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Speé"ch delivered to the Legislative Council of Kenya on 16th May, 1961,
by the Hon. K. W.S. Mackenzie, C.M.G. Minister for Finance and
Development, Government of Kenya, on presenting the Budget for
the Fiscal Year 1961/62 (Ist July to 30th June).

Mr. Speaker, Sir, I beg to move that Mr.
Speaker do now leave the Chair.

The House is already in posession of the
Estimates of Expenditure for 1961/62, and of the
Economic Survey for 1961. I now present to the
Council the Estimates of Revenue for the year
ending 30th June., 1962, together with the
Financial Statement.

I would like at this stage to express my
appreciation to the Permanent Secretary to the
Treasury and to all those officers of the Treasury
and of the other departments of Government
responsible for the production of the Estimates
and the accompanying documents. This is no
mere formality. At all times the production of
estimates involves all concerned in long and
anxious weeks and even months of work. In many
cases this begins almost as soon as the Estimates
for the previous year have been approved and it
reaches a crescendo during the two or three
months before Budget Day. There are always
special problems which necessitate the redoing of
much which appeared to be complete. This year.
for example, it was necessary at a very late date
to make a number of adjustments in ministerial
portfolios.- It was also necessary not much
earlier to incorporate changes due to the accept-
ance of the Report of the Flemming Commission
on Civil Service salaries. This atfected almost
every personal emoluments item. As usual a great
burden and responsibility has been laid on the
Government Printer and his staff and as usual
they have delivered the goods with their custo-
mary courtesy, enthusiasm and efficiency.

Much work, both in connexion with the Esti-
mates and the Economic Survey has been under-
taken by the Economic Research Division and
the Kenya unit of the East African Statistical
Department both of which will shortly be incor-
porated in the development. economics and
statistical department of the _Treasury. The
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Economic Survey follows the same pattern as did
that for 1960. It contains a clear anJd readable
account of our economic progress during the past
year and of the prospects for the future. Its
production is of the greatest value both to me
and to Members of this House since it relieves
me of the necessity of delivering a lengthy dis-
course on economic matters, and relieves them of
the even greater tedium of listening to me.

I shall first deal with the out-turn for the
current year. The Financial Secretary shows that
on 30th June. 1960, we had a surplus of
£1,922.000 on Recurrent Account supplemented
by a bajance of £1.220,000 in Tax Reserve Cer-
tificates and offset by a deficit of £3,968.000 on
Development Account. This left us with an over-
all exchequer deficit of approximately £800,000
which was financed in the normal way by short-
term borrowings and the balances held in the
Paymaster-General's account.

The original Estimates for 1960/61 envisaged
expenditure of just over £32 million. The revised
total. which includes provision for the payment
of salaries revision as from April, 1960, 1s £34
million—excluding that part of the back-dated
salaries award which will be paid by Her
Majesty’s Government, and also excluding Her
Majesty’'s Government's assistance towards the
salaries and passages of designated officers for the
period 1st April to 30th June this year. On past
performance, underspending may well reduce
actual expenditure to about £33.8 million. The
total amount of the increase over the original
Estimates is more than fully accounted for by
the cost of salaries revision. and the supplemen-
tary estimate which has already been issued to
Members gives details of the savings which have
been made in the various Votes.

The original revenue estimate was £32% million.
and we now believe that there will be a revenue
shortfall of about £3 million. leaving us with a
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total of a little over £29 million. I should perhaps
mention here that this figure of £29 million relates
to receipts into the Exchequer after the Commis-
sioner of Customs had deducted £420.000 which
he overpaid to us last year. As was explained to
the Council by my hon. friend, the Permanent
Secretary to the Treasury, on 26th October last,
this overpayment was not due to the Commis-
sioner of Customs_having done his sums wrongly,
but to unusually large transfers of goods from
Kenya to the other East African territories in
‘May and June, 1960. The main reason for this
shortfall—about which the Council has been
warned on several occasions since October last
year—is a fall in the level of imports, with a
consequent fall in revenue from import duty.
There will also be a shortfall of about £500,000
in collections of income tax. After financing the
salaries increase, we are faced with a current
deficit of some £4% million. Nearly £2 million of
“this will be financed from the surplus brought for-
ward from last year, and the balance by grant-
in-aid from Her Majesty’s Government.

On Development Account we had a deficit of
just under £4 million at 30th June, 1960. Our
revised estimates indicate that issues from the
Exchequer in 1960/61 will be about £9.8 million
against receipts of about £8.8 million, bringing
the total deficit at 30th June, 1961, to about
£5 million. Generally, the development pattern
has followed that envisaged in the Estimates—
_certain savings due to underspending being offset
by the need to find some £209.000 for the settle-
ment schemes, and the probable need to find
.money to assist the building society movement.

- 'The building societies are financial institutions
. which play a most important part in our economy,
.and they—like other financial institutions—have
~been going through a difficult time. It was, how-
ever, possible to arrange last year that assistance
" should be given in the form of loans from the
Colonial Development Corporation. It was also
agreed at that time that the Kenya Government
would, if necessary, ‘participate to the extent of
some £500,000. The Government has not yeat been
called upon to provide the whole of this amount,
and the situation has improved since this loan
was negotiated. It is hoped that two of our main
building societies will not require-any further
assistance after 30th June, and there is reason
to hope that the third society will also have
stabilized its position by then. It is-not possible
to give an accurate figure of actual issues from
the Development Exchequer this year until the
amount of assistance which the Kenya Govern-
ment will provide has been finally fixed. The
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amount of any assistance from the K¢
Government will be included in the next deve
ment supplementary estimate, and a full comt
cial rate of interest will be charged on any amx
lent by the Government.

The 1960/61 Development Estimates fore
that the deficit in the Development Excheque
30th June, 1961, would be about £4.7 mill
As I have explained, the deficit is likely to
slightly higher, and will be covered from-
balance of a little over £1 million held in *
Reserve Certificates; from the cash held in
Paymaster-General's account; and by short-t.

borrowing from the Joint Colonial Fund
other sources.

The overall financial position reflects the p:
doxes of the economy. As the Economic Sur
shows 1960 was far from being a year of eco
mic recession for Kenya. Output was buoy:
The estimated money value of the gross dome
product in 1960 was higher than ever before.
the recorded monetary economy the increase °
from £162 million in 1959 to £174 million
1960—a rise of 7 per cent. Against this, howe
the largely subsistence activities outside
recorded monetary economy are estimated to h
suffered a severe loss of output as a result of
prolonged drought, so that combining monet
and non-monetary production, the rise in out
was only some 4 per cent and as some of. t
was due to higher prices and the populat
increased the real output per head in 1960 \
probably about the same as in 1959.

The increase in total output was accompan

.by a rise of 4 per cent in employment as cc

pared with 1959, and the numbers of pers
recorded in employment in mid-1960 was, at

record level of 622,000. There was also a gene
increase in average earnings. For _Africans
employment this amounted to some 7 to 8 |
cent and since consumer prices did not rise
any marked extent to offset this their real purch
ing power rose almost as much.

In agriculture the increase in gross cash fa
revenue from £42.3 million to £47.5 million v
as much as 12 per cent, higher than that for 1
rest of the economy. Nearly £4 million of 1
increase came from the scheduled areas whe
despite everything, investment was maintain
The balance of £1.3 million came from Afric
farms. The rate of increase on the African far
was slightly above the average but non-Afric
farms and estates still accounted for 80 per c
of total cash revenue. Nature imposes a limit
the rate at which changes in the pattern of
duction can be brought about. Government inv
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ment in peasant agriculture and the efforts of
African farmers themselves are bearing fruit in
steadily increasing cash production and incomes.
But the output of non-African farms and estates
operating with ‘modern techniques is still an indis-
pensable part of the economy which, without
their contribution, would sink to a level at which
we could no longer support our present services.
Four main export crops, together provided two-
thirds of our exports last year. Export proceeds
of coffee in the calendar year were only 3 per
cent lower than in 1959. Although export prices
in the calendar year were nearly 10 per cent
lower on average the increase in the tonnage
shipped was nearly sufficient to make up for this

reflected in 1961 exports and the increase in quan-
tity should be sufficient to maintain our export

The other staple exports, tea, sisal and pyrethrum
were all produced in record quantities and com-

. manded good prices. The f.o.b. average price
"of tea was up 8 per cent, sisal 18 per cent and

of pyrethrum extract 3 per cent. .
All in all, our exports in 1960 achieved a record

" figure of £35.2 million. Imports were also at a

high level for the year due to a very high rate
of arrivals in the first six months, when merchants
were replenishing their stocks, encouraged by the
generally optimistic conditions prevailing in the
latter part of 1959. By mid-year. however, the

drop. The current season’s record crop will be -

| earnings in spite of lower prices resulting in part
from the adverse effect of the weather on quality.

In spite of falling revenues the level of
Government expenditure both on recurrent and -
capital account has been maintained and.
increased. thanks to the assistance of various kinds
afforded by the United Kingdom Government. In
this way Government continued to play a vital
part in bolstering. the economy when other sec-
tions of the community were holding back.

The one major industry which did not share
at all in the expansion was the building and
associated trades. Had it not been for the high
level of public works contracts, the industry
would have experienced a contraction for the
second year running, since work done for private
clients fell sharply. The fortunes of the building
industry are. very largely bound up with the
decisions of businessmen and individuals to
undertake capital expenditure on new factories,
offices, shops and houses. The prevailing lack of .
confidence has caused the cancellation or post- -
ponement of capital programmes for business
expansion and considering its effect on future
output this was the most disturbing development
of the past year. "

Nonetheless the preliminary figures indicate that
gross capital formation in Kenya in 1960, i.e.
including capital expenditure to cover replace-
ment as well as expansion, totalled approximately
£41 million. This was a little higher than in
1958 and 1959 though substantially less than.in
1956 and 1S57. The public sector contribution
to the total was very little changed; and there

was actually an increase in total capital expendi-
ture by the private sector from £26.7 million to-
£27.2 million. A slight increase is not, of course,
enough. A return to a rapidly rising trend of

mood had changed and importers began to cut
" their purchases with the result that net commercial
timports in the second half-year amounted to

' £30 million, compared with over £35 million in

the first half-year. I have already noted the

' revenue implications.

Elsewhere in the private sector output did not
show as big an increase as in agriculture, but
some increase was general. The transport and
distributive trades benefited directly from the
greater quantity of agricultural produce handled
for export and the home market. the high volume
of imports and the steady increase in the popu-
larity of air transport. As I have already pointed
out, however, imports fell off markedly in the
course of the year. Both consumers and business
concerns continued to hold back on non-essential
purchases with the result that traders were not
enjoying as much prosperity at the end as at
the beginning of the year, and there was an
ominous increase in the number of bankruptcies.
Most branches of manufacturing industry main-
tained or increased their output and a limited
number of new industries was started.

private capital expenditure is essential if the
potential of the economy is to be realized, if the
unemployed and under-employed are to be
absorbed into productive activities and if the man
in the street and on the farm is to have the
opportunity for a fuller life. The Government is
determined to establish conditions in which these
opportunities can be realized. All the indications
are that the industrial countries of the western
world are set fair to enter a new phase of expan-
sion which must mean an increasing demand for
foodstuffs and other-raw materials which Kenya
is able to produce. The recent drought may limit
Kenya's ability to meet entirely the potential
demand for her products. but even allowing for
this there is no reason why production and
incomes should not continue to expand in the
current year and new records be established. The
immediate and long-term economic outlook for
Kenya can be bright and there is nothing basically
wrong with our economy. The recession, through
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which we are at present passing, is induced by
~ political factors not only operating within Kenya
but prevalent in much of Africa. We can do little
to correct the. position beyond our borders. For
this reason alone we should not expect recovery
to come overnight. But although confidence is
- lost much more easily than it is regained, there
- is much that the people of Kenya can do to
restore it if they will. This Government certainly
proposes to rectify the situation by working for
stability and thus creating those conditions which
will encourage enterprise and investment, on
which the country’s prosperity has, in the past.
been based and on which progress in the future
must depend.

Before going on to deal with our expenditure
proposals for 1961/62 1 must mention one matter
to which I referred last year and which .l have
mentioned on a number. of subsequent occasions.
This is the rumour which was first circulated
early last year ‘and which, despite repeated denials
and the evidence of the record. has been
assiduously spread ever since, that the Govern-
ment was proposing to impose exchange control
or to devalue the shilling or both. Its latest form
was that exchange control would be imposed as a
budget measure. Let me say now quite clearly
that it will not. We have no intention of imposing
exchange control or of devaluing the shilling now
or in the future. 1 do not know who starts these
rumours which are malicious in the extreme. I
can only guess that it is someone who stands to
gain by creating a panic and getting people to
sell assets at much less than their true value.
I only hope that if in spite of what I have just

. said, they start up again people will consult me
before taking hasty action and inflicting immediate
loss on themselves, their neighbours and the
country generally.

" Before leaving this subject I would like to make
~ the Governments’ position clear in respect of
one further point. I understand that there have
been rumours of discrimination in the terms
offered to capital coming from overseas as com-
pared with that invested by-local people. I can

say quite categorically that the Government has
no such intention.

* Our currency remains as strong as ever and
the Currency Board holds assets, the greater part
of them in sterling, to a value exceeding 100 per
cent of the currency in circulation. The cor-
rective action which the banks took last year has
had the desired effect and their liquidity position
has improved,

I now turn to the development progran
First, a little about planning techniques
administrative arrangements for planning.

The Government already has a well-establi:
planning technique for the public sector co
ing three-year periods, and our experience
gests that any longer period than this is unreal
where concrete proposals for the expenditure
public finance are concerned. Under
Ministerial system a committee of the Cou
of ‘Ministers rather than an independent planr
commission is the appropriate body to be resg
sible for development. As a matter of -inte
the House may wish to know that the Tar
nyika Government has now established
development committee under the chairmans
of the Minister for Finance on lines similar
Kenya and the Tanganyika International B:

Mission has especially welcomed and appro
this step. :

I am not complacent about our plann
organization and techniques. The Governm
has asked that the International Bank should
invited to send a mission to carry out a comp
hensive economic survey of Kenya later this y-
and the mission will be specifically asked *‘to m:
recommendations to assist the Government
development planning”. In anticipation of ti
however. [ propose this year to take several st
to strengthen the planning and developm:
organization within the Treasury. 1 have alrea
mentioned the new development, economic a
statistical department of the Treasury. [
arranging for this to be the particular respc
sibility of my hon. friend, the Parliamenta
Secretary, who will, I hope, pay special attenti
to certain aspects of external financial and tec
nical assistance. At the official level this side w
‘be under the general control of the Deputy P¢
manent Secretary. In addition to administrati
staff it will, following the reorganization of t
East African Statistical Services, include t
Kenya unit, on which we depend for- o
economic data, which will move into the Treasu
and together with the existing economic staff
the ‘ireasuiy -and the market research staff
present in the Ministry of Agriculture, will co
stitute the new Eonomics and Statistics Divisic

Among the possibilities which I hope to explo
in the public sector is that of adopting a “rollin
technique under which our planning will alwa
be looking two or three years ahead. There a2
some definite advantages in always having a thre
vear hotizon, particularly when internatior
sources of finance have 1o be approached.

I hope also that we may find ways of co-ord:
ating more closely planning targets for
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economy as a whole. In a free economy it would
be presumptuous for the Government to altempt
to plan the private sector. But there may be
advantages in setting targets for the economy as
a whole and [ intend to discuss the advisability
of this kind of approach with the International
Bank Mission.

The printed Development Estimates for
1961/62 provide for expenditure of £11.712,296
which is already the biggest total ever presented
in the history of the Colony. The problem of
financing a programme of this size is a formid-
able one. A ‘month ago, when I left London, I
felt that to provide so much was almost an act
of faith. Since then, however, a delegation of my
colleagues, led by my hon. friend, the Leader of
Government Business, has had further discussions
with Her Majesty’s Government. Their efforts
have been most successful. Thanks to them, and
to the generpsity of Her Majesty’'s Government
I can. now firmly state that not only will this
expenditure be financed but that it will be sur-
passed. Further, we shall receive an additional
subvention towards our recurrent expenditure, to
which I shall refer again at the appropriate stage.
I should now like to express my own thanks to
my colleagues and to congratulate them on what
they have achieved. | am sure that this is some-
thing for which they also deserve the grateful
thanks of all the people of Kenya.

Certain details of the additional projects which
we shall be able to undertake with the new
funds secured by that mission still remain to be
worked out. They will, however, include labour
intensive development projects which, together
with the more vigorous prosecution of our land
settlement and general agricultural programme
will both intensify our economic progress and
foster - employment.

The figure of over £114 ‘million for expendi-
ture next year includes two important new pro-
jects which were not included in the published
development programme—Ilocalization and train-
ing, and agricultural settlement schemes.

It is proposed to tackle the problem of localiza-
tion of the Civil Service on three fronts, In the
first place, the common service administration,
executive, and clerical cadres are to be catered
for by an institute of administration which will be
established at Kabete. and courses at local institu-
lions. Secondly, departmental grades are to be
catered for by “on-the-job training” and 23
departmental schemes have so far been approved
and a number of others are under examination.
Finally, the localization of the professional and
technical grades will be assisted through scholar-

ships at local and overseas institutions. In the first’
year gross expenditure on each of these three
fronts, including capital expenditure and the cost
of supernumerary posts for trainees and fo
reliefs will be as follows:— :

£
(1) Common service cadres 292,722
(2) Departmental localization
schemes ” e "y 196,203
(3) Professional and technical
training - 95,000 .
£584,425

The provision made for agricultural settlement .
schemes is £2.808,220. This will, I hope, enable
75,000 acres to be settled during the year—quite
a formidable proposition both agriculturally and
administratively. It is intended that the expendi-
ture on agricultural settlement schemes will be
financed by a conmbination of United Kingdom
Exchequer loans, a Commonwealth Development
and Welfare grant, and loans from the World
Bank and the Commonwealth Development
Corporation, and the Council will be asked in:
this session to approve legislation for loans total-
ling £44 million from the World Bank and the .
Commonwealth Development Corporation. We
have been extremely fortunate in that both these
institutions have shown deep understanding of
our problems and I should like to pay tribute at
this point to the co-operation and help which
they both gave in our recent negotiations, 1
should also like to pay a perspnal tribute to the
National Member, Col. B. R. McKenzie, for the
important part which he played both in the
formulation of the schemes and in helping to
secure the finance. g

In addition to the projects in the Estimates, it
is expected that during the year £14 million will be
spent on the contractor-finance road programme,
and arrangements are also being made for a
contractor-financed scheme of some £300.000 for
the extension of the Nairobi Airport runway.

Finally, a word of warning on development.
The net increase in the public debt arising from
this year's loan programme including contractor-
finance will be of the order of £660.000 per annum -
in interest and redemption payments. ‘With
charges of this order to carry it is essential that
development loans should be devoted mainly to
the most immediately productive uses, and the
greater part of the expenditure in the Estimates is
to be devoted to economic services, Given stable
political conditions 1 am confident that the
growth of the economy will enable this debt to be
carried. The success of the Government's past
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development plans is strikingly illustrated by the
7 per .cent increase in the monetary contribution

.. towards the gross national product and in par-

ticular by the annual increase of over £1 million
in cash sales from African farms.

An- additional problem which is now facing us
" for .the first time is that of repaying or converting
our first large local loan of £2,925,000 issued at
4 per cent in 1954. The terms of the conversion
offer” have already been announced, and are
attractive, and I have every confidence that the
conversion of this loan -will be successful. It is,
however, an indication of the increasing costs of
development that we are now having to offer
“terms. nearly twice. as favourable as those on
- which we could raise money seven years ago.

. In this connexion the current level of interest

- rates has caused me to consider whether or not I

should raise the rate of interest on future issues
of: Tax Reserve Certificates. I have decided that
Tax  Reserve Certificates purchased after today
should earn interest at the rate of 4 per cent
tax free with effect from ‘Ist June, and trust that
this will encourage both individuals and com-
panies to use this form of saving towards thelr
‘future tax liabilities.

- 1 should, I think, make it clear that certificates
issued before today will continue to earn interest
at 3 per cent. It- would be quite wrong for the
Government to amend the rate of interest on a
certificate already issued. just as it would be quite
wrong-to amend the rate of interest on a stock
issue during its life.

” Recurrent expenditure in 1961/62 ‘is estimated
at’ £33,711,938 as compared with a revised
estimate of £34 million in 1960/61 showing an
apparent net decrease of nearly £300.000. This

.year total recurrent expenditure is divided into

two parts. Yoted expenditure—that is the provi-
sion- which this House will be asked to vote in
the Appropriation Bill—amounts to a little under
£294 million. Consolidated Fund services. which at
present include only the public debt, amount to a
little over £44 million. As Members will remem-
‘ber, the Nations Loans Ordinance. 1960, made all
public debt services a direct charge on the Con-
solidated Fund, thus recognizing that the public
debt is a first charge on the country's revenues,
which are appropriated for this purpose in the

original Ordinances authorizing the raising of any
debt.

“'The total estimate of Consolidated Fund ser-
vices exceeds the 1960/61 net provision for
public debt by over £1,400.000. Although the cost
of raising money has increased very considerably
during the past year, not only in Kenya but

throughout Africa, I am happy to state that ti
whole of this increase does not constitute a ne
charge on the taxpayer. Some £740,000 will 1
offset by increased revenue from interest ar
redemption part of which was formerly appr
priated-in-aid of the public debt Vote. TI
position is fully explained in the appendix to ti
Estimates dealing with the public debt whic
shows that the total additional expenditu:
required to service debt already raised and to t
raised before 30th June, 1962, is estimated :
£661,000. <

On a comparable basis—that is, after excludin
public debt from the 1960/61 provision—the tot:
sum to be voted in 1961/62 is a little under £29
million which is £14 million less than this year
revised estimate. The reduction is more apparer
than real. There would be an increase but for th
fact that in the coming year Her Majesty’
Government will be meeting the whole cost of th
overseas addition and passages paid to expatriat
officers of the Government. This is about £2
million. In- 1960/61 they will merely meet th
difference between inducement pay and oversea
addition which is only about £1 million for th.
period 1st April, 1960, to 31st March, 1961, plu
the whole of the overseas addition for the las
three months of the financial year.

The increase would be substantial but for sav
ings attributable to the vigorous action taken b)
the Government to meet the situation brough
about as a result of our falling revenues. Tht
House will remember that [ foreshadowed the
need for such action in December. Although we
were informed early this year that Her Majesty's
Government would assist generously in seeing
Kenya through a difficult financial period, the
Government considered that it was encumbent
on us to do all we could to meet the situation by
making the maximum economies consistent with
maintaining and. where necessary, expanding the
essential services of the Community. For example,
the net provision for education included in the
Estimates is £6.,800.000. This is nearly £650,000
more than the current year's estimate and over
£1+ million more than actual expenditure in
1959/60. The increase in the gross provision for
this service is even more spectacular. Thanks,
however, to the success of the recent delegation
even this is not all. In recognition of the import.
ance of this service to the future development of
our country Her Majesty’s Government have
made available an extra £250.000 which will make
it possible for us to push our educational develop
ment ahead even more rapidly than we had hoped

Hon. Members will have noted that the tota
provision under Head 14 for contributions to th
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cost of the High Commission services is only
some £4,000 greater than the estimate for 1960/61.
The real increase in more considerable since
£46,000, being the cost of the Kenya unit of the
Statistical Organization has been transferred to
Vote 11. Treasury. That. incidentally. explains
most of the unusually large increase in that Vote.
It has, however, been necessary in framing the
Estimates to take account of the recommenda-
dations of the Raisman Commission. If these are
implemented—and this is essential if we are to
maintain the East African Common Market—the
cost to Kenya will be some £600,000—£700.000
which would otherwise have been available to
help in closing the gap between expenditure and
revenue at the existing rates. Finally, there were
the £661,000 additional debt charges which,
though they have not to be voted with the Esti-
mates, have still to be met. ‘

When I come to the revenue position, I shall
show that after taking these commitments, or
probable commitments, into account, we would
at existing rates of taxation probably be faced by
a deficit in 1961/62 of over 4 million. As the
House is aware. some -of this will be met by a
grant-in-aid from Her Majesty’s Government,
the balance could only be met in two ways, either
by further economies or through taxation.

I need hardly say that our taxable capacity is
not unlimited. As regards assistance from the
United Kingdom, the Government believes that
while it is proper to accept a grant towards re-
current expenditure to meet an exceptional
occasion such as the present revenue shortfall we
should always do our best to meet our normal
household expenses from our own income. Not
only does the receipt of a grant-in-aid impose
certain important obligations on the recipient—
the main one in our case being that these Esti-
mates and any important supplementary estimates
must, in accordance with the normal.arrange-
ments for the provision of grant-in-aid be finally
agreed with Her Majesty’s Government. More
important, however, is the fact that sooner or later
it will be necessary for us to stand on our own
feet. In addition to .the grant-in-aid the British
Government is meeting some £14 million expen-
diture which would otherwise have to be spent
on our armed forces. They are paying about
£21 million towards the overseas allowances,
education allowances and passages of expatriate
officers without whom the services on which so
many of our hopes now and in the future must
depend, would collapse. They are providing us
with loans for development and settlement on

terms much more attractive than anything we
could hope to obtain on our own. Other loans
are the subject of Her Majesty’s Government’s
guarantee. Finally we are receiving substantial
Colonial Development and Welfare. grants. The
total in the United Kingdom financial ~ year
1961/62, will be at least £184 million -from -the
Exchequer plus not less than £2 million in guaran-
tees. We hope that as a result of the policies
being pursued by the present Government and
through the good sense of all our people there
will be a rapid economic recovery which -will
once more enable us to pay our way. It would,
however, be disastrous and inconsistent with our
aspirations towards independence to allow the gap
between recurrent revenue and recurrent expen-
diture to become so great that a newly indepen-
dent Kenya would have the choice of remaining
indefinitely as a pensioner of the United.Kingdom.
of soliciting the aid of other probably less disin-
terested powers, or of destroying most of the
services which have been so laboriously built up
in the past. I believe, therefore, that the Govern-
ment was right to insist that as a first measure
of _self-help we should undertake a vigorous
economy campaign. If I may add a personal belief
it is that however rapidly Kenya may recover she
must, as a condition of further progress, always
continue to conduct her affairs in a spirit of
vigorous and constructive economy. That too-the
Government intends to do. Seoeis

The details of individual Votes are covered in
the memorandum notes on the Estimates. I do not
need to weary the House with a dissertation- on
them at this stage. There will be plenty of oppor-
tunity to discuss them in Committee of Supply.

I propose, therefore, to go straight on ‘to deal
with revenue. '

The revenue shortfall in 1960/61 was due .to
lack of confidence not only in Kenya but ‘in
Africa generally. I have given some reasons why
we may look forward to a modest recovery.in
receipts from import duty during the coming year.
It is, however, far easier to disturb confidence
than to restore it. In the disturbed conditions of
Africa investors will, naturally, tend to wait and
see before deciding to invest further money. We
shall. therefore. in my opinion, be deluding our-
selves if we expect our recovery to be as dramatic
as has been the recession. We—and by we I mean
all the people of Kenya and not least those who
represent those people in this House—are likely
for some time to be on a form of probation so
far as new investment is concerned. If we faik-to
rehabilitate ourselves rapidly the sufferers will-be
the ordinary people of this country. 1 believe that
the people of Kenya will play their part. Since,
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however. we are dcpendent on the judgment of
others who will judge us not only by what hap-
pens here but by what happens in the whole of
Africa we must not be disappointed if. initially,
progress is slow. : .

In a small. dependent economy like ours it is
" always difficult to estimate revenue. The task is
even more difficult this year in the face of such
paradoxes as the combination of an increased
national income with a fall in the main sources of
. public revenue. Having considered all the avail-
able evidence, however. our best assessment is that
at present levels of taxation revenus in 1961/62
is likely to be of the order of £30.500,000. As this
figure includes £580,000 which was appropriated
in aid of the public debt Vote in -1960/61 it is
not directly comparable either with the original or
the revised estimate for 1960/61.

I have reminded the House that the service of
the public debt is always a first charge against
the revenue. In 1961/62 this is a little over £4%
million.” Having provided for it we have about
£261 million left to meet voted expenditure of
£291 million, leaving a deficit of some £3}
million. :

Unfortunately that is not all. If, as T believe
we must, we accept the recommendations of the
Raisman Report, we shall have to find a further
£600,000 or £700.000. To be realistic we must,

therefore, anticipate a shortfall of some £4

million in 1961/62.

. Before discussing ways and means of meeting
this deficit I should perhaps discuss the merits of
accepting the onerous recommendation in the
Raisman Report relating to our-revenue. The
Commissioners, .after studying the evidence,
rejected suggestions that as a result of the main-
tenance of the East African Common Market

- Tanganyika and Uganda have actually suffered

losses of revenue. They said that while it is clear
that the-other Territories would have been better
off if some of the development which has actually
occurred in Kenya had occurred in them
instead, it is improbable that the absence
of the <common market would have
brought this about. They point out that any shift
of - activity into Kenya from the other territories
.has been trivial in relation to the growth of
activity which they have in fact enjoyed. And
they conclude that the result normally to be
expected by the other territories from tt_le growth
of protected industry in Kenya (in spite of the
penetration of the products into their home
markets) is a gain rather than a loss of real
income. The Commissioners reject the suggestion
that Uganda or Tanganyika could, by setting up

barriers within the common market, have gaine
more than they would have lost by the certai
impoverishment in East Africa as a whole. The
reject as unrealistic any simple calculation of tt
loss of revenue to the other territories to con
pensate for the gains enjoyed by that in whic
industry has developed under the protection ¢
the common market. The furthest they will go
to say that the benefits derived by the territoris
has been .unequal rather than any one of the
has suffered an actual loss.

In these circumstances it could 'be argued th.
there is no case for the setting up of the propose
distributable pool within the common market ar¢
nor for changing, to the immediate detriment «
Kenya, the‘ present system of financing Hig
Commission services, 1 myself believe that son
change in the method of financing the High Con

“mission is essential in any case since the prese:
"system is one of horse trading spiced by uninte

ligible formulae. 1 do not think that there is
ideal solution; but 1 believe that the recor
mendations represent a lowest common denoir
nator on which agreement between the three te
ritories can be obtained. These are also the sa
of adjustments which are essential to any clo
union of these territories, 1 believe, and I mu
stress that since the House has not yet had :
opportunity to discuss the Raisman Report tt
must be regarded as an expression of person
belief, that the existing common market must °
maintained, as a minimum. In the circumstanc
1 believe that we should be prepared to accept t.
Raisman recommendations as a package. M
budgetary calculations are based on the assum
tion that the House will agree with me in t}
view,

To return to my deficit the country knows th
Her Majesty’s Government is -prepared to assi
It is, however, an essential mark of self-respe
that before asking for assistance one does wh
ever one can in the way of self-help. 1 ha
already mentioned our economies. I now turn
the other side of the medal—to the tax measut
which we consider necessary to cover some p:
of the increased cost of education, public de
and basic Civil Service pay.

‘Many of the following proposals will be incc
porated in the Finance Bill. The most importz
revenue measures will 'be covered by a provisior
collection order which will come into effect
midnight tonight. This will also cover a numt
of protective measures with which I will di
briefly at this stage. Before doing so, however
must ask that, in accordance with our norn
practice, this Speech be taken as notice
Motions to Committee of Ways and Means 1§
dealing with the measures 1 am now proposii
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