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REPUBLIC OF KENYA

Speech delivered
Hon. Mwai

Presenti n8
30th June).

Mr. Speaker, Sir,

It is custornary 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 estim;rtes of expenditure for l97Ol7l,
Recurrent and Development and the 1970 Eco-
nomic Survey have bedn supplied to hon.
Members and the Financial Statement for the
forthcoming financial year will be available to
this House after my speech this afternoon. These
docum'ents, 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 tribute 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 rvhen I took over from him late last
calendar year. 'Ihe overall flnancial position of
the Government for the period up to 30th June
l!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 rnean,s 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 signiflcantly improved and all those concerned
should be congratulated for this welcome develop-
ment.

to the National Assembly on lTth June 1970 by the
Kibaki, Minister for Finance, Republic of Kenya, on

the Budget for the Fiscal Year lgT0ll l (lst July to

I am very hopeful that the Government will
have an overall credit balance of about Kf4.9
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 gross figure
of K{30 million after excluding about Kf3
million recently voted tov,'ards the purchase of
shares in the East Africen Power and Lighting
Company. If my forecast proves right, and I am
hopeful that it will, the rate of expenditure on
projects will be yet another yardstick of the ext€nt
to which the Government 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 Plan 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 rvithout 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 Kfl4 million and that we
would be able to raise about Kf15 million from
local sources including transfers from the ordinary
recurrent revenue. For a variety of reasons, how-
ever, these oroportions have not in practice been
maintained. The first reason is that implementa-
tion of external loans has
not proceeded at the level at the begin-
ning of the financial year. The second re"ason
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 them, 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

increasecl 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 estimated 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, customs 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 tq the county councils. As the
pin26c:ial 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
KI6 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
reco-enition 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 mexi-
rnum :rnd on the essential and necessary, as

opposed 1o merely desirable, services the demand
for which we are unlikely to satisfy in the imme-
diate fulu!-e. We must also aim at planning and

currying out projects which will provide a better
way of Iife to many of our citizens and avoid
prestigious projects 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 taxation
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 managemeDt 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 thosc 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

Constitution then in force, it will be recalled, Mr'
Speaker, Sir, provided for regional governmenls

and also a new set-up of the local authorities'
It also defined the sources from which the Central
Government, the regions and local authorities
would obtain their revenues respectively. One
such source for the Iocal authorities was a grant
of Kf1.5 million from the regions' On Ilth
December 1964. Parliament amended lbe Majimbo
Constitution and as a result abolished regional
governments which then meant that the Central
Government would pay the Kf 1.5 million annual
grant which the regions previously gave to the

I,ocal :ruthorities. The Central Government alscr

took over the financing of what were then regional
schools. In 1964/65 Financial Year. therefore, the

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

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

the local authorities accepted sillary increases

knowing quite well that they had no funds with
which to pay. The grants provision for the

2
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Financial Years 1966/67, 1967168 and 1968169
wereKf2.4, KI3.l and Kf4.5 million respectively.
An amount of K{4.2 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 councils
to finance the services entrusted to them until lasl
December. Despite this massive financial assist-
ance, however, the major services continued to be

a matter of concern not only to lhe Government
but also to the public; in the majority of county
areas, teachers weDt for days without pay, roads
were deteriorating and medical services changed
for the worse in quality. Books of accounts re-
mained uDaudited 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 me€t
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 commodities 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 worsening-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
ecoDomy 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 tbe prices of our exports with a con-
sequent effect 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 sball not
increase domestic income to the same extent as

domestic production because of worsening terms
of trade, I am confident 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?t 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-
rnated 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 usuai
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 significant 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
hirnd, 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
unemploynrent situation-indeed the Economic
Survey shows a 10 per cent fall in building
employment in 1969.

Perhaps I should at this point say something
about the enrployment 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 Plan 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 the 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
iystem 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 10 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
lrlready taken steps to utilize some of thcse

resources by obtaining an advance of Kf5 million
from the Central Bank for the Development
Exchequer and as indicated in the Development
PIan, I intend to irrrange for more advances from
this source in the coming years if the situation scr

allows.

I-est 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 Kf 5 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
Kfl.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

l7'r'r JtINE 1970

sc:henre 1o increase the total of Iiquidity availablc
for- world trade nlust be regarded as one of the
nrost ilr-rpr>rt:rnt nronetruy changes the world has
e\ier Seen.

Secondly, the Covernment proposes to bring
Iegislation 1o this House covering the formation
of a State Re-insurance Corporation of Kenya.
This new corporation will undertake the writing
of :tll 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 employers, and the Government.
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 1970171, we shall effectively finance
I00 per cent from our own resources. On the
development side, domestic finance lvas only able
to finance about 12 per cent in 1963/64, but in
19'70171, 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 1o 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-
lopment Plan 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 fronr 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
nreasures 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 rapidly as possible and to reduce our need to

5
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purchase goods and services oversells whenever
these can be produced in Kenya. Hence "Buy
Kcrrylrn Build Kenylr".

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
thlrt a narrowing in the balance of merchandise
was uchieved. The increase in imports wtrs 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, irnports 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 Afr.ican Community
partners was still a little disappointing. Our ex-
ports to f'anzania and Uganda did move up but
still did not achieve the 1966 Ievel. 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
Governnrent will continue its efforts to remove all
artificial impediments to trade within the
Comnrunity Common Market.

One reason why inrports 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
Iower and that although there were a number of
large capital projects in the pipeline, they had
not been brought to completion during 1969. In
part ?llscl, this was a reflection of the slackness in
the economy but I am confldent that the rise in
capital spending necessary for the achievement of
the PIan production targets will start to be evident
during 1970 and 1971. The Covernment irself
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 ancl
to a lesser extent the recurrent budget. Total
Covernment 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 l7 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
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economy there is ln obligation on me to take the
initiative in this. My budget is ir budget for
expunsion to ensure that the targets the Covern-
nrent has set itself in the Plan ale achieved and
th:rt the economy as a whole is set on the chosen
course. This does not mean that the budget is
inffationary. It is designed to utilize human and
crpital resources that are lying idle and to achieve
irn acceleration of the econonty 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 1970171 and the privare
sector has the opportunities to follow.

Before I move away from this part of my
speech, I want to say ur few words on costs and
prices and industrial protection. The House will
be aw:ire 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
Lo 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 suppolting agri-
cultural exports and reducing the cost to the
f:rrrner 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 fl million for the
year 1969 on customs duty refunds for raw
rnrrterials imported by industrialists for local
nianufacture, and several firms have been gazetted
for customs duty remission on such materials. The
ploblem 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 cluty refund and in relation to our export
d rive.
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I now turn to the 1970/71 Development Esti-
nrates r.vhich staltd at it gross sum of about
K{37.9 nrillion zrnd a net total of :rbout Kf36.-5
nrillion. Relatively, the net amount exceeds the
cxpected expenditure in 1969 l7O by Kf 5._5 million
rrnd the Development plan allocation for
tqTolTt by K{3 million.

In rny consideration of the expen<jiture I have
proposed to this House, I have been influencecl
by the facts, thrrt project implementation has
irnproved remarkably and that it will continue to
inrprove, that the expenditure will represent real
development and capital formation, that the
existing liquid position of the monetary sector
rs 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 Covern-
ment Ministries, statutory boards, the private
sector, the Armed Forces or the Civil Service.
Much too much unnecessary iind uncalled for
criticism has in the past been voiced in this House
and elsewhere, :rgainst some of these vital instru-
ments of development. I am sure that we all want
10 see a well-disciplined, contented and efficient
Civil Service whose performance should be
encouraged and not interfered with. As an hon.
Member stated recently in this House, time has
corne when M.P.'s should stop regarding civil
servilnts 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 furthernrore because
details of programntes 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
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tlade. 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
Ialgest provision of about KI4.5 million allocated
lo three areas of expenditure. Expenditure on
agricultural services is expected to be slightly over
KI2 million, about K{l million being for agri-
cultural credit through the Agricultural Fjnance
Corporation. The remainder will be spent on the
development of the Livestock Industry and in
particular on veterinary services, lhe 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,
rullocations of about Kf 1.2 million and K{342,000
have been nrade.

In the same order and approximation, Housing
will take up Kf2.53 million, Health Kf2.4
million, Building and Works Kf2.l8 million,
Education Kf 1.4 million, Lands and Settlement
Kfl.7 million, Commerce and Industry Kf.l.7
nrillion, Lands, which includes Land Consolidation
Kf 1.3 million, and Power and Communications
Kf l.l I nriilion.

My financing proposals envisage that I will
obtain Kf23.9 rnillion from Iocal sources includ_
ing a transfer of Kf6 million from the recurrent
revenue, and KIl4 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 Kf l6 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
conrparatively the 1970l7l 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 level of activities
of Ministries and Departments in the implementa-
tion of the Second Development Plan. 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 Kf 19 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
Kf6.6 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 KIl3.2 million, and that Appropriations-in-
Aid of about Kf4.3 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 Court 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 Kf55,000. The Ministry will in the

light of its expanded responsibilities require addi-
tional administrative staff and these will call for
cxpenditure of about Kf39,000.

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 Iargest provision relates to the pay-

ment of the public debt which has gone up to
about Kf 16.8 million, representing an increase of
about Kf6.9 million. This last amount is almost

ofl-set by revenue 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 2l per cent 1965 170

and 4] per cent 196ll7l Ioans which will mature
during l97Ol7l Financial Year. Another sizeable

receipi 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
Loons. Other Funded Debts, including interest on
deposits, short-term borrowings, and internal loans

raised in 1968 169 and 1969 170 Financial Years

itccount for the balance of the increase. The net
rise in our Public Debt obligations is, therefore, of
the order of about Kf700,000. I am, however, not
unduly worried about the amount of money we

have borrowed or intenrt to borrow so long as the
money js used to finance viable development pro-
jects 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 fecl I ought to bring to the atteD-
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
achievement of independence. The pensions bill
should, therefore, come down considerably in the
Financial Year 1971172, 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 Kf2.5
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 millon
dollars or about K{8.93 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 since then re-
purchased Promissory Notes worth about
Kf300,000 and about Kf l.l million will be needed

in the next financial year to re-purchase the
remainder.

Of the Kf2.5 million, the balance is accounted
for by tbe 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
Iiquidity which should in turn Promote the healthy
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
Kf6.l5 million. In order of magnitude, it is
followed by the Ministry of Health with estimated
expenditure of slightly over Kf6 million. Included
irr the latter Vote is a sum of Ktl.32 million to
meet expenditure on Health Services taken over
last January from the county councils and whicb
reflects the Development Plan target of the rate of
erowth of the services.

The provision for the Ministry of Works reflects
a net additional amount of Kf6l5,l00 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
1969 170 and 1970 171, however, the Supple-
mentary Estimate of about Kf600,000 presented
in 1969 l7Q should be taken into account.

At a glance, it would appear that the Votes for
the Ministry of Agriculture and the Police Depart-
nrent have had a cut if compared with the
provision shown against 1969 170 Financial Year.
This, however, is misleading in that tbe 1969 l7O
Estimates include large items of expenditure which
do not require to be provided for in the 1970 l7l
Estimates.

These then, Mr. Speaker, Sir, are only a few
examples to show why and how my proposals in
relation to the recurrent expenditure f.or 1970 l7l
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
a.lthough there have been increases in taxation
both for revenue purposes and for purposes oI
protecting local industry, most of the growth of
revenue can be said to have derived from a

normal expansion of the economy. Income Tax
receipts have risen by 115 per cent since 1963/64,
Excise receipts by I t 3 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
revenue 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 higb
level of liquidity in the banking system represents

unutilized resources for development and that I
propose to organize those resources as necessary.

Over Kf17 million was raised in loans 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 Kf l7 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 ol wananchi are orga-
nized to finance national development. It is

apparent that these savings are now increasing
regularly every year.

GPK l713-30Ml70
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1rr some of tile lj.terature v'le read , Bt'-rtjaiilin
Franklin 1s cruoted. as ha.ving said., "fn this ',i'c'rld
nothing can be said. to be certain except death ancl
taxes". t ]iave this af ternc,on nothing at all tc' say
about d.eath since t am clearly not crualif iecl to d.o so 

"

I vuill merely tallc about t,axes, and. in acco::dance r,v1ti't

our Farliamentary practice, I recueste l'[r" Speaker, that
the follovring part of my speech be talien as a ilotice
of .t'totinn to l:e placed befnre the Commi.ttee of i,ays and-

lifeans which lvill cortsiCer in d.etail the neasuies I arn

about to arncunce.

I have been iinpressed-, irii" Speaker', by the
fact that lre sha]I have to sltend. verY substantial sums
on the d.evelopment of oul airports to keep pace v'rltir the
expansion of traffic uslng them atlo. I feel that 1t 1s
necessary that the people uhn enjny the bellefit of these
expend.itures should. nr,rvid.e me lr,'ith a rather greater
contributlon to the cost of servicing tjre capital
invclved. in builc11ng the airports and, the cost of' running
them nn a d.a)' tc, d-a.y'basis. I ltarle, therefnre r d.ecided-
that, as is alread.y the case in 'I'anzania ancl Ugarrd.a,
a fee vlill be charged. on al-I llassengers r,;ho IESS tlrough
thc ;airporl,s a t- .l.ai.,- -.i,,i , i Lt:-) &r-,.. , ,, 1s:1r , :'-.- r..t1:--arro liisu,lli
en route to destinations cutside l(enya. 'iiris i'ee vrill
be I',Shs,lO/- per Lread- and r;ril-l. be collectabie b"v the
airlines and- travel agents as f -ront to-lnorrov,r. Ei'e ryone
travelling to clestinatiotts or.rtslde oi' I{enya th.rnugh
an airpnrt r,vill be required- to slior,v a ticket ind.icating
that they lia''tre paid the necessar.y fee to pass through.
I expect to obtain approxirnately ICf,1.50,000 frnm tilis
rneasure in the first year and- increasirtg amounts in
future years as nur tourist iudustry exllattds.

i\,ty secotrd nieasut'e, lvhich ru1-11 aff'ect a. great
many inore of our citizetts, i:'r to abolisir the present
systeni of anuuaL r-adio ano televisirln licenses' In its
place, the lviinister fr-'r Inforrnation l';if1. intrnd.uce a
system nf nnn-renevrable .oetrni-ts tc leceive r.aclio and.
televlsion bloadcasting" 1'hese permits i;'iill be attached.
to each ]'eceiver nolv itr eristence and each receirrer
pulchased. in future, Eve,ry llcense issuecl for the
year l9'o9,/70 wilI, as .t'rc;m tr-,-r1alr, re,ol'esent the permit
f'or, a single receivel irlreradl rn tlie ]rartds of ind.ivid.uals
and vuill- nnt as in the pa.st need to be renelved- every
year. Every pelson, lu-tvever, who purchases a ltev/
receiver as from the lst Jit-ly r,'rirl be expect.ed to
purcitase a. permit tlilcugir his rad"io Lrr televisictl
deal-er at tlie satne tirne. It iii1l ire tlre resitc,tlsiDllity
c,f botLr tlie pulchaser and. tire seller to ensure tilat titis
penniL is obtaiiredi and pelral-ties l"rill- be itni,rcsecl on
either or bcth tire partiei; 1nvo.l-ved- i{' seLles are uud.ertaken
r,,rithout the issr-re of a perrnit . Sim1larly, allyolre
novv iu possession cf a rad.ir-' oll te:levrsiou leceiver
rvho is not in possessit-,tt of' a lj-cettse rvi}l be lirrble to
plr;secution if he cloes nc,t hastett tc cbtaitllire of' tl-re
r)ew permits. Nc, questic,ns v';ill he askeit ailc'u.t tahy he d.oes



'I'ite cos t r.,tl' r,l ,,.' I rr^rt r-_T'ri it.;,;;_tb le pe r,rri is ,;, i.l 1 l_tc

eXacll\,t thel- Salne aS i,i,,, l'. r'1i,,.-,rl r- :; iilll,ir L 1iCc, rS.el, i.ha.t i:;
i(fjlf S ,'fu,/ - -f'f : 't r.(;1 ' 'r -.:, )- ', 1'' -', '',., ,rilr,- rL,T]t,Lt i nr,r 1i ;ilS .z1i *
f or a rad-,i i' Teceivlii r-r --,,1'i, , l:i,,; .r, a,Iieiidll -iit iar^ the
relevan t Iegula t-Lcrrs rl't I1.' .';t' it '-,o .i:,.i D t',a,,r -i'a,r'llt .,{'-

l-icense .is irttrcali).cd ir'. '1,,,C, :)Jt::t'.,t lt.',,)70,/'7:. ,--f 1'e,c:trrrt ist
Ji.;-l;ri. 'I'lij-s ,.'j 1l be i-'itjc'] q;:,.i.- -, ':: :.j1-rlsf,g1'l-.1rgr ;-ti'1ep.1ll:re;1a

to the Br c i:C: j3'; fi,; -:.--1.-.,,r.,..': (-.;i,f): :t;t,)
Ca.ll be CCrl;j.-Cet:eii L,,i i'ir-. I ,..i., Ii, LltC ;it,-,1:,-.itrte " j-t

iitclr-tcie s ,iateIS ( ,i-frc-i:c)-L;'rg l1 ;r i; .l te.r,.;; lr_ilr_l_ ii,:,_[...ited

,;i1] nOl Ce -le(-e-sg1ll-.r,i jr-;:. 'r,,r.ir: iIL rnl.:"ei:Siarl .+' ?
T'eceiViirg lj CenSe -;',-,- tl;1'''-;/'ti- '.( l.':-.lL('jrii tiia'; ij C;ultSe
ancl nn lircs?cutj-c:. \1,-l-ij L,t, it,sl t'L i;r;i-.' '-6 tit,.:}, ,-Lt ;rot
i,ie slla ll ,, 1tr-,119i79i , ui :-,'i.iit.r..: Io f rcs(rclj-te 'LilOse f'nUnd.
itot'r.n be ir.l i:rr)ssr-)SSii'It .! i.it:i i^::,i nI'liccnse r,i tr)er"ntit
at a11,, I exl:ec-i, Lr., -Lf,;i,l a ci,':'iait slilclrnt nf' reveilue
from this ineaiure but ai; tirc, salii.j Lilte I hoi-retc be alll-e
to save Llart oi' the :;r.rb:rtai, --ra l- c.s t,.f' a.C-min-i steri.trg the
licensing S)rStem ear;li 

"rre,:r.1' 
,,,lt.i c;li i'ras iltvolved r,

license registr;r, and r)]i0elr:i,,re inrres lig;ati ot, ;1te .i:'l,i'Linns.

T lti rdl-1, , tLr€rC ii lr'-' a .;lurlllJ e':: )f cilangr:s I
propose to introC.uce inLo tlLe i;i-r.j+(-'..'' tarj-ff'- '-firese
Inay be d..ivid.ecl b::o;ro.Iy tr, i,o ,iorir [ri'Lrli]ls. 'l'ltc ;'-lrst
group cove].s me.isu.r.'es 1,o ar-Ligir tal.i-fs.i] 1'c.,r. jtems
tn a generi,rl ra-be n.i liO lre.i ccrrh, T'his i":i.L.l ,;d.Llse
solTre increase in the ta-,.'ii... 1:nela1i.,l. f::otil I0 oi 57+
per cent - f or tire iio1i,r,r-itri iie;:;rs: sa.l hc,ci -i'isir; c'Lried-
grarns; r'cnts alld tLil-,,-.t':; ; f,1'.,cesse d- r:L-,ffccr ; ,rrz.t,ai:
cereal and. nthe:: f 1cr.:rs; ilp-i ': - sr-t!,3i' beet and cene;
molasses (bu.t nct rnanu-r'a.: Lul,Lecl silga.r'); ],:.,.::ci; 1':'rrit
juices ; roas tccl ch:'lcni',yr ll:ii. c;r^ L'f ss ( inr.1i-iC ing; ex'l;ra cts ) ;
d.1es fr^r r,oir,)ul:*ilg fr',;,--1s1,il.i'i- s,'1.iies.: i ter,s ilr c geilei:a11y
avallable in East rif.r-1,::i an(i. ,y,'i,h 1;lre pc,ssi1r.le et,:ceptions
cf mal't ancl c1r ieC !1r'.lns. il.re -noi r.cr'nal-Ly i:riporteC in any
s ignif rcant r;rrantity

'I'ite Sr.:(;rl;lld- !r_I.r^lilj C,t:\reI,,: ln€jaSUIeS t,n aSSi:St
l-ocrr.l- agri cr:1Lu'..'e ani itrclt;sti1, 'r t,i' 1^1r;;"]i:.1r:: lr tri)ne
extent ivith the f-'i rs t , i1:.3iiei' :)L'(,i.Betive ciuties r',,i,--1
be applied nn the fol l',1,,-r-i,8 r'L,erlrS: -t--LCe ( i;jre .,-tescnt
suspeniLeii. c1,rt1i wrli 1;c tr.b,L'-i i si:o"1): oi1 srjecs l.excep'u
I itrseed) ; vt;ge lairre -'-r .l s : ji-riilrj aind jc:i -l-i-e:: i san:i 'Lirry
Eu-rd- la va Lor'1r & j.rj"r-i- j-aItrj€)s : l'ttr".tis a-Ilaj- rtilll.*tiia.C: f ilt,rt,s
(.c'f' ccu-tit-: I ess tirair .,-)s ) " i,ire i;}:*a1rc.r' -r.c-Lr,..; |-' J'ir.l.rrics ,
f -Lsltf t-i,r-l llrl t,S , S-lC crr.itt.'gs, , i..1;.;r'iti,: i-, i;': ;rrrc1 ltcrr-] -i.ne .t ; S jitit I _L

_ -l -i,r str,;;,1'la:[l t,i.i'{', c,,illlcri: it:::uiil-l,ec]-
elccuric ',lil.c-, a.ncj. ClLlrl[.j " .:-i.-,L i.. i-c -i-'1il'lnicfi u i';.-1111rg;

itess ialr and sacici i..g : rjira li i ,:',i,-' ltlr-nr,li, 1-,1,-c-:,. : L-;ila] :Lllt;
Suspeild.ed clLtb-r-us iiiL-l I ,-, i'1,-:cai(:('i. rit stlri,,i ,l;.;: L-:_t:SCed;
.Linseed oli I, ar.rr.i. fcL'i.,Ll-t,.;,r:i:r .

I'lti; Ll L -li-'ci g.l-r- li l.r _ r-'il t-.r',-r ,. i r,i,, l) l:a .i-rr.;:; 
a r.q t

f'r:Vr-rnue f flfn i,llta t &.t ',-.; tlr,l-,,- j,l.l r, I 
'- '.;;1-'r i -r'..:'r.- , ,l.h_ ,; lj

L Fj.jL's 11 itr'| s tou i.,:s : be;lc1s , :;r
goc.,cls, 1el:i'l,ltr_,r, 3',:oc.:;, i-r-l- i,., .;i
jei,I,el1ery; |cr1l;!res: :ut,',i tio;.r
lr-Errrlents ;,._r tc-L s il ir .t_',.)''tr, :-: rlj,
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Dcp,l.L'tncilt, T'n:, b'r, l-.l,It':r:; 'i,lll I.il ',,' j i i ltr;
pal/ii D Ie f',-,ut' tl,a,:ri:ir s --''''tiii ;l'L -, i-)t-''(- (-;-l:)i.Lt"r'J

d_a.tC ShO,_tl C bL; tl -.,r_r :t_it3,: i, I.r, : i_ t,.L,i t,e Ci

&Cclrun LS 
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(. 1rr, f;or[,c ::a-Lion'1al{ Gr].e 1., t. bi,u --,.;it L ij l, j)u CIL:l,il e i
TETc*ane*TCti- i:C t'e :.t11r, t' -\ n-)L. l).

'Io a vc,lai i::i::ctsriro , 1 .11",v'- '-lor;ic1t;d to
spreraC f r ri,va ro tir; ilorl'cr rati c'i, 'l a't due
t-,e'b,,,ieeit thcsc 1,,,,ro da.te s u.[rr1cr 'u]-': |-r'esellt
s.ys [eril sn ti,a*,, j t ts ,o:r-lri '1r :iciLr' e qui'Ll
1 itstaii,ients . '-Iile f irs t iirs t,: -ii,i'-trt .lf' 25h
vrrll be ila,lrabi; .11 the d.i-le cLate c,n uhicli the
lihoie r.iiitr,urtt v/or,r-].d. iiz:v: -Ue:il C.irc. T'lrc

othe r trlree lnstal-nents i',i-r-.i, bu' ll,iilr;;1-1 a ait
tn-uerva-Ls of t[,'e]-vc l.io.rr'uills tire clr-ic clate
falling ci thc date 'sf the accc-'tri1.tng p€ricc1.
'l'c, be r1I-,re iipe c-Ll'i c, I ,r'i11 givc atr e,':atnple
of' the Coi'1,,irarticn Tax iLlreaci;r iuie cl:r 5l-st
Dccci,tl- r:1, L970. T'he l'rjl-1ll -ltistarli-letlts ui11 be
payaltIe as f'ol1l'rs -

Fils t i.trl; 'uiil:,tunt rJIl

Secorrcl i ns tal-netrt o;t
'fhir:d" ins Leli:ten'u olt
Four:tl:r r.t'is tr ltiierir. oIl

7:L, L>,', "7A.'.1 -i .-; r; I
t-)LL.L'J6:-

,;.1 t') r/t:.)
O:- ".L*t " I L,

?-l 'i;,, 17r<
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Lt.'. i t_)

t ) f:r-'ti,J/o

2,ffio
( t l--,c)LO/O
() f1.,'.
a.),:.:\

o1 the'I'h€ aborrc erartr,le ui11 ]:e tiie pa.ttern
., t:r:;l-,ar,tt oi' 'ulla tiil spread fOr"'ard-.

'2 " E,\'fdi\SI0j'T CF P I1il iilluLE
I1;\irtGr; 0I,"1'r'tX 0l',1 II\lC01,iE irjtor.,r .j,rrPLOY],tr,rlt

F ";\ "Y.E " ]ra.s be,e n ii: e :;is+,citce :r-iLlce Ist
July, 1966. As yolr. a1c aiarc " i,ril ccllt;r;t;rl r-rtrcier

P. A:Y.E . l-ias bee rt li,iiiterci to Siir, , 2/ 5L iil ti'.e 'c.'. T'lre

titne haS IlOtt CCjle .i'or ine, ttt CoriI;LIitl L j.C,ll 
'i-lti: rrty

colleague s in tile. o Lher Paltner ii,tr.te r;, tc c-rt,elid
P. A"Y.E, bo cc)veI the t'llro-l'e' -i.:.nt-:- lf i'il.ll '-.'-li ri,'li--'iiltl
f rOtn ettrplOiltnon i;, 'Ihe cfft;Ctt rre CiiLIe /,,.1 t.il-ls rrCi'/ cilanp'c
iS -LSt J15Uar'1r, L97l-" 'l'lie lal.cri a-i ta;' I'rrtCl i,;'rILlOl.,;,i.1

a--l-lcllanct,:s ltclna j n lr.ticirall,t-,ilci . lj(1i,re \-e r; j-1; ll::i, l-,':;cC;iiiu

leCcsSar"y r i.tt or".lerbc f'ac j .l itl,;t,': tlltl s ,rcrl.,1.lr (.1'lirr:-,r'1,116

t f tite iL(lv,/ S)/steitt , ic: [,i-l't Ir:sL't'l,.ici; ]:l'r'i ,-tf i'r Di:;

gir,,c,rr jil llie f ( r-.,,1 (,; p(Jrscl.l:t-l ;li-j-t-,,i1itctl . .l-rl:'l'.t.4",i,r-'.

all-C,.i,--,iicC i,,,-f -1 I sr+'l 
'l 1 llC, , Di.'ii Ct'i ,: le tC, 't,l'( .-,', '',i i11 ;ie

cliarL,ge-lb.lc -l ilicolarr; ex'rulrds .'li ,t-;,1(.),. '-j-lrr :ji --l'- .:,:,rllc'- tr j Li [rr::

t'rr;-r L riC 1,t r,l i,O

A,Y,8. 'iO

/r \trl lQiit' c i' iiii: tc i.aI j-it,-C'r t. r'.1.' L,l,t:

ilLCliirfCii-LLt.l- r'( 1,r-r: t'l1cl'l ; ,'.irt-L

1(l:.. ,-,.i 'i,1ri (.t.ti)i-air,1. 
'i,tL: 

1.; .ir-iSl1,l.'r-;i.i. : Ii,:ei
''l,l.ii: ,.,i]lO.l-g,,,,i,'}C\iit-i1](;r; ,;i.i'L-] !-;(j Ljir,-i,l,-Ll,l
r'\.. 1-lrt- r,t'i :,'li i'tt,rs: l.;', Iitl .. 1 ,lt l, !it,.r "i. 'i:il''
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This tax l;ill a.lsr. bc spreild r,:.vard ancir,111 be c )ilecteci.nnriilily in .i..orty_-igtit
ins tafrnerts s_t,:irtiirg f rorn bls t liai."n, -f gTL.
Etnploye:.'s will recei'e [he neces-sary irrsrructionsfrnp the cnmnil;sio,er-Gereral .f r,Loile ra;r a"boutthe cira,ge'-.'ver. .n ilie rgcg surtai cui:,;enttyuncler deductirrts.

As a reslrlt rf extend.ing p.A.y.E. to c.verthe i'hnfe 
'a,ge r^f tar: c, incirre frcrl ernprnyrrent,indivlduals receiving inceirle I,rorn .r,;,1.,yrr.nt r,,,111 berequir.ed to p..y theii tax riability ,.-it,.y 

".,rn*ii]r car:nct, ]rcvlever, 1r-,3vs the ,a tter tir""" iriilrc,ut rayingrnyself cpen tc sctiie accusatirlr tjrs,t I irrr. i1;""i.a'Jrlrln:,r.".diff'cr:entl;v f:'r-rrr c ilrer. iirdiviciual taip,, yer.s . rrl/ cnlleagl_Jsanct i have, titerefc)re, decidecl that aif 'rita:viclr,rafs 
rvitoreceirre incoi.,e frcrr s()'1rces c tjie:: trrin-ri.iri-.;i;l;iii"it

.iiri11 be ret':,irecJ tr p,ay t]-ieir tax iruaite,rl;, o,.,'"ri.""nt
"rear cn aoccunt of the year cf incilne" I,lie ,o,.r:i.riipal/nlents r',i-i be d-rre cn 31st ilarcir, laili Juiru, bc)ilr-septerrrber,aud 51st Deceinl,ea' !i eaclr yeilr f c .r, ilrcse ,,ij,r. iriive ircbusine-cs iiic:cne. Fcr. thrsi: li,iilr brrl;i.ess ircci,re tiieouarterly ltr),itretits i,,iI1 be ch_ie as i,r^IIcis:

S': c r rrci i.-.a;v:rrc n t

1I'lrir'o pa_r,raen L

l'ottl tlt r-litytrtc I it

- 't'lr-r'e,:, trtr^nth,- af'tcr tlre
beginLrirrgl c i .,.eu jr eccrunt
J L ,iL.L .* j j-x :;ir r tlls rif t€-.r, tttr
bc:-i-lil ing L-:l' :.lch ircccutrt
\lJra, aa
.\ \ it-L .

- j,litte ;ric ji tl-rli i:i',[,c.r, l,]it,
l.', 5-],1 .lrl, a.t I j,a,,,,C;t:11;,, 1 \ra^,.
'i'i, i-:_i 1,, . ,,iL.j i l,lt,:t ,, i.,,,- .1.. i,;tC
i'r ,.;-i-.il ,,;l - r Ll ,...,:'j r- l; .t.i,C,.r.[Irt.l, 
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'-L'hc -L'ina1 liabil-rtles ;'111 be c1e teriirin"+ !y
tYte CCnritl:si"nlt-C"r,Zrut cI' fncome '1ax after receiving
the yearly ;t"i)."nit ura /ct' !ricof ie 1'a-x lie turns '

firc eft'ective d.ate of this nelr system l',iill be

lst ,Ianuary, t7ft, ,ld',111 af-fect the :Jear rf iucoriie

lg7I. ,-L-i-cse af f ected, 'vrill be required to estiiitate
ih.i; yLurly incone ancl infbr"m 'thie fnconte 'i.ax Departtlent
oi in"t"-"rii,,,oted. figures at the begilni6g of each
year.

L97O 'fax:

As in the case of conpir.nies and- elllrlc;'ees the
tg7o tax \rill be spread fomard. and 'uill be paid 1n

elght ec1ual ins taliirents cn the d.ates lnd.icated. f or
einfloyees (other th-n crvil servants ),

+ " CHARGE Oi'[ O Rs OII ALL Ii.D IDUAL, YTES

!ilHO ARE PRO BY I El,lPLOYERS

Virhen P.A.Y.E. v/as introcluced- in i966. those
who were nct liable to surtax were exetnpt frorn the charge
.n tire value nf' the cluarters provid.ecl by their eilployers.
Ihis exenptirn lntroduced. sotne inecluity in that those
lvho received. jrouse alloti,ance 1n l1eu nf housing vrere
taxed. nn the urhcle atncun-L of the house a.l-lor,va.nce. I
have, theref.ree d.ecid.ed. tn restnre the pos-itionr,'uh1ch
lvas in exi-steuce bef rre the utrod-uctinn of P.A-Y.E-
vihere all the ernployees hcuseci by their enployers were
liable tr^ tax on the value of the -quar'tel's provided to
thenr. l,ilth effcct f'rr^'m lst January, L971, ancl affecting
the year cf incot,ie l1g/l, the value cf ouarters i,u111 be
chargeable to tax on all ind.ivid.uals lvhc are prcvided.
i,,iith nfficial quarters bJ/ ttreir etlployers" Tire rate of
charge r,rr11 be:

(i) 1n the case cf an ord.inary enplnyee Ltri" rf the
i-ncntie frci'i ei'rplo;rment liith a r'raximui'i of
t 52B ( ^r lihs . lC , 560 ) ; alld-

( 11/ in the case cf' a clirectnr nf a collip.uly,
,,ther thran a 'rvhole-tine servi-ce Cirector
Wl; cf his Vlcrid. ltrccme witil a l,laxiiuui,r oi
S75O (c,r;hs.15,000),

5. C,ESSiTTION CI' Ci\RI-lY ts ri0l( 0F' 1,0;SES .

It has be;n the pracL,ice fcr taxpaycrs to carry
li..sses bacir on: l/,ealr if ti:ey a.pp1ied to the Cc,rlririssj-orter-
Gener"al Lefcre tl-ie elrci- nI' tlte :/eel"r frllc'uuing the year of
ilcoiire " v,;ith efI'ect r'rcn lst Janua'';,,, 1971- , tro Iosses
i ill be alloived. to bc ca;riec1 brLc,j'1. 'file ilelv i,h:rnge will
afl'ect the clef icit r'cr the )'eilr cf incc,.ie 1970 and.

sr-rbsecluent Yeers.

,i'I'I'il HLI



tne Ccnnisslcne r4eneral,
tlie .yearlY ,icccunts and/c
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oi,iu rI'iix lie tui'ns '

Lna 1 iabi litle
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l;" tll::':":'lst ,Isnuari , rcrt, ,,1d. :l+," "'; cc t Lrlu J

197'I." Ti-cse iit"6'ted' "'t.iIl.be 
ruquireo tc esti''rate

tlreir yeafl,y i;;;r"r; ane 1nf drr,t i,he Ittcoirte 'J ax Leparti',reilt

cf these """-'iot"cl 
flgures at the beginnitlg' of eac'h

year.

As in the case of' coi,rpeinies ancl c-rllllilaJ'ees the
ITTO tax i;ill be spread. for,,rard- anci lri1l be i,.aid in
ej-cht ecruai- insta,l-ments on the d.ates indicated fnr

",r1ilny..= 
(nther th-n clvil servants ).

+ " CHARGE O1[ UARTERS ALL I1'IDIVIDUAi.,rvlPLOlTES
PROVIDIID !, irH IrSIi,iG BY TL[,IP.r/

when P.A"Y.E. l/as introclucecl in 1966. those
whr- were nct l1able to surtax viere exeini:t from the charge
.n the value of' the cluarters provid-ecl by their elrployers.
'Ihis exe.llption introduced sct.re lnecluity in that those
irho received ]rouse allot'rance in lieu of housing vuere
taxecl nn tire lihcle alncunt of tire Jrouse alloliance. I
lrave, theref aTe, d.ecid.ed. to restnre the por:itinn which
rvas iu existence bef ore the iittroductinn r-f P.-A.Y.E.
l,,here all the enployees hcused b.y thelr etlployers irvere

llable tr tax nn tire value of the [iua]rtels protridecl tn
tlrerii. lr,iith effect frc'rn lst January, 197L, and- affecting
the year :t' incotle -I97L, the value cf quarters rruill be
chargeable to tax 6n all ind.ividuals llhc are prcviO.ed.
r,ritLr of'fioial cluarters by tileir etrrployers" T'he rate of
charge vrr11 be;

(i) in the case cf' an orclinery enplnyee IYi6 rf the
incntiie frctii eiitployment l';ith a i,laixitllui,i of
i52B (.r Slis.iC,560); aud

( 11) in the case cf' a clirectnr" r.f a cnltlpany,
,,ther than a 'u-;ltol-e-tilrle service d-irectcr,
lSfo c,f hls Vilcrid fncclie ri'itll a i,taxiliitui of
fr750 (cr Shs,15,00C) .

5. C,ESSIITIOI\I Ol,' C;iFiF'Y lir\Cl( OF LO;SES.

It hais becn the pract,ict: i'r-l' terxpr,:;'/crs; to cllrry
lvsS€S bacir oti; Jrellr 1f the;r a-pt.1i.a to tile Cc'tiuiiisstnirer-
tleneral Lef ore the encl o1' thu ire il-r -['r1j-cvling tltt: year of
incoi,te. vrith efi.'ect i'rcn tst Jallu.,i"', 1'..171 , iic losses

'ill- be allctvecl to be ca;rieo bir.c.li. 'i'ilo ilti\v .,hrulge wiIl
affect the d.ef icit 7'or tire; ;vcar cJ-' iltcci,it., 19i/0 and-

sub s eLjtlell t Jreiirs .

i,t-t itl-tt,/
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5" Cessr',tio:: a,f cii"ry back o1. l-csses.

f wculi l-i-kc tn e;rrpl:asise that the nevi

Income Tax arrd.ngsnl'lrts -i- h:,ve n:irr.e l-nvcl-ve nLr changes 1n
the rates of ta.x r.or j-n t.,.t:; lerie.i. ,rf allolvances " i'io
one y.lil-I pay any s.d.di-tici:nl 'i',a1i in respect c.fl ail-r .ne
year of income (e:rce,ot flr -l,ire ca.se of a conipe.IlJ,'wi-shi;og
to carry lnsses bacii) " 1,Vha t I an doing t-s L,r &sk
everycne to pay up tnei:: l-a-r. eirriier and. 'uo pa;' off their
tax d.ebts over the ne::t fnu: )real:S. T'hj-s rilealls that el,rery
surtax and corp,)::a'i;,'.n.i't ta:l rtrye:'will- :, .le to f-ind-
mnre inoney for te.;ia.ti.i''n ptr-r:pcsc:s o\,rer tltc ne;lt fou.r years,
but afte:: that pe:'icd. i,ner:l wj-J l- be nc signiflcaint
amount of tax cleb'is; olr-'ista.nd-ing e.n,L it *ilL- I
hope be possible effcct:i.''re-t-y tc al:,rfish the p.resent
ctr-inbersome sJrs'j{tn or' l,az cl-eai'8.nce certi.fi-ca'tes since
e\rerJrnne sh.,t::l-d l;e ulj -l', lla.te v'ti'tir his -hax.

'I'he lley,r a-rj:anqrj;ucitis :,t:'--l-1 i:rc."'icie the
Excheq.uer vrii;h aiici.-bio;:::l- j.'e1:e.n{re in the comi-il8 ircar
to t:re e;r'uent of i.l,r't-i.t K€,8{i.CCC; as a t.esu-i-t ol some of'
the ll j-nCfa-1l ps.y;.1':^i:-us ,'c;: .tac:i- *,&x faiiing C.t-re,,

In 'i;he slrl;:--.,;l;etr,'i -i,lr1'3s :.:'-rr.:.ttci.a-L years thesc u.'-nd.fa.lI
payments r,viil be 'v-c-il/ inLr,l.n llio-r'c sir-bst:ntiai - perhaps
Kg5+ r'rrl--l-: on

fis.keu L.rqether': ulJi -Leura'tton p::oposals shculd.
aff o-ld an ,:tll.d.it:-cne.i- 1!g:. ".3 .ini-l--i.o.rl in the cining
frnalcj-a.i ireaJ. A.i'ue:' a.r..ir,r:ti-.1.4 1'or -L;he hi-gl:er revenue
de::i.:ed- f::o;n +,:r.: illoi?.,) u| ';h.e c3cnonlr and. fo.l tire
higi".er 1c,an roc':cir"r'ptj-riLt :rac.-r:Ii'l,s "ialling rl.ue C:-r:::.ng the
year, -[ 3,.r,pect f]'La-i, r"ei:c-:'r.ie v:,..--1. be about ii!t4 :r,:Lilicn
h.igher tir,'.rt: ).'.:. '[i,,,r r-.i:;';;r;:f i )i(ii:..i'. a..:.,i. tci:e] recc:ip',,s I n
the Il,ll-li1i'3.r.1; :. -'--::rn'-':;l: '1,r.-,-, il:Lilg- :i:-,f 'veLj-OUS ,:-iltef
rter,s, abcut iLi,It-z :r:"i.i1; c1i ],-;-gJ:er" Cn trre basj-s ttf the
recurrent estj.ri.:,-ies a.i't^.1:r;i..,' .i-n 'i:he irar:d.s cf li:libe:,:s "
th:.s sjtould. p.4c,i.ridc l;.e,i:i.tit ci recuirent sii::p.i.tts r+'e.bout
the sa.jne s_r-zc as "Ll:r.is Jrc,?,,:" 1rt--,c]. Ijrovj-ded. fite.r'c e_;e no


