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[The Speakerl l "anyone remains dissatlslied,. it wilt be ooen
him to move a Motiori on tho subject. I . ' .

i__'
COMMITTEE OF WAYS AND MEANS

Order for Committee read.

account of our econonric progress during the past
year and of the prospects for the fiture. trs
pioduction 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
curient year. T'he Financial Statement shows thaton 30th June,1960, we had a surplus of
f!,922,000 on Recurrent Account supplimented
by a balance of f1,220,000 in Tax Riierve Cer-
tificates and offset by a deficit of f3,96g.000 on
Development Account. This left us with an over-
all .exchequer deficit of approxirnately fg00,000
which was financed in the normal way by short_
term borrowings and the balances held in the
Paymaster-General's account.

The original Btimntes for 1960/61 envisnged
expenditure of just over f32 rnillion. .l'he 

rcviied
total, which includes provision' for the payment
of salaries revision as frorn April, 1960, is f3a
nrillion-excluding that part of the back-date<t
salaries award which will be paid by FIer
Majesty's Government, and also excluding Her
Majesty's Government's assistance towardl the
salaries and passages of designated officers for the
period lst April to 30th June this year. On past
performance, underspending may well redu."
actual expenditure to about f33.8 million. 'fhe
total amount of the increase over the original
Estimates is more than fully accounted foi Uy
the cost of salaries revision, and the supplemen-
tary estimates which have already been issued
to Members give details of the savings which
have been made in the various Votes.

The original revenue estimate was f32| million,
and we now believe that lhere will be a revenue
shortfall of about f3 million, leaving us with a
total of a little over f29 nrillion. I should perhaps
mention here that this figure of f29 million relares
to receipts into the Exchequer after the Commis-
sioner of Customs had deductecl f420,000 which
he overpaid us last year. As was explained to
the Council by my hon. friend, the pernranent
Secretary to the Treasury, on 26th October last,
this overpayment was not due to the Conrnris-
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 f500,000

to

MOTION

Tse'r Mn. Spe,rren Do Now Lelve rne Cn,un

The Minls{er for Finance and Development
(Mr. MacKenzie): 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 l96ll62, 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 tho
Flnanclal Statcment.

I would like at this slage to express my
appreciation lo the Permanent Secretary to the
Treasury and to all those oflicers o[ the Treasury
and of the other departnrents of Government
responsible lor 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 Iong 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 ahvays
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 Contmission
on salaries. This affected almost every personal
emoluments item. As usual a great burden and
responsibility has beeu laid on the Governmenr
Printer and his staft and as usual they have
delivered the goods with their customary cour-
tesy, 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
Economic Survey follows the same pattern as did
lhat for 1960. It contains a clear an.l readable
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[I'he Minister for Finance snd Devetopmentl
sp-ite of lower prices,resulting in pari from the
adverse ellect of the weathei on quality. Theother staple .exports, tea, sisal and pyrethrurn,
were all produced in record quantitiej and com_
nranded good prices. The f.o.b. average price of
tea was up 8 per cent, sisal lg per ceni and pyre-
thrum extract 3 per cent.

All in all, our exports in 1960 achieved a record
figure of f35.2 million. Imports were also at a
high level for lhe year due to a very high rate
of arrivals in the first six months, when meichants
wer.e replenishing their stocks, errcouraged by the
optinristic conditions prevailing in the 

-iatter 
partof 1959. By mid-year, however, the mood iad

changed and importers began to cut their pur-
chases with the result that net commercial im-
ports in tlre second half-year amounted to f30
million, compared with over f35 miltion 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 agriiulture, but
sonre_ increase lvas general. The transport and
distributive trades benefited directly from the
greater quantity of agricultural produce handled
for export and the honte rnarket, the high volume
of imports and the steady increase in the popu_
larity- of air transport.' Aj I have alreacly point.a
out, however, imports fell ofi markediy in the
course of the year. Both cotrsunrers and business
concerns continued to hold back on non-essential
purchases with the result that rraders were not
enjoying as much prosperity at the end as at
the beginning of the year, and there was an
onrinous increase in the number of bankruptcies.
Most branches of manufacturing industry main-
tained or increased their output and a lirnited
nunrber of new industries was startecl.

In spite of falling revenues the level of
Government expenditure bolh on recurrent and
capital account has been maintained antl
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 trhe expansion \vas the building and
associated trades. Had it not been for the higtr
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 wittr ttre
decisions of businessmen and individuals to
undertake capital expenditure on new factories,

oflicgs. shops and houses. The prevaiting lack of
confidence has caused the cancellation or post-
ponement of capital programnres for business
expansion and considering its eflect on future
output this was the most disturbing development
of the past year.

Nonetheless the preliminary figures indicate that
gross capital formal,ion in Kenya in 1960, i.e.
including capital expenditure to cover ,.olu..-
me.nt as._well as expansion, totalled approximatelyt4l million, This was a little higher than in
I958 and 1959 though substantially Iess than in
1956 and 1957. The public sectoi contribution
to the total was very little changcd; and there
lvas actually an increase in total capital expendi_
ture by the private sector from f26.7 million to
f27.2 million. A slight increase is not, of course,
enough. A return to a rapidly rising trencl of
private capital expencliture is essenlial if the
potential of the economy is to be realized, if the
unemployed and untler-enrployed are to be
absorbed into prodr.rctive activities and if rhe manin the street and on the farm is to have the
opportunity for a fuller life. The Governnrcnt is
determined to establish conditions in which these
opportunities can be rcalized. All the indications
are lhat lhe industrial countries of the western
world are set fair to enter a new phase of expan-
sion which must ntean an increasing denrand for
foodstuffs and olher raw nraterials which Kenya
is able to produce. The recent drought rnay Iinrit
Kenya's ability to meet entirely the potential
{e.man-d for. her product.s, but even allowing for
this there is no reason why production and
incomes should not contintre to expand in the
current year and new records be established. The
immediate and long-ternr econonric outlook for
Kenya can be bright and there is nothing basically
wrong with our economy. The recession, througir
whic^h 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 lo
restore it if they will. This Governnrent certainlv
proposes to rectify the situation by working foi
stability and thus creating those conditions olhi.hwill encourage enterprise and investment, on
which the country's prosperity has, in the past,
been.based and on which progress in the ftiture
must depend.

Before going on lo deal with our expent.liture
proposals for l96l/62 I nrust mention one matter
to which I referred last year and which l have
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and Developmentl I am not, however comPlacent about our plan-
lThe Mlnlsler for Finance

rng ganization and techniques. The Govern-
'mentionqd number of subsequent occ aslons. n or

shouldon
ment has asked that the Internati onal Bank

This the rumour which was first circulated
mlsslon to out a com-

d which, despite repeated deni a ls be lnv ited to send carry
oarly last year a n prehens vo economlc survey o Kenya ater this
8nd the evidence of the record, has been will be speci fically asked,

slnce, lha t the Govern- year and the mlsslon
assiduouslY spread ever

and I quote here, "To make recommendations
ment was pro posinc lo lmpose excha n ge control ln development plan-

sh ill both. Its a test form to assist the Governmeot
or to devalue the rng or ng" In an ticipation of this, however, I propose

that exchange contro would be imposed as a
quite clearlY

nl
strengthen thewas this year to take several steP s to

budget mea sure Let me say now planning and development o ganization withi
that it will no t. we have o intention o lmposlng

the Treasu ry. I have already ment ioned the new
cxchan ge control or of deva lu tn b the shill oE now

development, econontlc and statistical department
or ln the future. do not know who st arts these of the Treasury I am arranglng for this to be

i,lr rumours whic h are malicious tn the extreme. I
the particular responsibili ty of my hon friend,

can 9nly guess that ts someone who stan ds to
the Parli mentary SecretarY who will, I hope,

getting ople to
a

ofgarn by creating a panrc and pe pay special ttentlon to certa ln aspec ts ex-

aell assets at much less than the lr true value. tern a financial and technical assistance. A the

I only hope that if ln spite of what have ust oIfici al level this side will be under the genera
people will It SecretarY In

said, they sta rt ll p aga ln consu me control of the DeputY Permanen1r
acti and nfl tc tlng mmediate admi nist ti staff will, followingbcfore taking hasty on addition to ra ve

on themsel ves their neighbours and the the reorganizati on of the East Afr tcan Sta tistica
oss

the Kenya unl t, on which we
country genera llv Services, include

,' Before lea this subject I would like o make depend for our economlc data, which will move
vlng

of the Treasu and together wl rh the existing
the Governments' posit lon clear ln respect nto ry

d the market
int I ndersta nd that the re have econolnlc sta{t of the Treasury an

onc further po u
r esearch staff present tn the M inistry o Agri-

been of di scr[m lna lon ln the torms at
rumours

It w ill constitute the new Econ omlcs and
offered to ca pita conring from oversea as com- cu ure,

wl th that invested by loca people. can s ta tistics D lvl lon.
pared

the Governmen hassay quite categonca llv that Among he poss ib ili ties which I hope to ex plore
such intenti on. that of ado ptlnc rolli cno n the publ lc sector s

o cu rency remai n s as st rong as ever and tccltn ique under wh ich ou r pla nlng wl ll always

the Currency lJtta rd holds asscts, he grea tcr pa rt be looki ng wo or rh ree years ahcad. 'I'hcre are

of them n ter ling, o a va lue exceeding 00 per
SOme defi te adva ntages n always having a th ree-

nt o the currency ln clrcu la tlon The cor- year honzon, particul ly when internati onal

rectlve action wh ich the banks took last yea has sou tces of nna nce ha ve o be pproach ed.

nad the desired effect a d heir liquidity position
hope lso that may find ways of co-ordi n-

ved.
I a we

has im,pro at ng more closel v plan nrng targets for the
now tu rn to the devel opment programrne.

niques and econ omy as a who le. ln a free econo my it would
First, a ittle abou planning tech

be presumptuous for
plan the Private

the Government to attempt
administrat lve a rrangements for plann ln b. to sec tor But here mav be

The Government already has a weil-established advanlages ln setting targets for thc econom v as

planni ng technlque for the pu bt lc sector cover- a whole a nd lntend to discuss the advisa bility

lng three-year per iod s, and our experlence sug- qf th ls kind of app roach wl th hc nte rn a lonal

gests that any longer peno d rhan th ts un ea rstlc Bank M lsslon.
where concrete p roposals fo the expenditure of

fin concerned. U nd er the The printed Devel opment Estimates for
public ance are f the expenditure of
M inisterial system a comm ittee o the Cou ncil 96 62 provide or

rathe lhan ndependen plan nlng t 7 2,296 whi ch ls already the biggest total
of M isters n

of the Colony The
mn'ussl on ls the appropr iate body to be respo n- ever presented n the history

co
of inte rest proble of financl ng a program me of th slze IS

sible for develop: .lent As mat ter m
Lon-

wlsh know tha the Tanga- a fo idab le one. A month o80, when I left
the House m av o

provide h almost
nyika Govern ment h as now established a don, felt tha to so muc was

committee under the chai rman sh lp an act of faith Since the n, however, delegati oo
development

of co lleagues, led by my hon. friend, the
of the M lste for Fi a nce on lines s imilar o my

had fur ther
Kenya nd the Tangan v ika nlerna tlon al B a nk I-ea der of Government Business, has

a
d tsc lons th Her Ma !esty 's Government. Their

M lssron h uss w

this steP.

as espec ially welcomed a nd a pproved
effo rls have been rnost successful. Thanks to them,
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, Elc Mlnlster for Flnrncc rnd Dcvclopmentt
I and to_the generosity of Her Majestyir Govcrn-
! ment, I can now firmly rtate that not only willlr this expendituro bc financcd but that it ditt teI surpassed. Further, we shsll receive an additional

subvention towards our rccurrent ex,penditure, to
yhfch I shall refer again at the appropriate sta8e.

I I should now like to express mybwi thanks-to
i .y colleagucs and to congratulate them on what
1 they have achievcd. I am sure that this is some-
i tlring for- whictr they also deserve the grateful
I thanks of all the people of Kenya.

Certain details of the additional projects chich
we shall be able to undertake with the new
funds secured by that mission stlll romain to be
worked out. They will, however, include labour
intonsivc developnrent projects which, together
with tho more vigorous prosecution of oui land

i t..t-t-toment and general igricultural progranme
I will both intensify our economic progriss andi foster employment.

The ffgu,re of over fllf million for expendi-
ture next year includes two important new pro_
jects which were not included in the published
development programme-localization and train-
ing, and agricultural settlement schemes.

It is proposed to tackle the problem of localiza-
tion of the Civil Service on ihree fronts. In the
first place, the comrnon 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-
tions. Secondly, departmental grades are to be
c-atered for by "on-the-job training.' and 23
departmental schemes have so far beir approved
and a number of others are under examination.
Finally, the localization 9,f the professional and
technical grades will be assisted through scholar-
shipa at local and overseas institutions.-In the first
year gross expenditure on each of these three
fronts, including capital expenditure and the costof supcrnunrerary posts tor trainees and for
reliefs will be as follows: -

l

l

(l) Common service cadres
(2) Departmental localization

schemes
(3) Professional and technical

training

ture on agricultural settlement schemes will be
financed by a combination of United Kingdom
Exchequer loans, a Colonial Development
and Welfarc grant, and loans from the World
Bank and thc Colonial Development Corporation,
and the Council will be asked in this session to
approye legislation for loans totalling f4| million
from the World Bank and the Colonial Develop-
ment Corporation. We have been extremely foi-
tunate 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-opera-
tion and help which thcy both gave in- our
recent negotiations. I should also like to pay
a personal tribute to tbe National Member, eoi.
Brucc McKenzie, for the important part which
he played both in the formulation of the schemes
and in helping to secure lhe finance.

In addition lo the projects in the Estimates, it
is expected that during the year IlI million will be
spent on the contractor-finance road programme,
and arrangements are also being made for a
contractor-financed scheme of some f3fi),000 for
the extension of the Nairobi Airport runway.

Finally, a word of warning on development.
Thc net increase in the public debt arising from
this year's loan programme including contractor-
finance will be of the order of 1660,000 per annum
in interest and redemption paymcnts. With
charges of this order to carry it is essential that
development loans should be devoted mainly to
the most immediately productivc uses, and the
greater part of the expenditure in the Estimates is
to be devoted to economic services. Given stable
political conditions I am confident that the
growth of the economy will enable this debt to be
carried, The success of the Government's past
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 thc annual increase of over f I 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 f2,925,O0O issued at
4 per cent in 1954. The terms of the conversion
ofter 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 ofler
terms nearly twice as favourable as those on
which wc could raise money scven 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 havc decided that

t
292,722

196,203

95,000

f584,425

The provision rnade for agricultural settlernent
sc_homes ic 12,808,220. This will, I hope, enable
75,0O0 acres to be scttled during the yiai-quite
a .for,rnidable -proposition both agriculiurally'and
administratively. It is intended that thc expcndi-
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make it clear that certificates
will continue to earn interest

It,3 Per cent. It would be quite wrong for the

Government to amend the rate of interest on a

ccrtificate alreadY issued, just as it would be quite

wrpng to amend the rate of interest on a stock

ing the life of that issue.

dcbt.

, The total estimate of Consolidated Fund ser-

vices exceeds the 1960/61 net Provision for
public debt bY over fI,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 the

whole of this increase does not constitute a new

charge on the taxPaYer. So me f740,000 will be

oErct bY increased revenue from interest and

redcmption part of which was formerly appro-

priated-in'aid of the public debt Vote. The
fully explaine d in the appendix to the

dealing with the public debt which

fiowr that tho total additional exPcnditurc

fcqulred to service
raised before 30th

debt already raiscd and to bc

June, 1962, is estimated at

overseas addition and passages paid to expatriate

officers of the Government. This is about f2|
million. In 1960/61 they will merely meet the

difference between inducement pay and overseas

addition which is only about fl million for the

period lst April, 1960, to 3lst March' 1951, plus

ihe whole oi the overseas addition for the last

three months of the financial Year.

The increase in expenditure would be substan-

stial but for savings attributable to the vigorous
action taken by the Goveroment to meet the situa-

tion brought about as a result of our falling
revenues. th" House will remember that I fore-

shadowed the need for such action in December'

Ititrougtt we were informed early this.year that
Her Mljesty's Government would assist gener-

ousty in ieeing Kenya through-a difficult financial
period, the Government considered that it was

incumbent on us to do all we could to meet

ihe situation by making the maximum economies

consistent with maintaining and, where neces-

sary, expanding the essential services of the com-

-rnity. Fo. eximple, the net provision-for^ed,uca-

iion inctuaea in tie Estimates is f6,800,000' This

is ne"rty {650,000 more than the current year's

Lrti."t. and over fl| million more than actual

"ipinaiture 
in 1959160. The increase in the

gross provision for this service is even more

.-o"tt"*t"t. Thanks, however, to the success of
tile recent delegation even this is not all' In recog-

niiion oe the 
-importance of this service to the

iuture dev"lopment of our country Her Majesty's

Government have made availabte an extra
1250,000 which will make it possible-for-us to
push our educational development ahead even

more rapidlY than we had hoPed.

Hon. Members will have noted that the total
orovision under Head l'{ for contributions to the

cost of the High Commission services is only

some f4,000 g..it". than the estimate for 1960/61'

it " t.ut inirease is more considerable since

f46,000, being the cost of the Kenya unit of- the

Staiistical Organization has been transferred to

Vote f l, TrJasury. That, incidentally, explains

most of ihe unusualty large increase in that Vote'

li has, however, hecn necessury in framing the

Ertlr"t.t to take sccount of the iccommcndu'
dations of the Raisman Comnlission' If these are

implemented-ancl this is essential if we are to

-"intain the East African Common Market-the

"ort 
to Kenya will be some f600,000-f700'000

wtrich would otherwise have been available to

helo in ctosing the gap between expenditure and

."u"nu. at the existing rates. Finally' there were

it r f661,000 adclitional debt charges which'

it ougt, ttrey have not to be voted with the Esti-

mates, have still to be met.

[661,000.



[The Minister for Finance and Developmcnt]
When I come to the .revenue position, I stratt

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 162 of. over f4 nrillion. 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 unlinrited. As regards assistance fronr the
United Kingdom, the Governrrrent believes that
while it is proper to accept a grant towards re-
current expenditure to nleet an exceptional
occasion such as tlre 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 nrain one in our case being that these Esti-
nrates and any important supplenrentary estinrales
nrust, in accordance with the norural arrange-
ments for the provision of grant-in-ai<l be linally
agreed rvith Her Majesty's Government. More
important, however, is the fact that sooner or later
it will be necessary for us to sland on our own
feet. In addition to the grant-in-aicl the tsritish
Governrnent is nrecting sonre IlI nrillion expcn-
diture which would otherwise have to be spent
on our armed forces, They are paying about

.f 2l nrillion towards the overseos nllorvances,
education allolances and passages of expatriate
oflicers without whom the services on wirich so
rnarry of our hopes now and in the future nrust
depend, would collapse. I'hey are providing us
with loans for development anct settlenreni on
terms much more attractive than anything we
could hope to obtain on our own. Oiher loans
are the subject of IIer Majesty's Government's
guarantee. Finally we are receiving substantial
Colonial Development and Welfare grants. The
total in the United Kingdom linincial year
1961 162, will be at least flSj million from the
Exchequer plus not less than f2 nrillion in guaran-
lees. We hope that as a result of the policies
being pursued by the present Government and
th.rough the good sense of all our people tltcre
will be a rapid econornic recovery wtri"-t witt
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 inclepen-
dent Kenya would have the ctroice of 

'remaining

indelinitely as a pensioner cf the United Kingdorn.
of soliciting the aid of other possibly less lisin_

terested powers, or of destroying most of the
services rvhich have been so laboriously built up
in the past. I believe, therefore, that thl Govern_
rnent was right to insist that as a {irst nleasureof self-help we should undertake a vigorous
econonty campaign. If I nray add a porsonal belief
it is that however rapidly Kenya rniy recover she
must, as a condition of further progress, ahvays
continue to conduct her allairs in- a spirit of
vigorous and constructive economy. That too the
Government intends to do.

The details of individual Votes are covered in
the memorandum notes on the Estimates. I do not
need to weary the House rvith a dissertation on
them at this stage. There will be plcnty of oppor_
tunity to discuss thern in Comnrittee-of Supply.I propose. therefore, to go straight on to cleal
with revenue.

The revenue shortfall in 1960/61 was due lo
lack of confidence not only in Kenya but in
Africa generally. I have given some reisons why
we may look forward to a modest recovery in
receipts front import duty during thc conring ycar.It is, however, far easier to disturb 

"onfid.n."than to restore it. In the disturbed conditions of
Africa investors will, naturally, tend to rvait and
see.before deciding to invest further nroney. We
shall, therefore, in my opinion, be delurling our_
selves if we expcct orrr rccovery to be as drinrtlic
as has been the recession. We-and by we I nrearr
all the people of Kenya and not least those who
reprcsent these people in this House-are likely
for some time to be on a fornr of prrrbation so
far as new investnrent is conccrnecl. lf we fail to
rehabilitato ourselves rapidly the suffercrs rvill be
the ordinary people of this country. I believe that
the people of Kenya will play their part. Since,
however, we are dependent 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 diflicult to eslimate revenue. The task is
even more diflicult 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 revenue in 196ll62
is likely to be of the order of f30,500,000. As this
figure includes f580,000 which was appropriated
in aid of the public debr Vote in tXblfit 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
lhe public debt is always a first charge against
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[Ther Mlnlster for Finance and Developnlentl
ihe rcvenue. In 196l/62 this is a little over f4l
million. Having provided for it we have about
1261 million left to meet voted expenditure of
f29* million, leaving a deficit of some f 3l
million.
;.
I Unfortunately that is not all. If, as I believe

wc musl, we accept lhe recommendations of the

Raisman Report, we shall have to find a further
{600,000 or f700,000. To be realistic we must,

therefore, anticipate a shortfall of some L4

million in 1961 162.

Before discussing ways and means of meeting

this defic,it I should perhaps discuss the merits of
accepting the onerous recommendation in the

Raisman Report relating to our revenue. The
Commissigners, after studying the evidence,

rsjected suggestions that as a result of the main'
tcnance oi the East African Common Market
Tanganyika and Uganda have actually suffered

losses oi 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 thenr
insteacl, it is in.rprobable that the absence

of the comnlon nrarket would have

brought this about. They point out that any shift
of aitivity into Kenya from the other territories
has been trivial in relation to the growth of
activity which thcy havc in fact enjoyed. And
they conclude that the restrl,t nornrally to be

expected by the other tcrritories fronr the growlh
of protected inclustry in Kenya (in spite of the

penetration of the products into their home
markets) is a gain rather than a loss of real
inqome. The Cornnrissioners reject the suggestion
tha,t Uganda or Tanganyika could, by setting up
barriers witlrin the comnron market, have gained

more than they would have lost by the certain
impoverishnrent in East Africa as a whole. They
reject as unrealistic any simple calculation of the

loss of revenue to the other ,territories tg com-
pensate for the gains enjoyed by that in.which
industry has developed under the protection of
the common market. The furthest they will go is

to say tha,t the benefits derived by the territories
has been unequal rather th'rn any one of them
has suffered an actual loss.

In rhese circumstances it could be argued that
there ,s no case for the setting up of the proposed
distributable pgol within the common market area

nor for changing, to the immediate detriment of
Kenya, the present systern of financing High
Commissign services. I myself believe that sofile
change in the method of financing the High Cont-
mission is essenlial in any case since the present

systenr is one of horse trading spiced by trnintel'

ligible ,forrnulae. I do not think that there is an

ideal solution; but I believe that the recon't'
mendations represent a lowest common denonri-
oator on which agreement between the three ter-
ritories can be oblained. These are also the sort
of adjustments which are essential to any closer
union .lf these territories. I believe, and I must
stress that since the House has not yet had an

oppor,tunity to discuss the Raisman Report this
must be regarded as an expression of personal
belief, that the existing common market must be
maintained, as a minimum. In the circumstances
I believe that we should be prepared to accept the
Raisman recom,tnendations as a package. My
budgetary calculations are based on the assump-
tion that the Ilouse will agree with me in this
view.

To return to nly deficit the country knows that
IIer Majesty's Government is prepared to assist.

It is, however, an essential mark of self-respect
that before asking for assistance one does what-
ever one can in the way of self-help. I have
already mentioned our econgnries. I now turn to
the ,other side of the medal--to the tax measures
which we consider necessary to cover some part
of the increased cost of education, public debt,
and basic Civil Service pay.

'Many of the following proposals will be incor-
porated in the Finance Bill. The most important
revenue measures will be covered by a provisional
collection order which will come into effcct at
midnight tonight. This will also cover a nttmber
of protective tneasures with which I will deal
briefly at this stage. Before doing so, however, I
nrust ask that, in accordance with otrr trormal
practice, this Speech be taken as notice of
lvlotion to Committee of Ways and Means for
dealing with the rneasures I ant now proposing.

For sonre tinre the East African Governments
have been considering ways of protecting our
local aluminiun.r industry. It is now proposed to
achieve this by increasing the duty on alunrinium
corrugated sheets, ridgings and gutterings and on
such alun'rinium sheet products as coils and circles
to the general revenue rate. Flat aluminium sheets
beconre dutiable at the assisted rate, and specific
duties of cents 7 per square foot on all galvanized
flat sheets and cents 15 per square foot on all
currugated sheets are being applied where these
sheets are of .014 in. thickness and less. These
specific duties should discourage the importation
of thin sheets which have beett found generally
unsatisfactory in use. It is estimated that as a

secondary effect these changes will produce addi-
tional revenue of f62,000.

At the sante time the duty on asbestos sheets,
gutterings and ridgings is to be raised to the



43 Budgct Spcech
KENYA LEGISLATIVE COUNCIL

i

I

i

i
I

I

I

I
I

Budgct Specch 44

'tf

I
li

il
rl

ll

;!
I
I
I
I
I

I
I\
I
rl

TI

f
I
I
Y

F
rl
,t

I

i
I

[The Mlnlslcr for Flnance and Devclopmcntl
gcneral.rate. This, as well as aforAini assisiancc

l:. i"_i,Tpg.tant Uganda indusrry, jfiourJ'pro_
ouce addttlonal revcnue of about f5,500.

. Kenya can 
-now producc its requirements ofboxes and of many other packing matcrials

Iocally.. I propose, therefore, to imposcduty at the
assisted rate on wooden 

'boxes,' 
in.tuOiiJ t""-

chests. I also propose.to encourage ttre-toca"t pro_duction.of corrugated cardboarj, ."rt.or, 
"".0_1119,-,bo11r .lng papcr- bags' ui-aaLittire

marenats tor their manufacture duty frec andby.applylng the assisted rate of Au[v to-ttor"
articles of .this.type which are Ueing sitisiaciorityproduced locally.

,_Y1l:fl,ure.of printing ink started in Kenyarn September last. I am advised that in addi-tion to. providing excellent matcrials, ,"f*UI"
tcchnical assistancc is now rcadily 

"""ii"ti" rothe printing trade. To assist this'ioarriiv"".._
tain p.rinting and stencil inks will,--in 

--iuture,

bear the.general rate of Outy with'""- 
"itlrr"_tive specifi-c duty of cents 36 pcr lU. As--somcpnntlng ink will still be imported the Exchequerwill benefit to the tune of'some iiS,Uiii-i'"rn

advised that the effect on the end .o.i oi p.lnt-
lng ytt be negtigible. It will to 

" "".t"in Jit.nt
be offset by two small amendrn.ntr-a.ricn; to
encourage the local printing of showcarts and
aoverttsrng pictures recommending local products.

For- a long time a local firm has struggled tomanufacture vernacular gramophone ..to'iJ, incompetition with various neighbours. elf toolre-quently, however, the efforts -of 
tocat 

"rtlst.s 
t 
"r"been recorded on tapes which weie-t[." ,."i't".processing elsewhere. I hopc to .o..."t ihis'oosi_tion by rh-e imposition of a specifi" Jriv'"i5rr. rper record. The alternative id valorei auti re_

mains at the general rate.

. T*o finat measures intended to stimulate localilduslry are, first the imposition 
"f " ,p..Jn. JrtVof . Sh. 3- per dozen, 

-with 
"n 

- 

"ft.in"iiro- "avatorem duty, on hand scrubbing brushes andboot brushes. and, secondly, an -"rirJ-"ni 
t"tariff item 175 which shouli'encoui"g" tf,"'io""fproduction of signs and nameplatcs. -

As usual the opportunity has been taken tomake a number of tarifr amendments, t"iglfv ot
textual.signifi cance only, which are a.t'"irca'io' tt 

"Frnanctal Statcment.

. I now turn to measures primarily designed toincrease revcnue. Hon. Member, rniv-t "i" il"r_
dered why I havc so far referrea to'"ssisila"ano
q:i".:l rates of duty, instead of to I I pti *nt
anrr. zz per cent. The reason is simpli. Afterprolonged 

-rcflection, I have a."ia.a'it"i'it 
"most equitable way in which to meet 

" 
rn"joi por_

tion of the. country's additional needs at a rela-[vely small cost to the taxpayer is to make a
small general increase in ad iatorcm duties. hom
midnight. 

-therefore, the assisted rate-oi-li per
cent will bc raised lo 12|. per cent, thc ceneraltate of. 22 per cent to 25 per cent; the irot..-
tive and revenue ratc of 30'per 

".rrt 
io f5i p.,

cent and the revenue rate of-60 per cent td BOtper cent. In certain cases this has necessitated
consequential increases in specific rates of duty.Details are contained in ihe Financiai-State-
ment. I calculate that this should bring a fur-
th-er f840,0fi) into the Exchequer in G cours"of a year.

A- relatively small increase in the duty ongoods in general use brings in the largest rlturnto the revenue. For example, an impisi of one
cent per.lb.. on sugar yiclds just undir flO0,O00.
From midnight tonight the rite of customs-dury
wrll be raised by cents 5 per lb. to bring the totat
l1post to cents I I per lL. or Sh. I t iei-cental.
!.xcise duty will be similarly increised from
Sh. 6172 per hundredweighr io Sh. litli p*
hundredweight. This shoilA p.oOr.. -b.tr"..n
them f488,000. The rerail price bf ,ug". *iil .ir"from cents 57 pu Ib. to cents 62.

. The. -item .governing potable spirits has co r-
siderable resilience. I have, therefbrg decided io
raise the_ duty on such spirits as brandy, wt isty,
rum and gin from Sh. t45 per proof-gallon toSh. 160. This is equivalent to an incieasi of
approximately Sh. 2 per bottle of the better-
lloyl brands of spirit, or just under l0 cents per
tot. This measure should produce an additional
f 125,000 in a full year. As complementary
measures, it is necessary to raise thi duty on
Iiqueurs, Tariff Item zd @), from Sh.-iie to
Sh. 140 per imp-erial gallon.-and the excise duty
on spirits from Sh. l20.to Sh. 130 per proof gal-
lon, with a consequential benefit io reu.nue of
some f2,000.

!y next four proposals in the field of customs
and excise, whilc individually of little significance,
will.benefit the revenue by some fI30,060. A new
Tariff Item 59e for razor-blades, imposing 

" iutyof 2.cents per blade or 25 per'ceni ad irioi"^,
y.U._!ft is rhe greater, should bring in 

" 
iuitt..

t15,500. An increase from ll per cJnt to Zi-per
cent_ in the rate of duty on imp-orted paint shoulA
produce -some 160,000 in revenue and benefit thelocal paint industry, -which can atr."Oi suppty
most of the territorial needs. An increaie oi I0
cen-ts per lb. on tyres and tubes should give mea further f25,000. Finally, in this categ-ory, ty
imposing a duty of Sh. 

-10 
per Z,ZOO 

-maictres.

with a conscquential increasi in excisc ari, t"
Sh. 5/50 per 7,20O, I should eecurc f33,00O. '
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IMlnlster for Finance and Developmentl' At the present time the duty on kerosene in
Kcnya is i0 cents a 5.rllon. In Ugan4: it -is 

40

ccnti. I am informed that one result of this

differential has been a considerable amount of
;muggling from Kenya into Uganda. As a fur-
rher-meaJure of interterritorial co-operation I now
DroDose to close the gap by increasing the Kenya
iate of duty to 40 cents a gallon. This will benefit

the revenue by f80,000. Its effect on the end

price of the product-2| cents a pint-will be

negligible.

The House will remember that last year we im-
posed import duty and consumption tax on light
aiesel oif used in road vehicles equal to that
on petrol. We also made a small increase in the

coniumption tax on petrol' In spite of. this the

consumption of these products in 1960 increased

bv 3 per cent in the case of petrol and 12 per

cint in that of gas oil. In these circumstances I
fecl justified in a further effort to balance our

Budget in proposing a further increase of l0
centi a gallon in the customs duties on both these

products-. This is estimated to bring in f230'000'

' In the same context I have given further con-

sideration to the consumption tax which at pre-

scnt stands at 35 cents a gallon for both petrol

and diesel oil. Without arguing the pros and cons

of hypothetical revenue' I have always -felt that
an luthority which is in receipt of special

,out.., of income designed to meet its expendi-
ture should not also have to receive subventions
from general revenue. With this in mind, no pro-

vision-has been made in this year's Estimates for
a special srant to the Road Authority. It has also

been neceisary, in view of the other demands on

our general ioan funds, to reduce the capital
erant to the Road Authority. These two measures

iould cost that Authority fI75,000 in a full year.

It would be unfortunate if its important work,
t hi.h h"r, of course, significant employment im-
plications, were to be reduced accordingly' To

. avoiO this I propose to increase the consumption
tax on ptttoi onty Uy l0 cents-a gallon' This will
furnish-the Road Authority with a sum cqual to
ihe grants from general revenue which are being

withdrawn.

These two measures will, between them, in-
crease the cost of petrol by 20 cents a gallon

and that of gas oil by 10 cents' This is less than

a cent a milJ in most cases. In terms of ton-mile
for freight it is negligible. l-tre total . ta-xation

on petrol will still only be Sh. t/30 and that on

cas'oil Sh. l/20. This is still much below the

ievel of duty in many countries. For example,

in the United Kingdom the duty on gas oil and

petrol is 2s. 6d. a gallon. Our road users can-

not therefore regard themselves as bearing an

intolerable burden.

The refunds to agriculture and forestry, for
which provision was made last year, will be ex-
ten<ted to the additional l0 cents customs duty
on gas oil. The special ex gralia refunds to cer'
tain other consumers will also apply. I mentioned
on a previous occasion my hope that the United
Kingdbm authorities who have, I understand,
been working on this problem for some years,

would shortly be able to produce a foolproof
melhod of distinguishing between gas oil used

in road vehicles and that used for other pur-
poses. A news item in The Tintes of the 9th May
states that as from the lst July gas oil used in
the United Kingdom for purposes other than as

fuel oit will be required to have cbemical markers
and a colouring adCed to assist the detection
of evasion of duty. I propose to ascertain wbether
similar action could be taken in this country.
If so we could dispense with the refund system

with all its administrative and other incon-
veniences. I will keep the House informed on this
matter.

I am advised that the taxation proposals so far
mentioned, which will in accordance with our
usual practice be brought into effect at midnight
tonighi, should only increase the Nairobi wage

eunnirs' index and the Nairobi cost of living
index by less than I per cent. Thcy will add about
12 million to the Customs and Excise revenue in a
full year, bringing the total to a little over {15
million. This is, of course, less than f* million
above the original estimate for the current year.

Since the gross national product in 1960 was some

4 per cent higher than in 1959 the House will
appreciate that in percentage torms the overall
UuiO"n of indirect taxation is no greater than it
would have been in 1960/61 if the original esti-

mate for that year had been achieved.

For some time I have been considering
measures to control pool betting. A Bill, published

in today's Official Gazette, provides for the licens-

ing of pool promoters and their agents and for
thi taxition of pool bets at thc retc of l0 per

cent of each bet. The tax on bets received from
Tanganyika and Uganda will be remitted to those

Govlrnments after deduction of the costs of
collection, but we hope that a balance of f20'000
or so will remain to be credited to the Kenya
Exchequer for the general benefit of this country.
If this 

-Bill 
is enacted we shall incidentally be able

to ascertain accurately lhe amount of money

flowing from the country as a result of these

growing betting activities.

My proposals in respect of income tax are

designe<l primarily to simplify administration and,

l6rn MAY, 196l
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[Mlnister for Finance end Dcvclopmentl
while they will leave some people a little better
off, others a little worse ofi, their overall effect
on the revenue will be negligible.

For some timc it has been felt in certain quar-
ters that our income tax structure is too com-
plicated. This is a matter of opinion and it can
well be claimed that our legislation is simpler than
that in most developed countries. Examinalion of
the problems has also indicated that it is difficult
to avoid complications without giving rise to
anomalies and inequalities as between one tax-
payor and another. The fact remains that our
present legislalion can only be administered with
the assistance of considerable numbers of
experienced expatriate stafI. Such stafl will be
less easily available in the future and it is in any
case our policy to introduce more local people
into all branches of the service. With this in
mind the Commissioner has, at the request of the
East African Governments, reviewed existing
legislation and prt cedure to see what can be done
without unduly aflecting the basic structure and
introducing too many anomalies and inequities.

The examination shov,s that there is relatively
little which can be modified in those provisions of
the Management Act relating to the computation
of profits. It is proposed, however, to intrcduce
a Bill in the Central Legislative Assembly this
year to provide, for example, greater uniformity
in the rules governing relief for capital expen-
diture and for the exclusion from assessment
tuprrn omployees of tho valuc of minor benefitt in
kind or in the form of scrvices. The Bill will
also contain several procedural changes aimed at
lightening the Department's task.

Two major chsnges are proposed relating to
the scope of the tax. First, provision will be made
to confine the charge to tax to income accrued
in or derived from East Africa and as from lst
January, 1961, overseas income will be excluded
from the chargc even when remitted to East
Africa. This will not only relieve the Department
of the complicated work of assessing ovcrseas
income but may encourage residents who do not
at present bring their overseas investmeat income
here to do so in future with rcsulting economic
advantage to this country and no significant loss
to the revenue.

The second major change relates to the taxing
of the annual value of owner-occupied houses.
This is a controvcrsial measure in respect of which
equally strong arguments can be addtrced both
for and against. Equity as between taxpayers has
hitherto led us to favour the taxation of annual
values. This has, howevcr, entailed a great

burden of work in ascertaining costs and assess-
ment. The present and foreseeable staffing posi-
tion of the Department makes it unlikely that this
burden can bc sustained in the future. I propose
therefore that as from lst January, 1961, the
annual value of owner-occupied houses should no
longer be included in the owner's taxable income.
It follows, of course, that any mortgage interest
paid in respect of the house will not be allowed
as a deduction from the owner's other taxable
income. This conforms with the existing provision
for relief in respect of interest paid by a taxpayer.

The considerations relating to owner-occupied
houses do not apply when an employee lives in
rent-free quarters provided by his employer. Such
a benefit of employment will therefore remain
chargeable to tax but will be nreasured in future
by the amount of the ernployee's income and not
by reference to annual value.

The present form of tax deduction in respect of
the cost of passages to destinaticlns outside East
Africa for purposes of health or recreation in-
volves the Department in much investigation to
safeguard against a very small basic risk. At
present lhe deduction is limited lo a maximum of
three double journeys in respect of the taxpayer,
his wife and all his dependent children once in
two years. I now propose that as from lst
January, 1961, this deduction should be allowed
without limit as to lhe frequency of journeys and
that it should extend to each dependent child. but
that it should be subject to a limit of fl00 in
respect of cach journey outwards and each return
journey as compared with thc present relief of
f150.

Two changes are proposed in the relief relating
to wear and tear deductions in respect of capital
expenditure on assets used in producing income.
The present initial allowance of 20 per cent will
be withdrawn as from the year of income 196l
from non-commercial vehicles, such as private
cars used for business purposes. I also propose
to limit the wear and tear deduction to what it
would have been had the car cost not more than
11,500. The absence of an initial allowancc will
not reduce the total relief granted over lhe
life of the vehicle but will merely reduce the
amount granted in the first year.

Authoritative opinion has suggested that the
encouragement given to mining by our tax legis-
lation is not so generous as that provided in other
countries and does not provide the necessary
incentive. In recognition of the marginal nature
and consequent risk in mining in East Africa
Incomc tax rclief for capitaI expenditure is in
practicc normally civen on the basis of the very
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for Finance and DeveloPmenll I also propose to extend the Child Allowance
to cover-u ititO who is over 19 'but is totally
incapacitatcd either nrentally or physically' In

,r"h " 
case the allowance will be f 150. The exist-

ing conditions, for example, that the child's own

iniome shall not exceed f75, will continue to
apply in all cases, but there will be no restriction
oi'tt" allowance by reference to scholarship

income or Government grant. I anr advised that
this proposal will provide a major contribution
towaids'simplifying the assessnrent of individual
taxpayers. Conlparison with previous.allowances
showi also that it does susbstantial justice'

The present personal allowance granted to non-

resideni persons, other than those living in the

United Kingdom, involves unnecessary complica'
tion and I propose that it should be nil except

for an indiviclual who is chargeable to tax in

respect of any pension derived from East Africa'
In such cases the allowance will be f250 or the

amount of the pension, whichever is the less.

A further worthwhile administrative saving
will be rnade by providing that the actual amount

of life insurance premiums shall be deductible as

a personal allowance where the total income of
the taxpayer does not exceed f2,500 and the
annual prenrirlnrs do not exceed 1200 in total. ln
other cascs, the existing life insurance relief pro-
visions will continue to aPPlY.

Apart from these moclilications in the field of
pcrsLnal allowances, I propose to-- abolish the

ixisting age allowance and the allowance for
dependlntJ and the housekeepers. It is very.ditli-
.rit to conlirm the bona lides of many clainrs
to the Dependent Allowance, and its abolition
will materially simplify the Departrnent's task'

As regards those clependants maintained by

married persons whose income is under 11,500
per annum, the proposed increase in the Married
Allowance will offset this withdrawal in whole
or in part. As regards incapacitated dependents
who are children of the person maintaining thenr,
their inclusion in the new Child Allowance will
represent improvement in relief from the present

tigure of 160 to 1150. So far as the age allow-
ance is concerned, those married taxpayers
entitled to it at present will also benefit from the

increase in the Married Allowance; many of
them will also benefit from the abolition of the

tax on annual values, so there is some consola-
tion to be found in my other proposals for the

loss of this particular relief.

These changes in the income tax provisions

will be broadly self-balancing' Since they will
operate from lst January, 1961, they will only
ailect the 1961162 revenue in the case of per-

sons wlro leave East Africa and are assessed up

rt estimated ife-in ma ny cases as short as

ls proposed o wrl te thi S ln o the

provlsl ons n specific terms fo certa 1n

of margl na p roduc lve mln ng.

Th. 'mcasures wh tch ha me n tioned so fa

bo gove rned by ame ndme ts o the East

Income Tax (Man agement) Act. Those

shall now menllon iil be covered by

cla uses tn the Fi a nce Bi ll sl nce they

to rates and allowances and come
,the jurisdiction of this Council'

the refo re

has bee n suggested hat ome form of
allowances should be adopl ed o Provl de

lncentive fo undertak tn c he e xceptional mtn-

risks n Eas Afr lca. This wou ld ll vol ve

ve ornpl tca lon have lherefore

that the lnc enl ve ca n best a n d nlost

be achieved by a specia ra te of a x

to the profits o these nlarg tna pro-

A company rate of Sh 4 n he potrnd

be included n the Fi nancc Bi ll fo m ln lng

nies in this class.

major field for lmp I ilic a lo n les ln the

allowa nces gran ted to individ ua tax

It here tha he de ma n ds of equity

compl tca ted legisla tlon an d add to the

trve burden Si pl ifical on on the other

leads to ro ugher just ice bel leve that ln

circumst a ces we nlust be sat isfie d wirh
justice. I am, however sati sfied tha t

tthc proposa ls which sha ll now n1 ake equl ly has

maln tai ned even th ough solne ax payers

have to pay nta rgl nal ly rno re than ln he

IvIy first proposal is that the N{arried Allow-
now vari.s between 1500 and f'700 for
with a total incorne of between f5fi)which

fl ,500 a year should be nxed at f700 Nex

to merge the Ed uca tron A llowance irh

A llowance which ill n uture be

on the age of the chitd thus prov id lns
according wl th the likelv nc re ase

tiona costs child grows up. The Educa-

Allowance will therefore be abol ished a nd

.'thc

ts
child Allo wance, resl icted to fou r children

at present, will be as follows

!75 for a child uncler 6 years of age on 3lst
.. December in the Year of income;

;'lif100 for a child who is 6 but under 12 on

that date;

{150 for a child who is 12 but under 19;

f250 for a child at a unlversity or similar post-

eccondarY educatio nal establishmeut, r
ing under articles or itrdentures'

o serv-
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[Minister for Flnance snd l)evelopmentl
to date before they go. It will be noted that the
provisions in the Finance Bill u,ill come into
force on an appointed day. This will enable these
changes to take place simultaneously with those
necessary in the Income Tax (Management) Act.

My final proposals regarding taxation relate to
Personal Tax. Our direct tax structure has often
been criticized on the grounds that persons with
incomes between f200 a year and about f1,000 a
year all tend to pay at a flat maximum rate of
only Sh. 150 a year. I think that there is some
merit in this criticism. I propose, therefore, to
intrpduce a further gradation into this tax and
to impose a rate of flO for all taxpayers in
receipt of incomes in excess of f400 a year. Sonre
members may think that I should have gone fur-
ther in this direction and I gave serious considera-
tion to this possibility. It must, however, be borne
in mind that nrost of the people concerned have
to bear other direct statutory impositions. I regret
that I am unable to propose any set-off of all or
part of lhis tax against income tax, but many of
those in the lower income tax brackets will
benefit from the adjustments contemplated in
respect of the ,Married Allowance and owner-
occupied houses. !.

Another criticism which has been levelled at
the Personal Tax is that the bottonr level is too
high for people in receipt of incomes not exceed-
ing fl20 a year. lt is not, of course, true that
llris inrposition, which at present brings in less
than f 1 million a year or one-eighth of our total
expenditure on education alone, bears harshly on
the very poorest people, since thers are well-
known provisions for remission in cases o[
indigency. Nonetheless, I believe that we should
aim at a general reduction at this level with a
view to its eventual elimination. Two years ago
rve took the first step by reducing the rate from
Sh. 25 to Sh. 20. I now propose that as from lst
January, 1962, the rate should be further reduced
to Sh. 15. With an overall deficit to finance, I
regret that I cannot g0 further than this now. I
am, however, advised that if all those who should
be paying Personal Tax co-operated with the
Administration in doing so, appreciably more
revenue would be available from these sources
and I might then be able to achieve my objective
of exempting all persons with incomes below,
say, f60 a year from the operation of this tax.

-I he net eftect of my two proposals in respect
of Personal Tax will be to reduce the yield in
1962 by approximately f20,000.

-I have no fu.rther proposals to rnake in respect
of direct taxatipn.

Hon. Members will recall that my taxation
lroposals are designed to bring in additional
revenue of f2 million. On the assumption that
the recommendations of tbe Raismin Com-
mission are approved and come into force on lst
July, this will leave me with a remaining gap of
something in excess of f2 million. The eiact
amount ,nlust depend lo an appreciable extent on
future revenue trends.

Her Majesty's Government have included in
their Estimates for 196li 62 a sum of f2 million
which will go some way towards meeting the cur-
rent year's deficit. I have already noted that the
remainder of that deficit, which is likely to
amount to nearly f I million will be made good
by a further grant-in-aid and I have receivet an
assurance that similar provision wilt be made at
the appropriate time to cover the deficit for the
coming year. Overall, it seems likely that atter
making allowances for the cost of the
Raisman recommendations for unavoidable
additional ,expenditure items which crop up every
year and for the ertra grant towards eduiational
services, Her Majesty's Covernment wi[, during
their financial year 1961 162, provide sorne
f4 million over and abgve the f2 million already
included in their Estimates for recurrent assist-
ance to this country. This will bring the total
level of assistance to be provided to Kenya by
tler Majejsty's Government during trre current
United Kingdom financial year to somefl8| million, which exceeds l0 per cent of the
monetary part of our gross national product. The
British Exchequur also bears the coet of the
Colonial Development Corporation's investments
in Tea Development and l-and Settlenrent and
guarantees our loans from the International Bank
for Reconstruction and Development. The tolal
comes to well over f20 nrillion. I hope that the
House will join me in expressing !o Hei Majesty's
Government and the British taxpayer our most
grateful thanks for this generosity.

Mr. Speaker, the past year saw a financial set-
back. What I ,have said today shows, however,
that the economy is basically sound and that the
conditions for progress are present. The Govern-
ment is determined to make the best of tbose con-
ditions and to lead the country forward to a
prosperous independence.

Mr. Speaker, Sir, I beg to move.

The Minister for Legal Affairs (Mr. Griliith-
Jones) seconded.

Question proposed.

INTERRUPTION OF BUSINESS
The Speaker (Mr. Slade): In accordance with

custom, this debate will now be adjourned until
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ADJOURNMENT

. The Speaker (Mr. Slade): Tlere being no other

Uuri*ti on rhe Order Paper Council now stands

rJfri""O until tomorrow, Wednesday, 17th

May, at 2.30 P.m.

The House rose at ftltY minutes
past Five o'clock.

Wednesday, lTth MaY, l95l
The House met at thirty rninutes past Two

o'clock.

lMr Speaker (Mr. Slate\ in the Chuir)

PRAYERS

COtv{luUN|CAT|ON FROM TIIE CHAIR

Postrtorv oF TIIE Cnoss-BeNcurns

Tlre Speakcr (N{r' Slade): Hon. Members, I am

inforrnetl that certain lvlembers would like to

establish their position as Cross-benchers; that is
to say, as Menitrers who are independent of botlt

the Governnretlt and the. Opposition, and free to
side rvith either of thent on any particular issue'
'Ihey will doubtless declare that position very

s;oo,i by rvhat they say in this Council; but the

arrangeruent of the scating in the Chanrbcr is

such that there are not actrtally any cross-

benches.

Therefore, without presuming to dictate where

any hon. lvlember sball sit, I would stlggest that
we regard a few seals at this end of the Opposi-

tion ilenchcs, near the Chair, as rescrved for
those I\lenrbers wllo rvish lo adopt thc position

of Cross-benchers. I undcrstand that, in fact,
some such arrangenlent has already been made'

NO'IICES ()F- \40'l loN
Douur.t-Pr,Y SltrtN<;s

'Ilre l-earlcr of Government llusincss and

l\Iinislcr of Education (Ir{r. Ngala): N{r' Speaker,

Sir, I beg to give nolice of the follorving
lrlolit-rns: -'['rlr-r this Council agrecs to sit on the ntorn-

ings and afternoons of 'Iuesclay, 23rd Ir{ay, and

1'hursdaY, 25th NIaY, 1961.

SusprNISIoN oF SI'^NDIN(; C)nor-ns (ll'lu):
Ptoceounn oN FtN,rNclru Sr,rr.pptcll r

Trtrr Stlnding Order No. t l'tn be suspended

lo lhe extent necessary to enable lhe debate on

the Financial Statcnrcnt on the Annual Esti-

nratcs to be extended to eight days exclusive
o[ tlre Illovcr's spccclt and rcply.

I-Itll't-at'lou oF Dt'sa't'E

Trl,r:' spceches in the debate on the Financial
Staterneni on the Annual Estimates be linrited
to 30 minutes cxcept in the case of three Ir{ent-

bers of the Governtnent side in addition to the

lrlover and five lr{embers of the Opposition
whose speeches shall not be so lirnited.

lTrH MAY, 196l
Comnutnicatiotr lrom lhe Chair 54

51 Adiounrntettl
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