aready indicated that the c:. mount of 
expenditure we have to finance . next ~ear from 
Kenya sources is about £36.8 . m1ll1on. _•\tter allow
ing for various adiustments m the Re\·enue -'::st1-
mates, such as the abandonment of th~ diesel 
refunds and the decision to regard landing fees 
as revenue, and for the taxation measures 
already announced, I estimate that _the revenu_e 
that will be p1oduced towards financing expendi
ture next year will be about £35.9 million. leaving 
nearly £900.000 of additional revenue to be found. 

I now come to my revenue proposals. and 
would at this stage ask Mr. Speaker that-in 
accordance with precedent-this speech be taken 
as Notice of Motion to be placed before the 
Committee of Ways and Means dealing with the 
measures I am now proposing. 

One of the possible sources of revenue which 
we have bad to examine is export taxes. Obvious 
candidates for export taxes are coffee. tea and 
sisal, but it is going to be increasingly difficult 
for us to sell our coffee. owing to quota limita
tions, and the sale of increasing amounts of coffee 
in non-quota markets at lower prices will reduce 
the return to the producers. As far as tea is 
concerned. we have under way a very large 
programme for .the expansion of the growing of 
tea in the Non-Scheduled Areas, and it is part 
of the agreement we have made with the sources 
of finance for this programme that we will not 
impose an export tax on tea grown as part of the 
scheme. lt would, I think, be a little dirficult to 
justify imposing an export tax on tea grown in 
some pans of the country, but not in others. The 
Price of sisal has gone up. but I am anxious that 
th_is should provide an incentive to the growing 
ot more sisal. for which there is like)\· to be a 
market. and the imposition of an export· tax could 
Ctrtainly not be regarded as an encouragement 
by the Government for more investment in sisal. 
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My main reason. however. for not imposing 
export taxes this year is that . I regard them as 
an unjustifiable form of double taxation. I can 
see no logical reason. for example, why a com
pany producing coffee. tea or sisal should be sub
jected to a greater taxation than a company. say. 
producing butter, bicycles or boots. As far as 
individuals are concl!rned, a man·s income from 
the crops be grows-whether for export or not
determines the amount of graduated personal tax 
which be has to pay and the amount of income 
tax which he has to pay. I do not wish to add to 
the problems of Regional Authorities and Local 
Authorities by making more difficult the collection 
of graduated personal tax, which will be one of 
the main sources of revenue of Local Authorities. 
and I see no reason to impose an additional form 
of taxation on those income tax payers who hap
pen to grow export crops. 

Having said all th is. I must admit that export 
taxes have been ·a fruitful source of revenue in 
many count ries and. although I have no inteotion 
of imposing such taxes at the moment. this is 
a matter that will have to be kept under review. 

l now tum to Customs and Excise. Last year 
we put up the duty on spirits and I have explained 
that this has led to a fall-off in imports and a 
reduction in revenue. Although I do not contem
plate reducing the duty at this stage. it would be 
foolish to increase it. Beer, cigarettes and petrol 
were all bit last vear. and 1 am satisfied. after 
careful examinati~n. that it would not be right 
to increase the duty on these _products again. 

I have alreadv announced increased duties on 
motor-cars and· textiles. These are estimated to 
bring in an additional £600.000, which bas already 
been taken into account in the estimate of re,·enue 
that 1 have given. I am glad that it has in general 
been accepted by the public that these increase~ 
are reasonab:e. 

The increased duty on textiles is also in part 
a protecti,·e measure, and the increase i5 
moderate. 

The purchase tax on second-hand motor
cars. which bas also been announced. is working 
smoothly. and I think it not unreasonab le that the 
Government should take some of the beneiit that 
will accrue to the second-band motor-car market 
as a result oi the increase in duties on new ones. 
This measure is estimated to bring in about 
£200.000. and has also been taken into account in 
my estima,I! of re\·enue. 

I might at this stage mention that the early 
imposition of these taxation measures-which did. 
I think. catch the public by surprise-is in my 
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view a logical step. The Government will feel 
itself free to adjust rates of Cus10ms and Excise 
dutv when this seems most convenient and when, 
in fact-in relation to the overall financial posi
tion or in the interests of the country·s economy 
-it appears to be appropriate and necessary. 

I now turn to protective measures. Last year 
I invited the House to shed tears over the fate 
of immature crocodiles. The export tax on croco
dile skins. which was mainly intended to assist the 
Tanganyika trade. has not pro,·ed \·cry effective. 
and is being re-examined. but I have no change 
w propose at this stage. I am. however. taking 
action with re1?ard to another inhabitant of our 
waters-name!~. the trout. Artificial flies for 
catching trout ·are manufactured very skilfully by 
:1 small concern at Kipkabus. and l am ~atisfied 
that a ,mall increase in the import duty from 25 
per cem 10 33½ per cent is necessary to assist 
1hi5 firm. 

Tarin Item 47 will be recast to provide in
.:reased protection at the rate of 25 per cent on 
metal doors and windows. At the same time. a 
duty oi 12½ per cent ·is to be imposed on down 
riping and ventilators which are made locally. 

Tariff Item 72 will be revised to impose a duty 
Lin J 2! per cent on imported ,·ats and tanks of 
30 gal!ons or more capacity. with walls not 
thicker than t in. if made of stainless steel and 
not thicker than ¼ in. if made of aluminium or 
alloy. This will confine the imposition of the duty 
to the types of tank which the local industry can 
produce. and which can be produced in sufficient 
quantity to satisfy the East Afri::an market. 

The rlle of duty on putty under Tariff Item 
SI l<'l will be raised from 12½ per cent 10 25 per 
O.:<!nt. ;..:5 there is a satisfactory local product which 
.::in fulfil local demand. 

Hon. :\·I embers will be :rn are that the paint 
industr~ is efficient and produces almost all types 
M . painr required in East Africa . This industry 
does. however. need some further measure of 
protect ion. and 1 propose that the ra:e of duty on 
imports should be raised from 25 per cent to 33t 
pt!r cent. 

For s0me time past several c0mp:10ies of tyre 
manufacturers have displayed an interest in the 
establishment of factories in East Africa. In order 
10 encourage the setting up of such factories. pro
, ;, i~1n ,; made in the Finance B:!I for a suspended 
dur\· oi -H cents per lb. This suspended duty will 
not· be imposed until and unless a factory is set 
up. and would at that stage be imposed only on 
those sizes of tyres which the local factories could 
produce. The object of the amendment is to 

assure the companies concerned of the Govern
ment's intention to assist them when factories 
are established. There is a further minor modifica
tion 10 1his Tariff Item. Experience has shown 
that the speciric rate of duty covers prac1ic::llly all 
imponed tyres. and the alternative ,;i/ rnlorem 
duty is therefore removed. 

One rinal protective measure .:oncerns 
cement. It is proposed that the du1y should be 
raised fr0m Sh. I 50 per 400 lb . 10 Sh . I 10 per 
I 00 lb .. \\ hich will be imposed. The previous ra1c 
became obsoiete when Kenya became self
sufficient m cement. The new duty may permit the 
import !i.:ensing of cement to be relaxed. 

I now turn to .:hanges that are being made 
mainly ,,ith the object of increasing revenue. The 
changes .m: set out in detail in the F inancial 
Statement but. briefly. items which will now 
bt!o.:ome .:lut1.:.ible at 25 per cent ·.1 ill be all 
imported iru ii and vegetables: cups. :ned:ils and 
badges: t,,ys and games: sheet. pla , e :,nd float 
glass: handles for tools and implements: weigh
ing and me:isuring appliances ; refriger:u,,rs and 
air-conditioners. excluding industriai refrigera
tor equipment. Also included in the 25 per cent 
rate will be a number of builders' requisites. such 
as bricks . s13tes and tiles; lime and buildinl! 
plaster : s:initary ware and rooting materi.'.lls: and 
floor .:ompounos. Some of these changes also 
have a pr,,1ec1ive aspect. 

There has been some criticism of the amount 
of imports of foodstuffs which come into Kenya 
when Kenya c:i.n produce almost all it requires 
in this tie id . If. however. the fi!!urcs Jie c.XJ. mined. 
it will be ~een that most of Kenya·s impons 
relate 1,, essential foodstuffs required to meet a 
local deficiency. For example. we are not ~·et able 
to produ.:-e :di the sugar and rice we need. and 
also ha1·e 10 import hard wheat for mix :ng with 
local whe:it. Further. in times of famine. it is 
necessan· to imoon maize. and we have also 
accepted· generous gifts of skimmed milk from 
America for free distribution in famine areas. 
Howe,·er. :is a general principle. we d.:> impose 
an adequate ciuty on imports of foodstuffs which 
compete with local products or. alternatively. 
operate :1 control through import licensing. The 
general 25 per .:ent tax on fruit and •:egetJbles is 
imposed in .'.l,cordance with this po!ic~·-

The duties on building requisites aiso in l num
ber of i;Ht:inces have :i. protective a:igle . .'.Ind the 
slight in.:-rease in duty will encourage l0cal pro
duction . 

I am advised that the present mark-up by 
retailers on toys and games is high. and that It 
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should be possible tor t~e increased ~ury to be 
Jbsorbed wirhout much increase in prices to the 

public. 

The imposilion of the duty on cups. medals 
3 nd badges is partly being m:icie for :idministra
:i~e reasons. The difficulty oi determining under 
the present Tariff wherher a p:rnicular import is 
:in :inicle which could be imporied duty-free or 
\\hich should be subject tu duty as h:iving :i 
!!eneral use has given birth to , .:,me of the fattest 
riles in the Customs archives'. 

One further change rcl:ites t0 the duty on 
lubricating oil imported under Tar:11 Item 103 (di. 
Tne duty is to be raised from t,O cents to Sh. I 
per imperial gallon. bringing the duty levied in 
~enya up 10 the level nf 1he Jury that is now in 
1.:,rce in Uganda. 

I also propose th:it the du:~· ,:,:, pi ywood. pulp 
::-,urd :ind plastic and s'm ib r , heeting under 
TJrirf Item I 27 should go up fr om 121- per cent 
;o 25 per cent. In addition to producing some fur
:her revenue. this change should :ict as a st imulus 
:0 the local ply,vood indus try. :rnd pronde an in
.:enri,·e for the establishment of :i pulp board 
industry. 

I estimate that the additional r:::venue th:it will 
oe obtained from these measures \\ ill amount to 
fli0 .000. 

\ly final customs amencim::nt relates 10 the 
Hry contentious Item 112 (/>1- .\ledicines. Hon. 
\!embers will be :iware of :he d ifficulties which 
have arisen as a result of the d ;fferent methods of 
:.,:-. ir.g patent medicines intr~~Juc~d in the thre:: 
,erritories. The Tanganyika ; ~·stem involves the 
,axing of all medicines other :h:rn those that are 
~\empted. and the Kcnv:i a:,d L 2:rnda method 
:nvolves the exemption f~om tJ.\ oi all medicines 
,Jther than those that :ire spec:fied. A ve:ir"s ex
;:,erience has shown that the T :rnganvika svstem 
:ias worked more smoothly th:in the · Kenv~ and 
l"ganda systems. and the 1'.enya and Lganda 
Go,·ernments have therefore agreed to change 
0ver to the Tanganyika methlid .. -1. list of the items 
._,hieh are !O be free of dut,· is being published in 
:he OfficiJl Gazette. · -

. I now turn to the field nf Jire.::t taxation. and 
·., ill deal first with graduated personal tax. In 
:.-=cordance with the recommendation in the Fiscal 
i. 0 mmission Report-as reflected in the Constitu
::.:,n-graduated personal tax w1il become a Local 
-~ut_bority_ tax with etf ect from I st fanuary. J 964. 
· Ctton will also have to be tJken 10 accordance 
with t~e _statement in paragraph 2: 4 of the Fiscal 
Comm1ss1on Report that in the I Y63 i 64 year the 

Central Government will be entitled "' withhold 
from Local Authorities grants-in-aid equal in 
aggregate to the amount which tile Central 
Government would have received irom the gradu
ated j:)ersonal tax had it still been in oossession 
of that tax. I have consulted Professor Tress about 
the interpretation of this recommend3tion. and 
he has confirmed that it was m3de \\ ith a vie" 
to the Cc:ntral Government be:n2 entitled to with
hold grants-in-aid equal not only to tile amount 
of re,·enue th::t the Central GoYernrr.ent would 
have ,~ceived if the tax had conun..ied at the 
presen: r:ues. but also to the amoum ._, hich the 
Centr:::.i Government would h3ve recei\·~d if it had 
increased the r:ites on the lines whi.::h are pr<> 
posed in ,he Report. 

One adjustment has already been made , and 
grants to Local Authorities from the Local Gov
ernment Contributions Vote have been reduced 
by £429.000. I have, however. examined this 
matter very carefully and. although m this year 
the Central Government will receive £1.25 million 
in graduated personal tax, and although, if the 
new Constitution had not been introduced, I 
should have contemplated an increase in rates 
which would have brought the Central Govern
ment more revenue from this source in 1963 /64. 
I am satisfied that, in order to leave Local 
Authorities with sufficient money to balance their 
budgets. it would be wrong for the Central Gov
ernment to reduce grants to Local Authorities by 
more than about £1 ,010,000. As I have said. 
£429.000 has been cut off, and a funher reduction 
of £581.000 ,viii have to be made in grants
mainly from grants for primary education pay
able during the first half of 1964. .-1.t this stage. 
howe,·er, the full amount of expenditure by the 
Government on primary education. on the basis 
of the present grant structure, is renected in the 
expenditure estimates, and the £581 .000 which will 
become local authority revenue is mil reflected 
in the revenue estimates. The necessary adjust
ments will have to be worked out in detail well 
before I st January, 1964. 

It is not for me to indicate to what extent 
Local Authorities-subject to the approval of 
Regional Authorities-wi-JJ have to increase 
graduated personal tax with effect from 1st Janu
ary. 1~6-t Professor Tress envisaged that in 
1964 65 the total proceeds of graduated personal 
tax. i:icluding existing African District Council 
rates. would be £3.600.000. and he suggested that. 
in 0roer to achieve this revenue ngure. tht 
minimum charge for those with incomes of Jess 
than Sh. 1,200 would have to be Sh. 50. rising to 
Sh. 600 for those with incomes of over Sh. 12,000. 
If all those liable to the tax paid at these new 
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rates, and if full coHection was achieved, the 
amount of revenue obtained would be not 
£3 ,600.000. but well over £5 million. These 
estimates ha\·e been prepared on the basis of the 
tax registers but, if they had been prepared in 
relation to the number of men on the voters' 
roHs, they would have been even higher! I ttrink 
it must be accepted. therefore. that the Fisca-1 
Commission bas made a rea'listic estimate of the 
amount that could be collected from increased 
graduated personal tax rates on the lines suggested 
by them. 

My preliminary examination of the financial 
position of Local Authorities in 1964 leads me 
to believe that they will find it necessary to go a 
')ng way towards implementing the Fiscal Com-
11ss1on proposals. These wiH involve the 
,andonment of revenue from traders· licences. 
he whole financial viability of Local Authorities 

}-and to a considerable extent of Regional 
Authorities-will depend on the success which 
they achieve in collecting graduated personal 
tax. The Fiscal Commission Report has recom
mended that adequate sanctions should be 
contained in the legislation governing the collec
tion of this tax. and I am sure that this is right. 
A model Ordinance is being prepared, and wiH 
include a provision requiring employers to collect 
tax from their employees. On the other hand. 
the best sanction of all is a recognition by those 
concerned that local services will depend on the 
payment of local taxes. 

I now tum to income tax. In my Speech last 
year I said. and I quote, "NaturaHy I cannot bind 
a future Government, but can say that it is my 
intention to do my best to avoid next year any 
further upward movement in the total tax on 
companies. which will now become Sh. 7 /50". I 
am glad to say and I can fulfil this implied under
taking but. when I made it, I had in mind a 
recommendation that I had already received on a 
confidential basis. and which has subsequently 
heen published in the Report of the International 
Bank Mission on the Economic Development of 
Kenya. This recommendation was that corpor
ation tax on companies should go up by Sh. 1 / 50 
with a corresponding reduction in the company 
rate, leaving the total tax on companies at the 
present figure of Sh. 7 / 50. I propose to accept 
this recommendation. and to apply the new rates 
to the 1962 year of income. 

The effect of this change will be that pub1'ic 
compames-which is a loose definition of the 
more technical term "non-controlled companies" 
-will be entirled to deduct tax of Sh. 4 in the £ 

from dividends paid , after . today. The rate . of 
corporation tax on the profits of life assurance 
(business) will be Sh. 3 in the £. Shareholders 
who have already received dividends paid bv 
non-controlled companies on 1962 profits will b~ 
credited with tax at Sh. 4 in the £ only. 

I have carefully considered the position of 
private companies, or companies wtrich are con
trolled and subject to the undistributed income 
tax arrangements. The object of the legislation 
governing these companies is to try to ensure that 
a private individual or small group of individuals 
cannot avoid tax by the device of forming a 
private company, and the essence of the svstem 
is that, where such a company does not distribute 
profits to its shareholders, then it has to suffer. 
after certain permitted deductions, a penal rate 
of tax equivalent to the difference between the 
standard rate and the maximum resident 
individual rate. The effect is that such companies 
are forced to disrribute their profits so that the 
individual share holders bear tax at their appro
priate individual rates. 

Under the arrangements introduced last vear 
the standard rate of tax for these companies· wa~ 
left at Sh. 5 -' 50 in the £. but the percentage which 
they were required to distribute in order to avoid 
the penal rate of undistributed income tax was 
put up to keep their position more in line with 
non-controlled companies on which the corpor
ation tax of Sh. 2 in the £ was imposed. 

However. I can see no reason why controlled 
companies should not bear initiallv on their 
profits the same total rate of tax as· that which 
is imposed on non-controlled companies-namely 
Sh. 7 / 50 in the £-and I therefore propose that 
the standard rate of income tax on such com
panies shouid be increased to Sh. 7 / 50 in the £. 
The higher rate will be chargeable on the year 
of income 1962. and will therefore be p:ipble on 
the 31st December, 1963. In so far as the profits of 
such companies are distributed to East African 
shareholders. credit for the tax paid by the 
company will be given against the shareholder's 
individual liability, and they will in the end suffer 
no more tax than at present. lt will. however. 
prevent undue delay in the payment of the proper 
amount of tax which has been caused by the 
introduction of various devices, such as the pay
ment of profits from one controlled company tCl 

another. Controlled companies will be entitled to 
deduct tax of Sh. 7 · 50 in the £ from a:, ·: di Yidend 
paid after today. Where any dividend h·::i.s already 
been paid by a controlled company in relation 
to the year of income 1962, with tax deducted 
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~ Sb 5/50 the extra Sb. 2/- ID the £ may oe 
•• · d fr~m the shareholders forthwith, or on 
r~o~~ . 'd d 
the payment of a future d1v1 en . 

As far as non-resident shareholders i_n control
led companies are _concerne~, _the effect~ve rate of 
ax on their receipts of d1v1dends will be put 
~ the same basis as for non-controll~ com-

n·es and the effective charge against their share 
~I• , 
of profits will be Sh. 7 ! 50 m the £. 

The arrangements for dealing _with controlled 
companies are inevi1ably_ comphc_ated._ but the 

ly way in which a maior s1mphficat1on could = achieved would be by bringing down the 
maximum rate of tax on individuals from the 
present figure of Sb. 15 in the £ to a figure 
much closer to the total company rate of Sh. 7 /50 
in the £. I regret that I do not think that it is 
possible at the moment _to take action on these 
lines-particularly at a time when the graduated 
personal tax on individuals with corT~p~ratively 
small incomes will have to go up-but 11 1s some
thing that will be kept in mind for further con
sideration in the future. 

I do not think that my proposals in relation to 
non-resident shareholders will be likely in many 
cases to increase their ultimate tax liability, as 
the majority of such shareholders will be able to 
claim relief under double taxation agreements. 
and the Government is very ready to conclude 
further double taxation agreements with countries 
from which we have received, or arc likely to 
receive, a substantial amount of private invest
ment. 

Before I leave the question of undistributed 
income tax. I should mention that there are 
certain changes, in addition to those included in 
the Finance Bill which has been published today, 
which will be the subject of legislation in the 
Central Legislative Assembly. To compensate for 
the increase in the standard rate of tax on con
trolled companies it is proposed that the per
centage deductions for undistributed income tax 
purposes. which are now 25 per cent and 10 
per cent according to the nature of the company',
business. should be increased to 30 per cent and 
11 per cent respectively. 

It is also proposed to modify the present 
arrangements under which allowances are made 
to_ such companies for development expenditure. 
Ninety per cent of such expenditure has to be 
added to distributable income in later years at 
!he rate of 10 per cent per annum. The law at 
present provides that a claim, once made, shall 
apply to any consecutive period of five years but. 
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if it is not renewed. the balance of expenditure 
not added back is added back in the fifth year. 
which means a heavy burden on the company in 
that year. I now propose that the balance of 
expenditure should not be added back at the end 
of the fifth year. but should continue to be added 
back at the rate of IO per cent per annum
a step which will. l hope, encourage development 
by the larger private companies. The change will 
be effective from the year of income 1963. The 
present rule will. however. continue to apply in 
the case of a liquidation. since there would other
wise be scope for avoidance. 

It is also proposed to introduce an amendment 
to remove certain non-resident companies with 
non-resident shareholders from the scope of un
distributed income tax. These companies will be 
liable instead to corporation tax with effect from 
the year of income 196 I. 

It has frequently been urged that the Govern
ment should introduce some form of tax holiday. 
or pioneer in<iu!>try relief. This question has been 
examined by Yarious expert commissioners. which 
have advised against this particular measure. I 
have also had the opportunity of discus.sing taxa
tion matters and inducements for investment with 
potential investors in many overseas countries. 
including the united Kingdom. West Germany. 
Italy. Switzerl:ind. France and the United States 
of America. I am very ready to consider any 
measures which will encourage investment. 
including tax holidays and pioneer industry relief. 
but what most potential investors ask for is not 
special tax concessions. but assurances of fair 
and equitable treatment. The first consideration 
in the mind oi an overseas investor is, of course. 
whether his proposed investment will yield him 
a reasonable profit on a commercial basis within 
a reasonable period of years. and this is a com
mercial risk which it is for him to calcubte. 

What. however. he does want to be sure of is 
that he will be permitted to remit his profits and 
to repatriate his capital. if necessary. He wants 
to be assured that his enterprise will not be 
nationalized. On these issues the Government has 
given. and will continue to give. firm assurances 
to the overseas investor. Approved Status is given 
under the Exchange Control Ordinance to invest
ment from outside the sterling area. and I am 
glad to repeat the undertaking given by the 
Coalition Government that this Government will 
also treat n1..' less favourably investments from the 
sterling area. 

The overseas investor is also anxious to be 
assured that a strong Government will be in 
power, which will enable him to carrr on his 



HOt.:SE OF REPRESENTATIVES 
)9 Cvmmiuu ui Wa_l'S and Means-Morion Commi11ee of U1a.,·s and Memrs-,\for:,•rr 40 

[Minister for Finance and Economic Planning] 
business peacefully and without undue interfer
ence. Here again. l can give him a firm assurance, 
but recognize 1ha1 we shall be judged by over
seas inves1ors not by words, but by deeds. 

In order to create the right climate for invest
ment the Go·,.-ernment must get over to potential 
investors !hat they do not regard profit as some
:hing whi,h is immoral. but as some1hing which 
is essent::?.! ii the coun1ry·s economy is 10 go for
ward an.:i if the Government is to get its income 
,ax and ·.nge-earners their wages. 

Last ~ ear I introduced an investment allow
::ince oi !O per cent for all investments. both by 
o,·erseas and local companies. in manufacturing 
;ndus1ries . This investment allowance means that 
such inYestors can write off 110 per cent of their 
in,·es1men1 in industrial buildings. in.:luding the 
nece~;ary plant and equipment. o,·er a period of 
years. I .-:ow propose 10 increase 1his allowance 
with erfe::, from today to 20 per ceni. This new 
rate of deduction will apply 10 indumial build
ings the construction of which commences after 
1oday. and to the new machinery ins1alled in such 
buildings. I also propose 10 extend the scope of 
this deduction to industries engaged in processing 
local produce. It was previously confined to manu
fac,uring industries. but I am satisfied that it 
,hould no longer be so confined . and should be 
ex tended to industries processing local produce. 
This measure. l am sure, will be a Yaluable en
couragement to investment which. in itself. will 
assist our serious unemployment probiem. I cal
.:ulate ;:iat with regard to most new investments 
this concession will be equivalent to a three-year 
tax hoLday. There will be no loss of revenue 
in 1963 f-. ➔• and the cost of this concession in sub
,c:quent :, e:irs will. of course. depend on the 
:.imoun1 of new investment. but the loss mav well 
be of the order of £150.000 a year. · 

J es1:ma1e that the changes in company tax 
which I ha,·e announced will bring in additional 
revenue of some £700.000 in 1963 : 6➔ • About half 
of this :imount will be in the nature of a wind
:"all. and is related to the increase to Sh. 7 .' 50 m 
the standard rate for controlled companies. 

I now turn to individual rates oi income tax. 
1 ha,·e explained that I have not found it pos
,ib!e 10 reduce these rates but. equally. I do not 
~ropose w increase the present races. or 10 change 
,,r nwsi ::y 1he present allowances . 

All the changes in customs and excise duty 
and income tax have been agreed and co-ordin
ated with the Governments of Tanganyika and 
Uganda. 

I have 1wo more taxation measures to announce 
though. The first concerns betting. Two years ago 
my predecessor imposed a tax on football pools. 
This measure has proved successful and is oro
ducing about £ 18.000 a year in revenue. Ther~ is. 
however. a ,·ery large amount of betting on over
seas horse-~acing. and I see no reason wn\· the 
Government should not get some revenue ·from 
this source. Our proposals have been worked out 
in close ,onsultation with the experts oi the 
Jockey Cub. and the proposal is for a :1x oi 
5 per cent on the stake money for losing bets and 
5 per cent oi the ,vinnings on winning t-ets. 

It is very dirficult to make even a rea;onable 
guess at the amount of revenue which ;his ,ax 
will produ,e. but I shall be surprised i~ ,! does 
not produ.:e aoout £50.000 a year. The in:emion 
is that the Jockey Club of Kenya should under
take 1he collect ion of this tax on behali oi the 
Government and they will. in turn . recei,·e a per
centage oi what they collect and will. out oi this, 
mee1 the c0s1 of the necessary staff they wif! have 
to employ. It is proposed that this measure ;hould 
come intl' iorce on the I st July. 

My finai proposal concerns estate duty. Es1a1e 
duty was :mposed in Kenya from the 8th June. 
I 918. to the :9th April. 1959. and there i; there
fore nothing novel in this tax . One of the main 
reasons why the tax was lifted in 1959 was be
cause it was hoped that funds would be attracted 
from large es1a1es in the United Kingdom for 
investme~t in Kenya. In practice. the -liit :ng oi 
estate duty did not have much visible enect on 
investmer.,. and the main reason for the exemp
tion was removed when last vear legisla1;on was 
introducec in the United Kingdom °under which 
immovaC':e properly. wherever situated . .:-i per
sons dvin2 domiciled in the United Kingc0m was 
made ·1iab'e to l.Jnited Kingdom dUt\". II has 
also beer. . recommended in - the repor, oi the 
World B:mk \lission on the Economic Develop
ment of Kenva that estate dutv should be re
imposed. Estate duty will therefore be re:mp~sed 
on the e, t:ites of persons dying after m!dmght 
tonight. 

Estates of a net value not exceeding £5.000 
wiH be exempt. Duty will be charged on an 
ad valorr?m basis on all estates which exceed 
£5.000. The rate on estates between £5 .•)00 and 
£7.500 wiil be 2 per cent. increasing progressively 
to the former maximum of 40 per cent o::i estates 
of over :.2 million. As before, there will be pro
vision for marginal relief where an estate exceeds 
by a small margin a value above which it 
becomes liable for an increased rate oi duty. 
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It is proposed that the Board of Estate C?m• 

missioners which funcooned under the previous 
legislation should be replaced . by a single com-

'ssioner who wi'll be the Registrar-General, but 
~is inte~ded that a Valuation Appeals Tribunal 
~ould be set up to dea,J with appeals aga:in~t the 
valuation placed on assets by the Comm1ss10ner. 

It is expected that estate duty wiH produce a 
sum iu the region of £100.000 per annum. This 
iax is a tax on capital, and is also an uncertain 
source of revenue which will fluctuate consider
ably from year to year. I propose. therefore, to 
apply the proceeds of this tax to our Development 
Budget. 

I have now come to the end of my revenue 
proposals which wii'l produce a balanced budget. 
(n fact. on the basis of the estimated figures, 
there will be a smaH surplus of about £70.000. 
However. the estimates which were prepared 
before the formation of the new Government do 
not provide for a sufficient number of Ministers 
and Parliamentary Secretaries, and additional 
provision wi·ll be needed to cover the cost of these 
additional appointments. If my estimates of 
revenue prove to have been too conservative, then 
we shall have funds available to meet part of the 
cost of the Army during the last three months of 
the financiai year. If they prove to have been 
too optimistic, then it will be for us to take action 
to cover any deficit. as we can no longer go to 
the British Government for assistance ,vith normal 
recurrent expenditure. 

To sum up, we were faced with a prospective 
deficit of about £5 miHioo. Over one-third of 
this has been covered by economy measures, and 
almost exactly one-third by additional taxation. 
The remaining amount is expected to be absorbed 
by increases in revenue at the existing rate of 
taxation. 

As hon. Members are aware-with the one 
exception of graduated personal tax-the revenue 
proposals in the Fiscal Commission Report wHl 
not . come into effect until 1st July, 1964, and 
Regional Authorities can therefore rely in 1963/64 
on receiving sufficient money from the Central 
G_overnment to carry on the services which they 
wrU take over at the level provided for in the 
!963~64 expenditure estimates. However, an 
cxe_rC1Se has been carried out with the object of 
seeing how Regiona'1 Authorities would have fared 
JO 1963 ,'64 had the proposals of the Fiscal Com
nussion been brought in with effect from I st July 
1963. ' 

. The overaH position •is that Regional Authori-
ties would have a deficit of a little over 
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£1 million. which can, however, be marked down 
by the expenditure that will be transferred to 
Local Authorities to compensate for the additional 
revenue which Local Authorities will receive in 
the first half of 1964 from graduated personal 
tax. The net deficit for Regional Authorities 
would have been about £600,000. with a corres
ponding surplus of about £600.000 for the 
Central Government. The first reaction of hon . 
Members may be that the Fiscal Commission must 
have got their sums wrong, because-as explained 
in '.fable 8 on Page 116 of the Report-they 
envisaged a deficit for the Central Government of 
about £2 million and a deficit for the Regions of 
about £1 million. In fact. this is not the case. for 
the Fiscal Commission Report tables relate to 
the I 964 ; 65 financia,J year. In that year the 
Central Government will, as I ha,·e explained. 
have to find over £3 million to meet the cost of 
the Army and unavoidable additional expenditure 
on Pensions. Public Debt and other Central Gov
ernment services. The Central Government is 
therefore likely to have in 1964/65 to deal with 
a deficit of a larger figure than was suggested in 
the Fiscal Commission Report. and th~- Regions 
with a siightly lower deficit. 

The position as regards indi,·idual Reirions 
appears to be that the ·largest deficit will ha~·e to 
be faced by the Coast Region, and the next larg
est by the Rift Valley. I can assure mv KADU 
friends that the figures have not ·been manipulated 
to produce this result, and that revenue estimates 
wili be provided to Regional Authorities to assist 
them in dealing with the 1964 Local Authorities' 
budget and their own 1964/65 budgets. It has been 
assumed that the Coast Region will receive the 
whole of the unallocated three-tenths of ~airobi's 
share oi petrol and diesel revenue as recommend
ed in the Fiscal Commission Report . 

How can this deficit be met? It .::in in mv view 
not be met to any significant degree ::.,y further in
creases in taxation. which could on:v be da.na!!
ing to :he economy and to our fu:~re prospects 
of economic progress. It will, I :..:,pe. be met 
partially by increases in revenue lt ex isting rates 
of tax:Hion. but this depends upon the revivial 
of economic activity and a sustained .:xpansion of 
our national income. I believe that the incr.:ased 
investm.:nt allowances which I ha,·e announced 
will go some considerable way towards bringing 
about the resumption of private npi:al invest
ment so necessary for our economic development. 
At the 53.me time we must contint:e :o look for 
economies in expenditure and. in th is connexion. 
I am hopeful that the recommendations of the 
Local Salaries Commission will assist. We shall 
have to devise a local salary structure related to 
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East African conditions and taking into account 
the present very low incomes of the great majority 
of our people. At a time when the national in
come per head is not increasing. increases in 
wages and salaries can only be found by pro
viding wage and salary earners with a larger slice 
of the cake at the expense of others. 

The successful transfer of responsibilities to 
Regional :1-uthorities and the working out of 
Regional and Local Authority budgets will _ be a 
ciifficult task. which will demand the maximum 
amount of goodwill on both sides. I can assure 
hon. Members that the staff of my ~linistry will 
do its utmost to assist any Regional Authority 
seeking advice or assistance from them. 

I feel that I should. at this stage. summarize the 
amount or assistance we shall be receiving from 
the Bri 1ish Government in J 963 1 6-t T awards 
development expenditure of £14.1 million we shall 
be receiving £9.7 million. of which £4.6 million 
will be for Settlement Schemes and the remainder 
for the basic Developmen-t Programme, includ
ing the Land Bank. In addition. the British 
Government will be providing-as already 
announced-£700.000 for the purchase of what 
are called "compassionate case farms". There is 
no pro,·ision for this expenditure yet in the 
Development Estimates. and the necessary pro
"ision will be made by Supplementary Estimate. 

Towarcis our recurrent budget of £40.96 million 
we shall be receiving, we hope, £-U 73.000, being 
the cost of Kenya's share of compensation and 
the commuted pension payments to designated 
officers. but this is still subject to negotiation. 
However. since the estimates were printed the date 
of internal self-government-which is the opera
tive date for the Gencrai Compensation Scheme 
-has been fixed, and a second instalment of 
compensation. of which Kenya ·s share will be 
:tbou1 £: million, will be payable in June. 1964. 
We hor-e to obtain assistance irom the British 
Govcrn.ment towards this payment also. 

Outside the estimates, the British Government 
will be meeting the cost of the Armed Forces
\\ hich I have already given as C.45 million
and 11 ill be finding under the Overseas Aid 
Scheme a further sum of approximately 
£6+ mi:I,on, representing the overseas addition 
10 .. the basic salaries of designated officers, plus 
educ:11i0:1 allowances and half the cost of passages 
plus the British Government 's share of compensa-
1i,in r.:. :, men ts. 

I es, imate. therefore. that the total assistance 
towards Development will be about £IO½ million. 
and the total assistance towards recurrent expendi
ture some £15 million. This is a formidable sum, 

and we cannot. I fear. rely on assistance on this 
scale afte;. ind_e~ndence. Th~ to~al . figure comes 
to over L:> m1ll1on. and I thmk It 1s appropriate 
that I should place on record the Kenya Govern
ment's thanks. 

Mr. Speaker. Sir. as hon. Members who have 
listened so patiently will be glad to know. J have 
now come 10 the end of my review of the state 
of the economy and the Government's exoendi
ture and revenue proposals. I should have· liked 
10 have been able to provide for less taxation and 
more expansion of services, but it is unfortunatclv 
not possible for any Finance Minister to do thi~. 
I would _accept that we a_re at the moment prob
ably taking rather too high a proportion or the 
national income in . taxation but. on the other 
hand we have succeeded in making substantial 
economies and we have. in my view. spread the 
burden of taxation fairly and equitably. 

Looking to the future. the pessimist could
from the facts and figures which I have £i\·en
~rodu~ a very · black picture. He could point to 
increasing unemployment; to a fall in the real 
national income per bead: to quotas limiting the 
production of importan-t export crops. such as 
coffee and pyrethrum: to the potential daneers of 
replacing large-scale farmers by smallhold~rs; to 
the probable loss of more expatriate professional. 
technical and adminis·trative skill than we can 
immediately replace: to the difficulties of putting 
into operation a complicated new Constitution: 
and to the difficulty in raising adequate funds for 
development and the lack of any reser,·es on 
which to draw. 

One point that I have not yet mentioned on the 
development side is that in 1965. before we start 
spending any new money on development. we 
shall have to find £8 million to repay or convert 
local loans: to pay for the Contractor-Finance 
Road Project: and to meet debts due on the 
Mombasa Water Supply. 

On the other hand. the optimist could argue 
that our exports are running at a record level: 
that revenue is showing remarkable buoyancy: 
that our receipts from tourism are steadi]~· increas
ing: that the Economic Survev forecam a rise 
of at least 5 per cent in the national income this 
year; that large investment projects are, we 
believe. on the wav: and that the comine of inde-: 
pendence will itself eenerate throu2i:J0ut the 
econom\' increased effo-rt and increase-ct activity: 
He couid argue. in fact. that Kenya is on the 
threshold of a boom. 

An impartial observer. weighing up these two 
views. might. I fear. feel that the pessimist had 
the better case. I am sure that · we can prove him 
wrong. but we shall not do so . by ignoring or 
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minimizing tbe very real d1fficult1es ahead. We 
shall need goodwill and understanding within 
Keoya and witbin East Africa. and a great deal 
of help from our friends overseas. 

We must plan and work for a more prosperous 
Keoya. and if we plan wisely and work hard we 
shall succeed, but we must not allow natural 
exuberance-generated by self-government and 
independence-to dissipate the present mood of 
economy and realism. The road ahead is uphill 
and we bave, over the next two years. some very 
tricky comers to negotiate. after which we may 
find a srraigbter and smoother thoroughfare on 
wbich we can accelerate. We can look ahead to 
better times. but must keep one eye at least on 
the road or we may land in tbe ditch . Let us 
reach for the stars. but keep our foet on the 

ground. 
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Mr. Speaker. Sir. I beg to move. 

The Minister for Justice and Constituti al 
Affairs (Mr. Mboya) seconded. on 

(Question proposed) 

ADJOURNMENT 

The Speake_r (Mr. Slade): Manifestly. hon. 
:\-1 _embers lt will _ be convenient if we aciioum at 
th_1s stage. The view of the Government i; ,hat it 
will also ?e to your convenience that ,,e do not 
sit agam tor another week. 

The House is therefore adjourned until Tues
day. I 8th June. 1963. at :!.30 p.m. 

The House rose ar twenty 111inmes 
past Six r/clock. 




