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REPUBLIC OF KENYA

Speech delivered to the National Assembly on 17th June 1970 by the
Hon. Mwai Kibaki, Minister for Finance, Republic of Kenya, on
presenting the Budget for the Fiscal Year 1970/71 (Ist July to

30th June).

Mr. Speaker, Sir,

It is customary on occasions such as this one
. for the Minister for Finance to propose a Motion
and accordingly I beg to move that Mr. Speaker
do now leave the Chair.

Copies of estimates of expenditure for 1970/71,
Recurrent and Development and the 1970 Eco-
nomic Survey have been supplied to hon.
Members and the Financial Statement for the
forthcoming financial year will be available to
this House after my speech this afternoon. These
documents, Mr. Speaker, should, and indeed do,
provide a very useful background to the substance
of the proposals I have been privileged to make
in my first year of appointment to this
cballenging post.

As I will shortly show, Mr. Speaker, I have
every reason to pay my personal tribute to my
predecessor the Minister for Defence, the Hon-
ourable James Gichuru for the sound condition in

. which I found the Treasury and other financial

" institutions when I took over from him late last
calendar year. The overall financial position of
the Government for the period up to 30th June
1969, which he forecast in the last Budget Speech
did in fact improve by about K£3.2 million to
about K£4.7 million for the reasons he then gave
and which I do not need to repeat now. I intend
that my speech should be as short as I can pos-
sibly make it. . N ‘

His expectation that Development Expenditure
in 1968/6% would reach K£26 million was
achieved which means that project implementation
was at a much higher level than ever before.
There now does exist definite indications that the
executive capacity of Ministries and Departments
has significantly improved and all those concerned

should be congratulated for this welcome develop-
ment.
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I am very hopeful that the Government will
hayg an overall credit balance of about K£4.9
million as at 30th June 1970, thus maintaining,

mg%re or less, the. same position as at 30th June
1969.

I expect that Development expenditure as at
30th June 1970, will reach a record gross figure
of K£30 million after excluding about K=£3
million recently voted towards the purchase of
shares in the East African Power and Lighting
Company. If my forecast proves right, and I am
hopeful that it will, the rate of expenditure on
projects will be yet another yardstick of the extent
to which the Government has managed to mini-
mize the constraints on Development which we

.experienced prior to 1968/69. The expenditure

‘will also show that we shall have exceeded the
Development Plan target of K£29 million for the
year.

Mr. Speaker, Sir, development expenditure this
year has, as I have already stated, been the highest
ever and the financing of this has not been
achieved without problems here and there. At
the time of compiling the estimates, it was as-
sumed that receipts from external sources would
be of the order of K£f14 million and that we
would be able to raise about K£15 million from
local sources including transfers from the ordinary
recurrent revenue. For a variety of reasons, how-
ever, these proportions have not in practice been
maintained. The first reason is that implementa-
tion of projects financed from external loans has
not proceeded at the level forecast at the begin-
ning of the financial year. The second reason
arises from a procedure on which many donor
countries have insisted we should follow and this
is that we have to spend our own funds first and
submit to them, on a more or less quarterly basis,
certified accounts to justify reimbursements. It is
not my intention to complain about the procedure
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but the point I want to make is that claims relat-
in to the last quarter of this financial year will
not have been processed, submitted and reim-
bursed at the end of this month.

The recurrent expenditure has considerably
increased during the year, mainly because of the
Government’s decision to take over primary edu-
cation, roads and health services from county
councils but partly to finance certain services
which could not have been foreseen at the
time the printed Estimates were prepared.
The estimated amount the county councils
would have spent on education, roads and health
services during the period 1st January to 30th
June 1970, is a part of the revised estimates.
Later in my speech I will return to this subject
but for the present, suffice it to say, I expect that
the additional expenditure will be more than off-
set.by increases in recurrent revenue mainly from
the income tax, customs and excise, and to a lesser
extent, by ‘an estimated sum of K£750,000 from
the graduated personal tax which would otherwise
have accrued to the county councils. As the
Financial Statement will show, I expect to end
the year with a surplus of about K£6.3 million in
the Recurrent Account notwithstanding the con-
siderable transfer I have sanctioned into the
Development Account. I have been able to transfer
K£6 million from the Recurrent into Development
Account partly because of the Buoyancy of the
recurrent revenue and partly because of the con-
trol my Ministry has exercised over the recurrent
expenditure. * It is important, and indeed vital,
that the control should be regarded as a perma-
nent feature of our financial administration.
Chapter 5 of the 1970-74 Development Plan is
quite explicit on this point and, I quote: “Since
Kenya has such a low average income level and a
corresponding shortage of private capital which
can be devoted to investment, the Government
must exercise strict economies in expanding public
recurrent expenditure in order that it may channel
a fair share of the available financial resources
into - investment”. It must be accepted that
friendly countries and institutions who want to
help us will do so more if we actively and in
practice demonstrate that we are also doing every-
thing humanly possible to help ourselves. In
recognition of this, it is my desire, and I hope
that of this House, that we must maintain the
policy of using our scarce resources to the maxi-
mum and on the essential and necessary, as
opposed to merely desirable, services the demand
for which we are unlikely to satisfy in the imme-
- diate future. We must also aim at planning ~ad

carrying out projects which will provide a

way of life to many of our citizens and

prestigious projects which elsewhere have 1
some of the developing countries into many

cial difficulties. We should continue to we
private investors whose money we obviously
if the rate of economic growth we have se
selves to achieve is to be attained. In this re
it should not be necessary, other than in pz
for me to refer to the safeguards given to ov
investors in the country’s Constitution, the F¢
Investments Protection Act, and our ta:
policies. There must, however, be delil
policies by private investors to involve the
people and particularly workers, more me:
fully into the ownership and manageme
enterprises.

Earlier in my speech, I did say that I »
return to the subject of transfer of pr
education, roads and health, including (
from the county councils to the Central G¢
ment. I consider it necessary that I shou
behalf of the Government take this oppor
to dispel any misunderstandings which appe¢
exist amongst some people as to the intentic
the Government in the take-over of the ser
To those who are in possession of the fac
this matter but appear to be bent towards
distortion in order to confuse the public,
only say for the present that they should n«
their nose because they will spite their fac
that they need to note the following, though
background to the Government’s action.

During the first year of our independenc
Constitution then in force, it will be recallec
Speaker, Sir, provided for regional govern
and also a new set-up of the local autho
It also defined the sources from which the C
Government, the regions and local auth«
would obtain their revenues respectively.
such source for the local authorities was a
of K£1.5 million from the regions. On
December 1964, Parliament amended the Ma
Constitution and as a result abolished reg
governments which then meant that the C
Government would pay the K£1.5 million a
grant which the regions previously gave t
local authorities. The Central Government
took over the financing of what were then reg
schools. In 1964/65 Financial Year, therefor
Central Government gave to local authc
grants of K£2.4 million and in the following
1965/ 66, the grants rose to K£3.2 million be
the - local authorities accepted salary inc
knowing quite well that they had no funds
which to pay. The grants provision fo
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