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I attach a draft reply to Mr.Mille's
questiomnaire; Mr.Clauson has furnished the answer
to the last question, |

The reply does not desl with the point in |
Major Grogan's letter to the "Mmes" of November |
26th (No.3 on file). If it is thought that

reference ahould be made to Major Grogan's suggestic n
& separste note will be necessary pointing out that
his figures are uu\nrn:;‘hst Railway finances q'ﬂz-‘
quite separste from those of the Colony so. that even
if ‘the suggested financial juggling took place it
would be the Asilwey and not the Colony whieh would 3
bensfit, ]
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1 5

ean produce.

| mlee tnelude, 1n Sase they have Bet get it, & Sepy

l.‘nl.ym:‘
to do the Secretary of Stat 's work for him, but
now ask for s précis of the wOfhedel position of ;
Kenys showing the amount of public debt, the annusl
interest and sinking fund charges and the surplus
balances together with s similar statement for
Uganda and Tanganyika. The Board 1s no doubt in
Possession of the annual financial reports and
statements issued by Kenys, Uganda, etc. and, s,
presumsbly, in possession of copies of the annual
estinates from which the information can be extrected
J8st as well by the Board as by anybody in this Offies
1 suggest then that the Board be informed that
full information regarding Kenya's Tinances may be
obtained from the Pinancial Beport and Statesent for -
the year 1933, of which they no doudbt have s copy,
and that similer informstion can be gathered from |

Reports produced by Ugands sad Tengaayiks. % Sl

A

the Statesent o Colenial Losns, submitted te
Gouncil in Nevesber 1834, o per oopy herewithe
Al put bl e &N s T emell
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5ir Joan Caulcutt seid tast he intended to
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-{when closed will show a small
surplus.
The total revenue and total ex-
penditure  incorporated in  the
Scooumts of the year up to and

{Pwtails of such ontries and adjust-

Cfes -
g 4.€ :

it
'

o)
khow the surplus was resél

.| five successive

No. 315
misw-—at least until jt ‘kno\:’(-lx
an
from what sources it emerged! It
will be recalled that over a vear
ugo, when the 1934 Estimates were
framed, the _paper surplus was
raised, with the aid of the Select
Committee, to a figure of £10,962.
That was considered to be reason-
ably satisfactory- since it followed
deficits from 1920
10 1982 totalling £676,000. Gov-
ernment claimed that its estimates
of revenue {71934 had been
framed on sound and conservative
lines while expenditure had been
curtailed even  beyond the figura
suggested by the Expenditure

Advisory Committee, The 1934
Budget had a kigdly reception. It-;
was regarded as evidence of Gov-

Albhough the final revenue and
expenditure figures for 1934  will
8ot be kmown uutil the Colony's| |
bookd for the year are closed about
the end of March, it appears prob- |
able on the information now avail.
Mhile that the accounts of the year

ineluding the

are —
Revenue
Expendliture

December accounts

£8,180,5
£8,176,

n

£

Surplus 8,936

The sceounts are, however, sub-
Jeet to the inclusion of entries and
sdjustments largely relating to the
spportionment between the Terri-
tanies oonesrned of the revenue and
sxpenditire  of Joint  Services.

ments are not yet available but it
% not considered lkely that they |
will, on balance, materially affect
the differenioc between total revenue
sod totel expenditure given above, |
The anginal estunate of revenue
for 1904 was  £8.198.073 and the
originel esthimate of expenditure
3188 041
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KENYA FINANCE
A 1934 Sarplus

The tiovermment of Kenya may
el dinponed 15 refer all she eritics
o fimancial  policy—and they
have boes unususlly numerous and

= lo the unexpested

e

funy
bn ool wisdom and faith,

Phos for U84 for the answer o

doobs st in recent months

It

[would have some justifioation in

g s bevense for the pre-
L

ording ¢ W

ST a
by almwest
remotiraes.  The

ernment honesty. But as the year
went on. Government found that
the estimates appeared to rest on,
a foundation Jess sound than the
Legislative Council contemplated a
year before. The revenue expecta-
tion was reduced in November
last, after contemplation of the
Beptember figures, to £3.157,503,

8 cut- of £41,878, because sub-]

stantial shortfulls were expected
from Customs and Native Hut and
Poll Tax. Customs alone was
reduced from £625,000 to £600,000
and Native taxation was expected
to show u shortfall of £42.000.
During the first nine months of
last year the value of exparts fell
by £870,000. At the same time
Government, revised, its estimates
of expenditure and found that after
taking into - account all savings,
expenditure would aetually increase
by’ £24,000 from the oFiginal sanc-
tioned figure of £3,188000 to
£3,312,000. Consequently as re-
cently as November last, Govern-
ment anticipated that 1934 would
close with a deficit of £54,000.
Instead, it is in the happy position
of reporting s surplus of just under
£4,000, subject to minor adjust-
ments, In actual fact, the acerued
revenue for the year exceeds the
tevised figure of £8,157,000 by
£28,000, but it is £19,000 below
the revenue which Government
originally budgetted for when the
Estimates . were framed late in
1988, . On the expenditure - side,
the actual total expended was
£8,176,565 which is  £86,000
below the amount Government
congidered necessary five months
but  only £12,000  less
than the smount for which the
wountry budgetted originally It
is, however, reassuring evidense of
progressive departmental savinge.
Although o surplus of £4,000 will
make ne appreciable difference to
the financial position, it has a moral
value in that it interrupts the con-
tinuing series of deficits  which
alaemed the country last year and
contribited 10 the outburst of pub-
Be opinion here and to the eriticinm
Kenyn finances o Hritwin. 1
PPy circumstasce 8

|| ten up on the revenue side. It

5.47..
due o thefuct that gill»()dgemha
baye improved in value and, undex
&I;reqmt system of book-keeping,

¢ Colany's investments were writz
remaing fo be disclosed haw far yu?g

P dition of the Treasury
is due to a revival in trade and to
what extent it is due to the fortui-
tous eircumstance of an increase in
value of investments over which
the Government has no control and
which cannot legitimately be ac-
cepted as evidence of financial

astuteness. In any event there is
profit in belittling a surplus,
m whatever source, If it is a
ppy augury, let us regard it as
and hope that it means the
L of the series of disastrous
ts which nearly brought the
country toits knees. Nevertheless,
it would be foolish indeed to assume
that a surplus of £4,000 can or
should make any change in the
policy of further economy for
which the whole country is press-
ing or that it will in any way alter
the character of the demand for
reduced taxation which was voiced
last year and will most assuredly
ba reiterated in increased volume
when the 1936 Estimates are pre-
sented. The only test of the real
nature of the improvement  will
be its continuation this year. Tm-
ports can only be consumeq if the
community’'s purchasing  power
improves and since the main
source of wealth is still agrieul-
ture, it is difficult to avoid attach-
ing some importance to two figures
already quoted: 4he drop “in the
value of "domestic exports last
year of £370.000 and the official
expectation that Native taxation
would vield £42,000 less than the
estimates. These figures are a
more trustworthy indication of the
internal position than an accident-
al improvement in Customs or a
book éntry based on improvement
of gilf-edged stocks. The outiook,
however, is definitely brighter.
Trade is reacting to slowly return.
ing confidence and gold mining
expenditure, and the coming of
the rains and the disappearance
of locusts have together put new
heart into'the producer. But one
good season will not pay the farm-
ers’ debis or restore Native losses
and even though Kenya has hand-
some surpluses for the next five
years that:fact will he Wp justifi-
eation for refraining from the at-
tempt to bring the recurrent costs
of the Colony. well below (heir
present inflated figure, and ke
ing them there
e
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A9k Besesher 1904,

i dear “ttemday,

No 0 Sony Wasie for your lether of LISk Decesbher
" etlitaing the tamem cnshartisst o Oregen’s artiele
Qitwr/, In the “Thmy'. Gregen is & diover sod siachievens
/-ncm.m—‘,...-m
ol ae. Be bs alwys & geod \axget for angene whe
s She Mesuletor wnd whe ma giee the Lime b smiing &
Comsldoped reply. % in Bage do net b Mie cerieuly
ot | grastly regret Mat the Tims® ime eeugt 114 te
ave Min piliolty. | wieh Wy cmdd b permemded Vo
e te delng 0o
e Janh griinle on Badiee Dumtion which alee
L B -
- 4 M e 0 aElnete Wsrelres evs tew
i St .  Tome
mlnka | asmeia S e Putuse U geerel mie
of fab by /% et Sile el o & lans of abewt G0, 000
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& yoar with e consequential reduction in essential services.
In pregtice 1 always lower tie rate - sometimes halwing it =
for tribes who are "up againet it°. On the other hand
tribes 1ike the Kikuyw and the Kavironde can well afford te
oy oven more than the cwrrent rate. It is interesting to
note, however, that we are having the greatest diffieulty in
collecting taxes from these two tribesy the reason pub fore
ward being that they are copying their Suropean bwethren whe
objest not enly to any increased tamntion bul even to the
taxes which they themselves volunteered to pay shen thay wished
o ssonpe Inceme Tax,

Yours sinoerely,

BYRNE

r KoCulisGop CoBay OuBeEup
R N










GRAND BUILDINGS,
TRAFALGAR SQUARE

LONDON, ge:

19th December 1934. g

The Under Secretary of State,
Colonial Office,
Downing Street
S.w, 1,

8ir,

At the last meeting of the Executive Council of this
Board, consideration was glven to the statements of the Governor
in presenting the draft estimates for 1935 at the Kenya Legislative
Council. In particular it was noted that the 1955 estimates
Provided for expenditure exceeding the 1934 figures by some £47,000,
and that the Governor stated that this increase was due to
unavoidable fixed obligations, including pensions lnd loan .charges.
S The Board has appointed a small lub-oo-lttu of its
members to study this question and 860 how far it can offer any
constructive suggestions in the matter; and I have been instrusted
in the first place to ask you whether it would be possible to
furnish the Board with a préeis of the finaneial position of Kenys
at tlu present time, showing the amount of the public debt, fthe
Aml intorolt and .mnng fund charges, and the surplus balances.




The Under Secretary of State.
e

At the same time it would help the

19th December 1934.

Board materially ir you could
let me have a similar statement for Uganda and Tanganyika.

I am, Sir,
Your obedient servant,

—

SECRETARY.

e




Mr. Tominson.

y Sir C. Botiomiey./(-(%
Sir J. Shuckburgh.
Pormt. US. of S.
Parly. US. of S.
Secretary of State.

11 DEC 1954

YL\.\M\B.V.

“*“""‘\“"\"T'r'

(Bigied; W 0. BOTTOMLEY




Dea: ur, Mill

You letter of the 30th of “ovember. I anm sorry

it has taken some little time to Qrovide the informetion

for wnien Jou aszed, but I pow enclose a nate ¥aich has been

prepered in answer to the uestisns in tne 1list g dended to

your letter, together »ith & €20y of the Annual T ade Feort

of Kenye and Ugania referred to in the answer to Question 8,

Yours very truly, -~ -~ <

‘ﬁf‘_’/




3¢ mav,ae,e00,
B, T Aleviastien Ls wrbitrery et the following
analyeis s o gested: -

(s) Bupredwesive.

(1) Leat % Keape-Ugands Hallwey® £13,28),608
(88) Leat % Lamd Desk 500,000
(884} Lemt % lasel swthorities 530,847
(4%) Sater Swpplles » 228,706
£14,008 .0,
(%) Saresretmsdive. B
(1) rbide wullatags, £1,808,198
(11) Mesds, Wriages, ete. 328,279
(a1) “‘m frea 600,000
un‘-u--.I ineluding 36

| . sipenses of Lssus ote, .
' =T ‘ £2,007 200

Be  In e seee of W Lans shews wnder (ndy (3) (84) wna

(A5} shove full intereet wad sinking fend sharges are
Pald e \he Sers Sovermmest Wy Vhe Keaye-Geads Aadlwag)
e Land Bank Beard sad W Leesl Aetherivies




.

(0.8, poge 27)

e

5°083 % (+ 1% Sinking Pund contributien).
(Based on 1934 Setimates).

(s) Isteductble (Bess .&m . zz
m. - -
(d) Deparwmental £1,707,

Total nets axpenditure £2,111 ,565

(Based on 1954 Setimates)

OCustens and Exolse £647,500
Native direct taxation 71,207
Non-mative direst taxstion 86,000
Selaries lewy 46,500
Yarious taxes, llcences, ete. 454,720
Surnings of Gevs, n—r—-n‘
Paguente for Gevi. servises 237,198
Self-balancing beparimente. 198,596
Sales of Gevh. land wnd prepery 34,078
Kl soellenes wr -, 19
E——
PR .

Densstie speris [res Leays An SOL-00 were vealued
(P00, Esmpn Port) ot SA,040,074, 8,000,902, sad
C8, 008,090 recpmetively.

Bage ferme part of o Oustens Tnien with Ugends wad the
Teagaayile Tervitery ol shares - commen Ouslons
Adniatetruiion with Upsads. 1% will e seen Tres e
Sansned Treds Bepert Vel empufete Weds stetistics fer
nw s reletion % Laperte) are met
avalleble.



T™he tetel laperts and exports of Kenye and
“(“-mumomwu
were valeed stie

lagerss. AXperia.
a £6,087, 708 25,788,098
1% £5,009, £33 £6,080,062
1933 5,184,443 £7,572,900

Po WThe mariet value of Slaking Punds oo ot 30% Nevesber,
1084, in respect of E17,800,600 Publie Debt wes
a0, rer,

) The assets shown in the Oslony's balence sheet on the
Blet Sepbember, AOSE, smeunted te CL N8 144,

This igure say b analyeed as fellows!-
(1) l-:r.-, bt net  2ebe 00

(44) o Bale againet Sevings  £311,808

(miuumu e
3 Ry LaRR,

(4v) Bmilecated 5seres 88,578
(v) Verfbws (losleting werking see) 200,488

L, 408, lee
Boe e Mguiiy e Shakiag Pends (9 (0) shewe),

O ATt B SNher weee e mepent Lesn Beleness
(0 (0 (0)) wonid aneunt % & oo of Taith WA e
Sleskheldere.  Ghjestiens of e ceme wrder sewld

-“--q,lb—h--u-n-m (ITTR
~~~.~~~N (A1)
are Seretienily sijesh S reesil Wb seuld et ot




(b) (iv) and (v) have already been reduced to the

1o'o_ct pouﬁlo amounta,

M+ The externel exehaags velue of the Hast Africes shilling

ie fixed by the jriee st whieh the Bust Africen Gurrency
Beard is prepured %o duy and sell sterling for Bast
Africen shillings. The firet objectien e any ferm of
dovelmiion ie thet She Curreney Board would have extreme
4ifflewlty in explaining %o people in the United Kingdom
w.muv-u--nm«-ummnmur
Suns in sterling, they would ealy be prepared to give them
sualler amownts of sterling for later transsotions in the
epposite direetion, Insddentally, sush e change could
uth-“t.wmn-uuhnu-mnu
t0 Ugands snd Teageayilka Territery.

The seosnd ebjectien s that an arbitrery
slferation in the exehange value of the East Africes
mmmm;-maumgm.umn
mn-um-tmmw. There is et
M-mmmmmmum
mcmmm:-mw-mmmm
CXPOFS products or prodwsts of lecel wes and betweern those
preducts and the lecel eurrency. An individuel owning
mm-ﬂﬂl‘hﬂmiﬁhu-‘m.
nillet, malse, Demanss, 0offee of cotten and i he hes o
m*.ﬂun\.umﬂ-huunnnn
m~*“dnhmunmu

IS 10 W Feference %o Whe value of




altersiion in the valus of certain of thess commeditics
.‘lﬂ\do-"o. uﬁnwnmm‘
Ve %o Neep wges wmehanged the Tiret effeet would be to
Lower the standard of uvmum-‘mm this
“-Mddw-nnmmnhmh.
would prebably be rectified W s general rise of wages
whieh would do wweh %o nullify the initisl sdventages
gained W e spleyers in the redwotion of their ocests.
The shird ebjeotion is thet the inorease in
the valwe of sxport commodities in terms of locsl
surrenay would Send % divert produetion from commodities
of demsetic senswmption %o sxport commedities., This
would Mave twe affests, In She firet place it would
reduse the supply of demesticly consumed preducts and so
Vend %o imsresse thelr price in terms of lecal ourrenay.
In the seoepd - place 1t weuld stipulete the sxpert of
szperts preotustes (pertioularly of aanwsl orops) and thus
Shrew sxtrs supplies on She world sarket and se depress

the werdd priee of these commodities snd thus cheak the ;i
riss i Lol prices or even senpletely prevemt it, (The
Jast Gapresistion i e wlwe of New lesland owrrenay
was followsd W sa sobenl Sull An the price of New
Sealand Wetber hn tamme of New Sesland swrranay oving te
She strs supplias Shrewn an The aareet, )

e Dowrth shjeation Ls St e depreciation
of e losnl swrventy weuld Laeresss e burden, in terme
of Shad survenay; of She sterling Sanges (debt service,
ponaions and Glher supinass) of We Best Afriewn
Governmsnte snd Ve Radlwsy ‘deisistretion, sad this
Surdan weunld Bave 40 e et W e daeresss in tammtien
whleh weuld e applisalis W svenpene in Whe Tersiterics




whieh really requires very such fuller trectmsat than is |
posaibls within e linite of & Wrief note, but the
above are the salient sbhjections.




Le  EA7,B00,800.
#. T™he dietinetion is arbitrary but the following
saalyeis 1s soggested: -
(=) Besreduesive.
(1) Leat % KeapusUgands Rallwey®
(85) Lent %o Lend Benk
(84) Lemt %o Leoul Autherities
(4¥) vater Sugplies

(%) Unrearedeesive.
(1) Peblde bulldings.
(41) Neads, wri ahe, Y

-

(444) Bepaymens of fren
revenus

(t)%“
" ipemaes Lesue ote,

.

B 0 e saee of Whe 10ens shown wnder (o), (1) (81) wne
(A44) shewe full taterest snd siaking Dund charges wre
palA %o Whe Kenge Govermment by the Keays-Ugends Aallwey,
Ahe Lend Besk Board sad e Leesl iutherities respestd
ie regards (1v), Governaent reselves abowt 040,000 (gross)




7 i

'._ 4o B°088 % (+ )4 Sinking Pund contributien).
B (Based on 1934 Eetimates).
(a) WM' £383,819
o )

(®) Departuesial £3,707,740

Total nett expemditure £8,111,665

6. (Based on 1934 Estimates)

Custons and Bxoise £647,500
Native direct saxation 571,257
Nonemative direct texation 86,000
Salaries levy 46,800
Various taxes, licences, ete, 254,725
Bernings of Gove. Departments)
Payments for Gevi, services i 237,198
Rent and n.,nu- Lrom Govs. g
-Selfebalancing Departments. 196,59
Ssles of Gove, lend and property 36,078
Misesllaneous 46,299
£8,102, 008

Y. mm-—mum—-m
(Pe0.Bs Kengs Pors) ot £2,343,074, £8,200,062, snd
£8,848,990 respestively.

8,  Keays forme part of o Oustems Unfon with Upsnts wnd the
Tenganylke Torritery ami sharce u cemmes Oustems
'm‘.u-. It will be som frem the

(6e8. Page 27) anmgiet frede Repert tiat sagurete Wede stetietiee for
Keays (empestally in relation te imperts) are aet




9 ’ g

he total Luports snd sxports of Kenys and
%C““h‘ Bisit and trene-ehipment)
were valued aty- -

Isgorts. ort
195 £6,037,%08 £5,788,592
1932 £5,009,235 - £6,085,862 -
1933 u.x«.ua £7,872,907

s N!l’-un value of lm Funde as at 30th Novewber,

1954, 1a respect of nv.n.ooo Public Debt was-

1,294, v2r,

ﬂ‘“*h\ﬂmum‘o dutu&,“:’.i

s
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(») and lv) Bave already beem redused to the
swest jossible smeunts.

vales of the Men
Lo Cinet by e Wiee o4 Witk e ot
numbwaamu
Afvbees ELMINGS.  The LUPNN GbJeetien to sy famm of
Sovalantion Lo Wat She Owrengy Beard would have extreme
AAfSiaty s wplaiaing %o people in the United Kingdon
Wiy Maving given Shes Bnet Af¥iesa shlllings st gar for
ouns In sherling, Whey weuld enly be jrepared %o give them
Saller smeunts of shariiag o later SPwnscotiens in the
Sopeeite Mlvestien, Ineldentally, seth o change could
S0t be nsde B0 Begs <leney 1% Wuld have to apply alee

m&g—mumu-u.u.
Poughly et Nie Fheld Wil be ssserdlang se be pute 4
*”” % Ae Wy retenmnes %o Whe velus of
Loenl ewvenq 8 Lecsl Senmedfticc Vha! sia Wlec .
- s ase flzes.
lﬁ-oﬁmh.--”
Tolus of Ve lesel mrPeney Where cowis be o lemediste
[ sibemsties




Selned W Whe enplapere 1n W redeetien of Welr ssete.
-.ﬂmu-.n-.u--n
e TRine of cpert semadities 18 Verme of lesal

would have See affeste. s e firet place 1% wewda
“ﬁ’ﬂm-—umuol
i L T I S PR ——
i L R e —
“mmnwmuu
She BRI Piee of Mhswe sameaities i thee ehest the
el R ———— (v8e
m_p-*«-m—“
S Pollemnd by w8 aetend BL) bn W pries of New




"hather Shay ware predusing fer sxpers or net.

The TLOW shjeetion Ls et there would be &
wma-m-ummu.m
(mmum ey ) of privese
individemis,

nuuum.n\-mu-
Whish really requires very sush fuller trectasat thas ie
posniile within The Liaite of & Wief nete, Wt the
Shove are the sllent shjestions,
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Dear Freeston,

4, MILLBANK,

£

A

WESTMINSTER,
LONDON, 8.W. 1.

(vicTORIA 7730)

3rd December, 1934.

In accordance with your request on the telephone,

I give below the value, at the mean market price on the 30th

November, of the sinking funds of the undernoted Kenya loans.

Year Amount of Rate of Value of
Issue stock Interest Redemption |Sinking fund
outstgnding
e
1921 5,000,000 6% 1946-56 924,1;1
1927 5,000, 000 5% 1948-58 207,724
1928 3,500,000 4% 1950 142,796
1930 3,400, 000 4% 1961=71 17,800
1933 305600 3% 1957-67 3276

L.B.Frecston kag.,

W

Yours sincerely,

Audhs

| 7
6777




Teisruous Mawsiow Hoosz 4708 4 1578

November 30, 1934,

Dear Mr. Boyd,

You were good enough to say
yesterday that if I were to specify the
points on which I would like information
you would be s0 kind as to provide {t.

1 am teking advantage of your kind offer
by attaching hereto a list of questions.
I send you in antioipation my greateful thanks.

Yours faithfully,
g/ ) D)

B. B. Boyd, Esq.,
T™he OColonial Office,
Domning Street,

8. ¥ 1.




Latest debt total:-
How much is reproductive:-

To what extent this reproduotive expenditure is self-supporting:-

Average rate of interest on total debt:-

Ourrent gost of Government services:-

How mubh 1s met by taxes and duties of all kinds:-

Value of exports:-
Total trade:-
ANOuRS of sinking funds or other financial resources:-

kS

Is 1% possible to re-liquify these funds in order to ease Budget
burden, thus avoiding new tax burdens and enabling present burdens
to be reduced®:- .

\y What objections/




K
]

What objections are there to depreciating the velue of Kenye ourrency
@s Australia and other primary producing countries have done, but
retaining at the same time the link with sterling?:-




