OFFICE OF THE SECRETARY OF DEFENSE
WASHINGTON, D. C. 20301

12 JUL 1976

MVEMORANDUM OF CONVERSATI ON

SUBJECT:  Meeting between Hon. Mrai Kibaki, Kenyan M nister of
Fi nance and Pl anning, and Hon. Donald Runsfeld, US
Secretary of Defense, at the Kenyan Mnistry of
Fi nance and Pl anning, 1145 Hours, 16 June 1976

4%
Those present were:
Kenya ‘US
M ni ster Ki baki Secretary Runsfeld
M. Kiereini, Pernmanent Secy, Amb. Marshall, US Anb., Kenya
M nistry of Defense M. McAuliffe, ASD/ | SA -
Two other officials of the M. Geener, ASD PA >
Mnistry of Finance & Col onel Brooks, MI. Asst. to SecDe
Pl anni ng
| ntroductory Remarks
Secretary Runsfeld: He is no stranger to econom c planning
i n governnent, having had first hand experience in several positions.
Mn. Kibaki: Control of the econony is difficult. The
government nust be seen to be "struggling" with it,. They tried
price and wage controls once, but they did not work.
Sec. Rumsfeld-and "M n. Kibaki: Both agreed that the free
mar ket systemis the best sol ution, ;
-- Sec. Runsfeld: He is visiting at the suggestion of President <;i}
Ford. He wants to find out where the U S. can be helpful and cooper - D
ative. Peace is our objective -- it can be nmaintained only through \Ngg
def ensive capabilities which serve as a deterrent. He is interested
in Kenya's problems with repaynents. ;i
\,»-';3
Kenyan Econony
Mn. Kibaki: There have been significant changes wthin OOy

the past 10 years. Relations with their neighborshawe had an
|9
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effect. However, the standard of living inproved. During the |ast
three to four years, the econony worsened; brought on deficit spending.
This also necessitated nore financing arrangenents for security

assi stance. They have now begun to think long termon defense expendi -
tures, i.e., five years and longer. "A much |arger portion of the
budget will go to defense" in the future. They have "no choice at all."
Nei ghboring countries' governnments don't have to respond to their
publics. Kenya's 'government does. Thus, their neighbors have a

freer hand at allocating their resources.

Sec. Runsfeld: The Soviets use 10-12 percent of the GNP for
defense; the US uses 5.5%

Sec. Runsfeld: Mentioned the authorization of credits and
the | o-year payback agreenent as nmethods of alleviating Kenya's
repayment probl ens.

- Anb. Marshall: He has discussed these points with Mn. Kibaki

previously.

El mrer T. Brooks
Col onel , USAF
Mlitary Assistant

DI STRI BUTI O\ .'

CC. SecDef
DepSecDef C enents
DepSecDef El | sworth
Chai rman, JCS
ASD/ISA
ASD/I
ASD/PA
SecState
Anb. Marshall, Kenya
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