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2. Governor No.5206.--==m==-==-o-=-=-m-=m—- === 8.10.36.
Prenemits memo. received trom Lord Francis Seott on
behalf of the Blected Members Crgenisatvion,on certain
aspects or the ¢im Report,and comments on tire verious
pointas raised. T R T i

g 5T J1.3YaRE(670 "0 ST O BuTIoMLeY) .. ... wer031.10.360
SLatés that a.letter rrom the EleGiod Members wis-eont
to the . .of S. by Air Maii without comnengs:ihese wild
follow. i .

-

AeGUY KENYAwo e oaos G09: . . ABb ... emskh 104300
Trs.letter nddressed vo S.ol .0y —xxd Prancis SEGTL,™
together with & copy of & covering letisér signed by the
Bari or %“rrol and stgtes that a despatchx S@mentihg
thereon will follow by th#a next airmail.

‘iore %\:u;,. T o socmmi < o 3 3 RS L7 5.11.36.

Requent® thnt Kenye despaich,No.122(4} be resumbered
. 297 No.575. (0 UNLS {AVUTE

PR 16.11.36b. PESTRONED URL:R ‘-""’ E ;

£.GOV ' 5 Tur UTY (WADE) - oo v v v - CUNF.124. . ii.waed 11_4(',‘;~f’

Porwards observatione on englsssid’ - - ]

=>

7.G0\/.KET-5YA........-.....Tm..(P.&.P)--......‘...15.13.‘:53‘9_‘

2., P A o States that as the enclsto (4)has besn-publisted 16cally

] 7 an early and definite reply suitable for rubli®atinn - _

. would do much to clear the air and rut a stop to -
obstructive tactice now being sdorted.

. 1 ‘
I have had a copy of the Governor's

telegram attached to this file in view of its last
paragraph. As the Governor says, a reply is now.

required to the letter from Lord irancis Scott

enclosed in No.4. The comments on it are to be
found in No.6 which should I think be read. It is
quite clgar ﬁ-gn‘t.he dupibch hpv facts are di’*stgr‘tv.e@w
z a.n_d‘misrepresenteé. Government” have néfslr'haﬂ any i
‘A;;‘Lnt_en"cion of departing from ordig’:nj;;pmced;ré “ip
. regard




regard to the Estimates (whed wazll"the
budget“in Kenya), or in regard to the
proposed legislation. The ordinary procedure
was always intended and will be followed. It
apoears from paragraph 5 of the despatch that
the Government *p‘!:ggeed;i to make this &s clear
as they could and yet Lord LFrancis Scott
repeats the mistaken version. '+ '

It is the case that it is now
cont;ended that, Government has faked the  ~
Estimates of Kevenue so bas to kE'ep them on
 the low side. Two years ago when the Elected
‘Members were shouting foi‘ ecénomy, they
gccused the Government of faking the Estimates
the other way round. The fact is that the
Estin!;tes have been prepared as usual carefully

and cautiously, and if more révenue'is
realised than was estimptfqd owing to better
trade conditions, 50 mﬁch the better. In that
event there will be no fear of a deficit.

The old story about the alternative
taxes being‘aergency’ measures is trotted out
once more. ‘It is perhaps hardly necessary to
point out that there was nothing emergency
about them. To introduce an income-tax can
never be an energency nonmro ind the

‘ alternative taxes were put up as an ﬂtm:tive
’ to

. performance has been dealt with in the despatch
~No. 837 of .the 22nd October .

_of direct te.indiract taxation is a device to gam

to income-tax to which the "people of Kenya" declared

themselves opposed. Lord Swinton said that when you
had two choices, the one which people seemed to

prefer was the one to adopt. This particular

Uf"ﬂburse the~idea of ccnve..mg a&,mte:;-
territ,onal corrference te- wﬂmder the proper ratxo
time. It was never trqtted out in 1939/33 and it ioms
so transparent a device t.ha‘tv I wonder it had been
put forward. Sir Alan Pim has recotimended the
imposgition of income-tax: the Government of Kenya

is prepared to adopt the mcnmmgggauou, ar!'i thg -

other territories are ready to co-uperate, a§ R
know, and are being invited to mske an announcemenrt

to the effect that they are o willing.

As a last resort Mr. Calder's pronouncemeat’
at Gem;va is being uéed as an argument. But it is
not a very good argument. Mr. Calder was stating
the obvious fact that Tanganyika had not been
particularly anxious to impose. income-tax and did b

o

Wﬁa’ ve to do it, though it

not think j,t advisable to do so if Kenya and Uganda

» l*is intores'ﬁng to note that Kenya does not see any

particular R“'km for 1eg1slation in Tenganyika and

7 | Uganda. This,w not appeal to Sir Humphrey



An interterritorial commission is
gimply nonsense. Circumstances differ widely
in the three territories,as Kenya are always
pointing out when it suits their book, and the
ratio of direct to indirect taxation must
depend on the circumstances of each territory.

—For~ instance,~it ymx_have:; iimunitjuihew

everybody is prosperous and go'mg in for over-

geas tradeir large aquantities, there is no need

for direct taxstion at all, as was #ﬂﬁ

panifested in the Gold Coast end in Southern
Nige.ri.a.in {hie old days. Direct taXation in
Africa has always been a refuge of the revenue
collecter in order to extract money from a
self sufficient and self-contained population,
or, as in the case of Northern Nigeria, te
reise some money &t all with which to run the
place.
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38173/6/36 Kenya

mr.Flood. /Z /11/36.

Mr.

Mr. )
Downing Street,
Sir C. Parkinson.
Str G. Tombinson ; e
| A R MAIL / G November, 1936.
Sir C. Bottomley /7 1 i /
Sir J. Shuckburgh. W

Permt. U.S. of S. /67/\(/ )
Parly-US of S w i

X Sacntary oj’ State. " ’4 z‘g' [( M

‘ Sil",
ey mn _
DRAFT.
- I have etc. to acknowledge
KENYX. -
% « (4) the receipt of your despatch Nu.575
; al/,
GOVERNOR. of the SIStA/October in which you
enclosed, for my consideration, a |

letter addressed to me by Lord Francis

’_’_jit_t/(“th a covering letter from the
77

J24 £ budad
7 Earl of Errol€
A

et caus
2. I request that you weulké
L) Fuameio Scott Ghe o
inferm arg) that I have

FURTHER ACTION.
: received and considered theiw letter;

that 1 have already stated that 1 am

in gené®al agreement with the

recommendations




R
C. 01 >
recommendations of Sir Alan Pim's / M. . 2y
&, it is your /intention that this
report, though I have no desire to Mr. \
8 C. Parkinson ' legislation,/ aftér passing its
fetter discussion atd/proveke- 7 Sir G. Tomiindow: R e )
£ Sir C. Bottgmley. !'_ .second reading - i1£-34-pespassod -

nmnm or to seek to make it SineJ. Shuckburgh.

' ‘guse be referred to au

. > * - ¢ M = 3 ‘ Permt. US. of S.
- sppesr that 1-had gi _finalAdgwx_ou‘ - = . B —a e vs.35 - '-f '»< _::': ; ) . T
: ) Ta i \ ="K 1‘“""1,/% ~ A S ’ugitnt.éeu of C‘o_unclil- 1_n‘ae®-r.dar1f:-e
on matters s0 cloeely affecting the = S = =Y
2 : _ with the normal procedure. I
,Colonyand Protectorute ot Kanya. with-. - i TR =
iy o, v " further understand that you have
out wutmg for the viwwy W = - G oy ‘ = ~
i ) s never stated that it was Government
Government. I-understend that the ’ b = e
bv i F- . intention merely tu have the
~ procedure which is being followed in L = . ' ' - S T me
Estif#tes discussed by the Standing
connection with the Estimates for . -
: 2% ‘ Finsnce Coiimittec-without takifg ar
*:7987 is the ordinary procedure which - ' - :
‘ . g . action in regard to the draft
_ is invarisbly followed under the R . - ) " e e,
e P i legisﬁtion which has been publishs

‘Standing Orders of Comncil by which R T R - o .
’ . . . 5 : : B for information{in the Gazette
‘ the Estimates will be considered by ' ’ —

b

%S
[ #he Standing Finance Committee. As

; ) I 3. It is happily the case
_FURTHER ACTION. —
i that the financial position of Ken

p regards the proposed income-tax.

Frwst )
ahoul\signs of improvement, but it

I*Iltinnc i€ \.;mdorgtand that., i M o il -
w . : Ll 77 is necessany to be osutious in the
accﬂdance with thg um&]}” S ksl &R 5 b, 2 T




Dee———
Y C. 0. I
. My,
o M. draw in th vtfn—auddea tback,
_ e event o setba
especially on the revenue gide, and Mr. ( ‘,. a
Sir C. Parkinson. 744 e ts
1 emmnot think that excessive caution Sir G. Tomlinson. o ave eady, n my
“\ Sir C. Bottomley. s W ;g
ha# been shown in this regard. It Sir J. Shuckburgh. Comrr™ " despatoh No.837 of the 22nd choben
S g Lda e
. T ) Permt. US. of 5. . .
witl be‘v;ithin gonr regollection they . . - - S— 5]5"-‘ 2 e Qealt with the suggestmn that my
- ) Lo . v LSO . o e ~ S — 7“ - .Nq‘ -
on previous occasions Government has i cil i “jmy i T - Pr cessor iy 2o6s was mtendmg to
S I " Fapee - W o
i —— - - E.
~peen accuged of framing the revenue DRAFT. - = . cwdkey dom . general} pr1nc1ple to t‘he
es‘timates in an unduly favourable light effect that the unofficial EMmpean
4n order to d.mB““" the resl findncial . i : . commnity had the right to select the
‘jgsition. 1 see no/reason to assume - - : ' taxstion which it should pay, aid’l
T’ = : 3 ..‘_ = ,‘1:? . 2. LR -
“that the Estinates for 1937 have been ' oL T SOUEE SR do not wish to enlarge furtherom -
'ddll'ﬁerately - !'8 e Bevpbiio ; that topic. 1 t.hmk it well, hovever, -
5 - ; P
. to point out that it is incorrect to
than %o umﬁ#at thewmo‘n.m/ur . P .
years ago were “"u7l AZe in ﬂ. “ 1 - L’i " refer to the taxation which 'aé
the Pinancial positﬁm e hproVe. R mtroduced in substitution for income-
betantislly, then Govammnt will ba. 7 W fox wn '“"89“’ "““m" It mudt

be renelbared nlways that those taxes

5
o o

a Mt:.on to set is'ﬁe ﬁﬂ‘ fron

'ere a wbat:.t.utc for 1ncone-tax

<

tho inco-o-tu pmposals were

: “%the develo;gﬁnf, of the m

,-q wm be ﬁnmed*ﬁa vhich

%

ﬂl‘ provide a source from which to R being



being submitted /and were under consider-
ation, there was no suggestion that i+ [ norme Tart
was in any way a temporary or emergency

.messure. It rd ; s that &
n |‘mre> 4 ~qc‘:o m&"&u" , »
“alternative Taxatiom which replsc®a1f = L ==
could not properly;be described as ...

!
3

] 1
emewygency or temporary.

: @

} conaid):(ed by those whé are in \_‘}est
‘ g = /

| ) .

that incomg<tax is Mé o

o AN L
it & & Gl

7 e’

‘ st view. QAM J
I caieTasc o wu{na-q
+ 5. With regard to the‘wmggestion

o7 Ay ~

. that, income-tax will failein'3ts

44 1V L applied m!ﬁ&u alone and not

‘ L ,“_ }

: FEN ‘ LI S
in_the adjbini_ng territories, I have

Ig,//s now , =

C. 0
. M.
M. Uganda and Tanganyika, as well as
Mr. 2 L
'Siv C. Parkinson. Bomelidwmd, will be fully prepared to
Sir. G. Tomlinson.
Sir C. Bottoriley. take whatever action may’be nécessary

Sir J. Shuckburgh.

< iy B US oS ~t6 prevent any evasion. of'ttT.hei't;axlby
m T Pany TS of S - s - - L T TR .
- L2 i ~ .- ey -— - - - - -
’ o Secrelary of State. _ persong or.gompanies resident in
; ST it “** Kenya. 1 @m corresponding with you
ang it is

-geparately uh thia ppirit_r

. Y, ] ‘
_not fiecessary for me to say any more

in'thi'ré'vsl@'&!;&%gl;; ol P
. e ¥
6. The appointment i Mn- intgr-

serritorial ~ommission to riaf:oi'tm\ip'tlmu\' -
the proper ratio of direct to

indirect taxation /;oa}y—be—rsgmed
ot

X Ew.m It cantot be

contended. that conditions are the




obvious that the proper ratio of

direct to indirect té#ation is not
a matter which can be settled for

different commmities, or indeed for

the same community in different

circumetancesiin the same way. I dc

not see that such an inquiry could
serve any/\/(meful purpose , waxdror. €

’
7 Gt

Tequesitheinyou-will oquse-tms JOARwAN

’daspnteh,bo te cvEmunieated o

bovd Rreaneis~Scpidy

I have, etc.
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Telegrem from the Governor of Kenya to the Secretary

of .State for the Colonies.
1 Da"bed 15th November, 1936. Received 11.21 a.u.,15th i'ovF
..-_.._..?_L‘_,_-__
Private andé Personal.
i o 2«3«-,5’ e Your privete and pcrsonal ’Leleg‘cam oif l Ith Nov e T

- Like you I mn most enxious’ thah Nativos 8

-

uld pet
aw

- _rBlief without. delay Bt 3t would Be T %o you T¥-1
-~ =>d1d not polnt out<the locdl snags.

. B ond i Finance qunif%ghzs' lews were contained

1 Yalsh't .e.orandun enclosed #h my cespatch H;T$b§§>3f‘

8th it ovember. /’ i

Gipht 1 swyest the following compromnise _for your
24

considerction. That youf@houlo nov jafor: me that 1t. 15

definitely the ﬂesixe_ﬁf His lnajesty*s Goversinent, that
tative texation relLé%\Yecmnnended'Eﬁ'le ghould b€ = ...,

glanted comnencin

AN

with the raising of age with=e§fect

Liom he let Japlery<1937. That the question of hut

tax relief besexomined during that year with a view to

iutroducti in 1938. ‘When the financial effect of >

reising e age hag been approximately ascertained a

TeportAo be sent to you when you will conei’er Pim's

recofinendations about borrowing should such & found
necessary.

g;d7& G#) vrancts Scott's letter to you of 3lst October will
I think show you the futility of pandering any further
to the European Elected liembers. As this letter nhas
peen published locally en esrly and definite reply
suitable for publlcation would 00 much to clear the ailr
and puf, a stop 'to obstructive tactics now being<agepted.

e

gL [



Nairogl

é;;\“
GovernmenT House ’

KeENYA

4 TNovember, 1930.

Sir,
1Y on 3?/7i/§6 With reference to your despatch 170.795 of
5 i § ' the 8th Oétober, 1936, on tke subject of Sir ilen Pim!
o teer )
Report on the Financial Position and cyetem of Texation
in Kenya, I heve the honour to state thet T heve been
ina+ructed by Bir Yoseph Byrame Lo offer tre fnllcwinéi
6bservationa on & Jetter dated the T31st October and
addressed to you by Lord Francis icott, of ghich = moag=
hes already been;Erau5m;€ted Loy ander cover of the
LLo Governer's amspa tol 30.57E ~F the 3let October,1936.

2 Puracrapns cne en” SwWo of Lor? i*e;cis
Scott's letlewm call foi wo comment, since ~he.fivaﬁ
concelrik & previous letter, date? the 26%th September,

witu whick Sir Joseph Ryrne had aLread declt ip his

i de

patoh Ne.B2o of the std Octn~her, and the tcfond is a

y In “%coord-

quotation from the coummunigue 1e8=nsd loeti
ance with the instructiocias eontained‘in vour telegram
of the 17th October.

3. _ The third and fourth paragraphs of the
letter amount to no less than & complete distortion of
facts.

S o -3m7& a.ég ;n view of your decision conveyed oy telegrar on

[ ~/; the 30th Septewber the Income Tex Bill with the neceesary
concomitant legislatii:, was published for introcduction
oget o 38054 %é iito the Legislative Council, in & special edition of
tHe officiel Gazette dated the 3rd October,1936.  The

publ cntidn of the Blll was B necessary preliminary to

5 ‘\ Sor ¥

the/

ORMBBY GOEE, B.C.y L.Fi: )
axcammx F BTATE FOK i3 COLONIES,
"DOVN]NG STREET, LOKDON, S.¥.1.

[ M g 0T o
s )jﬂﬂy? HON.
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indeéd, thet the putﬂ:‘icetion of Ekc Bill in tm official

24

the presentation of the Draft Estimates for 1937
inqox’porating provision for the introduction of Income
Tax. It would obviously have veen unreasonable to
seek the approvel of the Legisleture to tpeee nstimates
without affording some details of the tax&tion measures
on which they were based.

1 am unaware, however, of eny original indicet ion
that these meaauzes would be introduced or considered

contem‘porlneoua]g with the Budget. I1t-was a;pa*ent,

Gaze’cie ‘had been miaconstrueu, aud, in ~oneequence, t@g

g¥vernor invité® Lord Francis Scott and ?éptain Schwartze
as the representatives of tne Wlected Evvorasn . tiwbeTy
to & meeting with myself on the 16th Octeher ﬁl’\-L a view
to dispelling this misundess vending. Twe conclusion

of thie discussiull, whichk Lord Irancle sepht records a8

an a.greemgnt, was that the praft #etimetes Lo ivs7 would .,

follow their normel Ccouzss. [ Cttach & copy of & letter
whioh with the edvice of the Exerntive Cour~il ihe yorernsi
authorised ma to sddrees to Lord Froacis scott efter the
mee ting.

4. Sir Joseph Byrne strongly deprecates the .
Btatemﬂnil “an agreemeni wae reached whereby the intention
of Government was restricted %o the submission of the
praft Estimates to the Stending Finénce Cormittee™.
Government accepted no restrictions oths; than those
imposed by the standfug proceduu of the Legislative
Council: whexeby, after tne ,pruentation of the Draft’
Eatimntes, they are referred \!itbout delay to the gte.nding
Finence Committee for & detailed examination and & report.

Except possibly in the event of grave emergency it would
not appear desugble or politic to inttoduoq 1egialation

mponing any d!ﬂic alterations in the mniﬁ ‘forms of
ﬁgntion/




expla.natiou of the pos*tion was given verbaelly by me &8

3.

taxation in advence of the acceptance by the Legislative
Council in orinciple of the proposed alterations. “hen
alterations are proposed towards the end of any yeer iu
is therefore normal procedure that they should ©te con-
gidered in principle in the firet instance in connection
with the pudget for the forthcoming year.

5. Owing to the fact that misconstruction was
placed i;: the| local Press on the letter conveying the
result of the meating to which I h&ve referrea, & further
Colon;al t%ary on the 1'7tk: gc?ob-r tc tre _dltor o

the Eaft Afuc&n stﬁrdaxé £nd waa made 1'1‘(1%« in tre

isAue of that newsvﬁ;ar of ine th ctouﬂi‘ The ,5/‘

explanation we %ot effect Liat the Geverime:nt ol
4

Kenya ~xpose ?zo auébw nc&*» 2 )roqedule. ag had elwayF

been theii: xuwuéior ) Thw e-y“m.au w aed” eccepted

withdGt Tevsd; and I e thﬁrétu;e aj « 1cc0 %6 tnderstand
§ £, o e
the gromnds on whice I7Td Frencis “Ecott now segre Lo

i
= .

revive the misapps;shen” e

6 In the next sucreedin. naragracthe £T nis

legtem uord Frencis seott sugeesdts ‘.'«;ax., /s @ consequence

of an over-conservative estim.ve of *avenue to Le derivs
from indirect sources, and the incorporaticn ¢l provision
in resrect of capital acoumulations, the Draft Estimates
for 1937 do not reflect a true picture of the financiel
position for that yoar
I am edyised by the Treesurer, &8 regards the

first criticien, th the Revenue Zstimate is vased on &
prudently optimistic forecast of 1937 trede conditions,
and that the suggestion that they concesl & l&rge surrlus
on tm year's workings is untenebdle.

.- 7, 'rhe second reference toO yroposed wcapitel

abouga}pti_om‘ it is presumed, meinly in consequence

into the expenditure gide of certain

N




R

5. i\

Little value would appear to attach to tLis ar purent
derived from & Report on the finances ol enothner Cclony,
yarticulaxl_y in view of the fect that Cir Alen Fim, 1in
saragréph 384 of his Report on Kenys hae slecifically
recommended Income Tax, and in paragrajh 385 has steted:

wrhe working of the Tex would obvicusly be greatly

faciliteted if & similer tax were laposed in the
two adjacent Territories, but this is a question
for decision of their Governments. Tre t&x
ghould not be incapable of operetica even if lenye
s+o00d along in introducing it.?

- 10. I uneerstand that the main grounde_for
spprehensioch are stated to oe the difficulty of eneuring
the collection of Incame T&x frem &1l Com, aniss sgereting

= e | -
in Renys, &nd the edwerse eficctic =ihich a tax on earnings

would bave on Keuy= registered companies in relatton o

companice regisiered 1O ligands @ad Tenganvike Territory.

My attention fms, hO®ITAY, veen inviiea %7 ne possibility |

of mic_ondtiuction of &8 statement atiriputed to LreJahe

Calder ii Tzcss reporte of the ¥eering of the Permanent

=~ =g
yends tes (own . zion et wieith the Tangenyike innual Terort
for 1935 was congjicered. Tiis s+etement i iFported

as fuliowe in the issue of %h& "gest Africs end Rhodesie®
dated the 1st Cctover, 19561~

"I, Rappard was not entirely convinced by re&scas

given for the abandonment of the proposed Income
> Tax, tnd asked if the decision was final.

g Mr. Calder said the extra staff required for
collecting the tax would be disproportionate to the
revenué obtainable, but I Rapperd thought the
cost mould hot bé very great compared with the
Native tax levied on hundreds of thousands of

people
Axiher reason, Vr.calder said, was the
decisjon not < impose the tax in neighbouring

territories, as, if Income 7ax were levied im
Tanganyika and not in meighbouring territories,
capital would be deterred from entering Tanganyika,
and firms would establish themselves in other
territories."

I em advised, however, that the obstacles to enforcing

T

the tax have belu grestly mngx;ified. In this connection
the Zafhapaes

torney Genersl have edvised that eny

. c omp;pqy{ .




Company operating in Kenya must register in the Colony
[ ] and that it then comés within the ecore of the Income Tex
Bill. 1y advisers therefore are of the opinion that
there is no necessity &t thie juncture to agk neighbouring
Governments to passe epecial legislation to av_oi'd» .tl;;e: .
possibility of evasion. 1f, however, in the course of
1937 it transpires that some measure of ective co-oreration
with the neighbouring Governments 16 necessary then the
T - question will be reopenea with the adjescent Territrur ies.
) In thig,connection 1. kuld 2] H,‘af. a verbal
assurente Has nlreadir been recelvad from the Governors
of Egands and Jasigeiyike—Jerritory that their Governments
will co-cyerate, if the neceesity arises, vy the iulre
oo W guétion of special iegislation. :

11. Tt is apparent f.p: Lord Trencie beott's
prepusal regarding the appointment oI &n Tautexr-TesT¥itorial
Fiscal Commiseion that the n.ndarlying Buggeati\'u i6-that ]
the imtroduction of (ncome TEX wolliThe cnndn; onal~en
the findings of such & Commission, if appcinter}. -

Apart Irom Lhe fact thet Sir quyapbf-]aﬁne CEfHoL
but belleve thet tnis suggseted dalay ig parv of & policy
of intentional okstruction, he desires me to emphasise
most strongly his belief, which he has expreased on

geveral ocoasions since 1931, that Income Tax is the only

means to ensure finencial stability in Kenya, and that

ite substitution for the existing unsatisfactory piecemeal
texation should wes ‘bea 2nlayed longee than is absolutely
necessary to ensure & fair exsmination of the legislation
through which it will De applied.

In this connection reference is invited to para-
gxlphl 7 to 9 of the Governor's Confidential despatch

3on 38'/73/35 ¥o.118 of the 16ub ptember, 1935, in which he suggested

that Sir Alan Pim‘eheuld advise regarding the retention of

the/




Te

A

the Alternative Revenue NeaBuree, introduced during 1933,
before any general review of the fiscel system took place.
12. On the unanimous advice of Executive council,

given, 40 Sir Joseph Byrne on the 31st October, I have to

Mnn ,nu thet, ehould the majority of the standing
Finance Committee report in favour of Income Tax, it i8
:p‘ropoled that Govermment should proceed to pass the

Income Tex Bill, already published for introduction into

_ zegisletive Council, iz sufficient time to ensure its
tnpncltion m 193'7; tm\a,)ec‘\:J of courna. 1o amy- emendments
that mighbt be made in Seleoct-Cdilinit tee. S

j
. A1l membezs of Executive Council view the pOsEibil-
ity of any retreat by Govermment from the position hich
pas been taken up on this Queltinn with feelings of ¢ :
a.ppubanaion, eapeeiuly fn Hew of the fact that this
pal:l.tvignl’is 'b;led on equity and an honest belief that

without the introduotion of Income Tax the-financiel

stability of the Colony __c;tnnot bc~pexmlnen1i1y sssured.
1 have the honour to bey - - 7
8ir,

Your most obedient, humble servent,

Gm




(Copy).

16tk Octuter, 153u.

Sir, o

he it seems that the situation in reperdé to
Goveinmant's proposals for the introduction ¢f s&cme
reorganisation in the methods of direct texaticn ie ot

clearly understood, and in view of the rezreecer‘=tliont
méde to the GovemmeTw, by vourself and raptai &:rwartae

on ben&lf of 4+he Europesn Elected Lelvers ai &ar 1r".eY‘V18w-

a3

with His Bxcellency this mornimg, 1 am siitoriss’ mv

di. Smeelleincy oo idferm Fou t <t alttou-k Lthe Tncooe

Tax pill end the Non-lative Ioll 77z Pi11 rzve loan
pubileincl with e view *7 introdurtion irtu [.gisletive
souncil, tais prPlicatiun ades ...\ wear *rail Loveriment ‘
suseset 2 introduc. them without the 1ullzet cluv.uera-
tivn. The »roposeir w: @ Iub judice pending ue Repurt |
of Lne LiBnding Finen:s “ame 4 ves oo Wiom they wilu be

L afaer~ad«for exsmination., undsr starding Fulce "~ Jreers

of I-eglaiative Counci’, wnd the cvemgidoms
Report bqf L(;\gj,aln.tive Council. The Standing ¥inance
Committee is considered by Government tu be thre proper
body to conduct the investigation which is understood

to be generally desired.

I heve the honour tc ve,

Sir,
L Your ot.dient servant,
' (8d.) A. de V. Wade.
’ COLONIAL: SECRETALY
THE CHAIRMAN i

EUBOBAN EIECTED MEMBERS' ORGANISATION,
5 NAIROBI.
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sir,

7
&

. 1 hawe the honour to enclose nerevt\.th a
Tt T e é' I%tter addressed to_you by “Lord Francis ‘Scott,
T e .ﬂhalrmm of the Ehn‘opemf’ﬂ&ec’ned emba'rs Orgam:.z&mm
& together™ with & copy of a covering letter slgned oy ‘
" "%  %hegerl of Erroll.
2. As these documents wWere only ’x‘muad just
prior to the closing; of the Air Mml it has not been
posmbla 4o comment on.the views erpresaed by the
n.lected Membera A considered despa’och will,
- hOWeVer,. follow by next. Air-Mail.

~31 have the honmour to be.

3ir,

- Your.most obedient,- n@uble ervant/

THE RT. HON. W. ORIB , P.C
CRETARY O STATE FOR THE COLONIES-

OLONIAL OFFI
WNING STREET, S.W.le

;
el
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. ELECTED MEMBERS ORGANIZATION. 0

P.O. Box B25,

NAIROBI,
KENYA COLONY.
.’:ILIPION-X tﬂDlL .
miLmoRame! “SETTLEMENT mrmwmon 0 October 3lst. 1936
The Right Honourable
The Secretary of State for the Colonies,
Through His Excellency the Govermor of the Colony
and Protectorate or Kenmya.
sir, ’
T ’ I haye the honour to inform you that

1 have been requested by the European slected ..emlers” bs

the Kenya Legislative Council to amplify their views (as

expressed in my letter of September 26th) in t.e light ct
subsequent political developments.

2. ‘e have beerr informed v, ..is —xcellency
‘he Govermor that you are "of-ghe opinion that -ir Alan Fia's
reconmendations are generally ,acceptable au ou it to ce
adopted as a whole", but that wthis opinion ‘s necessarit:
based on information at present available to [ou, and is
subject to such reconsideration as discussions i Lecislative
Council and further examination may indicate tc re necessary."

3. The procedure originally indicate. was

the laying of Lraft Istimates for 1937 basec ugon the
contémporaneous introduction of legislation purporiing to
convert certain adcitional temporary direct taxes (acceptec

by the community to cope with a budgetary cmergency) into

a permanent additional system of direct taxation on the
passing of the emergency. Practically unanimeous oprositicu
to this procedure has been expressed by Resolul._cns jassec

at public meetings throughout the Colony.

4. On the welcome initiative ol the Colonial
Secretary, an agreement was reached whereby the intention o1
Government was restricted to the submission 0z the Draft
Estimates to investigation by the Standing ~inance Comn.ittee
without .rejudice to the method whereby the estimated
expenditure could be covered, and it was agreed that the whole
question of the revenue measures necessary to balance the budget
should be considered as sub judice.

5. There are therefore two distinct issues
before the country:-

(a) To what extent and iﬁ which direction, if any,
can existing taxes be reduced without risk to
1937 budgetary stability?

(b) Whether or no the normal ratio of direct to
indirect taxation should be modified and if eo
by what method?

6. In mespect of issue (a) Elected kembers
reiterate that they are insistent that the rehabilitation of
the agrarian and interwevas interests must take precedence

over the accumulation of l&rge surplus balances. They believe
tgp; the Levy on Civil Service Salaries and the more onerous

I ——




features of the other emergency direct taxes should be
eliminated pari passu. They submit that the Revenue
Estimate for 1937 (£3 436,322) compared with the Actual
Revenue for 1985 (£3,304,026) ana the Revised notir.o

for 1936 (£3,483,376 » even allowing for. the aboliti n o1

the Civil Service Levy (£47,000), is more than excessively
consenvative, and does not conform with the heartening
citation of ‘pectlcul.r progress elaborated in ilis ixcellency's
address to Legislative Council or the positive indication
provided by the rapidly accumulating Railway Surplus.

They suggest therefore, that the Levy and the more onerous
features of i e @mergency direct taxes could now be removed

in thg bel 2-that increasing revenue from normal sources
stim#lated by the relief from these direct taxes will assurc
budgetary equilibrium more especially as there are substantial
sums defined as upemiiture which are in fact capital
accumylations. -

~ T~ " InFespect of issue (b) Elccted,lembers

recalt the following general principlas laid down by Lord
Swinton when Secretary- of State_ for.the Colonies upon wiich
they rely an@ which were as follows: -

- *Iadormiag~an bpinion between one systemn

of taxation end another it is_seldom ncefl or °
bractical to compare them in the abstract. It.may

be claimed for Income Tex that aseuming it could pe
applied effectively t6 all Income Tax payers, i. is

the most seisntifically ang squitably adiuste. form

of direct taxation. But the operation of any system ot
taxation can in ract only be tested by experizuce, i
and this is particularly tiue when a new system is

being applied in a fielZ hithsrto untried. hei,
therefore, a decision has to be taken as Lelwedn two
fresh sya{ema, ihe tast of experience is deni ed to

us except in 8o far as » compui sgon is Dos8ible with
similar systems working under similar conditions. In
such circumstances the practical .course i~ tg try tc
find the gystem which appears wosi iikel¥ to wm“c:*tq

to the following practical tests. The system nusth,
yield an adequate revenue: that revenue must becone
available at the earliest peesible moment: and when
the ¢ lies b en alternative means of taxing

c 8 ons o 8 C at_method is

O _De preferred which is the more acceptable to those
upon whom the tax is to. be levied."

8. They are unanimous in their copviction that

a system of Income Tax could not be effective unless it is
applied to the entire.economic area which comprises Uganda, Kenya,
Tanganyika and Zanzibar, and wish to stress their belief that
any territorial imgfmentation'of Income Tax would tend to
re-establish Zanzibar, or to establish any exempted Territory,
as the headquarters of comfiwrcial houses operating throughout

the East African zone and intending to evade the incidence of
the tax.

Sir Alan Pim, in Section 383 of his Report,
points out the many local difficulties in framing a practical
Law more especially a Law "that will not become a tax on capital
or a serious obstacle to development", and in 8getion 301 of his
Beport on the financial position of Zmibgg,.w;ﬁtzes;- o

' N 4 &, ¢

nI g
Income Tax by

7e considered the alternative or a general
H not consider it.practicable in the

¥+ Zanzibar.. In the firgt place
income would-haye to be excluded.os alpesdv




-subject to the very heavy clove duty and moreover
exceedingly difficult to ascertain. In ‘the’segoud
place a large proportion of the tax would rall ot

the Indian commercial community. Ain Income Tax ces Le
imposed on them as Indian practice nas shown, vt ever
after the long experience of the working of tie tax
India, evasion is extensive and Zanzibar has no clriciuls
with the special qualifications anc knowledge recyirec
for dealing with Indian accounts. The Incore Tax
levied in Kenya in 1921 had to te abolished within two
years though jt's administration was under tie direction
of an officer seconded from the Inlanc Zevenue

Department in England. The Tanganyika Joverri.ent

has also taken the view that an Tncome Tax 1s unworkable.™

This is formidable Support to a strong body c:
opinion which genuinely believes that the difficulties in
framing a Law which will yield material net revenue witoout
prejudicing .capital restdration and development anc involvin,
inequitable incidence “1# more difficult than is generally
realized. = : L — = -

s 4

.. = = Elected Lembers therefore carnestly request
that an Intér-Territorial Commisgion bea appointéﬂ,git@cu$~dslay
to-cons and reperfpon-the proper ratio of direct to,
ind¥rec tion, and the measures whereLy such ratio shoulc °
effected with special reference %o the applicabilfity ‘of =
system of Income Tax to the peculiar circumatances or the
Territoriss concerned; and Lh&at "the particular section. __
the community upon whom the tax is to e levied" should be
adequately represented by lleabérs from (he four Terrilories.

The comelusions of gurh o ~om iseion . ula orine
finality to this recurrent issue witho'* ~unse of Juress and
Elected Members engage thems~lves to work in every .. _uitle Way

towards a final agreement. -

9. Llecved Wembers are oarnest [, fieir desire

to bring the current political strife, dissatisfaction Lanu
suspicion to an amicable conclusion. They are aiixfous that the
whole energies of the commmnity shoullte cencentrated upoil a\
co-operative attempt to solve Lnc urgent national problems of
agrarian reconstruction and defence. They believe that
acceptance of the principles which inspire the ahove suggestions
would immediately achieve the desired result.

I have the honour to be,
Sir,

Your obedient servant,

\ =

E/PL.
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PERSCNAL & PRIVATE. m . T
ST
@ AIR MATL. / CE GOVERNMENT HOUSE .,
r:‘ ) E A KENYA,
,QYO { EASY AFRICA
T — Slst Gctober, 1yz6.

My dear Bottomley,

i Couweat adjourned yesterday m;mlhg._having
polished off a gréat desl of the nen~-eonter¢ious WOrk. We
meet again on Wednesday wher the Mot: con 10 refer tre
Estlmates tc the Rtand‘i-dg Tinance womi! ‘s Will be taken.
The debate should last Ior tWo or three davs ag i'm sure all
the unoffieislc =i]j sveak and many . 7 them will telk for
over an hour. AMiter ¢he ?2tcte the cumel] jiil ad)jonm
‘ndefinitely wiuil ihe Report of the Stendiug Finange
Comaitise ig resdy

At *his woinligs mee ting of kxeentive
Courcil the political sitoation was full. digene- 4. 1t has
beuvome clariien nartly owing i~ my Budgei speech. L
The plan of cawpaigu Both 1n Londou, throu
Cavendish Bentinck, and here is to block Income Tax (a) by
pressing for delay and (b) by juggling with the Estimates
with'a view to proving that owing to the propperity
anticipated during next year the emergency taxes and the
levy can safely be rewoved without the necessity for any
alternative direet taxation.
As.....




" et the present time.

TTTIRRREERRRRR—S— ——a— O S —————©

[

As regards (a). None of us could see why Pim's
recommendation regarding Income Tax should await a gen’%al
enquiry into indirect taxation which may take years and
which we think Fenya would be ill advised to press for
The other lerritories1um the
Indians here are simply waiting to pounce on _us over
many of the protective duties, ete.  The substitution of
Income Tax for the presentAhnéhtisfactofy Taxes is a
straight issue and should be settled on its merits with
the least possible delay. ; )

As regards (b). This I faﬁoy is prompted by Grogan
and it is in my opiniom a !ggggg-move. The Estimates
have been most carefully prepared after close investigation
by the Heads of Departments, especially the Customs
Department. They are of course always subject to
reasonable alteration but to press for any radical change
merely for politiecal motives or to escape taxation is
surely not in the best interests of the Colony.

If ever a Colony wanted conservative budgetting it is
Kenya. Our eash position is not too secure; we have
practically no reserves_and we have many deferred

liabilities....

GOVERNMENT HOUSE,
KENYA,
3, EAST AFRICA.

liabilities as is explained in Walsh's memorandum .
enclosed in my letter to you of the 3rd (ctube

Finally after this review of the sitwation ;
asked each member of Council individually for his ]
adviee as to what he considered the right course for
Go&ernment to adopt. Without exception each member
expressed the opinion that we should move for the
adoption of the Majority Report of the Standing Finance
Committee and when adopted introduce the required
taxation measures.

It was unanimously agreed that any wavengug now
would be fatal and would cause considerable unrest in~
the Colony, especially among-the pocrer classes_ e.g:,
the lndians.

As I was leaving the Council Chamber a letter
from the Elected Members was handed to me. Its content
confirm the views expressed in Council. Ihis- letter
was sent to the Secretary of State by this Air ail with

out eomments: these will follow by next mail.

As....



4.

As far as I can see the country at large is ap_ath&.o
-over this Income Tax question. What they want 1s to get
1t.sett1ed. They tried to haye a public meoting in s 57

S

- Nairobi” lately but 6n1y 7 pérsons tumed upss. -
-
Yours gincer 5

o

Sir W.C. Bottomley. K.C.M.G., C.B.,0.B.E. e
The Colonial Office.
LONDON. S.W.1.

A
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. % Octlebver, 17 2u.
’ ’O"lvso
49 0CTI936
C. 0. REQY

Sir,

Witu reference to your deapaté? -
Tl Leisfde Ja k516, 771 of the 17ta-September, 1“ -1 have the honour

I - 5 st
ey e wiexto trahsmit for ~pour c~w¢1derat10q ‘a Memorendum Stgned

. by Lieut.Col. the lor."hle Lord Frercis Scott, D.S:0.,
sohii»man of the Tlerted embers Orysnisation, rn fhe
ubject of certain asrec‘s 2 Tl Alam Pim's DPQOT*
2. I nave no comments to offer on
fau aragre Lo of the domnrandwr since
frey refer to ¢ meltsyr wnienh woild no lonper eppear

n, neamelv the Terms of Refer-

en to disr

‘“Tweu -the basis nf 51T -Alen's recommén=— -
duLiois, The Tatter paragraphs wvuld'howeVer
Lull for :efie;n comment. L
Je 4¢ 1s stated in the Memorandum
the Treasurer, st & recent meeting of the Standing
Finc ce Committee, expressed the view thet the
working of the yeer 1935 would shew & surplus of
£100,000. 0f this estimsted surplus, however, a
sum amounting to nearly £50,000 will have been
der =3 from the 1evy on nfficial salaries, the
continued impositlon of which during the yeer wes
¢ : :“ A authorised.. .
¢ ‘ @ ,4 p ¢
» {THE RIGHT HONOURABLE Wi ORMSBY GORE, P.C., M.P., : s
TARY" OF STATE FOR THR CCLONIES, & i

DOWNING STREET, ,
LONDON, S.Wl. Kt




Ab
-

3509525 (7} i
_ 3 épﬁoriéed in your telegram No.329 of*-the 12th

4 : “'!_Ia_ggmber, 1935. This revenue item cennot be
Lo " ﬁ‘dgarded 8s forming e part of the fiscal syste.

“of the country.  To this exten*, *tnerefore, tie

surplus of £100,000 if realized will be edvertitious.

k. Despite the exercise of a ripid
economy in the preperstion of mr 'Js‘tima'ec‘folli - o
}‘957 it hes been reeessery to mnkc :'mlclon for
. essentisal e;pendhuro, add—ltlonal LO thet amea:mg” ]
e~ > . ip the B ugfim;?;:pfor 19) of e sym dlltfhtlx“in o
- | -eNTesswof- £50,000. This sun censists of in-
creases in total services of aonroxim&iv &2'2 0ec
under .the Agriculturel, nducatlonal and MediedT”
B E,penditure ‘mads, and- of unuvoiaable aaditi,ons to
- ) the expengiture unider” the ‘\eeds\ﬁilitaw, M1sce11an-v,.
’J “ eous Servz.ces, Pensmns and Public Works Bxtr sordinery
of £8 OOD;.,EIO 'GO(T“’"&.’.?,OOO end £5,000 xespeot—i"ely"?“w-
7 It is evident that the disappeavencé of’ Ve Tevy
from the. Revene side-of the Estinafedh end the

"e‘ﬁuséin_f the.expenditure side by the totel of

“iWe smounts detailed above will in 1937 more tian
77 absotb an sdditional emount to be derived from
e 1taﬁii’dﬁ‘é’nd other sources equal to the estimated
] suz'plus for the' current year. '

Bt ' In this connection tkhe Treasurer,

_orandum on the subject of Sir Alen Pim's

"”axmntal deﬁ.ciencies by annual



apneerence cf well-being. A co.y of this
Memorendum ie enclosed Toy o your inforretion in

this despatch.
f In these circumctences I

~e
cennot cyree with tie stetemer! conteirnsd In
ta paregreh of

the initiel sentence of tne sixtu

= “the Memoraydur_ cbritted by tie Cheivron of the

= - 4"%1:9& Aembers Orulfa;icm.

oy .
TThetle £first —=ma -

-

- : place it i not ocsitld under eiu*“rlrr' -levﬁe--
- jation to remedj the ?noxfa-lras ané- 1rwual tigs ™
4 " vmhich ara fnhgrent therefns-' ~This cenr Pc;t'}cﬂe’ -
"“; N deme w.itt&out & chenge, Qf,,s stem. ' oecondly .
{tional tax:atioi;tﬁ: ne‘cessary to meet \3;’!3‘
dituﬂa'é'efe;:rea to abovF‘ e

\‘ L) uﬁable to. sccent the ;eon’

,;;mectea lée%rs fhat thé%@pQ#‘

“*és yoﬁ “re aware the questlon of -the ra-
g i of tm.s; ta& hks ‘been un-&’r consmczstlon‘i‘_
. oy 17 ;;-past S{lx!yeg{ks : snd 1t will be Iemembered ﬂ\et e
Ry "&B!' thoaﬁoarf? cf Inland-Revenue wes sé&@ﬂﬁé&

& éger%{tories ih ‘with his adm,oe, an. Income Tax s;‘
Bj»i\l was: ﬁ‘”emed ‘and 1htroduced info the Legislative:
4 of this Colony This Bill <pasaed Lts

ng bat was ‘not proceeded with in ﬁew

.l'

tance by your predecessor of certain




3

ph

& lative GWcil daiffers only in & few points of

T Lt detail from the ,revious Bill, vhich hed teen tue
: j‘tr_Of ~the fullest exsminetion and amcrdmert
ﬁlect Committee of the Leyisletive Cour cil

«ﬂg.l?}&- The measure camnot therefore te said

e 4

) -

kc..1’.0 have been, X}gried cether In-its_
e

T S 1ntroduc€rn. -~ eg ™

Q-eperation.ot

~ -
e




- ELECTED MEMBERS ORGANIZATION. q

P.O BOXx 826,
- NAIROBI,

. KENYA COLONY.
pronm; 2098, s

TaLsoRaAMs] "SETTLEMENT". AmrmRwNOR NO.. 26th September, 1936

The Right Honourable,

The Secretary of State for the Colonies,

Through His Excellency the Governor of tne Colony,
and Protectorate of Kenya.

sir,

) / I haye the honoutr~to inform you
that I-have, nequested by the European Elected Members ~
of the Kenya Legisld®dve Council to pimce Before you their

views on certain aspects of €% Alan Pim's Report.

They, first of all, wish me to remind
you that. the European Unofi’icia.l Comuai{y asked for Sir
Alan Pim to report om "the re=-organisation of the machinery
of Government o the lines proposed in Chapter 9 of the”
Reprrt of the Select Committee on Economy".

1, as their representative, when
firai advised of the extension of Sir Alan Pim's terms of
reference o include taxation, did in a letter to His
Excellency, the Governer, repudiate any consequential
responsibility for his conclusions in respect of such
extended terme.

The Elected Members appreciate,
wowever, the valua of Sir Alan Pim's extended enquiry, and
are prepared to give the most careful consideration to his
argumente and recommendations.

The Elected Members agree with
Sir.Alan Pim that it is necessary to maintain budgetary
equilibrium and that there are certain inequitable features
in thé emergency taxatien measures, which are now in force.
They wish, however, to point out that the budgetary position
which was presented to Sir Alan Pim and which was the basis
of the urgency element in his f£igcal recommendations has,
: since his departure from the Colony, materially altered for
- the better, in that, whereas the estimated surplus for 1936
is shewn in the Budget as approximately 10,000 (the figure
upon which Sir Alan Pim relied), the Treasurer of the Colony
informed the Standing Finance Committee at their last Meeting
that the actual surplus would, in his opinion, be
£100,000. In addition, the rapidly accumulating Railway |
t surplus, reflecting an increase in bulk and an improvement
{, n the ?ce of local products, assures & still further

AN {ficrease ¥ revenue in the coming 7years

i XA e T In view of the above the Elected Members
gonuinci:&'b‘lieve that Budgetary oquilim'gum combined o
with the immediate remedy of anomalies an  the cautious y
elimination of all emergency es withouty substitution can'
be achieved by increasing revenue £rom normal as distinct from




- 2 -
30

emergency sources. They submit, with confidence, that
they have shewn that no Jﬁatiﬁ.cntion exists for the hurried
enforcement of the most controversial item of his general
recomméndations in isolation from other related items thereof,
ok g in mind that the implementation of such a
" pecommendation not only prove unnecesgary but will create
serious difficulties which have been fully recognised by
8ir Alan Pim, himself.

The Elected Members agree that Sir
Alan Pim has made a cdse for a most careful investigation as
to the advisability or otherwise of a change in the ratio
of direct to indirect taxation and as to the measures required,
and they are prepared to give every assistance in such an
investigation, but most sericusly urge that this investigation
be_conducted under the aegis of the incoming Governor, who
will be Teaponsible for the effectual carrying out of the
recommendations resulting thdrefrom. - - = s
- S 5 - -

Taa o, _ Finallyys the Elected Members dfe -
insistent that the rehabilitation of the agrarian and interwoven
{nterests must take precedence over the accumulation of large
surplus balances. 5 : —

I have the honour to be,
Sir,
Your humble and obedient servant,

%dw} «/{%é:

CHAIRMAN . )
ELECTED MEMBERS' ORGANIZATION.
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“financial volicy of Kewya" - there

the orthodox method of meling adequate Urov1<10n for
;liabillties of this nature from :.evenue immediately

ﬁ%hh;emgﬁgeuay_has passed. So far from pressing for o

M RANTT Y

LAYV,
_—

“utl _eptaon C1uRe,
i
Rial;

by
T3 PD RANR A b AT
of: Your "e.S/D/COV.4/9/7/1,40 1 o et Ser

Apart from objections in rri

fiTlB“Ci' of deficits 1 10?.‘\". - a Trocecure T

the SEFRQIM Tinence "c{fj itte on theslith Cepterder

°xp1‘e°icu “the. wiew- “J.l”a'f Lhe TrePngel s n*“berm

mrnvmd, ‘mort‘“ﬁrb)’ nr‘ meh‘m t~ tre acceptad

TEaTh practical.:
objections to the adoption »f this course.

SETTRLL all due defcrance ord respact 50 Six

Pimy, I venmture to” -fcut that he hﬁ§ ”ﬂ11 é to t
sufficient,agcenﬂ{ of “the verions-exrédients yhicl lave
been adopted to ease the Tnd'ntéqﬂ position ﬁu*lnw-t%“
recent perind of emerzency., I refer rore pafticw’arl
to

(8) reduction of Sinkirg Pund’ pa ments to
the tetut'uv r'11n1 Jum oty

(b) gost onement of f‘U]l ¥ sypent-of arrears
y Government to the Zuropean and
Asian Locel Civil Service Provident Tunds

(c) cessdtion of contrlbutlons to the
Water Works . enewals Tunds.

3. These messures of relief have rec\iveé ghe
appRovEl of the Secretsry of Stete ond con be Juatl ried , |
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ELECTED MEMBERS' ORGANISATION

v

) September 26th, 1936.

The Right Honourable

The Secretary of State for the Colonies,

Through His Excellency the Governor of the Colony
and Protectorate of Kenya.

8ir,

I have the honour to inform you that I have been
requested by the European Elected Members of the Kenya
Legislative Council to ?lace before you their views on certain
aspects of Sir Alan Pim's Report. .

-~ -~ . —.=_ They, first of all, wish ge to remind you that the
“piropean Upofficial Commuuity asked for Sir Alan Pim {0 TePOR
on "the re-organiSation of thie machinery of Goverpmment on the
1ines proposed in Chapter 9 of the Report of the Select.
Committee on Economy."

I, as their Representative, when first advised of
the extension of Sir Alan Pim's terms of reference to-include

- taxation, did-in a letter to His Excellency, the Governor,
repudiate any consequential responsibility for his conclusicns
in respect of such extended terms.

The Elected Members appreciate, however, the value of
sir Alan Pim's extended enquiry and are prepared to give the
most careful consideration to his arguments and recommendations

The Electé§.Members agree with Sir Alan Pim that it 1is
necessary to main “budgetary equilibrium and that there are
certain inequitable-features in the emergency taxation
measures, which are now in force. They wish, however, to point
out” that the budgetary position which was presented to Sir Alan
Pim and which was the basis of the urgency element in his fisc.
recommendations has, since his departure from the Colony,
materially altered for the better, in that, whereas the
— ““estimated surplus for 1936 is shewn in the Budget as approxi-

- ‘mately £10,000 (the figure upon which Sir Alan Pim relied), the
Treasurer of the Colony informed the Standing Finance Committee
at. their last meeting that the actual surplus would, in his
opinion, be £100,000. In addition, the rapidly
accmmlating Railway net surplus, reflecting an increase in
bulk and an improvement in the price of local products,
assures a still further increase in revenue in the coming year.

In view of the above the Elected Members genuinely
believe that budgetary equilibrium combined with the immediate
remedy of anomalies and the cautious elimination of all
emdrgency taxes without substitution can be achieved by
inereasing revenue from normal as distinct from emergency
sotrces. They sutmit, with confidence, that they have shewn
that no justification: exists for the hurrieé enforcement of th
nost controversial item of his general recommendations in

> on from other related items thereof, bearing in mind
tation of such a recommendation may not only
.but will create serious difficulties which
ognised by Sir Alan Pim, himself.

/ The




W
END

The Elected Members agree that Sir Alan Pim has
made a case for a most careful investigation as to the
advisability or otherwise of a change in the ratio of direct
to indirect taxation and as to the measures required, and they
are prepared to give every assistance in such an investigation,
put most seriously urge that this investigation be conducted
under the aegis of the incoming Governor, Wwho will be
responsible for the effectual carrying out of the recommenda-
tions resulting therefrom.

Finally, the Elected Members are insistent that
the rehabilitation of the agrarian and interwoven lnterests
must take precedence over the accumulation of large surplus
balances.

I have the honour to be,
Sir,

Your tumble and op&dient Servamt;” =7 =

CHAIRMAN, '
ELECTED MEMBERS' ORGANISATION.

CoPY (FCB/REB)




