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speech delivered to the National Assembry on lTth June 1970 by the
Hon. Mwai Kibaki, Minister .for _Finance, Republic of Kenya, on
presentlng rhe Budget for the Fiscal year l97ol7l (lst JLly ro30th June).

/

Mr. Spcaker, Sir,

It is customary on occasions such as this one
for the Minister for Finance to propose a Motion
and accordingly I beg to move that Mr. Speaker
do now leave the Chair.

Copies of estimates of expenditure for 1970171,
Recurrent and Development and the 1970 Eco-
nomic Survey have bein supplied to hon.
Mernbers and the Financial Statement for the
forthcoming financial year will be available to
this House after my speech this'afternoon. These
documents, Mr. Speaker, should, and indeed do,
provide a very useful background to the substance
of the proposals I have been privileged to make
in my first year of appointment to this
challenging post.

As I will shortly show, Mr. Speaker, I have
every reason to pay my personal tribuk to my
predecessor the Minister for Defence, the Hon-
ourable James Gichuru for the sound condition in
which I found the Treasury and other financial
institutions when I took over from him late last
calendar year. 'fhe overall financial position of
the Government for the period up to 30th June
])69, which he forecast in the last Budget Speech

<di$ in fact improve by about Kf3.2 million to
ab6ut Kf4.7 million for the reasons he then gave
and which I do not need to repeat now. I intend
that my speech should be as short as I can pos-
sibly make it.

His expectation that Development Expenditure
in 1968 169 would reach Kf26 million was
achieved which means that project implementation
was at a much higher level than ever before.
There now does exist definite indications that the
executive capacity of Ministries and Departments
has significantly improved and all those concerned
should be congratulated for this welcome develop-
ment.

I am very hopeful that the Government will
have an overall credit balance of about Kf,4.9
million as at 30th June 1970, thus maintaining,
more or less, the same position as at 30th June
1969.

I expect that Development expenditure as at
30th June 1970, will reach a record grcs figureof Kf30 million after excluding about kt3
million recently voted towards the purchase of
shares in the East African power and Lighting
Company. If my forecast proves right, and I am
hopeful that it will, the rate of oxpenditure on
projects will be yet another yardstick of the extdnt
to which the Covernment has managed to mini-
mize the constraints on Development which we
experienced prior to 1968169. The expenditure
will also show that we shall have exceeded the
Development PIan target of Kf29 million for the
year.

Mr. Speaker, Sir, development expenditure this
year has, as I have already stated, been the highest
ever and the financing of this has not been
achieved without problems here and there. At
the time of compiling the estimates, it was as-
sumed that receipts from external sources would
be of the order of K€14 million and that we
would be able to raise about K{15 million from
local sources including transfers from the ordinary
recurrent revenue. For a variety of reasons, how-
ever, these Droportions have not in practice been
maintained. The first reason is that implementa-
tion of projeetsdi6iEd.ftom external loans has
not proceeded at the levellorecast at the begin-
ning of the financial year. The second reason
arises from a procedure on which many donor
countries have insisted we should follow and this
is that we have to spend our own funds first and
submit to thsrn, on a more or less quarterly basis,
certified accounts to justify reimbursements. It is
not my intention to complain about the procedure
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but the point I want to make is that claims relat-
in to the last quarter of this financial year will
not have been processed, submitted and reim-
bursed at the end of this month.

The recurrent expenditure has considerably
increased during the year, mainly because of the

Government's decision to take over primary edu-

cation, roads and health services from county
councils but partly to finance certain services

which could not have been foreseen at the

time the printed Estimates were prepared'

The estimaied amount the county councils

would have spent on education, roads and health

services during the period lst January to 30th

June 1970. is a part of the revised estimates'

Later in my speech I will return to this subject
but for the present, suffice it to say, I expect that
the additional expenditure will be more than off-
set by increases in recurrent revenue mainly from
the income tax, crrstoms and excise, and to a lesser

extent, by an estimated sum of K€750,000 from
the graduated personal tax which would otherwise
have accrued to the county councils. As the

Financial Statement will show, I expect to end

the year with a surplus of about Kf6.3 million in
the Recurrent Account notwithstanding the con-
siderable transfer I have sanctioned into the

Development Account. I have been able to transfer
Kf6 million from the Recurrent into Development
Account partly because of the buoyancy of the

recurrent revenue and partly because of the con-
tlol my Ministry has exercised over the recurrent
expenditure. It is important, and indeed vital,
that the control should be regarded as a perma-

nent feature of our financial administration.
Chapter 5 of the l97O-74 Development Plan is

quite explicit on this point and, I quote: "Since
Kenya has such a low average income level and a
corresponding shortage of private capital which
can be devoted to investment, the Government
must exercise strict economies in expanding public
recurrent expenditure in order that it may channel
a fair share of the available financial resources

into investment". It must be accepted that
friendly countries and institutions who want to
help us will do so more if we actively and in
practice demonstrate that we are also doing every-
thing humanly possible to help ourselves. In
recognition of this, it is my desire, and I hope

that of this House, that we must maintain the

policy of using our scarce resources to the maxi-
mum :rnd on the essential and necessary, as

opposed to merely desirable, services the demand
for which we are unlikely to satisfy in the imme-
diate future. We must also aim at planning and

carrying out projects which will provide a better
way of life to many of our citizens and avoid
prestigious proiects which elsewhere have landed
some of the developing countries into many finan-
cial difficulties. We should continue to welcome
private investors whose money we obviously need

if the rate of economic growth we have set our-
selves to achieve is to be attained. In this respect,

it should not be necessary, other than in passing,

for me to refer to the safeguards given to overseas

investors in the country's Constitution, the Foreign
Investments Protection Act, and our taxatioD
policies. There must, however, be deliberate
policies by private investors to involve the local
people and particularly workers, more meaning-
fully into the ownership and management of
enterprises.

Earlier in my speech, I did say that I would
return to the subject of transfer of primary
education, roads and health, including G.P.T.
from the county councils to the Central Govern-
nrent. I consider it necessary that I should on
behalf of the Government take this opportunity
to dispel any misunderstandings which appear to
cxist amongst some people as to the intentions of
the Government in the take-over of the services.
To those who are in possession of the facts of
this matter but appear to be bent towards their
distortion in order to confuse the public, I can
only say for the present that they should not cut
their nose because they will spite their face and
that they need to note the following, though brief'
background to the Government's action.

During the first year of our independence, the

Constitutir:n then in force, it will be recalled, Mr.
Speaker, Sir, provided for regional governments

and ulso a new set-up of the local authorities.
It also delined the sources from which the Central
Government, the regions and local authorities
would obtain their revenues respectively. One
such source for the local authorities was a grant
of Kfl.5 million from the regions. On llth
December 1964, Parliament amended the Maiimbo
Constitution and as a result abolished regional
governments which then meant that the Central
bovernment would pay the Kfl'5 million annual
grant which the regions previously gave to the

iocal authorities. The Central Covernment also

took over the financing of what were then regional
schools. ln 1964 165 Financial Year, therefore' the

Central Government gave to Iocal authorities
grants of Kf2.4 million and in the following year'

1965 166, the grants rose to Kf3'2 million because

the local authorities accepted salary increases

knowing quite well that they had no funds with
which to pay. The grants provision for the
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Financial Years 1966/67, 1967168 and 1968169
were K!2.4, Kf3.l and K{4.5 million respectively.
An amount of Kt4.2 million was provided in this
year's Estimates. It is, therefore, evident that the
Government, over the last six financial years, has
gone out of its way to assist the county council$
to finance the services entrusted to them until last
December. Despite this massive financial assist-
ance, however, the major services continued to be
a matter of concern not only to the Government
but also to the public; in the majority of county
areas, teachers went for days without pay, roads
were deteriorating and medical services changed
for the worse in quality. Books of accounts re-
mained unaudited because they were never kept
properly and it was, therefore, difficult to know
at any given time the financial position of any or
all of the county councils.

Some of the causes of this state of affairs were
given to this House by the then Minister for Local
Government last October and they are briefly,
mismanagement, dereliction of duty, incompet-
ence, failure to collect revenue, failure to keep
accounts, failure to maintain financial control,
misuse of funds, and decisions based on local
political expediencies. No Government which
respects itself or expects to be respected could
have allowed under any manner of excuse these
disclosures to continue unchecked and the take-
over of the services means that they will in
future be provided without interruption. I have
ensured that the necessary funds have been pro-
vided in this and the next financial year to meet
expenses arising from a more reasonable level of
services.

I must assume that hon, Members have studied
carefully the 1970 Economic Survey; for although
the survey forms the background to my Budget, I
do not have time this afternoon to do more than
highlight some of the more important features of
the state of the economy which have led me to
reach the decisions I shall announce later.

In spite of the currency uncertainties that per-
sisted through 1969 the year was a good one for
world trade. This was important to us, for it
meant that overall our exports were able to benefit
from the higher shipments of coffee and tea. The
outlook for the year ahead is not so good. It is
quite clear that the economy of the United
States has slowed down considerably. Other
industrial countries are being influenced by this
and are reacting to it-indeed, possibly over-
reacting. If this situation persists, we must expect
that the industrial countries will cut down on the
stocks of commoditiei they buy from us and in

all probability cut down on the quantities they
buy for consumption, I must, therefore, warn the
House that we may be faced with a worsening of
the terms of trade squeeze we have experienced
in the past-our own export prices falling while
import prices continue to rise, for there seems to
be no let up-indeed a worseniDg-in the rate
of inflation persisting in the industrial countries.

The steps that the Government has taken in
recent years to diversify the Kenya economy and
make us less dependent on overseas trade will
help to isolate us to a greater extent than pre-
viously from this squeeze; but if we are to main-
tain the pace of development scheduled in the
Plan we must purchase capital equipment and
necessary intermediate goods from overseas. We
are still vitally dependent on our overseas trade
and I have had, therefore, to take into account
the serious situation threatening in the world
economy in shaping my Budget.

Although I expect the present level of coffee
prices to be maintained in the coming months
because of the special circumstances affecting
Brazilian production, I fear we may see some fur-
ther fall in the prices of our exports with a con-
sequent eftect on domestic income. On the other
hand, weather conditions in Kenya this year have
so far been quite good and I hope in consequence
that we shall achieve higher levels of agricultural
income. Overall, although I fear that we shall not
increase domestic income to the same extent as
domestic production because of worsening terms
of trade, I am confldent that further progress will
be made in the achievement of national pro-
siperity in 1970 and that the revenue on which
this Budget is based will benefit in consequence.
I shall, however, continue to watch the trends in
the world economy closely and trust that the
present set-backs in economic activity overseas
will not be allowed to deteriorate into a world
recession. A serious recession in the world
economy would be a serious setback to our own
development.

The out-turn of our own economy in 1969 was
rather worse than forecast in the Economic
Survey of that year. Gross domestic product rose
by about 5{ per cent overall which meant that the
year must be counted as a relatively poor one.
But in spite of a lower production of maize and
wheat, total farm income was higher than
expected, largely because of unexpectedly higher
prices for coffee and tea. The fact that nearly
300,000 small farmers now grow either coffee or
tea means that this higher income was widely
spread throughout the rural areas and was not
received merely by a few plantation owners as in
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the past. Even though farmers' incomes from
maize and wheat were lower than in the previous
year they were still significantly higher than a few
years ago. Production of wheat and maize was
still in excess of local consumption and the House
will recall that a total of Kf?l million was voted
to pay for export losses incurred in the year on
these two crops. This represented a subsidy to
farmers.

Manufacturing had a very good year in 1969.
The Government's policy of active encouragement
of industrialization has started to bear fruit'
The quantity of production was I I per cent higher
than in 1968, a remarkable rate of advance, and
the expansion of manufacturing production is

now saving us substantial amounts of foreign ex-
change, since we no longer need to import as

many consumer goods as previously. on the
other hand, from the Treasury point of view,
there is no doubt that this has affected the revenue
we have obtained from import duties, which is

why, from time to time, we have to look round
for other sources of revenue. I regard this factor
of less importance, however, than that jobs are
created and foreign exchange earned or saved by
our industrialization programme.

Tourism was also maintained at a very high
level. The number of visitors coming to Kenya
was higher although the amount of foreign
exchange earned did not quite reach the record
1968 level. The growth of this industry with the
concomitant expansion of hotel development and
touring firms also provides many jobs-an esti-
mated 20,000 and is an important source of
foreign exchange and one reason why our balance
of payments has improved so remarkably over the
last two years.

The service industries generally reflected the
slower progress of tourism and did not advance as

fast as in previous years in consequence. Other
industries which did not progress as fast as usual
were the transport and communications industry,
wholesale and retail trade and fishing.

The building and construction industry had
another year of expansion, partly because of the
continuing building boom in Nairobi and partly
because of Government's heavier development
expenditures on road building. The level of
activity in this industry was 17 per cent higher
than in the previous year and this was achieved
without any further signiflcant increase in building
costs. The rise in building costs, of considerable
concern to Government a year ago, now seems to
have levelled out and the industry has adapted

itself to a rising level of demand. On the other
hand, it would seem that the building industry has
achieved this relative stabilization of costs by sub-
stituting capital intensive methods of building and
the rapid growth of activity in the industry has
not, as expected, had a significant effect on the
unemployment situation-indeed the Economic
Survey shows a l0 per cent fall in building
employment in 1969.

Perhaps I should at this point say something
about the eniployment situation. Last year there
was a rather higher rate of growth in wage-paid
jobs than has been experienced in recent years--
3.4 per cent-but this was almost entirely due to
expansion of agricultural employment created by
the higher coffee and tea crops and a 7 per cent
increased employment in the public sector. This
is still some way behind the PIan target of an
increase of more than 5 per cent per annum
which is why the President announced in his
Madaraka Day Speech a new Tripartite Agree-
ment to reduce unemployment. As stated in the
Development Plan, the Government proposes to
introduce an Incomes Policy covering wages,
profits, rents and prices. The section of the
Development Plan entitled Incomes Policy lays
down principal policy guidelines on our Incomes
Policy. Active steps are being taken to amend the
Trade Disputes Act in order to re-structure the
Court to enable it to implement a wages policy
consistent with the principles laid down in the
Development Plan. The Government will soon
give guidelines on minimum wages to the Court.
To enable the Court to undertake its task ade-
quately a group of professional and technical staff
will be attached to the Court to do the necessary
research.

I have already commented on tlre fact that 1969

was a year of below average growth in the
economy. Although I am confident that there will
be a rather better performance this year, I have
been actively searching for ways to stimulate the
economy further and accelerate the creation of
job opportunities. It has become increasingly
clear to me that the economy is not at full stretch;
not all the resources available are being used. We
have been running a very substantial balance of
payments surplus and the liquidity of the banking
system has risen sharply. I am convinced these

two trends are not unconnected.

In 1968, the balance of current and long-term
capital transactions in our balance of payments
showed an adequate surplus of some Kf l0 million.
In 1969 this surplus moved up to a record Kf23
million and although it is possible to take some
comfort in such a healthy situation, a surplus of

4
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this size does represent resources which are not
being used for development. I have in fact
:rlready taken steps to utilize some of these

resources by obtaining an advance of Kf5 million
from the Central Bank for the Development
Exchequer and as indicated in the Development
Plan, I intend to arrange for more :rdv:rnces from
this source in the coming years if the situation so

allows.

Lest there should be any misunderstanding
about this balance of payments surplus, it is per-
haps worthwhile dwelling for a moment on the
reasons why it has occurred. In the first place,

there was very little change in imports last year,
while exports on an adjusted balance of payments
basis showed an increase of Kf5 million.
Secondly, private capital flows increased, partly
due to the requirement of the Banking Act that
the foreign banks should increase the amount of
assigned capital deposited with the Central Bank,
but partly also due to an increase of private
foreign capital investment in Kenya. Thirdly, net
borrowing by Government and the East African
Corporations were, taken together, rather higher
than last year.

There is, however, no doubt in my mind that
if the private sector had been developing at a

faster rate, the level of imports would have been
higher and our balance of payments surplus lower.
There were, however, special factors involved in the
import situation: the fact that some Asian traders
have been running down stocks in anticipation of
leaving the country has, I am sure, been one
reason why we have seen no significant import
growth over the last few years, while the steady
growth in import substitution industries has also
influenced the overall level. But whatever the
reasons for the balance of payments surplus, the
fact that we have achieved it and built up our
foreign exchange reserves to Kf75 million, equiva-
lent to about seven months' imports, means that
our economy is in a very strong position to tackle
the problems of financing the new Development
PIan.

There are three incidental points I would
like to mention in connexion with our foreign
exchange reserves. Firstly, the total of Kf75
million I mentioned a moment ago, includes
Ktl.9 million in the form of Special Drawing
Rights issued by the International Monetary Fund
in conformity with the agreement reached at the
annual meeting of the Fund two years ago in
Rio de Janeiro. These drawing rights represent a
paper increase to reserves but are freely con-
vertible in balance of payments need. This world

scheme to increase the total of liquidity available
for world trade must be regarded as one of the
most import:rnt monetary changes the world has
ever seen.

Secondly, the Government proposes to bring
legislation to this House covering the formation
of a State Re-insurance Corporation of Kenya.
This new corporation will undertake the writing
of all re-insurance for the country which will
represent a substantial saving of foreign exchange
since all this business is undertaken overseas at
the present time.

Thirdly, arrangements are in hand to establish
a Workers' Investment Trust and legislation to
that effect will be brought to this House shortly.
The control of the trust will be shared between
the workers, the enrployers, and the Covernment.
The law will require that all provident funds and
other savings invested overseas shall be brought
back to Kenya and in this way our foreign
exchange reserves will improve further. The
Workers Investment Trust will thus provide the
vehicle for the participation of workers in the
ownership and management of certain sectors of
our economy.

The strengthening of our economy since
independence has meant that whereas in 1963164
we financed only 87 per cent of our recurrent
budget, in 1970 l7l, we shall effectively finance
100 per cent from our own resources. On the
development side, domestic finance was only able
to finance about 12 per cent in 1963164, but in
1970171, I expect to finance over 70 per cent
flom domestic sources of finance. We are, there-
fore, in large measure relying on our own
resources to achieve our development. It would,
however, be wrong for me to give the impression
that we can now manage entirely without financial
assistance from overseas. The current account of
the balance of payments-as opposed to the
current and long-term capital accounts taken
together of which I was speaking a moment ago-
is still in deficit and the projections in the Deve-
Iopment PIan show that if we expand our economy
as planned, this deficit will grow very substan-
tially. It will, therefore, be necessary to cover this
current account deficit-as in recent years-with
loans from the international lending organizations
and friendly countries.

I shall, however, endeavour to reduce our
dependence on overseas loans as far as possible,
so long as this does not cause me to introduce
measures which retard the growth of the economy
and employment. Our best hope of achieving this
aim is to increase our export and tourist income
as rapidll'. as possible and to reduce our need to
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purchase goods and services overseas whenever
these can be produced in Kenya. Hence "Buy
Kenyan Build Kenya".

It is, therefore, gratifying to observe that our
exports reached a new record in 1969. Imports
were also a record but the increase was less. so
that a narrowing in the balance of merchandise
was achieved. The increase in imports was in fact
due to special factors such as the arrival of a new
VC l0 for East African Airways. While there was
an increase in imports of capital goods and basic
materials, imports of food, drink and tobacco and
consumer goods declined. Since these are the
things we can produce ourselves we must continue
to strive to replace imports in these groups.

Trade with our East African Community
partners was still a little disappointing. Our ex-
ports to Tanzania and Uganda did move up but
still did not achieve the 1966 level. Imports from
Uganda and Tanzania in fact recorded a further
decline in spite of our desire to increase our pur-
chases from our partners in the Community. The
Covernment will continue its efforts to remove all
artificial impediments to trade within the
Community Common Market.

One reason why imports did not rise in 1969
was that--as expected-there was no great expan-
sion of capital formation. The increase of about
6 per cent in real terms recorded in the Economic
Survey was influenced by the fact that capital
expenditures of the East African Community were
lower and that although there were a number of
large capital projecs in the pipeline, they had
not been brought to completion during 1969. In
part alsc', this was a reflection of the slackness in
the economy but I am confident that the rise in
capital spending necessary for the achievement of
the Plan production targets will start to be evident
during 1970 and 1971. The Government itself
proposes to set a lead in this-as in fact it did
Iast vear-by expanding its development budget
on a net basis by 25 per cent (excluding the special
transaction to purchase the expatriate holdings of
East African Power and Lighting).

I propose to take up the slack in the economy
by expanding both the development budget and
to a lesser extent the recurrent budget. Total
Government expenditures in 1970 l7l on a gross
basis will reach a level of about Kf 141.5 million
compared with about Kf 120 million in the
current year and will reflect an increase of 17 per
cent. I have satisfied myself that the resources are
available to support this expanded budget and that
in the present circumstances of slackness in the

economy there is an obligation on me to take the
initiative in this. My budget is a budget for
expansion to ensure that the targets the Govern-
ment has set itself in the PIan are achieved and
that the economy as a whole is set on the chosen
course. This does not mean that the budget is
inflationary. It is designed to utilize human and
capital resources that are Iying idle and to achieve
an acceleration of the economy to a level it is
quite capable of sustaining without inflation. These
higher expenditures will create new opportunities
for the enterprise sector and I look to Kenya firms
both publically and privately owned to expand
their capital expenditures to seize these opportuni-
ties by expanding capacity and increasing produc-
tion. The Government is showing the way with its
spending budget for l970l7l and the private
sector has the opportunities to follow.

Before I move away from this part of my
speech, I want to say a few words on costs and
prices and industrial protection. The House will
be aware that price control has for some time now
been imposed on those consumer items which the
Government considers essential for wage earners
and lower income group of our community. To
make this control effective and to protect the con-
sumer from unscrupulous traders, we have
expanded the price inspectorate which is now able
to operate in most parts of the country.

It will be recalled that the Government spends
a substantial amount of money on subsidies to
agriculture, mainly as a means of supporting agri-
cultural exports and reducing the cost to the
farmer and consequently minimizing the cost to
the consumer. In order to clearly establish the
cost of agricultural inputs, a working party will
shortly embark on a study of economic aspects of
these inputs with emphasis on machinery and
fertilizers.

In the industrial front, it is the Government's
policy to encourage viable industries to establish
locally, mainly in order to provide employment and
substitutes for imported goods and to increase
our exports. As a measure towards this objective,
the Government spent over €1 million for the
year 1969 on customs duty refunds for raw
materials imported by industrialists for local
nranufacture, and several firms have been gazetted
for customs duty remission on such materials. The
problem which has in the past been experienced
by certain categories of firms in claiming duty
refunds has now been to a great extent overcome
by the introduction of a category of firms to be
regarded as concessionaires for the purposes of
customs duty refund and in relation to our export
drive.

6
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I now turn to the 1970/71 Development Esti-

mates which stand at a gross sum of about
Kf37.9 million and a net total of about Kf36.5
million. Relatively, the net amount exceeds the
expected expenditure in 1969 170 by Kf5.5 million
and the Development Plan allocation for
t97Ol7l by Kf3 million.

In my consideration of the expenditure I have
proposed to this House, I have been influenced
by the facts, that project implementation has
improved remarkably and that it will continue to
improve, that the expenditure will represent real
development and capital formation, that the
existing liquid position of the monetary sector
is capable of financing the local component
of the estimates, that revenue receipts from
external sources will be higher than previously and
finally, my belief that we can and should be able
to implement a more ambitious development pro-
gramme than we have set ourselves to achieve.

I should, however, warn that we shall have to
recognize that the changes we all look forward
to are dependent on the devotion and performance
of our development agencies, be they Govern-
ment Ministries, statutory boards, the private
sector, the Armed Forces or the Civil Service.
Much too much unnecessary and uncalled for
criticism has in the past been voiced in this House
and elsewhere, against some of these vital instru-
ments of development. I am sure that we all want
to see a well-disciplined, contented and emcient
Civil Service whose performance should be
encouraged and not interfered with. As an hon.
Member stated recently in this House, time has
come when M.P.'s should stop regarding civil
servants as outcasts.

Mr. Speaker, Sir, I cannot promise hon.
Members that my speech this afternoon is going
to cover every aspect of next year's development
programme because there would not be sufficient
time for me to do so and furthermore because
details of programmes and projects provided for
can be obtained from the printed copies of the
Estimates.

It should, however, be noted that the provision
for roads heads the list with gross allocation of
about Kf 10.4 million, the greater part of which
will be in relation to continuing projects. The
importance of roads as a means of communica-
tion cannot be over-emphasized in relation to the
activation of other fields of development and the
allocation I have proposed should be seen in the
context of other sectors and subsectors such as
education, health, agriculture, marketing and

7

trade. In the development of our road network,
therefore, more should be seen than what meets
the eye.

The Ministry of Agriculture takes up the next
largest provision of about Kf4.5 million allocated
to three areas of expenditure. Expenditure on
agricultural services is expected to be slightly over
KI2 million, about Kfl million being for agri.
cultural credit through the Agricultural Finance
Corporation. The remainder will be spent on the
development of the Livestock Industry and in
particular on veterinary services, the Range Live-
stock Project and the Range Management Services
on the one hand and on land transfer through the
Agricultural Development Corporation and Agri-
cultural Finance Corporation on the other.

The Ministry of Agriculture is also responsrble
for water and irrigation for which, respectively,
rllocations of about Ktl.2 million and Kf342.000
have been made.

In the same order and approximation, Housing
will take up Kf2.53 million, Health KfZ.4
million, Building and Works Kl2.l8 million,
Education Kfl.4 million, Lands and Settlement
Kfl.7 million, Commerce and Industry K€1.7
million, Lands, which includes Land Consolidation
Kfl.3 million, and Power and Communications
K{l.l I nrillion.

My financing proposals envisage that I will
obtain Kf23.9 million from local sources includ-
ing a transfer of Kf6 million from the recurrent
revenue, and Kf 14 million from external sources.

Mr. Speaker, Sir, I now turn to my recurrent
expenditure proposals for 1970 l7l and as it will
have been noted from the printed Estimates. I
have already tabled before this House, I have
planned for a gross expenditure of about Kf 103.7
million which represents an increase of slightly
over Kfl6 million if all supplementary appro-
priations for 1969 170 are taken into account. The
net revised expenditure for this financial year
stands at a figure of about Kf75 million so that
comparatively the 1970 l7l net expenditure is up
by about Kfl2 million. Appropriations-in-Aid
have also increased by roughly Kf2 million.

Both gross and net estimates, as would be
expected, are the highest ever. There are three
major factors to account for this record increase.
The first, of course, is the higher Ievel of activities
of Ministries and Departments in the implementa-
tion of the Second Development PIan. The second
is that the public debt and subscriptions to certain
international institutions have gone up consider-
ably. The third which is in a way related to the
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first, is that the cost of running the services taken
over from the county councils is, as far as it
could have been assessed, fully reflected in the
Estimates.

The largest allocation is under Vote 24-The
Ministry of Education-which will take a net pro-
vision of over Kflg million or about 29 per cent
of the total net sum to be voted for Ministries
and Departments. Compared with the current
financial year the Vote has increased by about
K{6.6 million. The comparison, however, does
not fully reflect the cost of Primary Education,
a half of which is included in the 1969/70 esti-
mates of expenditure. I have estimated that the
cost of primary education will be a gross sum of
about Kf 13.2 million, and that Appropriations-in-
Aid of about Kt4.3 million in respect of tuition'
boarding and equipment fees will be applied to
reduce the gross to net expenditure of about
K{8.9 million. The estimate includes the cost of
the recent Industrial C.ourt Award to Primary
School Teachers. The establishment of the Uni-
versity of Nairobi as from the lst of July next
accounts for an increase of Kf934,000 and there
is also an increase of K€375,000 relating to 158

new classes in secondary schools. Extension of
technical education at the Nairobi Polytechnic
accounts for K€55,000. The Ministry will in the
light of its expanded responsibilities require addi-
tional administrative staff and these will call for
expenditure of about K{39,000.

Now that the Central Government is respon-
sible for financing the cost of primary education,
teachers should have no fear of not receiving their
salaries on time; parents and pupils should be

relieved from their experiences in the last few
years.

The next largest provision relates to the pay-
ment of the public debt which has gone up to
about Ktl6.8 million, representing an increase of
about Kf6.9 million. This last amount is almost
ofl-set by rcvenue receipts I have estimated for
in my revenue proposals and in this respect, I
expect to receive about Kf4.2 million from the

East African Railways Corporation in relation to
their share of the Railways 2* per cent 1965 l7O
and 4| per cent 196117l loans which will mature
during l97Ol7l Financial Year. Another sizeable

receipt of Kf2 million will come out of the Sink-
ing Fund established by the Government for the
purpose of servicing our share of the Railway
Loans. Other Funded Debts, including interest on
deposits, short-term borrowings, and internal loans
raised in 1968169 and 1969 170 Financial Years

account for the balance of the increase. The net
rise in our Public Debt obligations is, therefore, of
the order of about K€700,000. I am, however, not
unduly worried about the amount of money we
have borrowed or intend to borrow so long as the
money is used to finance viable development pro-

iects which, I am confident, should generate
incomes in excess of our repayment requirements.

While on Consolidated Fund Services, there are
two other items of expenditure which, Mr.
Speaker, Sir, I feel I ought to bring to the atten-
tion of the House. The first relates to what I
informed the House early this calendar year that
the British Government has now agreed to take
over with effect from April 1971, payment of
pensions to expatriate officers who worked for the
British Government in Kenya prior to our
achievenrent of independence. The pensions bill
should, therefore, come down considerably in the
Financial Year l97l172, possibly by about
Kf2 million.

The second aspect of the Consolidated Fund
Services which I should like to bring to the atten-
tion of the House relates to a rise of about Kt2.5
million under the item dealing with our subscrip-
tions to international organizations. When we
joined the International Monetary Fund, we were
allocated a quota subscription of 25 million
dollars or about Kf8.93 million of which we were
required to pay about Kf2.2 million under the
Bretton-Woods Agreement Act. In view of the
fact, however, that we were then operating under
the Currency Board and our foreign reserves were
not in a healthy position, we were allowed by the
Fund to pay Kf0.8 million in cash and the balance
in Promissory Notes. We have sincc then re-
purchased Promissory Notes worth about
KI300,000 and about K€l.l million will be needed
in the next financial year to re-purchase the
remainder.

Of the K12.5 million, the balance is accounted
for by the recent decision of the International
Monetary Fund to increase quotas allocated to
member countries. The main purpose of increas-
ing members' quota is to improve international
liquidity which should in turn promote the healtby
growth of international trade and the flow of
investment capital. A member's borrowing from
the Fund is based on the quota the member has
acquired in it. It follows, therefore, that the
increase in our quota also means that our borrow-
ing facilities will improve and although we do not
in the near future need to borrow from the Fund
in view of the satisfactory position of our foreign
reserves, it would be unwise on our part if we
were not prepared for that rainy day.

8
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The Vote for the Kenya Armed Forces is the
third largest with a net provision of about
K{6.15 million. In order of magnitude, it is
followed by the Ministry of Health with estimated
expenditure of slightly over Kf6 million. Included
in the latter Vote is a sum of Kf.l.32 million to
meet expenditure on Health Services taken over
last January from the county councils and which
reflects the Development PIan target of the rate of
growth of the services.

The provision for the Ministry of Works reflects
a net additional amount of Kf615,100 which will
go towards maintenance of roads taken over from
the county councils and also to meet expenses
arising from more rented housing and office
accommodation. This additional amount includes
about Kf220,000 to be spent on minor feeder
roads previously maintained by county and area
councils from their own financial sources. For a
true comparison between the Financial Years
1969l70 and 1970171, however, the Supple-
mentary Estimate of about Kf600,000 presented
ia 1969 170 should be taken into account.

At a glance, it would appear that the Votes for
the Ministry of Agriculture and the Police Depart-
ment have had a cut if compared with the
provision shown against 1969 170 Financial Year.
This, however, is misleading in that the 1969 l7O
Estimates include large items of expenditure which
do not require to be provided for in the l97Ol7l
Estimates.

These then, Mr. Speaker, Sir, are only a few
examples to show why and how my proposals in
relation to the recurrent expenditure lor l97ol7l
have gone up to the extent indicated in the
printed Estimates.

I must turn now to the financing of the expendi-
ture programme. We have, in Kenya, been
fortunate in a number of ways in recent years.
Taxation revenue has in the main been very
responsive to the growth of the economy and
although there have been increases in taxation
both for revenue purposes and for purposes of
protecting local industry, most of the growth of
reyenue can be said to have derived from a
normal expansion of the economy. Income Tax
receipts have risen by ll5 per cent since 1963/64,
Excise receipts by 113 per cent and Customs
receipts-affected by Government measures to
protect industry-by 63 per cent. It is this natural
increase affording me an expected increased
revenuc of some Kf4* million in the coming year

-which will in large measure meet the higher
expenditures in the recurrent estimates.

I have already indicated that the current high
level of liquidity in the banking system represents
unutilized resources for development and that I
propose to organize those resources as necessary.

Over KflT million was raised in Ioans and
advances from the local market in the financial
year coming to an end-more than twice as much
as in any previous year. If it had been necessary,
I am sure that I could have raised more than this
total. It is interesting to note that the National
Social Security Fund is now the largest investor
in Government Stock, holding over KtlT million
nominal value at the end of 1969, an increase of
Kf7 million over twelve months earlier. It is in
this way that the savings of. wananchi are orga-
nized to finance national development. It is
apparent that these savings are now increasing
regularly every year.

9
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In some of the llterature we read., Benjamin
Franklin 1s quoted. as having sald., ttlr this tvorld.
nothlng can be said. to be certain except d.eath and
taxestr. f have this afternoon nothing at all to say
about death since I am clearly not oualif 1ed. to d.o so.
I vrill merely talk about taxes, and. in accord.ance wlth
our Parliamentary practlce, I request, lvir, Speaker, that
the folloiring part of my speech be talcen as a Notice
of iliotion to be placed before the Committee of 'r:a/s and-
lileans vrhich will coiisid.er in d-etail the measures I arn
about to anncunce.

f have been impressed., ],ir. Speaker, by the
fact that lve shall have to spend. very substantlal sums
on the d.evelopment of our airports to keep pace wlth the
expansion of traffic using them and I feel that 1t is
necessary tirat the people who enjny the benefit of these
expend.ltures should. provid.e me with a rather greater
contributlon to the cost nf servicing the capital
invclved. in building the airports and. the cost of' running
them on a da)' tc; d.ay basis . I have, theref ore, d.ecid.ed.
that, as 1s alread.y the case in Tanzania and. Ugand.a,
a fee v'iill be charged. on all passengers who pass through
thc ;airports at-i.aii,..'iti, l-o;.)a:iIr,, '.1slu, ..:'lir::it-ai:d_ Kisui,ru
en route to d.estinations cutsj-d.e l(enya. This f'ee vuill
be I(Shs .LA/- per head- and i,vill. be collectable by the
airl-ines and- travel agents as f rom to-morrcvu. Everyone
travelllng to d.estinatinns outside of Kenya thrnugh
an airpnrt will be required. to sholv a ticket indicating
that they have pald the necessary fee to pass through.
I expect to obtain approximately KS1301000 from thls
measure in the first year and increasing amounts in
future years as nur tourist ind.ustry expands.

it{y second. measure, lvhich 1v111 aff'ect a great
many more of our citizens, is to abollsh the present
system of annual rad.io and televislon l-icenses, In its
place, the lvllnls ter f t-.r fnforrnation l.,,ill lntrnd.uce a
system of nnn-renevrable permits tc receive rad.io and.
televlsion broadcasting. These permits 1v111 be attached.
to each reeelver nor,v in exi-stence and. each recerver
put'chased. 1n future. Every license issued. f or the
year l9o9/70 wi}1, as from to-day, represent the permit
for a single receiver ah'ead-y 1n the hand.s of ind1vid.uals
and will not as 1n the past need. te be renewed. every
year. Every person, however, vlho purchases a new
receiver as from the Ist July wlrl be erpected. to
purchase a permit thrcugh his rad.io or televisicn
d.ealer at the same tlme. It lvil1 be the responsiDllity
of both the purchaser and. the sel-ler to ensure tliat this
permit is obtained. and peualties will be i-mposed. on
either or bcth the parties lnvolved- j-f sales are und.ertaken
wlthout the issue ef a permit. Similarly, anyone
nov't in possession of a rad.io or television receiver
lvho is not in possession of a license will be liable to
prosecution 1f he does not hasten to cbtain one of the
new permits. No questions wlll be asked about why he d.oes
not possess a license ncw 1f this is dcne i:nmed.1ately.
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The cost of the--tro,"Frerleuyable permJ-ts r,,rj.l-l be
exactly the same as i,he prcse.r:t annuai licenses that is
i(S}-rs .;{/- f c: a tr:-i:rris j-,:n ri-crliving permlt anrL. I(Shs .20/-
f or a rad.j.c receivrng pi;::r.,tt t. By an a:lendn--,itt tc the
relevant regulat-icns nr"iDl..shed. to <1ay a nc-!v for,r of
license is lntrod-'.iced. i'oi tue year rc7A/7\ effectirre lst
Ju"1y. Tirj-s ;'j.11 be i-sed. riittj.l a, siirtstant:l',re a.nenCment
to the Br'c adi as u R,:';'-i-l l-ng r ..:i ccns -ing )
can be cor.rs.,-oered- brr the lii'use;, In the m.;a.lrtime, it
iv1ll not be ilecessarlr i'rrl' tjrcse j.n possess j-on nf a
receiifrg lj.cense lt'tr L969/.iCt-:r, reney/ tlial Ljcense
and- no p.rosecutj-er r,;j.lL- be instii;rrteci if ti-rey r1o not.
ife sha.ll, hoiver/er, c,-li;inue to prcsccute l.hose fnund.
not to be in possessi-(.n cf any foiii of license i',r llermitat a11,, I ex1:ec-i, Lo iose a ce::tain amcrr.nt nf revenue
from this measure but a1; tnc sane tine l hope to be al:le
to save part of' the srrb-qtairi,ial cosL ni' adlnln-Lsteri.ng the
licensing S).stem eacli yeer wlt-:-c[ }tas ilvo1ved a
llcense registry anrl expens ive i nves ti gati on ; pe rat'inns.

Thirdl;'' there art a nu.ilbe:: of ciranges f
propose to introd.uce into the custcrin tariff'. These
may be d.-ivld.ed. broad"ly ;-rrho four groups,, Tlie first
group covers measu.r:es to ali-gn tariff s on I'o.rcf i tems
t,. a general r'ate n.f iiO ,oel' cerrt, T'his r,ri-l.: cause
some increase in the tar."if_i - geneually frour 30 or ZT+
per cent - for the i'oll,-,w*ng iterrs: sal LcC flsil; d.rled.
grams ; rcnts and. tult,:r's ; plncessed. cc-f f ce; inatcl;
cereal and other fl.rr-rs ; ma-l-t - sugar beet and- cane;
mol-asses (bu-t not manur'actureo. lsugar'); l-arcL; fr"uit
juices; I'oasted- chlcnry and. cnffee (lncluciing extracts);
d.1es fnr coiluring fco,lstu-ffs. llliesc iter:rs ale geiterally
avallab1e in East i;flirla anc1, r,rith tire pc:ssib.1_e erceptions
cf malt ancl d.ried. grams , D.re not ncrnal-ly furported. in any
slgniflcant cruantity

'l'ire sec;ord- gr:rup cc\rers riteasures tn assist
locaI aglic;r1Lt,r'e ancl inCuSti';,r ar,c1 orre::Iaps t,:, s()fir.e
extent lvith tire fjrsu, i{i3irer rlr,l.ect-lve d.uties ri,j-l-l
be appIled. on the fo] ,rr,iv-i-1'g i-tertrs: rice (tne present
suspend.ed. d.uty will irc abrrf isireC): oil so.€cls (except
linseed.); vegetable r.:-,1.s: jams and jei-1-ie:s; sani.tary
and Iavator., aitpJ-ianr;es; :io.rns and- man--rnad-e fj..ltres
(of ccunts less tiran :.0s); the cheaper rarge .ri' fabrics,
fishlnp, nets, stcckillgs, grjumen't;s and. bed.--l--i-.ne:.r ; -qmall
-'._l u .r . " str:a,rrLeci li,irc cables: irsulatecl_
electric li,ire ancL oables: e-Lect-r:ic fiiament ia:nirs;
hessian anrl sacking; sack:-; a-nd guni',y 1,.ags I crtairs 

"
Suspend.ed cl.uties r,'iiI-t- lre inpcsed- on star.r,hes: 1-nseed.;
linseed. oi.l., e.rrd ferti-l.izcrs.

'I'he titrlcl gruili) -cvel:s .. few pr:pnsa.'.s to j.ncrease
revenue f rom lvhat arc ma-i-nl-y lu:lury itei:rs " llh:-s group
incl-ud"es ,,vaters (inciuclliig spa r';a.te.cs a.nd- aeratedr- :,:ater:s);
beers and stcuts; beaCs, sail"d-J-er,rr ano haritess, travel
good.s , leather gr;oc1s , arti,:les iiia"d.e f .rom gu rr; hats ;jei,vellery; perfu-nres and. cosmetj-cs; fur ,:iitd- .r-r:ather
garments I c.,'rd. siiir f a.')r.,.'-;s 

^
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Finall.y, there D''o.e' e few p16p^snTs mnrle to
clarify the flesc}lption of itens iti the s15 l'r'Iirs hnr-iff
and. to cverccrne alloinalies that have colne to lig[t in h]re

f"=t year during il-s use. T'hese proposals Co\rer }ihri.ntinS
pr"p"iutions, c)iains and. matches, l'he latter ,1'r pr 'gfl
r,i1i have the efi'ect of red-ucing the tax nn b'-,ck niatches '

r\lltlresechangesiilllComeintoeff'ectat
mid-nlght to-night anct t6e ad.ciltional revenr-1e they irrvc;Ive

in totif is expected" to be about Ni5+0,000 "

I liill nor,'t turn to excise duties ' These

have becorle a signiflcant sc'ul.ce of revenue but rnuch as

i *"y have been Ienpted- tc ad-d a little ncre to the
excise on beer, wSiiky and. clgarettes, I have d-ecid-ed-

nct tc touch these on this occasion. Ind-eed, I propose

tc give ariay a srnall atnount ,tf revenue - tc shot'"r

tha"t llilnistbrs of Finarrce are generous at heart - by
making a special prcvision for-a loler rate of' excise for
matches when tfiey are packed. in pacirings of less tfiarl
25 tnatches. ns i'iith tire change in the custons tariff' ,

inir provid.es a special cr,nceision fr,r boole natches.

I have a more substantial series uf tneasures

relating to InCc;me ']'aX. 'lhese IleaSUreS '-re 
Soltlevhat

-ompf:-cited. and I sliall, theref ure , explain then at sor1e

length.

I ORAT
,r

Last ,reat' sr)lle changes wel-'e 'intr'' drlcr:d to
erd.vancc the duc d.ate of C,,1'1,,ri'ul-.ir,n Tax.tc pake it
poy*lr. tv,lelve months after the &cc'rllllhltrg pn:t'j'r{ and-

io"p"oria" fior the ind-ivid'ual taxpayers ;c pay tl";jrl
ruri tax liabirity rvlthin the tlverve ilcrrths 1n tlie J.11111,...rir-l rrlr

year ct' l-n"ome. 'illr"." changes lvent-on1y half-way since
tr,velve nr,^ths is "tiff a 1.-,ilg pcriod. and. the Governroent

is stil1 being iorced. tr reslrt tu borl.r1ving lvhile tile
taxpayers irre "keeping the Governrnent's revenue'

Ihave,inconsultation.,vithnycolleaguesj-tr
Ugandaand.I'anz*ni.",noi,u.d.ecid.ed.tonakenewchatrges
cn d.ue aates {o c.,riect these unsatlsfactory features
rrhere the C;uvernrnent is forcecl to wait fcr t';reive urcnths

before it is able to get its revenue '

ilitll effect frt,m Ist Deceirtber, 1970, Corpcration
Tax vr1ll be payable in tnis manner:-

(i) 7W r'f the tax rvill be payable r,vj.thin one

ceLlend.ar rccnth after the oate of the
accounting Period''

(ii)Tiiebalancer,villbepayable,threer'iorrths
later - i.e. ft,ur Iionths af ter the clate of
the accuunting lleric'd'"

Ccntc-/ - 1rt.U -Lc)
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Conpani.es, 'Irusts ancl Clttbs will- be
required to estinate r,he 75i: c1 thei.r: tax
Iiab1l1ty frort unaud.ited- accounts rincl to
notif y these f igures to tlie Tncone Tax
Departnent. Thc balance irhich r,,,rli be
payable four rioutlis from i;he accourrting
d.ate should. be cbtainec J'roln airclited.
accounts.

( 1l_1) Corpcration T'ax d.ue betlieen Ist Deceiaber
1970 and- 30th }{cvelnber

'l'o avcid. harclsirip, f ]rave d.ecid.ed- to
spread- fonvaro thc Clorporation T'ax d.ue
bet,,reen these tr,vo clates und.er the present
systeiu so that it is paicl i-n four equal
instalnents. 'I'he f irst instalnent of ZYyu

v,rilI be payabh cn the d.ue tlate on lvhich the
',vhoIe erinount vlould have been d-ue. The
other tiiree instalnents '',ill bc paJrable at
lntervals of tr,vel-ve months the d.ue date
falling ci thc date cf the accounting pericd..
'I'o be in.re specrfic, I riill give an exarnple
of' the Corp.rration Tax alread.y ci.ue on 31st
Dece.,abr::, 1970. The four instalnerrts r,vill be
payable as follelvs -

L97L.

Flrst irrstaliaent on
Second. instalnent on
'Ihird. instalment on
Fourth i-ns talrnerrt on

5L.L2 .70
3L.i2.7 !
t7 1 1() OOot "La"la
3L,'r2.75

2trp
2vh
2U/o

2Yr;,

T'he above example trvill be the pattern of the
.; :.11;-,ents of thre tax spread. forvrard-"

2 " EXTE}{SION OF P A . Y "E . TO COVER ']Tfi IJHOI.E
RAIIGE Otr' 'I'

P"A.Y.E, has been in exis+,ence since lst
Ju1y, 1966 " As ycu are a',:/are , tax collected. und-er
P.A"Y.E. has been li.nrited. to Shs.2/50 1n the S. The
tlrne has now ccne f'or ine, i-n consu.Ita-i:j-on ,,vith rn-y

colleagues 1n the other Partner J'r;ates, tc e-:tend-
P.A.Y.E" to ccver the who.Le ra.nge of tax c,n j-ncome
fron employment. The effectj.ve clate o!.' this new change
is lst Janu.ary, L97L, 'I'i-ie rates of l,ax and- personal
allolvances remaj-n unchanged." liolverrer, j.t Jras becorne
necessary, j-n orCer to facjlltate the sL,iooth operation
af the ne\iv systen , f or Life lrrsu.rance Rel.ief to be
given i.n the fc.r:n of perscna-l- all-ct7ancc. Insurance
al-l-cwance ',vil-1. sti-'11 5" anpllcac-t-e to tirc:rse ivhcse
chargeable incoine exceed-s tlr000" T'ire e.,I,-'r,iance v,ri11 be
res tricted- to

(i)
(ii )

LAyo cI' the tc tal itrcoiiie of the
ind.ivid-ua1 ccrncerned.; a::d.
lTp oi' tlte capita"l ,su:Irs assured.; aud.
the irhole al.lcwance ',vi,l-'l be cne-'hhirci-
o-. the prernitr.rrrs pa,id. rr,;h a na,'ifuun:
-i]-lc'u,anr.e,-,,f' [1[r0

i.la!, ':,:) ,/ . r-. r 
..iij lt4
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(a) 1970 Surtax fr Eii: 1o
overnr0en rvants

Em er sDe C on C

exclud.1
ose e1"

E D"S"

As 1n the case of ccmpanies, etc.,
the 1970 tax will be spread. fornruard. and vii1l
be_pald in eighr equal iristahnents as
f nllotr',S:

*t

Firs t
SeconC
Tlilrd
Fourth
Flf th
Sixth
Seirenth
Eighth

ins ta-Lnent
ins tal-ment
1ns talment
ins talnent
ins talnent
ins talment
ins tahnent
ins talnent

- one-cighth
- one-eighth
- one-eighth
- one-eighth
- r-ne-eighth
- one-eighth
- one-eighth
- one-eighth

CN

on
nn

t7 -1

ul-
5l
ZI

a

a

B.7l
5.72
Q oot)olo
:- ov

8,73
i: oAuol*

9.7+
tr rtF.

on 3L.
on 5L.
on 31,
on 31"
on 5I.

5, I

(b) One-half 1969 and. 1970 Surtax nf
Gt^vernment rvants and.
De uc ion Sc Cases.

This tax liill alsc be sprea.d. r':rvlard_ and_
vv111 be c rllected rnonthl), in forty-eight
lnstalments startirrg from blst illaich 2 LgTi- .
Employer:s r',iiII recei-ve the necessary instructlons
frnm the commissioner-Gener.ar ef rnboine l.ax aboutthg change-c,ver cn the 1969 surtax cuL.rently
und.er d.ed.uctirn.s.

UCI'f U Y PAYI,TENTs
,A}ID OIT{iiR UBT rH0

R lHliiV F]? Yl,/ElrlT'.

- 'r'iree rncnths after ttre
beginrilng or. cach acctunt
r/oo h
Jvql.

- Six nc tiths af ter the
beg:-nlring of each acccunt
116n ta
J Wq.J. .

- I'line ncnths af ter the
beginr.'ing cf each accrunt year.

- 'i\i,el-ve .i:ic,nths ai''.er t.lte
itr;gin,rin._l cf vai,)-i :i,(,count ycar.

i)ctti/...c, : . n r t-r,(, j,)

.As a resu_l-t of extendlng p"A.y.E. to cover
the vuhr'le rangg cf tar: cn incorne f rom empr,-,yireni,

indivld.uals receiving incr^me f rom enpl6ymsntt wlil be'required. tc p*y their tax Iiabi11ty as iney earn ii.r cannct, hcu,ever, leave ilre natter there ivitnc,ut laying
{Ys91f cpen tc scme accusatinn tirat f irave treated erlplSyeesd.iff'erently fr.cn cther indivld"ual taxpayer.s. l,lr colleagues
and r irave , therefore, decided. ilrat all- inaivld.uals *i,orecej-ve i-ncol,e f rom s()'lrces c ilrer than frcrn er.lrploynrent.vriII be rec.,ui-red. !" puy their tax quarterly on-.orr"ntyear on aoccun_t of the year cf incCme. The cluarterly
payments Vvi-l be d.ue cn 51st r,yrarch, Soth June, Soth Septer,rber,
and 5lst December cf eacii year fcr.thcse whc have ncbusiness inccme. Fcr thrse li,itli business inccne thequarterly payrlents wil_l be d.ue as f cl1cilrs:

Fi- s t pa,wrent

S:cr rrd payment

Thlrd payment

Fourth payment
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Ther.lnal].labillties,nillbed.etermined.by
the Ctmnissloner-General cf Income 'lax after receiving
the yearly Accrunts and'/cr Incot-te Tax Returns '

,_lhe effective clate of thls neIV system will be

lst January, L)TL, and- i','i11 af-fect the year of incone
1971. Ti-oie affectecl 'wilt be requlred to estirnate
their yearly income and. infbrrir the Incone tax Department
of theie"esiir,rated. figures at the beginning of each
year.

1970 'Iax:

Asinthecaseofcompaniesand'enp1c;'eesthe
1970 tax vrill be spread. forrirard. and. will be paid" in
eight equal instalnents on the d.ates ind.icated. for

"rn[loy."t 
(other th-n crvil servants)'

+ w IIVIPLO01[ON

irvhen P.A.Y.E. was introcluced. in 1966. those
whc were nct liab1e to surtax were exem.pt from the charge
.n tire value of the quarters provid.ecl by their employers.
Thls exeilption introduced- sotne inequity in that those
tiho received. house a}Ioi,'vance in lieU nf housing Vrere

taxed. nn the lvhole amcunt of the house al,lovuance. I
have, theref.re, d.ecid-ed. to restnre the posi_tion__luhlch
was in existence bef ore the introd.uction of P.A.Y.E.
tvhere all the ernployees hcused- by their enployerq l]/ere
liable tr^ tax on- the value of the quarters provld-ed to
thenr. l,/ith effect fron l-st JanudTYt L971, and- affecting
the year of i-ncone L97L, the value of quarters i,rrilI be
chargeable to tax on all ind-ividuals ivhc are prcvld-ed-
r,vith-off ioial cluarters by tneir enployers. The rate of
charge r,vill be:

(f ) in the case cf an ord-inary employee lffio _tf the
incni,te frcnr e:nployment r,vith a t'taxirnuiit of
s52B (^r Shs.10,560); and

(ri) in the case cf' a d.irector of a conpany,
,,ther than a lvhole-ti:re service d-irector,
Iff7" ct hls [iicr1d. fnccne v'rith a maxilnuia of
S75O (or Shs,15,OO0).

5. C,ESSATION OI' CARRY B;\Cl( 0F' LO;SES.

It has beon the prac uice fcr taxpaycrs to carry
lvsses back on; year if thcy apptled. to the Commissiorler-
General jrefore the end. of the year f.rllcr,ving the year of
incone. vv:lth effect frcn lst Januar';r, L971, no losses
r,ill be al-Lowed. to be ca.ried. ba"ck. T'he nely change will
affect the d.eficit f'or the year cf inccire 1970 and.

subsequent years.
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The t'1nal l1ab1litles ,rlll be determined' by
the CCmmlssioner-General cf Income 'lax after receiving
the yearly Accrunts and,/or f ncot-ie tax Returns '

Ihe effective d.ate of this nelv system vrill be
lst Janu&rY, L7TL, and ruill af-fect the year of incone
Igfl.' Tf-oie affected. will be requlred to estimate
tfr.i" yearly income and. infdrrirt6e fncone 'I'ax Departrnent
of theie estlaated. figures at the beginnlng of each
year,

L97O 'Iax:

As 1n the case of cornpanies and' enplc;'ees the
1970 tax w1lI be spread foriyard. and rvill be paid 1n

eight equal instalments on the dates ind.icated. for
ernfitoyee. (nther th-n crvll servants ).
A- ON IV ,,1VIP

ARE

Ilhen P.A.Y.E. was introcluced. in 1966. those
whc were nct liable to surtax were exempt from the charge
.n the value of the quarters provid.ed. by thelr enployers.
This exernptfun introduced. sot:ie inequity in that those
l,lho received. house allovrance in lieu of housing were
taxed. nn the lvhcle ancunt of the house al-lovrance. I
have, therefare, d.ecid.ed. to restore the positlon__vrhlch
was in existence bef ore the introd-uctinn of P-A.Y.E.
where all the employees hcused. by their employer! were
liable tr tax nn- the value of the quarters provid.ed to
them. ]/Tith effect f'ron lst Januari, L97L, and. affecting
the year cf incnme 1971, the value cf quarters wlll be
chargeable to tax 6n all lnd.ividual-s whc are prcvld-ed-
r,'rith-off icial quarters by tneir employers. The rate of
charge r,v111 be:

(i) 1n the case cf an ord.inerry ernployee lry/o 
-1}f 

the
incone frcni enrplo;rment vrith a naxirnun of
5,528 (.r Shs . 10 ,560 ) ; and

(ii) in the case cf' a d.irector nf a conpany,
,,ther than a lrhole-tj:le service d-irector,
lV7, cf his lTorld. Inccne with a naxiiruli of
g75O (or Shs.15,000).

5. CESSATION OF CJIRRY B;ICI( OF. LO;SES.

It has becn tlte prac uice for taxpaycrs to camy
lvSSes back on: yea.r if they applied. to the Conlnissroner-
General l,efore the end. of the year f.,l1cwing the year of
incoi.,te. lr1ith effect frcm lst Jaluar';r, L971, trc losses
I ill be alloived. to be ca;ried. back. T'he nelv change will
affect the d.eflclt f'or the year cf incci.ie 1970 and.

subsequent Years.
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j': sutrr tr.Fi" ti; ;.a.i-i: t eaturcs ol the Budge t
nn Ineame Ta:c are

i " ./rCl-Valr:c '::,." t,liu il.:..1 d.;rtcS f of the
),,.;''irr.;Lr L l.i -:-Ir.li llIC -ller and. CC::p''la [.i On
n- -..,

2

r)

::l::to'.si-':.r . l' 'l,.jr, J ,-:i. "L: cive)r' the vlhole
I&.:^jir. i ,' ,,,,_:- ).1 l:^r,;, :iC ffrm enipl-oymeitt"

l_ntrl l_l-,r-c; l:.r c... ..j J;-:r.c..lt',;Cl-,ly Fa,yments o:f
Llr.; b;' Se. f -r-r.r-'t.r.r,.'lrcLl ai:d. cthgf
,4-.ld:--:'-'jua.,rs i,';ro li.Ltre income ,^ther tha.n
f r';:n 3itp1cr,:ne",t .

4. Cl-argc nn [i'.,-ar Jers e n all j.nd.1vidual
empJ.r';,,ees vriro ar:c provid.ed. vritrr h:usi-ng
by ther-r cnplr-'yg1's .

5. Cessa.tlo:: :,f cirry back oll lcsses.

f wculd l-i-kc tn e;nphasise that the neyi
Income Tax arra.rgsnr:nts -l-- hi:le nltl.e rnvelve n('r che"nges in
the i'ates of tax ::.or j-n tlr:: leve.i. ,-.f allovrances, Itir.
one yril-I pay a:ly ccl.cij-tici:al.'iax in respect c[ an,{.ne
year of inconie (e:;oeot in -u.lre ca.se of a conpallJ,' wi-sni.ng
to camy lnsses bacii) , i,'/ha b I an dcing rs L,r ask
everycne to pay up their 1.ar. ei,riier and. to pa1, off thelr
tax d.ebts over the nc::t fou.: )rears. T'his m.oans that every
SUf'tax and corp,-lrai::-nn ta;l cayer Will l. ,le to find-
mnre money for te.rat,i.irit pr-1r:pcsc:s cver tlic next fou:: yearsr
but afte:;: that pel'jccl "her: vri-l-1 be nc signi-I'rcaint
amount of tax cleb';s o:;-"sta.ni"ing an,l- it w111. I
hope be pcssible effcct:ive-t-;r tc al:,-rlish the p;'esent
cumbersome sJrs'l'r:ni of l,ax c]-eala.nue certj.fj-ca'bes sj-nce
e\rerynne sir r:lld l;e ui, -t , C..r..te rvith hls tax.

I'he ne$, g.-T-rtilnqrimcll-JS u:r-l-1 prc'','ide the
Excheq.u.er vrrth a-ccj.-tic;;-,::l- i'3ricnue in the coming ycar
to tire e:l'ce.:rt of a.',r r;.'t K€,r-l.til.CCCr as a t'esult of some of'
the rr j-ndfe.lI payilsi-ts i,::: .rac:l tax faiiing d.ue,,
I.n 'i;he strJ.:...,;uetr.i '"1tt:e -.:'-rr:.trci.al years thesc u-'-nd.fa-l1
payments yrill he re:('l/ :nlr,:h norc str-bst,:.ntia1 ,- perhaps
iG,5+ nrl-l- j on,,

liE.ken b.:gether'. 1r.I -ba;rat'ion p::oposals shcuid.
aff ord. an ,:i,.-r.c1it:-,rna.i- Lg:..3 nll*i.on 1n the ccning
finalcj-al- irea-'-'. A1're:' al-i,,rrr1g 1'or the highcr: re\renge
d.er:,ied- f::o;n +Lr.: g:r-,il ,r r-,,,i ';h.e e3cnon:I, and fo.t the
hlgher lc,an r:C-eirlptir;1. rec::pts fal-1ing rlue C.ur:.ng the
year, I oxpect tl..a-,, 7'e\:c"::,r.i? ''..r:i.l.I be a.b.tut iig14 :i,i11icn
h.igher tr,:.n j.:.:'Ll,,r (-.irr'rt'l:i'il )/(ia.a, a..:,j. tctel- recc:lp'cs In
the Il',lir.:l:'C-r't :- .Cll.')g'-'! j: ., .l.r -i., il:iltg :[a]f '\i&fl,OUS ,:'lhef
1tens, abcut !a;,Li; i.,:"i.I:ie1i J.-i-g.lrer" Cn tnel:asj,-s of the
recurrent esti-n:-:es air.,;r'-l.j' .i-n the irni:d.s cf l[,:r:be:rs"
thj.s sirould. p.rC,vide ri.e ij-th a reourreut surp"r-tr.s r*' about
the sa-me size as 'r,h.is Jr€it,:" /rllCl. pr"ovj-ded. tiierc a.e no
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