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The Secretsary of State wishes you to C .
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e > cee the attached letter which he has received . Vs

from Major CGrogun regarding income tax in Kenys. [ . ; ' { 7 I
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M i " ‘Downing: Street
i /" S S §
(20th pegember, 1937.

T Das B b an,

Thank you for your long

letter of the let of Decerber abol

¥

)
\ OPHAM, G.C.V.0.,

K.C.B.; @uMuG., D.S40., A,F.C. |

{

forward 1s, as I understamd iﬁ,‘t

I snould mske s premsuncemsnt to thgy

. i i ¥ -/ 1
income tax When you ere astigfied:

con dg. id that sq_ggegtton,but I fear

L A
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Thank you for your long

letter of the 1lst of December about

incame tex and the present situation.

The suggestion which you have put .

forward is, as I understend it, that

I snould meke & pronouncement to the
effect that I will leave entirely in

your hends the decision as regards the:

o

I
1§

continuation or abolition of Kenye's
income tax when you are gatisfied thset

there ere enough figures from which

to drew correct conclusions. 1 have
considered thst suggestion"uug ;[}‘éar
thet it would ve sltogether imposaible
for mSecretuy of State.‘, MF
wmm—y—e-f—ﬁme who remeins

responsible to Parliament for affairs

y in

i Wi — -
T T T e
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I theref'o“.'e",’ ﬂiar 'th.at I could not possibly _ - . p.“u_g.q's
* Pariy. us. of S.
make any such pronouncement as you suggest, " S ef Lo

although I need herdly say %hat the fullest ... . _

consideration would Se given to your opinion”
on the matter when the time does come to

recongider it.

1 gave & long interview'to Grogan

ip which I informed nim as above, but he
b

" igemtifued to press his view that income

waﬂl/‘h‘i

5 tax was undoaimbla» in’ Kenya and nothing
aeei: able to slter his obaession on ,mis

“goint. I told him that I wes quite

prepared to nave the working of income

tax in Kenys examined by an impartial

outside enquiry after it hed been given
a fair trial, but [ said that neither I

nor any other Secretary of State could

pledge ) B

" pledge himself in advance to aceept all

or any of the recommendetions of such
an enquiry. I pointed out to him that
when income tex was last passed the

%Nﬂ?
.majority in Council included unofficiels
N

i

as well as officials, end I added that

the inter-Imperial reciprocal arr.ngements
as regards 1gcomgl tax did confer certein

benefits on Kenyg which the Colony could
L 0eid
not efford to throw away. I edded that ;|

A,

5 dy ‘own opinion wes that these mutuel "

arrengements, which are now part of the
revenue system of all the Dominions and

of meny Colonies, are of Imperial

. significence and benefit to the overseas

Empire. .

Grogen put forward the view

f o\

.’ (L 1

'8 poll.tex was & more suitable

X S g Yo Al '
nin Skt in my opiaion’the’experience

of all modern nations had shown that

income tax wes the only wayy‘,t,fx;;get

K=

" ngotion
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taxation on to the bapis of effective i
ability to pay and that it was the oRly. g% 4

equitable way ol urranging the burden e

of taxation as between European and ‘
,4 frel I ar
(4

e > A
. L“M.Aﬁu_ {Laf i/fu;z : 40 /Syu/luv
uropeal. sroga: took the view tna ‘ tIM P
/ o G
i T ' t ivle f bt (et
income tax was the worst possible form -
ae ‘/‘é e/( (w:»/
. 14
of* tax since 1t fell upon tne man Wno {cer ZV‘-"""
7 T &ov/f

(e U 7 ~<f Pz

> had maeae money #and HOU upuil Lae ansuccessful 1‘4/1,‘,7/ / ol e o~
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mnen. TRis arguient 18, 01 clurs., clewn
*fo, ~ pfeey ey
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n1s views nsre really nell 1o sdiye. ~

cannot ve contenied uy aly Feadvidilic nan

t.at tue rates of 1ncuike lax 1mposed DY

the Kenyu urdinance are st all purdegusudg,

thoughy 01 course, people mignt follow

arogsn s lesa 1., the nope ol ,ctuing off
o 9

any paymént at all.
A

ltucle

Na

Ssr H. Moore.

Sir G. Tomlinson.
Ser C. Bottomley.
Sir J. Shuckburgh
Porms. US. of S
Parly. U.S. of S.

Secretary of State.

DRAFT.

FURTHER ACTION.
5 §

fuere 1s also tne pulitical
aspect in tnls country. heny:
[
unfortunately a cnoppins block tur
criticism iu the Press and 1o
Parliament, and one ground of critlclse

is that tne Govermaent of rei.s

entirely devot:«d

tne whilte m:LLL‘;r,:} ALG L et e
Wil Ol rotte W@ Lnut 1o -enya
the native is taxed wr:l Lhe Buropeea
is aotv. Now 1lncome tax was recom.ende

votn by Lord Joyne and o, 51v Alsu Pim.
[t was tried in 1920 and proposals to
re-introduce it Sot v=ry nesr tie
statute Book in 1933. It nas now
been introduceu and to yi=li to
clamour .rumn people like irogali woul:l
certainly expose tne Government of
Al O ST Y AR | e

€L &
Kenya to s sonstderable volume of
very awsaward criticism. o ecxamin:
the question a,ain by an impartiel

autnority elter the tax has been

allowed
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December, 1957.

e's siznature.
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Thank: you for your long

I am sorry that I cannot adopt

your suggestion.in full for the reason .
letter of the lst of December about

which I geve at the beginning of this

letter, but, as I have said, I should

»

héve no objectiod to en enquiry snd | \ ' PR
! ' Pe & .’ L . ’ a '\\{:
would give the most careful consideratioh i : M
— A + w o 2 g )
: 0¥ e K biggrea

not only to Eha‘t enquiry butAto your o-urea

Tl

. opinion. It is most unfortunate that
“there should be this politiosl trouble _Jinciple of incoms tak. One

Py % S soppaye o ey M-
m%w:w- ments was that he objected,

At hem & S Tl /(J-?A.. .
by the Inperial

[ . g
i&\\g\‘g:t be impose
until the electors of Kenye had

X .‘»[L B

"“responsible Goverxiiip‘nx

This looks

ss if he is going to bring out that

rather jided horse from the stable,




“whiton ‘the Colony could not afford to
13 . .

I made it as clear @&s I could that so lomi S
" } e >
throw eway. 1 wdded thet I persénally

inion that these mutuel income

.as any Secretery of State remains res v
W b b o i sirll.‘llom. wes of
" to Parliameut for, the bolon:{ of ., K.enyu, ha g > ;

s Sir G. Toimlinson. 2
{ ; » ! - % tex arrangements, which sre now part
b &
cennot délegate the ultimate reaponslbility to Sir C. Botsomley.
Sie ] . Shuchburgh. of the revenue system of ali t:e Dominions

A‘_P-‘-U.S.o],s.
P-MU.S._o[S.
Secretary of State.

’ significance and penefit to the overseas

a Committee of Inqu
and of many Colonies, are of Imperial

iry, however it might be

composed, or tQ .any caucus in Kenya nor even

to‘ any in,d;l.vidual Croverncr. Income tex has beexn:’
i 3  Empire.

as being the o
He thougnt t'nat/poll tax was a

reéwm;nmded hy both Moyne and Piug

eble way for securing )
‘more suitgble wey of colleoting texation

most oonvenlent and equit

a proper contribution from thg European communl“ti(

and’l am in entire agreement with that vigw.

"] told srogen that I wes q@i‘@g prepared 10 )

nave the working of income tex in Kamf‘mxmiued

by an impartiel o

civen a fair trial,” out n%; netther I nor ahy other

f%’tibq" a8 between Eu_zjopeanK and Buropesan.

: 4 he was in favour of direct

_texatiom of natives but against direct

; b
neluding e unofheialu, o . &
' ! texation of any kind on non-natives.
8s. wéa.l as the scfigial mem}:erl. md T added that the s

‘He said thet if you had to Ympose direct

phl

.

4 LA taxetion,

; p;
_re*ciprn\e.al arrangements as resards income tax

was the '.verst‘:
s B
form it cou.l take, because it was paid

b.‘l

Aferred cert:uln bez}uiit.e on' the Kenya E,:;cbequer
degr ™

ki

I

s _
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sful man and not by the

ﬁpﬁ succes

fi,

| 2 i
!

: b ks :
: d Frobeade XL R
i@o\gaﬂ ig evidently “tmpagsiplaito - o
3 : e (- b}

conyince and imposéiuié'tb argue with or to

compromise witn. In toe circumstances 1 do

not think thet I could go so far as Scott and

}rogﬁn suggest in the fifth perssrapn of

your letter. fns=t 1 said et the neginning,

that 1 cannot, 83 Secretary of state, divest

myself of responsibility, holds true. 1t must

s be ‘remewpered that there is a strong
hans
body of uﬁhiud@ch holds that tune Kenye

““v
aliey

settlers receive far %00 much i the way of

penefits and pay far too little, w.i & decision

to wighdrew idcome tax after t.o p=st uistory of
120 and 1933,

/

spyoke s sreat deal of political criticism

ould be, nard to answer. sliing the viewg

1. Api“tnet ingome tax 18 tihe ... torm of taxation,

.4 ruvin regard to the fac .t tne allowances

cuined 1n Lhe kengae Ordin :e sre of an extremely

geaerous nature, 1 12 not th Lnat tie tax can be

&~

resarded

Sér H. Moore.

Sir G. Tomlinson.
Sir C. Bottomlsy.
S J. Shuckburgh.
Perms. US. of S.
Parly. US. of S.
Secretary of State.

DRAFT.

14
regarded as in' any way oppressive, or
that it could possibly imbose eny burden

on those the community wno huve Lo

pay it. I agree @ith vou that at

le agt two yeears, and possibly,
years experience will Dpe necessary

pefore any enguliry could serve & useful

purpose .
It is somewhet douatful nhow

noy.

far Grogen really carries weignt

He ig @& fanatical an: fairly convincing

put I am given to understand

speaker,
that he co;mngnds less and less influen-ce
Iﬁ‘the eountry, though of courae’h&‘;s

aiw'a‘ys_ able to make & conside

1 do not think tnere is.eny use in

trying to mollify‘ him, since eny

congession would only be regerded by

hﬂn as weakness and 1f he wes not after

the’ Government for one thing," he would

AEER

r

‘eagily find enother excuse for being |

equally viglent.

L.+ f .
RE F%WWQ-“.‘:‘— T s e
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rable noise.
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«8ir C. Bottomley.#' ‘-."

I had a .ung interview with Major Grogan
last night.

Hie attitude to any form oi income t=x
whether in Kenya or any other country is one of
diehard ooposition to the whole principle of an
income tax. The only direct taxation he considers
equitable is a poll tax. He will continue to 1isht
income tax everywhere on account of his economic
theories of inflation and deflation and ot the rights
ot capitalism. nis objections anoly to income tax in
Great Britain and the Dominions - he quoted
New Zealand as an example of ite evil effects -

equally as much as in Kenya. Hhe added that his main

additional objection to income tax in Kenya is that
it is being imposed by. an Imperial authority and ghould
not be imposed unless and until the electars of Kenya

have responcible Government.

I made it clear that as long #c any "
Secretary of State remained responsible to Parliament
for the Government ot Kenya, he could qut &elegate
ta
i d \‘p :
to a Commltt.ei of ﬁ?ﬂ.ryﬂp'mer cqmposed ¢
He had many éhjectlons in detail to the

'

ultimate resoonq1b}1:ﬁyv 1nd1v1cual Governor or’ '

5
-

form of income tax embodied in the existing law in

oy Kenya.




Kenya. I told him that the practical working [ 1
oi income tax in Kenya as in this country . .
would'undqubtedly require examination and
?mendmegl.

I saia I was quite prepared to have
the workine of income tax in Kenya examined by
an absolutely impartial outside enquipy,;fter
the exveriment had been given a fair trial, but
that no S. of S. could bind himselt betorehand
to accept -all and every recommendatid%. I made
it clear thai I could not poseibly accept the
prooosal in Sir kK. srooke-Popham's letter, or
make "gestures" to influence the fortunes of
rival candidates in-a general election in Kenya.
I nointed out that ilncome tax was passed by a
majority ot the unofticial as well ae the
oftici~l members votinge for 1t; and that inter-
Imoerizl arrancements re 1ncome tax on oencions,
tutnre loans, etc., conterred beneiits on the
fenya kxchecuer which I could not and Kenya could
not =ttfopd to {*‘r'ow away.

1 sointed out that these income tax
aprangements nad become part and parcel of the
revenue sycstem of every dominion and many

~olonies and that I pereonally regarded it as
o1 lmoeris]l clanlfiqaﬁce and of benefit to’ ﬁhe
ywvercens smoire to malntaln it.

As

" T " As to poll taxes T said 1 wde convinced
that the experience of all modern natione had round
that income tax was the only way in which texation
could be levied on the basie of sitective ability to
pay, i.e. to enable the State to obtain egquitably
more trom the rich than the opoor, and that as between
buropean and buropean it was the only equitable way
of imposing taxation. He said "all the Indians will

evade income tax and all the kuropeans will have to

pay". He seid he was in favour of direct taxation
on natives but in effect he opposed all direct
taxation on non-natives; but if this wag necesegary
in equity because the natives pzid direct taxes
income Lax was %he\wcngt form of airoct taxation, as
it penalized the successful and let off the failures.
1 do not cee how any compromise ie oossible with
Major Grogan, holding the views he does.
-_ - 5
He told me that owine to the inentituae of
the Government of Kenya Magadi Soda was this year
escaping payment of any income tax, and that the
methods of collection being adopted were ineot and
discrediting and‘that the whole Colony was in an
uproar against me and Francis\Scott and Cavendish
 Bentinck who had sold the oase. |
\*/ Clearly I must answer Sir R. Brooke-chhap's
\\ _ 1etteft




Kenye Income Tex.

A o + unfortunate that he Y
. letter. It is mos L4 L There are various ways in which the
showed its contents to so bitter an? consistent imposition of incrme tex will benefit Kenye, quite

an opponent of Government as Major Grogan. apart frow tne rev .ue which can be collected.

Asythings are at present if there were no
(Int1d.) W.0.G.

income tax the Government of Kenya would be in the

14.12.37.

position of remitting money to this country for
pensions, salaries, dividends on loens and 8o on,
wnich would pe lisble to income tax in this country
out of which Kenya would get nothing. The net result

W b
is that Kenya t» reglly subsidizing the Imperial

Exchequer becad.e the individusl is not effected by
the existence of 1n§ome tex in Kenys and the
existence of such e tax enables the Kenya Government
to deduct income tex oanens}ons and salsries which
el can then be credited against the Imperiel tex. The
_ result is wa;_the Kenyas pensioner pays the same
smount in tax but paye some e Kenye and the balance
to-the Exoniquer.

lﬁ regerds loans the position is this.
:wLoans are ‘.I.uued. 4n th{s cou.ntry and tae income tex

T wi F.,""’_ ;. on ‘the intorut goes tq the Exchegquer nere. If,

+a Kenya invegﬂpor 11ving 1:\ Kenya held money

tn a Kpnya oan, Kenya could a.rrange for local

peaym nt apa reécover moome tax at Kenya rates. What
the investor did with the rest of his interest would

not be the concern of the Kenys Government.

‘ People living in Kenys who pey income tax
in the United Kingdom mey get relief from\Kenya
income tex if that tax exceeds nelf the Tnited
Kingdom tax. As the Kenye tax is uot helf the

a

s United




i §
United Kingdom tex it follows

be able to tax such incomes end. th.

taxpeyer can get his refund from “the Ihlana

& avenue euthorities here.

There is a small class of people who,, :

drewing incomes from Kenye, might come to the | '

United Kingdom end overstey the minimum of eix et
months. They would of course cgnt"inue' to i:ay ¢
their Kenya income tex all through and it would
presumably be deducted at source, and when

they became liable to the United Kingdom tax
they wouljd have a corresponding set-off egainet‘
the amount of such tex.

. Simile:rly, e man who retained a house
in Englend (in which case he is lisble to pay
United Kingdom income tax on ell moneys remi‘éte&
to BEngland) would be able to secure & set-off
in relpemu Kenys tax so that Kenya in

¥
§ 5
e
i
e
{

e

any “event ‘will etill receive the tax on tha

1ginnting within it.
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GOVERMA:NT HOUEE,
NAIROBI.

1=t vecember, lud'.

My dear Urmeby Gore,
This is zeain on the subject of Lncome Tax. As

I told you in my letter ol tne .5t wovember, a strong

camoaien acainst Income Tax in Yenys has ctarted, and i¢
fomenting bitterness and diverting enerey away from
constmetive work. I think it will pecome accentuated as
election time drawe near, and we may rave s definite party
smoncst tre nlecbed Members inthe next Lecislztive Qouncil
~ledped to use every oifort ‘to rémwove Income Tax irom the
Ctatute Book.

G From my persqnal najnt ot view trhere are three
factors. rirst, 1 am mot committed to Income Tax as &
profession of faith and had nothing to do w1t§ its
introduction, so I am in a position to take' arf nnblassed
view. Uy main object now is to get on with what T am
oleased to call constructive develooment, which this
agitation will hamper. The second factor, on vhich 1
feel very ?trong}y; ic that we want stability in Kenya,
not, .only for our own sakes; but also in order to inedire
sonfidence in the City e well as iff Wratehall. The "
Income Tax apitnti&n will not -omly hémmer development but
will 1mpa1r confldence. because 1 am %fraid At will be
regardeé in England ae oroof that bovernment anc cettlerc

n




in Kenya can never work tosether. fﬁirdly"xf we sgusnend
Income Tax now or zbolish it »n insuflic;ent evidence,
eneland will think Kenya cannivuv wave up ite mind =nd that
the Government bows to any nooulnr clamour
3. pe 1 see 1t, theretore, trere are two orotlems:
firet, to stop thie agitation me eoon as-D qesible; =nd
cecondly, to collect 1act%thh rerard to° lncome Tax €0
s to orove definitely whﬁther 1t ie 1armful gr vhether
it is beneficial to Kenyh. A
4. 1 have already hgreed'thétﬂas sbon as we Lave
comolete risures regardine the yield of Income Tax and
the cost of collectlon this year, thev crould be
cubmitted to the Standing Figance Committee
5. wrencic Scott and Grogan ceme tn cee me yesterday
_mornine on the matter. Neither of them have in the least
gone back on their opevious views. crancis Scott .
maintaine that income T&v chould be civen = Lair triel,
and Groecan is culte certain that 1t 1€ p-d. rcut both want
to stoo the agitatiom, 2nc their surpestion ie that vou
ghall make an announcement to thne effect thot the decieion
ae regards continuance or sbolition of Income Tax in Kenya
shall be made by me when 1 am satis!ied that sufficient
facts and flgureq are avallﬁh&e from which to-drav correct
conclueions. They both thlnL that if such an announcement
verc made it Would stop the agit=tion.
6. I told them that 1 would not be ore~=red to come

to




A
4w L :
@ L7 .,: . dx. "
w4 % ¢
“lp =% . . :‘ :
() T el s bunness matters, and I thought it~ would be a. pood
' opuortunlty for h1m t,o cwe you this let,t,er and to
explaln" the posmmn to. u personally. 1 have told him
3 that‘ I h.ave no obgectlon«whatgyer to hm seeing you on
the, mat.t,er if" you are ab],e to ‘arrange an 1nterv1ev\ He
‘has had a copy ‘of this. let.t.er, whlcb oractlcally con{ irtre
what I \sald at the interview I had w1th him and Francxs
Scott. o
| ‘it - Yours sincerely,

(6gd.) R. BROOKE-POPHAM.

THE RIGHT HONOURAELE . ORMSEY COKk, P.C., M.P.

COLONIAL OFFICE,
DOWNING SPREET, ~.
2 - LONDON, S.W.1. o




