PRIME MINISTER

Your Talks with President Moi of Kenya
on 13 June

I attach below the briefs for your talks with
President Moi on 13 June. These will begin with half
an hour's tete-a-tete from 1045 to 1115 (only note-
e i~y N em—
takers present), in the White Drawing Room, and will be
followed by a plenary session from 1115 to 1245 in the

e——— \e—

Cabinet Room. Would you be content with the UK participation
in the plenary session proposed in the FCO letter below,

at "X"?

You will wish to see the attached copy of the Foreign
and Commonwealth Secretary's minute to the Chief Secretary
about aid to Kenya proposing that an agreement should be
signed during President Moi's visit for the provision of
£15 million in programme aid, tied to UK goods and services.
We shall have the Chief Secretary's views before

President Moi arrives.

I also attach a draft of your speech at your lunch

in honour of President Moi. The guest list is being

submitted to you separately. /

Py

8 June 1979
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. STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE PRIME MINISTER,
13 JUNE 1979 g

LIST OF BRIEFS
Anglo/Kenyan relations
Rhodesia
Namibia
South Africa
Uganda/Tanzania
The Horn of Africa
World economic prospects
Kenya and the Lome renegotiation
The British aid programme in Kenya
Anglo/Kenyan trade
Kenyan pension payments to UK nationals and exchange control
problems
Anglo/Kenyan defence relations
Commonwealth Heads of Government meeting on Lusaka
Bamburi Understanding
Background - internal and external policies

Personality notes.

Qala-O(' Kem.’cu\ Hawke: Hunievs
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE

WL

PRIME MINISTER, 13 JUNE 1979

STEERING BRIEF

1. The State Visit by President Moi is the first between
vy

Britain and Kenya. President Moi has however been here

before, most recently on a private visit in November 1978,

and officially in March 1278, as Vice-President.

2. An outline programme is attached. It reflects Kenya's

strong commercial links with the UK and President Moi's interest

in farming. The President's Suite (main members and others
-———T—

likely to participate in the talks listed in brief no 16)

includes his closest adviser, the Attorney-General Mr Ch-rles

-y

Nionjo, and three Ministers, those for Foreigﬁ_foairs, Home
Affairs and Health, The President's party alsc includes,

but not as members of the Suite, the Ministers for Economic
Planning and Community Affairs and for Housing and Sacial Services.
President Moi will stay on privately in the United Kingdom

-

June when he leaves T Ticia jsit to the

e
Netherlands, He plans to see a number of UK during
his private stay.
The programme provides for tdte-2-téte discussions
between the Prime Minister and President Moi at 10.45 - 11.15am

Wednesday 1% June, to be followed by 2 plenary session

on

and lunch at No 10 hosted by the Prime Minister.

/
/Bac) i
/ Background

/

NLY




Background

President Moi will share the Britis rovernment's desire

1 L 1 +1 Q4 ~ i a1 e« 1aTe cehniilA ££3 Y
+that the talks, like the State Visit as a 101le, sho affirm

LA LADy

the close relationship between the t C Ol rie is \

m

immediate acceptance of The (Queen's invitation, at shorter
notice than is usual, is indication of the importance he
attaches to it. Kenya's reputation for stability has been
enhanced by the smooth constitutional succession of President
Moi. The way in which the country is run and the economy
managed (despite some indecision and cormiption during
Kenyatta's last years), has provided a favourable climate for
United Kingdom commercial anc other interests.

5. Kenya is our second largest export market in black Africa,
but a long way behind Nigeria. (UK exports 1978: to Kenya
£195m, to Nigeria £1,1%3m.) Despite her lack of natural
resources, Kenya has achieved steady economic growth since
independence, averaging around % per annu This owes much
to generally sound management o5 T onom; However she
faces growing economic and social problems, and is currently
in budgetary and balance of payments difficulties, due in
part to the fall in world coffee prices in 1978, increased
0il prices, defence and development expenditure and poor
crops because of adverse weatier. The World Bank forecast

a cumulative balance of payments deficit of over £1,000m over
1979/8%, 1In external affairs, generally, and on African
questions in particular, Kenya is usually moderate and adopts
an understanding attituds wards I s problems in Rhodesia
and South Africa. Kenya attacl ticular importance to

/the OAU

/

covering SECRET UK EYES ONLY
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the OAU principle of respect for territorial integrity,

C— . qm——

because of the potential threat from Somalia to north east
———

Kenya, an area inhabited by Somali tribes. A common fear

of Somalia draws Kenya towards Ethiopia, despite Soviet
> e s

and Cuban involvement there. Relations with Tanzania are

poor and the latter closed the border with Kenya fonllowing

Lo R

the break up of the East African Community of Kenye, Tanzania

and Uganda in 1977. Partly to counter Tanzanian influence,

Kenya is extending full cooperation to the new Government in

Uganda,

. The Kenvan Government now adopts a reasonably tolerant

attitude to Asians who hold UK passports and this subject

is unlikely to figure in the discussions.

United Kingdom Objectives

7(2) The main objective in the talks with President Moi is

to confirm our close relationship with Kenya as a comparatively

T e e ety

stable and prosperous country, a force for moderation in

A -7 *\ 3 3 N"“ 3
Africa and an important market for British goods. We wish
—

- T—
to strengthen President Moi and his Government in their

belief in the value of their links with the United Kingdom.

(b) It follows from this broad political objective, that
it is to our interest to respond helpfully and flexibly, if
possible, to any representations President Moi may make in
support of the Kenyan request for additional help in their
current economic difficulties.

(c) As a substantial supplier of defence equipment and

—

military training to Kenya we wish to continue to support

—TTT
the Kenyan desire to stand on their own feet militarily but

to persuade them, in the light of their economic difficulties,

to forego new orders for military equipment and to concentrate

on absorbing purchases already made. /(d)

covering SERHEROK'BYES onLY
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reacheduling defence supplv contracts placed with UK firms.

—————————
(Such requests would involve Kenya's contractual obligations

T

to British companies, while ECGD credit cover for defence

equipment is already on the most favourable terms possible.)
P—

e —————

-—— e T8

(c) President Moi will want to explore our attitude towards

African, and in particular Southern African, problems and

to exchange views on the prospects for the new regime in

Uganda and the situation in the Horn. In expressing concern
N-—-—

at Soviet and Cuban involvement in Africa and our encourage-

ment of an improvement in Somali-Kenyan relations, we shouold

-
i

take account of deep Kenyan suspicion of Somali policies-

— 4 ————— e c—— S —
and their belief that Ethiopian nationalism will reassert

itself over Communist penetration.

(4) More widely, he will be in'erested in our assessment of
world economic prospects, induding energy issues. President
Moi, who has represented Kenya zt past meetings of Commonwealth

Heads of Government, may wis'i to exchange wiews on the Lusaka
e

Meeting.

R —————————————

(e) It is on balance unlikely that President Moi will seek

confirmation of 2 British commitment to consultations
possible assistanc: tc, the Kenvan Government in

-

»f aggression by Somalia,

Briefs convering all the above subjects and background on

Kenva's in'ernal and external pclicies are attached, together

with personalitv notes on President Moi and the members of

o

his Suite.

/Order
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payments (Brief 11);

if time permits, the Commonwea th Heads of Government Meeting
(Brief 13).

Publicity

11 President Moi will g » press conference on 13 June,
' R

after the talks with th Prime Minister. A draft is attached

==
which could serve either as A asis for a joi press statement
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STATE VISIT OF PRESIDENT MOI OF KENYA: 12-15 JUNE 1979

PROGRAMME

Tuesday, 12 June 1979

11.25 am

5.15 pm

8,30 pm

Wednesdav, 1% June

Arrival, and State Drive to Buckingham
Palace

Visit to Westminster Abbey

Presentation at St James's Palace of
Addresses of Welcome by the Chairman

and Members of the Greater London Council
and by the Lord Mayor and Councillors

of the City of Westminster.

Visit to Oueen Elizabeth The (Cueen Mother

State Banquet at Buckingham Palace

1979

8.45 am

Gall by Group of Bankers and Industrialists
at Buckingham Palace

Talks at 10 Downing Street

Luncheon given by Her Majesty's Government
at 10 Downing Street

Reception of High Commissioners of
Commonwealth Countries and Ambassadors
accredited to the Court of St James's
at St James's Palace

Press Conference at the Royal Horse
Guards Hotel

Banquet a* Guildhall
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Thursday, 14 June 1979

the Opposition at
Northchapel, Sussex,
" cattle
hedral to see
and Luncheon

2rm, near Chichester,

ttle

'he President of the
Clardiges

Departure from Buckingham Palace
Claridges
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE
PRIME MINISTER, 13 JUNE 1979

Brief no 1: ANGLO-KENYAN RELATIONS

Points to Make

1 Relations with Kenya close and trouble-free. Hope
relations further consolidated by State Visit. UK attaches
great importance to this. Fitting that such a good friend
of Britain among the first Heads of State to be received by
the Prime Minister.

8 [If the issue of UKPH is raised] Britain's commitment

to UKPH in Kenya stands. Appreciate tolerant Kenyan attitude
to the UKPH question.

Se [If asked for latest information on Mungai case]

Believe Mungai still in Switzerland. Has appealed against

UK's refusal of asylum. But no date for appeal yet.

East African Department
FCO

30 May 1979
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE
PRIME MINISTER, 1% JUNE 1979

Brief no 1: ANGLO-KENYAN RELATIONS

Essential Facts

g i This is the first State Visit to the UK by a Kenyan President.
Anglo-Kenyan relations have been good since Kenya's independence

in 1963. President Moi has made clear the importance he attaches
to maintaining close relations with the UK.

2. The British community of European descent in Kenya now
numbers about 11,000 compared with 50,000 at independence. They

are mostly businessmen, short contract aid personnel and some

retired settlers. Their relations with the Kenyan authorities are

generally good, and have improved since President Moi's accession.
S UKPH. There are some 17,500 United Kingdom passport holders

X ———
of Asian descent still resident in Kenya, of whom about 1%,000

/m
(heads of households and dependants), are potential emigrant
under the special voucher scheme. In all, nearly 50,000 UKPH have
emigrated to the UK from Kenya since this scheme was introduced

in 1968. But for the last 2 years the annual quota has not been

fully taken up, and most vouchers issued at present are going to

school-leavers.

4, Although there are occasional criticisms in the Kenyan press
and elsewhere about the numbers of non-citizens with private
businesses, the Kenyan authorities are tolerant, and it is over

2 years since the last notices were issued requiring non-citizens
to dispose of their businesses. The UKPH, for the present at

least, are no longer a problem in Anglo/Kenyan relations and it

/is
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is not necessary, therefore, to raise the issue. We would not .
expect any immediate change in Kenyan attitudes although a lengthy
recession might bring increased pressure for speedier departure

of UKPH.

Kenya Visa Regulations

5. In September 1975 the Kenyans revised their visa regulations
to require UK citizens of Indian, Pakistani or Bangladesh origin
to obtain visas before visiting Kenya. In particular, this
measure was intended to prevent UK passport holders entering Kenya

from India and trying to get work permits or jump the special

voucher queue which was shorter in Kenya than in India. The new ‘l’

requirement led to complaints to our High Commission in Nairobi

and to FCO Ministers from immigrant organisations in the United
Kingdom. The High Commission have raised this matter with the
Kenyan Immigration Authorities on several occasions referring in
particular to the inconvenience caused to UKPH settled in the UK
who wish to visit relatives in Kenya. The Kenyans replied they had
no evidence that visas were being refused.

6. In raising this issue with the Kenyans in the past we have

had to bear in mind that British immigration law itself .
diseriminates between those UK citizens who have the right of

abode and those who do not. For this reason, and more importantly,
because the issue does not seem to be causing concern in the UK at
present there is no need to raise it on this occasione.

The case of J E Mungai

7o J E Mungai was an Assistant Commissioner of the Kenyan Police,
who fled to the Sudan in November 1978 after being accused of

involvement in a plot to assassinate President Moi and other

/Kenyan
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Kenyan leaders on the death of President Kenyatta. The Kenyans,
who believed Mungai would try to seek asylum in the UK, requested
that we prevent this. In February, Mungai, who had entered
Switzerland on a false passport, applied from there for political
asylum in the UK. His application was refused. Mungai has
appealed against this decision, but no date for the appeal has
been set. It is difficult to see how the appeal could succeed

as UK immigration laws make no provision for the admission of
refugees or people seeking asylum from abroad. We have informed
the Kenyans that Mungai is in Switzerland and has applied for
asylum in Britain with a request that on no account should they
disclose to anyone the source of this information. If the Kenyans

raise this case, there would be no harm in informing them that

Mungai has now appealed against this decision. They may eventually

decide to seek Mungai's extradition from Switzerland.

East African Department
FCO
30 May 1979
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STATE VISIT OF PRESIDENT MOI OF KENYA : TALKS WITH THE
PRIME MINISTER 1% JUNE 1979

Brief No :
2. 3 L RHODESTA

Points to Make

g I Our objective is to return Rhodesia to legality with
the widest possible international recognition. Consultations
with the Commonwealth are under way. We attach great
importance to them. Lord Harlech is visiting several African
countries (though not Kenya in view of President Moi's visit
here). These contacts and President Moi's views will be
important to us in considering the way forward.

e We will need to encourage Bishop Muzorewa to demonstrate
that he is in effective control and to show flexibility. This
is the purpose of Mr Day's mission to Salisbury.

S We hope that other African countries and the
Organisation for African Unity will recognise that Muzorewa has
wide popular support and be open-minded about his government.
We shall be hoping for President Moi's support in this. The
increased involvement of outside powers in a protracted war
would be a very dangerous development for Africa.

CONFIDENTIAL
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE
PRIME MINISTER, 13 JUNE 1979

Brief no. 3: NAMIBIA

Points to Make

3 Best solution for Namibia remains implementation of the Five's

Proposal for elections under UN supervision leading to internation-

ally recognised independence.

2% We will continue to work for implementation of the Proposal.

3e Success would open up hopeful opportunities in Southern Africa.

Southern Africa Department
FCO

29 May 1979
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE
PRIME MINISTER, 13 JUNE 1979

Brief no. 3: NAMIBIA

Essential Facts

1e Detailed arrangements for implementing the contentious aspects
of the Settlement Proposal (monitoring of SWAPO outside Namibia and
arrangements for dealing with SWAPO forces in Namibia at the time
of the ceasefire) were worked out at the New York talks from 19=-23

March and were conveyed by the Five to South Africa in a message of

’26 March. The South Africans replied on 7 May reiterating their

acceptance of the original Proposal by the Five and their rejection
of the proposals in the Secretary-General's Report of 26 February.
The South Africans seem not to have been reassured by the various
clarifications and assurances worked out by the Five and contained

in the Sixteen Point Annex to the message of 26 March.

it The South Africans have also agreed to the proposal by the
Democratic Turnhalle Alliance to turn the "Constitutent Assembly" into
a "National Assembly" with some legislative powers and the right to be
'/‘associated with the South African Administrator General who has
executive responsibility. The Five have considered the election held

last December for the "Constituent Assembly" to be null and void.

3e The South African reply will be widely interpreted as a final
rejection of the UN plan and of the assurances and concessions offered
by the Front Line States and SWAPO., The decision to set up a "National
Assembly" will be interpreted as a major move towards, and prelude to,
a Unilateral Declaration of Independence in defiance of the Security
Council and the Five. The Five are agreed that their objective must

be to try to avoid a breakdown at this stage.

CONFIDENTIAL
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4. The South Africans' reluctance to go along with the proposals

for implementing the UN plan is linked with their interest in exploring .

2 new national strategy for South Africa involving the creation of a
new Southern African bloc of states economically, politically and
militarily dependent on South Africa. This may involve the support
for internal settlements both in Rhodesia and Namibia in preference to
internationally recognised settlements which might involve the setting

up of radical nationalist® régimes on their borders.

5. The Security Council will have met in the first half of June.

Southern African Department

FCO

29 May 1979
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE
PRIME MINISTER, 13 JUNE 1979

Brief no. 4: SOUTH AFRICA

Points to Make

1. The key to stability in the region rests with South Africa.
The practice of apartheid is one which we roundly condemn and

is a continuing cause of unrest in that beleagnered country.

5 However, we must be alive to any signs of change in the system

and be ready to welcome them.

4, Constant criticism of South African policies and failure to

recognise any attempt to come to terms with the situation will only

drive them further into the laager.

Southern African Department
FCO
29 May 1979
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE
PRIME MINISTER, 13 JUNE 1979

Brief no. 4: SOUTH AFRICA

Essential Facts

Internal

1. Mr P W Botha's Government has shown a more enlightened attitude

towards the non-whites in South Africa than did Mr Vorster's.

——

Dr Koornhof, Minister of Co-operation and Development, in particular
e—
has shown a more humane attitude towards the blacks, for example,
in his decision not to go ahead with the demolition of the squatter
camp at Crossroads. Nevertheless despite this and proposals for
constitutional reform involving some devolved powers for the Coloureds
and Asians there are no plans to give substantial political rights
to Africans and the South African Government remains committed to
white domination and its policy of black homelands.
2e There is evidence that the South Africans are taking a more
obdurate attitude towards the problem of the region. They appear to
favour the concept of regional co-operation in a Southern pact
involving closer political, economic and possibly security links with
neighbouring black states. This would involve a neutralist bloc as a
bastion against Communism. It seems most unlikely that African
governments would favour any such grouping. Faced with increasing
criticism and isolation the South Africans may have concluded that
they cannot rely on Western support and must therefore be prepared to

turn elsewhere. The Southern pact is not a new concept, but the idea

of neutralism between East and West is.
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o The South African Government is still preoccupied with the .

repercussions of the Department of Information scandal. It is
impossible to tell what the outcome may be, but Mr Botha could be
forced to call an election, because of his pledge to do so if it

can be shown that any member of his present Cabinet was involved.
However, the interim findings of the Erasmus Commission have cleared

the Cabinet of having prior knowledge of the mishandling of funds.

Labour Relations

4, The reports of the Wiehahn and Riekert Commissions on black
trade union recognition a;E—I;bour mggzzity respectively are being
studied. At first glance they represent important moves towards a
more understanding approach to the black population. The test,
however, will be the willingness of the South African Government to

carry out the major recommendations.

British Interests in South Africa

o We have important economic links with South Africa. It remains

a major export market for us (nearly £700m a year) and there is a

large British investment which, measured in market value, is of the
order of &4,400m. Nevertheless, in terms of the importance to us

as an export market, South Africa fell to sixteenth place in 1977,
from thirteenth in 1976, while Nigeria moved to ninth position as an
export market from tenth position in 1976. We have a responsibility
to use our resulting economic influence to apply pressure for peaceful
change within South Africa. We accordingly attach importance to the
Code of Conduct on Employment Practices of the Nine which the British

Government brought into effect in their White Paper last year.

Kenyan Policy on South Africa

6. There are differences of opinion within the Kenyan government.

Attorney-General Njonjo openly advocates dialogue and diplomatic

/relations;
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relations; President Moi is privately sympathetic to dialogue but
will not wish to get out of step with the OAU, Foreign Minister
Waiyaki and his Ministry have consistently advocated a more radical
policy; he has claimed that Kenya's policy is to oppose dialogue
and announced that he would resign in protest if it were changed.

Kenya Links with South Africa

Lo Official Kenyan trade statistics show no exports to or imports

———

from South Africa other than one item in 1976. We suspect that

there is some unofficial trade between Kenya and South Africa, but

.

it is impossible to guess at its volume or composition, since much
of it is, we believe, disguised as trade with Lesotho, Botswana or

some other intermediate country.

Southern African Department
FCO

29 May 1979
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE
PRIME MINISTER, 13 JUNE 1979

Brief no 5: UGANDA/TANZANIA

Points to Make

1 Lule's Government making steady progress in difficult circum-
stances. Major task of rehabilitation. Extensive international

goodwill to draw on.
“A Uganda needs help from friends, including Kenya and UK.

3. In Uganda's interest to maintain good relations with all her
neighbours. Her natural economic and communications links with Kenya

are a significant factor.

4. Hope that change of government in Uganda will contribute to
improved relations between former East African Community members -

though appreciate difficulties.

e [Defensive] Astles - a Ugandan citizen; extradition to Uganda a

matter for Kenya/Uganda. UK naturally hopes due process of law would

be observed as in any other case.

East African Department
FCO
30 May 1979
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DU LIl

UGANDA/TANZANTIA

Essential Facts

1a President Lule's Government was established in Kampala on
3 April; we recognised it on 15 April and subsequently reestablished

diplomatic relations. The Uganda Government is publicly committed to

restoration of the rule of law, respect for human rights and elections

within 2 years. It covers a wide, political and tribal spectrum.

Former President Obote was excluded because of his unpopularity,
‘especially in Southern Uganda, and the Tanzanian desire to avoid the

charge of imposing him. He may attempt a come-back. Amin's whereabouts

are uncertain; he is probably in Libya or Iraq and there seems no chance

of his making a come-back. President Lule, a moderate academic, may

have difficulty in holding his interim coalition together. There are

strains within it, but no sign of plans to overthrow Lule.

o The Uganda Government faces enormous problems of rehabilitation.
Public services, including police have to be rebuilt. For the present,

Uganda has to rely on Tanzanian forces for internal security and

stability. The economy w S iously rundown before the new government
5 Z

took over., New Ministers are assessing priorities and seeking massive

international aid.

%' HM Government have so far agreed to provide £2 million in grant

L5 11

aid and are likely to consider further tranches. We are giving
specialist advice on police, security and military matters. We propose
to discuss British compensation claims on the government of Uganda

(totalling more than £140 millic from firms and individuals) at an

early convenient moment.
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Manv African Governments have welcomed the change. But some, .

LAcLLll y Llcdl

like Nigeria, remain unreconciled to the Tanzanian breach of the OAU
principle of respect for territorial integrity. The extent of
criticism of Tanzania is likely to depend on the degree of independence
President Lule's Government shows from Tanzanian influence. Tanzania
intends to withdraw the bulk of her forces as soon as mopping up of
Amin's forces in the north-west is complete; but substantial numbers
will remain to provide security and stability. The developments in
Uganda are a set-back for Libya and probably also for the Soviet Union
which was Amin's main source of military equipment and training. The
Russians have however welcomed Lule's Government and can be expected to

try and reestablish their position.

Kenya/Uganda

By During Uganda/Tanzania conflict the Kenyans maintained a policy
of business as us vith Amin's regime. They were unresponsive to

suggestions from the lanzanians that they cut off essential supplies

to Amin eg fuel, mOST of which passes through Kenya. Kenya was (and

e

is) suspicious of President Nyerere, who was thought to want to rein-

state ex President Obote, an exile in Tanzania since his overthrow by
Amin, and greatly mistrusted by Kenyans. Kenya was also concerned at

the breach of the OAU principle of territorial integrity, in view of

the special fear

6. facilities for Libyan forces
his cause was lost and welcomed
have offered to help in any

1.4 million of emergency assistance.

assistance and the position

close relations with the
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ew Uzandan Government as a means of countering Tanzanian influence.
-1@'194@:1 rail links with Kenya are now open and with land locked Uganda
dependent on Kenya as a channel for supplies they have a strong hand t
play. President Lule may also welcome the opportunity to balance
Tanzanian influence in this way. The continuation of good Kenya/
Uganda relations will depend among other things on the continued

exclusion of Obote from effective power and the setting in motion within

a reasonable time scale of the withdrawal of Tanzanian troops.

Te Among several and former high-ranking officials of the Amin regime
now held in Kenya is "Major" Bob Astles. President Moi has stated that
Astles will be extradited to Uganda when necessary legal processes have
been completed. Although born in the UK, Astles has taken Ugandan
citizenship. The Ugandan Government are aware of the need to ensure
that due processes of law will be observed should Astles be returned

to Uganda.

Kenya/Tanzania

8. Relations have been poor since the Tanzanian decision to close the

border with Kenya in the wake of the break up of the East African

Community in 1977. The Tanzanian intervention in Uganda forced some

direct contacts between the leaders of both countries, and although
trust continues the announced meeting between Presidents

Moi and Nyerere in Arusha, Tanzania, on 30 May is an encouraging sign

may now improve.

artment

30 May 1979

CONFIDENTIAL




CONFIDENTIAL

CMAMT YTATM (R ORTOTHENM 0T D PeTanTRs oA,
oL AT \/J_rJI L Ul ¢ n.‘_zu_‘.bl_:ni i1 OF rnKNYA:

PRIME MINISTER, 1- JUNE 1979

.

5: UGANDA/TUNZANILA

icance of the Arushe meeting between Presidents
sy

ol and Kyerere on 30 lMay largely presentational. Kenyan

— e ————
————,

e e ) 3 , ) - <
officials disappointed at lack of substantive progress. On

—

6 June President Nyerere gsave major address in Dar es Salaam

nouncine that the war in Uganda was over. Bulk of Tanzanian

d

>roops soon to leave. liyerere stressed Tanzania's desire for

cod relations with her neighbours. Prcecident Lule and Nyerere

met on 7 June in Mwanza (Trnzaniz). We have no information on

topics discussed. The changes irn the Ugandan Government

announced on 7 June will have strengthened the hand of President
e e

[ule and fellow moderates.

A

flown to Ka a on 9 June following Uganda's

application.

rertment

commonwealt
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STATE VISIT OF PRESIDENT MOI OF KENYA: TAILKS WITH THE
PRIME MINISTER, 13 JUNE 1979

Brief no 6: HORN OF AFRICA

Points to Make

s om. We recognise importance Kenya attaches to stability and
respect for territorial integrity in the Horn.

2. We favour peaceful resolution of disputes in the area, and
will continue to urge restraint. But our direct influence is
limited.

e Do Kenyans see prospect of improvement in the area,

including their relations with Somalia? We remain ready to urge

—

the Somalis to look constructively at this.
4, We would like to see a reduction in the Cuban and Soviet

presence in Ethiopia. Do the Kenyans see any prospect of this?

East African Department
FCO
1 June 1979
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE

PRIME MINISTER, 1% JUNE 1979

Brief no 6: HORN OF AFRICA

Essential Facts

1e Somalia/Ethiopia Somalia seeks self-determination for

ethnic Somalis in the Ogaden, which she regards as under Ethiopian

colonial occupation. Somali guerillas in the Ogaden, organised in

the Western Somalia Liberation Front, receive political and

material support from Somalia. In July 1977 this escalated to an

invasion of the Ogaden by Somali regular armed forces. In March

1978, the Somalis were defeated by Cuban forces assisting Ethiopia,
which also received massive inflows of Soviet military equipment
as well as Soviet military advice. Continuing OAU attempts to
mediate in the Somali/Ethiopian dispute have not succeeded.
Ethiopia has since demanded of Somalia guarantees of respect for
the territorial integrity of all Somalia's neighbours, and the
payment of reparations. Somalia however continues to maintain
support for the Ogaden guerillas at roughly pre-1977 levels.
Because of Soviet, and Cuban support for Ethiopia, which began
when Mengistu took full control there in 1976, Somalia in
November 1977 abrogated her Treaty of Friendship with the Soviet
Union, terminated Soviet military facilities on her territory,
including the naval and air base at Berbera, and broke relations
with Cuba. Somalia professes to fear a ground attack from
Ethiopia. We believe this is unlikely, since it would damage

Ethiopia's international position, and would be unwelcome to the

/Soviet Union
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Soviet Union, and Cuba. Since late 1977 Somalia has improved
relations with the West and particularly with the Arab world,
especially Saudi Arabia, from whom she receives major financial
support. With some possible exceptions, eg France and Italy,
Somalia has not, however, been able to obtain major Western arms
supplies. Although allowing some items of non-lethal equipment,
eg radios, we have not wanted to sell weapons to Somalia since
this would offend particularly the Kenyans. We have therefore
given expression to our interest in Somalia in the form of an
increased civilian aid programme, now about £3.2 million for

1979/80.

2 Somalia/Kenya Somalia supported insurrection by ethnic

Somalis in north-east Kenya in the 1960s. The Kenyans do not

q—— - m—

believe private Somali protestations to Western governments that

they have no claim on Kenyan territory. The Kenyan decision to
expand and re-equip their armed forces stems largely from their
deep suspicions of Somali intentions and lies behind Kenya's
traditional friendship with Ethiopia. In a visit to Ethiopia
early this year President lloi endorsed the Ethiopian demands of
Somalia and renewed the 1963 Kenyan-Ethiopian mutual defence treaty.
While guarding against any attempt by the Soviet Union to gain
influence in Kenya, the Kenyans accept Soviet and Cuban assistance
to Ethiopia as understandable in the face of Somali aggression.
The Kenyans further believe that Ethiopian nationalism will
reassert itself over communist influence.

3. Over the past 18 months we have been trying to encourage

an improvement in Somali-Kenyan relations, since this would

enhance stability and give us greater freedom of manoceuvre in

/our
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our relations with Somalia. The general Kenyan position is that
they require an unequivocal and public assurance from the

Somali Government that Somalia has no claims on Kenyan territory.
The Somalis are unwilling to provide this. We have floated to
President Siad Barre the idea of a non-aggression treaty between
Kenya and Somalia, a concept which the Saudis also appear to be
attempting to promote. But the Somalis have made no specific

B e e,

proposals to the Kenyans. The Kenyans are reserved, although they

seem prepared to complement their diplomatic relations by trying
to improve working contacts with the Somalis on the ground, eg

in a border commission.

4, Ethiopia In Ethiopia, Mengistu appears still to be in

control although there may be disagreements in the Derg about

the introduction of a Marxist party and on Eritrea. The close
relationship with the Soviet Union has been formalised by a
Treaty of Friendship although the cost of Soviet military supplies
(thought to be about $1 billion) could be a source of difficulty,
and Soviet ability and willingness to give economic assistance to
Ethiopia on the scale required to deal with her severe economic
and developmental problems could be a further test of the
relationship. Civil development aid from the Soviet bloc has

so far been relatively small; so far as we are aware only

#11 million in 1977 compared with 259 million in bilateral aid
from OECD countries and $67 million from multilateral agencies
(EDF, World Bank, UNDP and OPEC). UK bilateral aid is currently
running at about £2.8 million. Because of Ethiopia's poor human

rights record we have not been accepting new commitments.

/5.
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ohs We believe there are still some 16,000 Cuban troops in
Ethiopia, mostly doing garrison duty in the Ogaden, but some
giving logistic support to the Ethiopian forces fighting the

Eritrean Secessionist Movements, as well as about 1,000 Soviet

military advisers. Ethiopia has gained the upper hand militarily

in Eritrea over the past 12 months, regaining control of most
of the towns. But no end is in sight to Eritrean guerilla

activity.

East African Department

FCO
1 June 1979
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FROM JEDDAH 1107AGZ JUNE

TO PRIORITY ©CO LONDON

TEL NO 367 OF 11 JUNE 79,

INFO MOGADISHU, NAIROBI,

MUNRO (IN JEDDA)'S LETTER OF 4 JUNE TO ROZSON:
— -

SOMAL | A/KENYA,

1. MY COUNSELLOR RAISED THIS SUBJECT WITH THE HEAD OF

* THE AFRICAN DEPARTMENT IN THE M“A THIS MORNING. AHMED

© SIRAJ SAID THAT THE SAUDIS WERE EXPECTING PRESIDENT MOI
TC VISIT SAUD! ARABIA SHORTLY, PROBABLY ARRIVING ON 1 JULY.
THE SAUDIS WERE CONSIDERING RAISING WITH HIH AGAIN THE
PROPOSAL OF A 2% YEAR MON-AGGRESSION PACT TO BE SIGNED .~
BY SOMALIA AND KENYA, THEY DID NOT WANT TO DO 50, HOWEVER,
UNLESS THEY HAD REASON TO HOPE THAT MOl ¥OULD RESPOND
FAVOURABLY. HE UNDERSTOOD THAT MOl WAS CURRENTLY IN LONDON
AND WONDERED IF WE COULD SOUND HIM OUT, WITHOUT REVEALING
THAT WE HAD BEEN ASKED TO DO SO RY THE SAUDIS
HE HOPED THAT WE WOULD LET HIM HAVC A REPLY AS SQON AS
POSS I BLE,

e WE REALISE THAT YOU MAY NOT WISH TO BECOME TOO DEEPLY
INVOLVED IN WHAT IS CLEARLY A CONTROVERS!AL MATTER. HOWEVER,
FROM THE POINT OF VYEW OF QUR RELATIONS WITH SAUDIS, IT WOULD
BE HELPFUL IF PRESIDENT MO| COULD BE SOUNDED OUT AS THE
SAUDIS SUGGEST.

WILTON

FILES PS/MR.LUCE

EAD PS/PUS

MED SIR A DUFF

23 MR.WILLIAMS
PS/LPS MR.J.C.MOBERLY
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE

PRIME MINISTER, 13 JUNE 1979

BRIEF NO 7: WORLD ECONOMIC PROSPECTS
POINTS TO MAKE
GROWTH

1. Prospects for world growth not good. Continuing oil shortfall.

Further oil price rises likely. Debt burden of non-oil

developing countries will then further increase and for the
poorest will be serious. In OECD should be a better balance
of surpluses and deficits this year, but inflation and
unempLoyment rising.

TOKYO SUMMIT

2. Difficult economic background. Specific targets
inappropriate this year. Discussion will focus on energy and
the North/South Dialogue in the aftermath of UNCTAD.

UNCTAD V

5. Modest progress. Useful consensus on resisting
protectionist pressures and need for adjustment of established
industries. Discussion of unresolved issues will continue

in UNCTAD itself and other established forums.

4. Developed countries did not stone wall. Present circumstances
not the time for radical new schemes. Our need to cut public
expenditure limited our scope in some areas. Getting the UK
economy right will best equip us to help developing countries
with trade and aid. We announced a contribution in principle

to the Common Fund Second Window.
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE

PRIME MINISTER, 13 JUNE 1979

BRIEF NO 7: WORLD ECONOMIC PROSPECTS

ESSENTIAL FACTS

1. Growth in the seven Summit countries in 1979 at 3.3% (WEP),
3.5% (OECD) lower than 3.9%Z in 1978. (WEP assumed average oil
price increase of 25% over the year: now more likely to be

higher.) Effective oil prices already 30% up on December 1978.

Next OPEC meeting this month Geneva.

2. Poorer prospects still for 1980; 2.67% growth (WEP) as oil
prices work through and with US economy very weak. US growth
could fall to 1.2% (WEP) as compared with 2.7% (WEP) 3.1% (OECD)
10 1909,

3. World oil supply shortfall in 1979 Likely to be around

2 mbpd (about 5%Z). Iranian production resumed on 5 March.
Production currently believed to be 3.5 - 4 mbpd. It was

around 5.7 mbpd in 1978 prior to the revolution. Even if IEA
and EEC countries fully implement demand restraint measures to
reduce consumption by 5% the world oil market will remain tight.

4. Current account deficit of US will fall owing to slower

growth and increased exports but may rise again in 1980
billion
(816 billion 1978, 89.7/1979, 210.9 billion 1980 - WEP).

Japanese surplus will decline owing to oil price increases and
emergency imports but lLikely to rise again in 1980 (816.7 billion
1978, 83.4 billion 1979, 88.5 billion 1980 - WEP). There will be
a better balance of surpluses and deficits among the major OECD
countries. But the net deficit of non-Summit OECD countries

(including Portugal and Turkey) will rise from $10 billion to

/813.5
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$13.5 billion (OECD), and the deficit for non oil developing
countries will rise from 231 billion to 340 billion this year
(0OCECD).

5. Inflation in the main industrialised countries may be

1% higher in 1979 at over 87%.

TOKYO SUMMIT

6. Energy the key area. Need for effective demand restraint
(particularly by US) and development of alternative sources.
Developing countries will be looking for something for them in
the Light of Little progress at UNCTAD.

UNCTAD V

7. Ended in Manila on Sunday 3 June. Mr Nott has expressed

our regret that agreement was not possible on more issues in
Manila. Mr Parkinson was there for the last week.

8. Consensus was reached on some issues. Developing countries
expressed some disappointment but the atmosphere was calm

at the end.

" 3 Principal agreements on protectionism/adjustment; commodities,
aid volume increase and aid for the least developed (Mr Parkinson
reserved the UK's position in the light of the public

expenditure review; the UK was not alone); transfer of technology.
Principal issues where there was no agreement were a fundamental
restructuring of the world economy demanded by the developing
countries; "interdependence"”; evaluation of MTNs, GSP, and

other trade issues; international monetary reform and developing

country debt; and some shipping issues. C(Consideration of these

will continue in UNCTAD and other established international forums.
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10. Commodities, where agreement was reached, a major interest

for Kenya. Basis of a Common Fund agreed in March. Kenya a

major coffee and tea producer. There is an International Coffee
Agreement. Discussions continue on the establishment of an
International Tea Agreement but Kenya is unenthusiastic. We should
Like the International Tea Promotion Association to establish

its headquarters in London.
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE
PRIME MINISTER, 13 JUNE 1979

Brief no 8: KENYA AND THE RENEGOTIATION OF THE LOME CONVENTION

Points to Make

1, Regret that EEC/ACP 24-2¢ May Brussels Conference did not reach
final agreement on new Convention, In neither ACP nor Community
interest for conclusion of negotiations to be delayed. Understand
keen Kenyan interest in trade with Community. International
economic climate worsening. And delay could cause hiatus between
end of Lomé and start of new Convention. Community has proposed
21426 June for further conference. Hope acceptable to ACP,

2% Main problem is size of new European Development Fund (EDF).
Community offer at last Conference reflects conscious decision not to
engage ACP in undignified bargaining but rather in all frankness to

table maximum figure. to which Community can agree, Offer calculated

with great care. Takes account of inflation since Lomé I, Regret

no question of any increase. Very real economic constraints

facing Community.

3 (If necessary). UK certainly not "responsible for the breakdown".
EDF figure put to ACP was agreed EEC position.

A. UK unhappy that ACP now seem likely to propose Lomé (again) as
venue for signature of new Convention, Understand Nairobi was at

one stage a candidate but was withdrawn in favour of Khartoum. Now
clear Khartoum stands no chance. UK would welcome renewed pressure
for Nairobi,

European Integration Department
FCO

1 June 1979 CONFIDENTIAL
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OF PRESIDENT MOI OF KEN WITH THE

13 JUNE 1979

Brief no 8: KENYA AND THE RENEGOTIATION OF THE LOME CONVENTION

Essential PFacts

~

i The 24-2C May Brussels Conference broke down because of

dissatisfaction of the 57 African, Caribbean and Pacific (ACP)

States over Community offer of 5107 mua (£3319 m) for EEC aid
to ACP under the new (five year) Convention. The ACP want over

10,000 mua. The original UK objective (leaving out of account
R ]

provision for European Investment Bank lending, which is included in

the 5,107 mua ) was 2,300 mues. None of our EEC partners being

e

prepared to see the offer kept down to this level, in the course
of the Brussels Conference we finally agreed, with great difficulty,
to go up to 2,520 mua. It was accepted by all that under no

EE———————
circumstances could there be any increase ¢ is figure (though

Germany, Denmark and Belgium had earlier indicated willingness to go

un to [1’ 000 mu.a).

2 Useful progress was made st the Brussels Conference in most
R
other areas of the negotiations, and with the exception of the size

of the new European Development Fund final agreement seems within

sight.

3 Khartoum, regarded by most ACP States as not genuinely 'Afric

cannot command a majority as the venue for siganture of the new

3|

Convention. he only possible anglophone rival to ILomé seems to

nature in an anglophone capital is desirable in

shift
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days of the Prench-dominated Yaoundé Convention to the wider

framework.
Kenya has been generally satisfied with the aid/trade benefits

provided by the Lomé Convention. Her main interest lies in obtaining

more of the same. She has criticised the operation of the STABEX

—————
(stabilisation of export earnings) scheme which covers her two main
and c‘:offee, but which has so far not '"')I‘O'nght her any

— el
A late claim for raw sisal exports in 1975 was examined

bv the Commission and found ineligible,
S Under the fourth European Development Fund (1@7(_?@) about
50 million was allocated to Kenya f this £2€ million has

now been committed to a variety of projects of which the most

important are the Tana river dam and power station (35% funded by
the EDF) and several programmes for rural development. So far only
million has been spent but the rate of spending is
enthusiastically with the Community and Britain 1is
her main trading partne Kenyan exports to the Community in 1977
represented A.,2% of all ACP exports to the Community. In return

Kenya took 3.6% of Community exports to ACP countries in 1977.

European Integratic
pean I
rCO

1 June 1979
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE
PRIME MINISTER, 13 JUNE 1979

Brief no 9: THE BRITISH AID PROGRAMME IN KENYA
Points to Make

Te Attach importance to aid programme in Kenya to assist in
development plans, Glad UK was able to waive repayments on previous
‘loans (£68 million).

2e Sympathise with Kenya's current economic difficulties - balance of
payments and budgetary problems, Will try to help but we too have

our economic problems,

3e M We can offer

-
£15m in programme aid by switching funds from project aid. This will

accelerate expenditure, Consequential adjustment of aid agreement,
following October 1978 aid talks, needed to provide £65 million

project aid and £15 million programme aid,

Eastern and General Africa Department
ODA
5 June 1979
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’STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE

PRIME MINISTER, 13 JUNE 1979

Brief no.9: THE BRITISH AID PROGRAMME IN KENYA

Essential Facts

1e Since independence in 1963, Britain has provided some £200 million
_#—-—

bilateral capital aid and technical cooperation to Kenya. Britain is

Kenya's largest bilateral aid donor.

2e The Commonwealth Development Corporation currently has some £50

\
million committed to projects in Kenya, principally in public utilities,

agriculture and housing., There are also some 80 people serving with
-,

Voluntary Service Overseas,

3 ODM's capital aid is committed to Kenya on a 3=yearly basis; it is

on grant terms, and is mainly devoted to the financing of spe;ific
projects., Capital aid expenditure totals around £10m per annum, although
this is expected to rise as a result of the recent commitment of £80m

for the triennium 1979/82 which was agreed in Nairobi in October 1978,

R

In addition an agreement was signed last year which waived future re-—

payments due on all previous loans (the total thus waived was £68m),

o s S A T A W O B NN P A TSI T TR A -

A, On the technical cooperation side, some £8 million per annum in
Rl

spent in Kenya. £6m of this is for supplementing the salaries of

about 770 UK citizens employed by the Kenya Government directly; a
R ——
further £1 million is spent on fully-funded UK experts and consultanéies

e SN

and £1 million on training Kenyans in the UK. The annual level is

rising to £9 million,

75
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Do Because of the emphasis in the recently-published Kenyan Development
production, and in response to Kenyan requests, it is intended that

special emphasis be given in the allocation of the new £80 million

pledge to projects in the districts of Embu, Meru and Isiolo, to the

east of Mount Kenya.

e Support for projects in other areas will however continue, as will

UK cooperation with other donors in the financing of larger ventures

such as the construction of the Nasinga dam o the North Bast of Nairobill
which we are co=financing with the EEC and the Germans, Other major
projects already under way include the continuing development of the
Mumias sugar project in Western Province, the Bura irrigation settlement
scheme in Eastern Province, and the expansion of the Kenya Polytechnic

in Nairobi.

Tee We have recently been faced with a request for £30m programme aid

(ie aid to finance a programme of essential imports, rather than indivi-

dual projects) because Kenya's economic situation, and in particular

the balance of payments and budgetary position, has markedly deteriorateﬁl'

Principal reasons are the fall in coffee and tea prices, increased oil
prices, increased expenditure on defence, heavy recent expenditure on
development projects and public utilities, and poor crops due to heavy
?EEEEL—*

deficit of over £1,000 million over the period 1979/83 and a budgetary
deficit of about £240 million next year, In addition to IMF support and
a programme loan from the World Bank, the Kenyans are asking bilateral

donors to provide programme aid, if necessary switching from project aid,

/8.
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'8. The Kenyans are expecting a response to this request during

President Moi's visit. Ministerial approval to enable

,——'—‘T““"ﬁ*" S e e e < —avh
us to provide £15m of programme aid, by switching this sum from the

previously pledged £80m for projects, The Kenyans would undoubtedly

—

like us to provide new money, bﬁt the current reductions in public
expenditure including the aid programme rule this out. If this package
is approved by Ministers, it may be possible to sign the new £80 million
capital aid agreement (£65m project and £15m programme) during

—————— a— ——
President Moi's visit,

9. A meeting of the World Bank Consultative Group on Kenya was held
in Paris on 14-16 May. At this meeting, the Vice President, Mr Kibaki,
appealed to aid donors to help Kenya overcome their current balance of
payments and budgetary problems. In particular he asked that:
a. Aid programmes should be based on the total project costs,
including a contribution to recurrent costs.,
Funds should be paid in advance of project implementation to
speed up disbursements,
There should be a coordinated effort to provide more programme
and commodity aid to Kenya, if necessary by diverting existing
aid from projects to faster disbursing forms of aid,
. 10, On the first of these requests, the United Kingdom was able to
respond positively, as there is already provision for meeting certain
recurrent costs within aid procedures. The request for advance

/payments
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payments would cause us diffi r 1§ V require

need before disbursing ylic funds we therefore told the

Kenyans that we could not accede this Our response to (c)

is covered by paragraphs 7

CONFIDENTIAL
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STATE VISIT OF PRESIDENT MOI OF KENYA: TAILKS WITH THE
PRIME MINISTER, 13 JUNE 1979

Brief no 10: ANGLO-KENYAN TRADE

Points to Make

s Importance of commercial ties with Kenya. Look forward to
continued increase. Medium term foreign exchange shortage may
slow down progress.

2l Accept need for December's temporary import controls and
other measures. Is it not time to review, and remove features
which reduce foreign investors' confidence?

G A Will Kenyan Government consider Investment Protection and
Promotion Agreement with UK?

4, Defensive (if "softer" credit raised) Further softening of

existing ECGD credit arrangements would breach international

credit agreements. New credits still available for contracts up

to £10 million;ﬁﬂ

L% (If debt rescheduling raised)

Could consider only as part of an international operation.

General rescheduling not in Kenya's interest.J Would lead to

withdrawal of further credit. Rescheduling individual contracts

a matter for firms.

East African Department

FCO

4 June 1979
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VISIT OF PRESIDENT IMOI OF KENYA: TALKS WITH THE
MINISTER, 13 JUNE 1979

Brief no 10: ANGLO-KENYAN TRADE

Essential Facts

1e Kenya is the second largest market for UK goods in Black

Africa, but a long way behind Nigeria. The trade balance swung

——

markedly in our favour last year; reflecting in large part a general
reversal in Kenyan fortunes with the collapse of coffee and tea

prices, UK exports increased by €5% over 1977 and now represent

0.5% of total UK exports, The UK share of the Kenyan market for the

first seven months of 1978 (latest date for which statistics are
available) was 22% (up from 18% in 1977). Other leading exmorters
to Kenya were the FRG (14%), Japan (11%), Iran (6%), France (5.3%)
and USA (5.2%). The UK (16%) is Kenya's second largest market
after the FRG (24%).
(£ million)

UK TRADE WITH KENYA 1978%

UK Exports to Kenya e 6 195,7

UK Imports from Kenya

¥ Provisional

lMajor UK exports in 1978 were machinery and transport equipment

(£117,5m)

manufactured goods (£30.7 million) and chemicals (£16.7 million),

lMajor UK imports from Kenya in 1978 were tea(£52.4m), coffee

(£324,7m) and crude materials (£4.5m).

Fey




£ Investment Protection Agreement (IPPA),

single investor in Kenya. The book value of direct investment was

2008 million in 1978; but the total actual value of British investment

by firms and individuals is estimated at over £700 million, Large
investors include British Leyland and Brook Bond Liebige.

A The Kenyans have signed IPPAs with the FRG and the Netherlands.

The British High Commission in Nairobi first approached the Kenyans

at the end of 197¢ to ask whether they were prepared to negotiate

CLd 4

an IPPA with the UK. There has heen no response,

o

T Credit Cover. In view of their balance of payments problems

the Kenyans may well ask for additional credit, or more probably,

an easing of existing credit terms, Commitments on Kenya under

Section II (ie., contracts over £10 million and military sales)

nr

alreadv exceed the authorised 1limit of £:

)

00 million. Short and
medium term credit is available on all civil sales up to £10 million.
Terms approved by ECGD on existing are already the most
favourable they can offer,

Kenyan import restrictions. At the end of 1978 the Kenyans

introduced a package of measures designed to reduce imports and
save foreign exchange. These included an import deposit scheme
with deposits of up to 100% 1n some cases and a requirement that
importers should negotiate at least 90 and preferably 180 days
credit., These measures, we believe, have already restricted the
level of UK exports. Demand for goods produced or assembled

in Kenya by British companies has also been reduced as a result

and this may be a disincentive for investment.




L3
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Dividend remittance restrictions

Te As part of the same package the Kenyans introduced a "temporary"
restriction on the percentage of cividends declared which may

be remitted overseas., This is contrary to the Kenyan Foreign
Investment Protection Act. This action may have damaged the confi-

dence of investors who are anxious that the restriction be removed as

soon as possible,

East African Department
FCO

1 JUNE 1979
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STATE VISIT OF PRESIDENT MOI OF KENYA: TAIKS WITH THE
PRIME MINISTER, 13 JUNE 1979

Brief no 11: KENYAN PENSION PAYMENT TO UK NATIONALS AND EXCHANGE
CONTROL PROBLEMS

Points to Make

1. Glad Kenyan Treasury has confirmed General Retirement Scheme
pensions may be paid through Crown Agents. Certain military and
disability pensions remain. Could sympathetic consideration be
given to them, in spite of Constitution, in view of hardship?

2o Appreciate reasons behind exchange control regulations on

salary remittances in general. But could Central Bank be more

flexible over compassionate cases? Again subject is of interest

to MPs.

East African Department
FCO
5 June 1979
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STATE VISIT OF PRESIDENT MOI OF KENYA: TAIKS WITH THE
PRIME MINISTER, 13 JUNE 1979

Brief no 11: KENYAN PENSION PAYMENT TO UK NATIONALS AND EXCHANGE
CONTROL PROBLEMS

Essential Facts

Pensions
She Following the transfer of responsibility for the majority of

Kenya public service pensions to the British Government by agreement

——

on 1 November 1977, the Kenya Government withdrew the facility for
e C—— ..

external payment through the Crown Agents of those pensions for

Y

which they retained responsibility. Instead, payments from

1 November 1977 would be made only to a bank or address in Keﬁya,

e N

with remittability only after withholding six months pensions

payments as an indemnity against a possibility of inadvertent over-
R e ¥

payment after death. These instructions meant that UK recipients

of Kenya government pension many elderly and disabled were deprived

PR i 4

of payment for 6 months and in addition had to go through complex

procedures to open foreign bank accounts in Kenya. After

representations by the High Commission in Nairobi, and a long
delay, the Kenyan Treasury have stated that pensioners who retired

under the General Retirement Scheme (the majority) now have the

choice of payment through the Crown Agents or through local banks.

Pensions to others would however have to be paid in Kenya in
accordance with the Kenyan Constitution.

= 3 Payment via Crown Agents to the majority of pensioners is
welcome. There remain a number of cases on which we have received
representations by Members of Parliament, individuals and
associations, viz (a) military pensioners; (b) military disability

/pensioners;
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pensioners; and (c) expatriate pensioners who worked in Kenya on
local terms. Although Kenyan law makes no provision for external
payment, it was allowed for many years and withdrawal of the
concession has caused anxiety and hardship for elderly and disabled
people. A brief word with President Moi urging sympathetic
consideration of these cases could be helpful. It would be
preferable to avoid dwelling on military pensions to President Moi
(who will not be familiar with the question) since some
Commonwealth countries have repudiated responsibility for themn.

Exchange Controls Issues

3. In May 1978, Kenyan exchange control regulations were amended
to impose a ten year 1limit on remittances abroad from salaries
earned in Kenya. Persons who had been resident in Kenya for more
than ten years were prohibited from sending further remittances
from 1 December 1978. In response to representations by the High
Commission, the appropriate Kenyan authorities agreed to consider
sympathetically applications from persons in the latter category
to remit funds abroad in respect of commitments already entered
into eg mortgages, education, fees, etc. Problems nonetheless
remain, and we are often asked to take up compassionate cases with
the Kenyan authorities, often in response to representations to
ministers by MPs. These cases usually concern elderly people who
left Kenya some years ago and because of exchange control
restrictions were forced to leave behind their capital in frozen
bank accounts or investment in government stock. The Central Bank
tends to be unresponsive to cases argued on compassionate grounds

and a request that they show greater flexibility could usefully be

made to President Moi.
East African Department

FCO
5 June 1979
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STATE VISIT OF PRESIDENT [OI OF KENYA: TALKS WITH THE

PRIME MINISTER, 13 JUNE 1979

Brief No 12: ANGLO-KENYAN DEFENCE RELATIONS

Points to Make

[ Importance attached to close military relations.

2e Will continue to help Ilenya with supplies and training for her
self-defence, We know of no problems over the supply of equipment
ordered in Britain,

3. Presumably Kenyans will wish for next few years to concentrate

on absorbing equipment already ordered, The UK will do what it can to
help. We have almost doubled funds for training Kenyan personnel in
UK,

2, British army highly values training facilities in Kenya.,

e Defensive (if alteration of terms of supply of defence equipment

is raised).

This is a matter for Kenya and the British commercial suppliers.
Contracts may contain penalty clauses, British government backed
credit arrangements already most generous possible in view of
obligations under international credit agreements.

(See also brief No 9 on British aid to Kenya).

EAST AFRICAN DEPARTMENT
rforeign and Commonwealth Office
29 May 1979
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VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE

MINISTER, 13 JUNE 1979

Brief no 12: ANGLO~-KENYAN DEFENCE RELATIONS

Essentigl Facts

1. In 1974, at Kenyan request, we examined their defence needs

and recommended a strengthening of Kenyan armed forces with new, more
advanced weapons, including Kenya's first tanks, to be purchased
under commercial credits as a co-ordinated package mainly from
British suppliers known to the Kenyans as the "Maendeleo" package.
However, the unsettled political climate in East Africa in 1977/78,
and in particular the striking initial success of the Somali invasion
of Ethiopia convinced the Kenyans that a further rapid expansion of
thelr armed forces was required. They placed orders in Britain

for a squadron of Hawk aircraft (additional to an existing order

Tor American 5L Bupersonic Fighters) and doubled the number of main
battle tanks on order from Vickers, bringing the total cost of orders
placed in Britain under post-197/ packages to £116 m Sterling,

backed by ECGD credit on the most favourable terms possible for arms

business (varying from 15% to 25% down-payment, for a 7 year credit

period at 73%). The Kenyan Government also approached the United

States, France and Israel for further military supplies including

1

helicopter gun ships fromthe US and helicopters and armoured cars
and anti-tank weapons from France. Information has been obtained in

confidence from World Bank sources that the Kenyans estimate that
payments outstanding on 1 Jamuary 1979 totalled £425 million for mili-

purchases on credit arrangements repayable over the

It 1s estimated that the portion of the Kenyan

/budget
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budget allocated to defence expenditure will rise from an average 'l’

of 5% prior to 1977 to 30% or more by 1980/81.,

25 Athough the Kenyan Government was resigned to a large transfer
of resources from economic development to arms they almost certainly
failed to appreciate the real budgetary costs of their military
expansion programme, and the demand on foreign exchange reserves
created by the repayment requirements for supplies purchased abroad,
This was an important factor behind the introduction of import
restrictions in December 1978, The re-equipment programme has also
created severe logistic problems for the Kenyan forces and they failed
to make adequate preparations for the arrival of the new equipment.
The UK has helped with this problem, and following a request from

the Kenyans, a team of British army logistic and construction

experts visited Kenya in March/April 1978, A British army team
helped the Kenyans construct facilities for the Vickers tanks earlier
this year, Provisional arrangements are in hand for REME artificers
to be made available for a training attachment to the Kenyan army

to provide further help.

3e Although the Kenyan Government are now beginning to realise

the serious financial and logistic problems created by their 1978 re-
equipment decisions it is unlikely that they will seek to cancel

any orders already signed. They may, however, consider trying to
alter terms of some of these contracts possibly seeking more favourahe

financial terms and postponing the arrival of some equipment,

/e
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The Kenyans have not yet approached any British suppliers
they could be up against serious difficulties
are likely to contain penalty clauses.
market is unlikely to be profitable for arms sales

in the next few years (we understand that the Kenyan Government

have already agreed a moratorium on further arms purchases) and it
[

18 ir  wider interest to view the next 5 years or so as a
period of consolidation in the military field when purchasing new
equipment should be avoided,

Training Assistance

Kenya is the second largest recipient (after Sudan) of our
military training aid. The financial allocation for 1979/80 has
3t doubled in real terms to £400, 000, Some 300 Kenyan

attend training courses in the UK this year.

in Kenya

UK/Kenyan Memorandum of Understanding of .19G2A we enjoy

facilities in Kenya including army training. The

highly valued by the MOD, A small team of engineers
September, and an infantry exercise at battalion

ce from October to December,

CONFIDENTIAL
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE
PRIME MINISTER, 13 JUNE 1979

Brief no., 13: COMMONWEALTH HEADS OF GOVERNMENT MEETING (CHGM) LUSAKA
1-8 AUGUST 1979

Points to Make

: Looking forward to meeting President and other Commonwealth

colleagues at Lusaka,

2 Doubtless Southern Africa and North/South relations major items

for discussion. But Commonwealth leaders from outside Africa will

want to discuss other world issues.

3. Preservation of informality important. Hope prepared statements
-

can be avoided, interventions kept short, restricted sessions increas

and communique drafted to reflect actual discussion.

4. Her Majesty The Queen will be present but depart 4 August. Heads

of Government will be received in audience.

Commonwealth Coordination Department
FCO
29 May 1979
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PATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE
:

o TA
PRIME MINISTER, 13 JUNE 1979

Brief no. 13: COMMONWEALTH HEADS OF GOVERNMENT MEETING (CHGM) LUSAKA
1-8 AUGUST 1979

=
H

Essential Facts

Te The security situation is being kept under constant review. It

is possible that the venue might have to be switched in which case
Nairobi would seem the best African alternative. We know in confidence
that the Kenyans would be prepared %o take it on at short notice if
asked. However in view of the sensitivity of the subject, which is
strictly a matter for President Kaunda, Mr Ramphal and Commonweal th

Governments as a whole, we would not wish to raise this possibility with

President Moi. Australia have offered Melbourne for 1981.

2 Lusaka also presents considerable administrative problems eg
accommodation. The Zambians are keen to make the meeting a success and

present indications are that they will be able to cope.
e President Moi represented Kenya at the last four CHGM's.

4, Mr Ramphal has written to Heads of Government about the agenda and
seems to intend the usual broad headings for discussion of world economic
and political trends. We favour wide ranging discussion which might
prevent acrimonious debate on specific issues. There will no doubt be

o review of Commonwealth functional activities and discussion of
cooperative action eg in industrial cooperation and assistance for

amaller members.

The Queen and the Duke of Edinburgh have accepted invitations to

visit Tanzania, Malawi, Botswana and Zambia before the CHGM.

/Kenya
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Kenya is not on the schedule in view of President Moi's visit to

Britain.

Commonwealth Coordination Department
FCO

29 May 1979
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE

PRIME MINISTER, 13 JUNE 1979
Brief no 14: THE BAMBURI UNDERSTANDING

Points to Make (Defensive)

> Kenya has our friendship/support. ZKenya's policy to stand
on her own feet militarily is right in the circumstances of today.
We will continue to help Kenya absorb new equipment.
8 In the event of Somali aggression Kenya presumably would
approach OAU/UN among other steps. UK would give all help it

could. Its nature would depend on circumstances. But much has

changed since 1967 (UK defence posture, and conditions in Africa)

and so it is unlikely our response could include commitment of
combat troops. Nor indeed do we suppose that Kenya would wish

for thisg.

n Department
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STATE VISIT OF PRESIDENT MOI OF KENYA: TALKS WITH THE

PRIME MINISTER, 1% JUNE 1979

Brief no 14: THE BAMBURI UNDERSTANDING

Essential Facts

g The Bamburi Understanding is incorporated in a written message
from the then Prime Minister, Mr Wilson, delivered to President
Kenyatta at Bamburi in January 1967. The key passage states:
"The Kenyan Government may be sure that if Kenya were
the victim of outright aggression by Somalia, the British
Government would give the situation the most urgent
consideration. While, therefore, the British Government
cannot in advance give the Kenyan Government any assurances
of automatic assistance the possibility of Britain going to
Kenya's assistance, in the event of an organised and unprovoked
attack by Somalia is not precluded."
2e The Understanding was endorsed by Mr Heath in 1970 and Mr Wilson
in 1974, and most recently confirmed by Mr Callaghan orally to the
Kenyan Attorney-General (who will be accompanying President Moi to
London) in May 1976. Only a small circle of top Kenyans are aware
of it.
3e The assurance was originally given partly to dissuade Kenya
from embarking on substantial military purchases. More recently,
we have avoided giving the Kenyans any encouragement to see it as

a commitment to provide combat forces. We have not, however, wanted

to abrogalte the Understanding to avoid damage to Anglo-Kenyan

relations.

[l




4, The Kenyans believe there is a continuing threat to their
north-east province, largely inhabited by ethnic Somalis, stemming
from the Somali claim to self-determination for Somalis beyond their
borders. We do not, however, think that a Somali incursion is likely
within a foreseeable time scale. Although the Kenyans probably
interpret the Understanding more widely than we, it is not clear
that they would necessarily expect a commitment of British troops,
and they are aware of the changed military and political
circumstances. They remember, for example, that we were unable to
secure overflight clearances for supply by air of urgently needed
ammunition in 1976 (in the aftermath of the Entebbe raid).

Se Although President Moi attaches at least as much importance to
the close relationship with the UK as did Kenyatta, and may feel
that he should secure the same reassurances for Kenya, he is
realistic about the external help Kenya can expect and on balance,
it is unlikely he will seek a renewal of the Understanding. If he
does, we should reassure him of our support, but warn that any
commitment of British troops is unlikely. There is little benefit
in our raising the issue. We would be doing so only to downgrade
the Understanding. President Moi could take this as a reflection

of his personal standing with us.

East African Department
FCO
8 June 1979
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