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I attach a copy 6f correspondence with

regar4i^^is seeing Ur.UacOonald 
after the Whitsun iiecess to disppss various E'enja , 
matters. In his lettsr the 24th of llsy.

Lord Francis Scott names five points in particular 
wjiich he would lUce to discuss, and Ur. UacDonald , ' 
woul^ be grateful if the Department would let him have 
in due course brief notes on these. Ur. UacDonald has 
also undertaken that I should keep Lord Francis Scott 

informed if any important developments take place ia '. -■ 
the meantime as regards any of ^ese matters, and ^ .i 
perhaps 1 may be told if I an to say anytUnf oB t*tirf\ 
to Lord Francis Scottf

/f 4 Ji ■

jUrTl.vYU

Lord Francis Scott,
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n j air C. Bouoid^.!(t **—« C — j I aubiilt note* lor the Sa9retery al state's
t Jarterriew with lord fraaola Scott which has now "baanlA.- ^ C-Va^

f-^ ^tti,

6Cvw(
arranged for 4.30 p.m. on Friday, 17th June.

Tha aublaota which Lord Francis proposed 
for dlsouaalon were;-

(1) The White Highlands qaastlon.
-| ' (2) Incoiaa Tax.

I (3) The Hallw^ bi Dllllona.

I (4) The future of Tanganyika.

(5) Tbe raorgtiilsfttion of the Kenya Secretariat.

I

It t
A. It rtt'. c

‘'I s

2 i
7

I annex to this file lasaioranda prepared In 
the Departswnt on (2), (3) and (b). A minute by
Mr. Faakin on (1) will be found at green flag In 
32003/36 balow. 
the box balow.

•C., ^
^ /■>

L >’---------- A note by Mr. Boyd on (4) is in

v/C/S't-

eal^^ whether it would aot ^ 
I b* a gaod thing for the Secretary of Gtate tg refer
t ■

; at tha Istorrlew to the dlffioultfoo and oiitioism

I hare boon wond
I

J
«»-

14^
wUob ha has raoantly bean axperlanoing about labour 
oaBdltlons In Canya.1-*-<

g-a. It iMy ba that if the Secretary 
j of State lapreaaad thass dlffiemlties upon Lord Francis<Ca.<U»

^ 7i—

■"'i'l
i. ■ 1, b* Ml^it help in Xanya by szerolslng a moderating

inflaanoa upon the opposition which the settlers would 
no doubt display to protasis for more liberal 

[ liglalatlon.
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t

Iztraot froa lattar tram tba Seeratarr of atata 
to tha Ooraroor of Kanya, datad lat July, 1938.

aa

to aaa aa raeantly and aa 
I 'rti^oaa a

Pranola Soott oi

bad a oartaln aaount of canaral talk, 
nota ahleh I bad aada of tba dlsausalon aad, apart froM

tba toploa Bantlonad In It, thara la oothlnc of aubataaaa 
for aa to raport to you about wbat took plaoo. Ho 
rafarrad to tba draft laglalatlon ablcb la balnc proparod 
to oarry out tba raoooMndatl ona of tba Landa goMlaataa.

I told bl« that I bad roeantly qiprorad tea drafta and 
undaratood froa you teat tea Bllla will ba broo^t bafora 
tba Laflalatlra Oounell at tba fortbaoaln( aaaaion. Ha 
Inquired abat bad baan dona about tba ubofflalal aeiObaraUp 
of the EzecutlTa Counoll, and I Inforaad bla about tea

Ha alao aantloaad tea 
1 bad net, at teat tlat, ^

appolntnanta whlob you baaa aada. 
quaatlon of tea Llablg Paotory. 
racalTod oonflrMtloa of tea naoa that tee factory h«a

But I told bla teat 1unfortuoataly bad to eloaa down, 
undaratood dad aharad your anxlaty about aoll oroaloa, aad i 
teat I waa fully prepared to book you <9 la the aaaauroa 
vblab you are taking la grappling alte teia tearay ppa*>ate

,1

!

1

i
.t r J
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i. ■ttH HUMi

im* laqiOrM atetliw. tr a

—ttliaaal

••• laaaU#f Utu ^aoratavr of Jtata xmUA raaara it wim

foonaa. nts alaaa of aatuar -"Ti a
%

ba Aaalsaad ta attaaat aaald ba

Of a«a«a aai«

Ha aottlA abt ai>praaal af a

U« MMt
•OHM Of tka VMpoaala

Mt ■MIA haaa to ba aoaalAvaA

•A tta ■M if a

’a a^ppart Ha aoulA aartalal/ It

^ f Alt fawwirMla ta paloAt^tA*

P«t fiwaaaA all*

■Itb aa apaa Atal.

a.
liiMiili li

fPAaata IfliqilLlirvd vtiMt vgiiiljl

Uhi a%u tfca MaratAUr or utata toaarAa

Ika

or Atata aalA that tHa attt



h«r« IMHI b««a tlM« o*. •iiMld not •oaoura^s 4|ia

—tahllihtot la Um

> •Ion aould •oapat* vltb UM uaiM lUi IM% «kta

• foocrol. eoaa«pttaa »hl«h i^ght «• OVOfTtOllaB i«
Wtloalmr !hm poli^ ka4 bMtt ^

^%.V appUad vttb rMord to Um "ibI III mi

la to* at • jrauac aoloaf Um orv^oafei ^

far aa^Alaaol tVMtamt attfit 

^••rataiy or otato vould

»e ao Croat, the

aooarthalaaa no* ruXa o«« «Im

»aaatMlitp of •aalotinc, ae rap aa It oltoia tiM

prariaaa or >tt tha aatablli or

la«Mtrlo« la Kai««. 

apoa tha

a»t horo ocola aoofTtlUac
*

\%m ot ttm iwru«a«r pa%

** T>a ----------  "

Uad ‘>00010 aaott atatod ttet ha 

•hat tha Oaloidal < moo Itaaxr ohalahaartadly

aa tha oloa or rartaaloo, aa roo< 

Saorotovy or state iatlattad

hr -it* Oaa Pirn

that ahllat thor oauld

ha
'
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»Mi4r i> Vbm Oatonial OfflM to *> ttetr t>Mt for

Om oalMT. >M tktak um rraUaa wu 9ilt« m

■a aBUaipat*4 • graat daal of dimaaltr

▼ta-i-ata thtt c#taatloa> Ttnf

lat aoA i»tiaa • coad for aoM n

• thla oaa Uia oan*Tlaa of tba
%

paoalkla tlao for aakiac rarlloMat to forgo tha oIai»

olooaaatoo Lar4 rraaola .loatt latlaotaA that^Xtar

ropayoot al^t haro to haha pitta aauarot og tiiot

Ho thooahtt nawavoTt that It aheuld

froa tha Walloagr aiid aot froa tha any OTaraaaat*

ittar arLort fraaota laott lapitrat ithar, aa a

t9atioa« it aaold ha oaat I'or thaa In Saaira to atari

off with a rafuaal or with a aaecootloa for atyiraati
t

Tha oaaratarx of otata aaid that It oaa not far hta ta

l>aoalblr It noaU haoaiawaa a Tlaa ea thla.

■litlaat to atart with a prapoaal for aoiptlata

.aalaa* and latar t» anke a ooaproalaa :irapoaal|

hat that waa a piaatloa for than In Kanra to doalda

Tha pioatlon had boon rofarrad to tha

awoltlac tha >>awaraor'a anaww.Oowarnor and ha ai



i; 1

Secretariat i<e-or^anidation.

In order to overco.’ae tae Gon.;eation la the

Kenya Secretariat, due to the fact that the only channel 
of communication with tne Governor waa tnrou-jh the

Colonial Secretary, Sir Alan Pirn recor-iraended the 
re-oresaniaatlon of tne Secretariat to provide three 
Secretaries (Coionlai, Financial, Native Affairs], each 
of whom would have direct acoeas to tne Sovernor and would

be in cnar^je of a ^roup of departmenta.

The re-organlaatior^ which was finally approved 
in May this year differed from Sir Alan Pi.n'a scheme:

(i) in retaining the post of Chief Native Commissioner

See plan (£) 
under No.3 on 
38ii97/38.

with present aalary, but with executive authority which 
ne hajLnot hitaerto had, instead of immobilizing him by 
char^ln^ him, as Secretary for Native Affairs, with the 
supervision of a number of departments, the vork of which 
has no relation to his primary functions: 
consequential chancres in the* ;roupln^ of departiaenta

ana (3) in retainin: the post 
of Deputy Chief Secretary who will act either for the 
Chief ieoretary or for tne Chief Native Commidaloner when 
they are on leave.

(2) In

propoaed by oir Alan Pi:t:

do far aa the Department la aware this revised 
aoheme la acceptable to tne European i'noffloial llemDors,

ana It la thereJ'ore nL t clear whet aspejta of the matter 
Lord i-'rancia doott wianea to diacuaa. It m«y be that he 
merely wants to toiow whether the proposals have been 
approved*

There



There is one iraporttu.i reaj-'ict in vnicn tne 
re-or^^aniaation aa approved diilera from tne propoaaia 

put forward by the Governor.

The ioTernor recoiamended that tne Financial iecretary» aa 
a corollary to hia (general reaponaiol lity aa Principal 
Financial Adviser to joverii^*ent, should replace the 
Colonial iecretary as Chairman of tne dtendin^j Plnanoe

'The view taken In the Colonial Office, however, 
and expreaeed In lord Harleo^iVs Confidential .deepatch of the 
16th of Uay, was that tue Colonial secretary \ whose title 
has now been chauised to "Chief Secretary”) should continue 
to be’ the Chairman for the foilowln.^

(1) Because the Standi:.: Finance Committee is 
a body of such importance t>iat it is fitti*^ tnat its 
Chairman should be the principal officer ander' the Governor.

(ii) Because financial questions loom so much 
in relation to the (general policy of lovernihenr: t.uat if trie 
Chief Secretary were replaced by tne Finanolai Secretary 
there would aliooet Inevitably be a tendency :'_r the status 
of the former to be depreciated in the public 

(S) Because there are advantages in 
diesooiation of the Chairman from tne role of chief

. /»■

Committee.

11 on 
38297/38.

reaso.ns: -

the

tloverument protaj^oniat on tne matters before the Committee.
(4J jieoause if the Chief Secretary"^ceased 

a member of tne Committee it would 
another ^iovernment member;

to be

oe necessary to appoint 
and ti>ere Is no officer whose 

appointment to the Committee .fluid adequately off-aet 
removal of the Chief oeoretafy.

No.11 on 
d(Jai7/38.

the

0MAlthough Lord Francis Scott 
of the contents of th-f Confidential

cannot yet,b6 aware 
despatch conveying this

lec1sion
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decision to tne ioTernor, tnere doea not seer^ to t>e any

reason why he anouid not be told.

//

%



u
/

Incone Tax.

»

Iiioomc tax waa Imposed in 1937, foliowin; the 
recoomcndatlon of oix' Alan flm, in the face of ^reat 
opposition from tne Unofficial Uembers. Tnri »§i lat I nn

44-•^T!8“

dsa

Lord^x^rancla icott and l-isyi^drojan who, although 
opponents of Inocme tax, were anxious that a more soothing 
atmosphere should be restored, au^^^'ested to tne xoveriK5r, 
•ho passed on the suggestion to Lord Harlecn, that he, 

he doTernor

1 on
38054/4/37.

sbOLiid be authorlaed to make an announcement 
the' effect that the dfcialon as regards continuation

or^olltlon of Income tax would be 4iado by the iovernor
z «•<»...> ■>. f u.

when he was aatlsfied chat sufficient "s Mti» frijnms
V.3

ibAs ty- i^t#h correct cqnciuslonaX* 
This suggestion was not aooepted, it being explained toNos.3 ib 4 on 

38054/4/37.
Mi^s< Oregon by Lord Bar Icon at an Interxiow, and to tne 
Oosornor for tranamlaslon to Lord ?ranci3 ooott/ 
Secretary of dtate who remained responsible to Parliament 
was In a position to glTS such an aasuranoa. 
hfiwever.

that no

Lord riarlech.

told M^^drogan that he was prepared to have the
U ^ '

working of Income tax examined by an absolutely impartlel 
outside enqi^lry af^er the experiment had been given 
trial-' (’Pair trial* 
years.)

a fair

was understood to mean two or three 
The Inooma Tax Ordinance only came into full

operation last July and up-to-date Sia»i the results of the 
firat sla months' working are aTailable. On tne a^th of 
ipril, howsTer, it was reported in the 'Times* that a

motion



I
w

motion waa put down In the Le^jlalatiTe Council that day 
on behalf of the European Elected Members that a 
speoiflo ad hoe oonmlttee should be appointed to enquire 
Into the operation of the Ordinance with wide terms of - 
reference.

fw ■

Lord Francis dootf may, or may not, be aware 
that a difficulty has arisen In connexion .ilth the 
arrangements for relief of double Income tax. 
position la tnat, owing to certain complicated 
technloalities, which I need not specify, ^t has been 
neosasary for both the U.X. and the Kenya Income tax 
(totalling 7/- In the £) to be deducted from ihe 
dlTldends paid in this country by the East African 
Power and Lighting Oompany.

Company la finding jreat difficulty In raising further 
capital, and the dovernor Is afraid that unxess some means 
can be deslaed wnereby only the U.K.

(thus asolding the necessity for the Indlyidual share

holders to'ljlolm double taxation relief) these dlfflcultiei

The

Is a consequence the

tai^rneed be deducted

will load to an accentuation of tne agitation for the

repeal of Income tax In Kenya.

If Lord Francis ^cott mentiana thia 
he can oe told that the question is under active

iiftcitlon

conalderatlon with the experts of ooceraet Houae and tnat
wa are about to ooioauinloate with the Jovernor on the

I
question of what oan be done in Keii/a to enable ion^'r^et 
House to give the r<U>ief asl^ed for by the Compax:^. 
question hinges on the peraonax -.llowancea to Kenya

The •

income
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Income Xtx paorere who are not resident In Kenya.

a
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;
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£5,500,000 Hkilaa/ Debt.

In 1896 and 1900 suma, totalling about 
£5^ million, were TOted by Parllajoent for the oonstruotlon 
of tha "Uganda flallaay". the purpoaea In Tiea at that 
tlma ware not ^he derelopment of the preaont Colony of 
Kenya, but the affeotlve oooupatlon of Uganda, ita defence
agalnat attack by the Habdl or the french, the
m. !»«■«»■■• , mtn .
aaaktnwemthim-f K.ef ■Wialnaaai> meala. ^hat the

Inraatment would be ooiameroialiy profitable" wa* not 
cxpaotad. '

p.p>n9 at ae4 
of Sir k.Pirn'a 
Beport.

In 1921 and 1924, during dlaousalona presedlng 
the ralalng of loana for th«i development of Kenya, the 
q^ipalHoo of tbla £5i million oame up with the Traaaary.
By the lattar date It had become clear that the ayatem 
whereby the Hallway profile were abaorbed by Kanya waa 
both unfair to Uganda and also led to negieot of adequate

The Treasury melntaln^that ttie 
net revenue of the Hallway waa due to the Bxeheqfter,‘but ' 
^agreed that for" ten years fl.e. until 1934) net revenue 
might be applied to Hallway purposes and that no'Intareat 
would be oharged on the original advanoea. In 1924 the 
question waa also examined by the Select Committee on 
Public Aooaunta, which reported:-

■The Colony so far has mads so contribution
towards tha original coat of oonstruotlon. . . .

Committee would like to b< assured that It la 
formally recognised

4

maintenance of the line.

•

that the Colony la 
lodebted to Hla lia>4aty's Covarnment In respect of
the sum originally expanded on the Hallway. . . . ■

In rsply) It was
in 1925 that "tha liability for the repayment to Hie

stated by the Qolonlal Office '^

Majesty'a

s'*
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^ .

lUje»ty'» ioTornment of the eum orlsinelly expanded on 
the Ugende Belleey le definlteUr reeognleed",

In 1934, when the eubjeot oeme up for dlBOusalon
10 precarious

r-

(ns arrwiged In 1924) Kenya's flnanoi 
that It ««■ egeln agreed to defer consideration of the

in

318T9/19/38.
In January this year the 

Kex^a la ooe
thia time until 1936.{ftatter*

Treaaury duly raleed the aubjeot again.
preparing a full expoaition of Ita »l*wo, which will ne

This attitude, which - idoubt bo strongly against repgyment. 
la In conflict with the 1925 admisaion of liability, has

been taken by dir Alan Pirn in bis Heport (published in 
193t'''and generally accepted by U.U.l.) in which the hope 
■aa exprasead that it would be found possible to rolleya 
the Colony of the prospect of thia heavy additional burden.

t »\

\ > -

M

//
/i^i

a'

/■-

• I <bink that it would be well to bring it home 
to Lord Prancls Soott that complete remission of this 
debt, as suggested by Sir Alan Plm, would be a very 
dlt'floult proposition. The Treasury will certainly
stand out for partial, if not full, repayment:

The hailway may
and they

will have a good case for doing so. 
have bean built for Isverlal oojects, but the Treasury

attitbde
I

V



\
.Uitud. 1. that th. Railway la an asset to the 
country and la makin* money, and that the motive for 
■hloh It waa created le 
argue that there la 
adTances were intended 

1 annex a

quite irrelerant. They also 
no queat^n that the original 

to he irrecuTerable.
copy of the despatch In which

to the dovernor. So 
though a reminder was 

^e seen that the general 
some repayment will

1
I '

this question has been referrea 
far no reply has bean peoeived, 
rsosntly ssnt. It will

i . -

tenor of this despatch is that
hare to be made.

^1.

-sth —■

<0: /
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g K M T A'

^■jiorii;';yrTgi.. /•bruMrjr iMl.

Sir,

I IMT* tha koBMT So r«f*r to sir Joooith Bpno'o 
tok Ho.liS of tho ISth of OoWbor, 1ooafl4antlol 4oi

fiMstloB at tho ropo/Mnt of tho fiS,aoo,000
»rool4o« i«r HU haiooV'o Ooror—ont tonrta tlw M»ltol 
soot of tho Kaar« ant agonta Rallaoa.

2. Aa jrov ora ooara, thla foostlon la to oona 
for roTloo thla jr**') •»* tho Lorta

Triaaory hara rooontlgr ragasatod that tha aattar aaf %• 
br«ight aadar oonalharatloa forthotth. It vlll ho

I

laalonars of tha

oasarg for Parll laat to ho Ufaraad la tha 
tha jroar of ahatorar oomImIoo la roaoha*.

S. In hla Aaapatoh uruUr rofhraaao 
Sir Joaotth hirraa ladloatat tha raoAlnoaa of tha Kanga 
OovorMiaat to proaont Ita 
alaU la groaUr Aatall ahoaU It ha raqaaatod to do aa la f 

with tha rovlaw of the aattor ohtoh auat

j,
t

far tha raMlaalon of tha

✓
andartakan. I ahaald tharafore ho obllgod If you oould 
aappljf

ataadpolat of tho r( 
tagathar with

with a raadiM aattlog out. fron tha
Mnt, tho oaaa for raalaalon, 
whloh /oa aag ^ah to offar.obaapratli

Tha oarllar palltlaal hUtarp waa aot oat la Sir Alan Pla'a ,, 
Roport.and la tha iroadua of whloh a oopy waa aaoloaod

In
OOUDBIOR,

AIR CHIIP MAHaHAL,

SIS RO^niT BRU{)U^PaAH, O.C.V.O

ato.,

K.O.B..G.H.p.,D.S.O.,A.P.C.,• 9

K
kite,. ate.

✓



in Sir JoMph Q^rjM * • dnapntnti nndnr mfnmtton 
*111 ■*< b« OMaannr/ for thoaa 
la Iho

tlM hlatortel

I and It
■a**>U ta bo ro-oteta« 

naom onlaaa jrou thliOt it daatrabla for aoir of 
I aovldarswaata to ba furthar alaboratad. 

obaarra, with raaiMat to bara^aph 17 
fomardad by sir Joaapb Hyrae, Uwt T foar that It owad 
not ba poaalbla to auatala tha 
■ar* lofloal for tlM Iia>*rlal

of tha ixidm

•rfe-uaant that *lt la no

'•PaSMaat of tha oplgliMl groats for tha Hallway tha* It 
•<mld ba to daMhd rapalhoat of tha Oyoata-lr.-M<J*,

•adalaalon" of tha Troaaury oonearaad oaly the parlod 
ohaa tha Eaat Afrlaaa rrotaotarata aaa dapandant on tha
Hoad Qooo) It. '

4. It oaald ba af aaalataaeo if, aithar 
eovarlaf daapatab or la the

It a* tho fblloalag aattarai- 
(1} If It la daoldod that 
ta tha I^tarial Traaaory, MMold

In your 
iraadiB, you could Include

e(

poyaMnt ahoold ba

•ny portion of . 
tha U*lllt]r fhU <«>oa (aaya Oorotoaant funda aa 
dlatioat fpoB 
If aa.

af tha Railaair-d^daiatretion : ^
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