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1. 10/4/68 

2. 4/15/69 

3. 9/30/69 

4. 10/16/69 

5. 1/10/70 
(Arusha) 

"' 

Uganda: 

EAST AFRICAN COMMUNITY 

L. Kalule-Settala, Minister of Finance 
A.J.P.M. Ssentongo, Secretary to the Treasury 
J.M. Mubiru, Governor, Bank of Uganda 
S. Nyanzi, Adviser, Chairman, Uganda Development Corp. 

Tanzania: A.H. Jamal, Minister for Finance 
P. Bomani, Minister for Economic Affairs and ~velopment 

Planning 
J.D. Namfua, Principal Secretary, The Treasury 
E.I.M. Mtei, Governor, Bank of Tanzania 

Kenya: J.N. Michuki, Permanent Secretary to the Treasury 
D.N. Ndegwa, Governor, Central Bank of Kenya 

Kenya: 

J. Stewart, Economic Adviser, The Treasury 

J.S . w. Malecela, Minister for Communications, Research 
and Social Services, East African Community 

Mr. Kitoriko 

Robert John Ouko, Eastern African Minister for Finance 
and Administration 

Bruce McKenzie, Minister of Agriculture and Animal Husbandry 

Tanzania: Paul Bomani, Minister of Economic Affairs and Development 
A. H. Jamal, Minister of Finance 

Uganda: 

J.D. Namfua, Permanent Secretary to the Treasury 
E.I.M. Mtei, Governor, Bank of Tanzania 

L. Kalule-Settala, Minister of Finance 
E.B . Wakhweya, Permanent Secretary, Ministry of Finance 
J.M. Mubiru, Governor, Bank of Uganda 
A. Ocaya, Commissioner for Economic Affairs, Ministry 

of Finance 

J.S.W. Malecela, Minister for Communications, Research 
and Social Services, East African Community 

Working dinner: 
J.S.W. Malecela, Minister for Communications, Research 

and Social Services (Tanzania) 
Robert J. Ouka, Minister for Finance and Administration 

(Kenya) 
I.K. Majugo, Minister for Common Market and Economic 

Affairs (Uganda) 

1/11/70 Z.H.K. Bigirwenkya, Secretary General, East African Community 
(Arusha) 

1/20/70 Robert Ouko, Minister of Finance, East African Community 
Sa. January ' 70 "Random Thoughts" ' ., 

6. 9/22/70 
(Copen.) 

Kalule-Settala, Minister of Finance (Uganda) 
Paul Bomani, Minister for Economic Affairs and Development Planning 

(Tanzania) 



7. 7/18/72 

8. 7/28/72 

- 2 -

Al Noor Kassum, Minister for Finance and Administration, 
East African Community 

R. K. Kitariko, Secretary for Finance and Administration 

W.W. ~etsiba, Minister for Communications, Research and Social 
Service 

David Mwiraria (Kenyan), Secretary for Communications, Research 
and Social Services Secretariat 
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Tbaieool'\1 

Bowar4 i. Tolla7 

OotobGJ' 9, 1$68 

Mr.-~a.~ • MeotJ.Da with the Delagations trom Xeeya, 
fuur::mia And Uganda .. lu3Q p.m., October 4, 1968 

VOAtlDA • Y.ll'. L. Eal.ule..Settala, Minister ot Finance 
Mr. A.J.P.l·I. Ssantongo, SacretarJ to the ~aS\117 
Hr. J.H. Mubiru, Governor, Bank ot Uganda 
Hr. a. lqami, Adviser, ChD.irman, Uganda DeveloP­

mont Corporation 

• Ml-. Ae B. J8llnl., Minister tor FL"'lrulCo 
~;tr. P. Boman1, 11in1.::Jtor tor Economic Affairs w 

DevalopmGnt Planning 
Mr. J. D. Namtua, Principal Socret.s17, 'the 'lreiUSl'IZ7 
Hr. a. I. H. Ht.o11 Qovarnor, D&nlc ot Tall~ 

• ~. J. 1. VJ.obWd., l'armanant Seoretart to the 
1'reasur;r 

J.tr. J). N. Nd.egwa, Governor, Cantral&nk ot lteJll& 
Mr. J. StGvan, Kconomio j,dv1&Jar• 1'h$ ~ 

• Mr. McNamQra 
Z.h-. Knapp 
Hr. El. ~ 
HE-. tollq 

The \wo aa1A topioa ot d.1souaa1on ware 1 

(a) !he role of Dank•a Permanent. Mission in Eastern Urioa and 

(b) 1'he posD1b111tiea ot luther econ&lmio cooperation in kat 
and llortb .ltrica. 

Role ot tha Permanent Misoion in East Atr1ca 

lleesrs. Xal.ule..&ttal.a, Jamal and Michuld. each stated that they 
vere glad that the Bank bad an office in East Africa 8Ild that they found 
its oarvicoa useful. Mr. Ital.ulo-sattala ouggeatod that more of tb.a 
detailed diocuosiona and nocot1at1ons on projacta bo hold 1n EQst Atrica, 
after gonor\11 poli07 a~eement had boen roached 1n oach caso bet1.zaon 1lnnk 
boacl(lu.Qitora an:1 the Qovommont. Doth 1-Ir. Nwntua ot !rcnzo.nia and 1-t. ... 
Ssontongo ot Uganda noted that tbora G.ppoarod at timos to bo a l.o.ok ot 
coo~·tion betwoon Bank beadqun.rtora and th~ R-DW\ ainco thoy uomotimo 
rocoivod. oont11ot1zla o.4v1oo t'ro.ua tho two co'W."oo:s. Mr. UoNa.mo.r4 noted. that 
4Utorencea ot opiniOD vore to bG oxpocted 1n an organi:;ation tho aieo ot 
~ BADk, w\ tbat. w abwl4 kMp. auoh cU.tfaNDCea within the orianization. 
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Possibilities of turtber economic cooper ation in E:lst end Uorth Atriea 

The threo delegations expressed support tor continued and expanded 
cooperation in tho region. 11r . Kalule-sottala noted that lcnya1 Tanzania 
and U&anda bad alrend3' cor.:a a long way in this roc;ard. Bo cited as an 
il:lpOrtant step fon:ard the appointzro.3nt of Permanont East A.trican Mini3tors 
by each ot the Oovernment.s 'Who spend full time dealing with roeiona.l atraira 
v1th1n tho framework of the Treaty on East AfriCilll Cooporation. Roco.rd• 
ins tho e;ctension of cooperation to other countries 1 121" . Xnlulc- S3ttal4 
mted thnt Zambia and Ethiopia had already approa.chod tho Bast African 
Coomnmity but that it would take considerable ti.mo betoro they could be 
brought 1nto the Community. In responce to a queey by Ur. ttcNamara as to 
wb.y there would ba a delay in ndmittiDS additiono.l countrieo, 111'. ~:Iubin 
of Uganda explained that thare wre Q.:mY corJPlox problems i.Dvolwd in 
br1~~ in now r.or.boro . It uould bo no cos~ t o otudy i n d~pth thl) 
o::.i'cct.~ o..o "·lO exist ing mombGra which would result !rom 1n~grating nov 
e>conor.d.oo into tho Community. He oited lack ot comrr.unicationc and possible 
contlicti.Dg currenc;v policies as problems which would haw to be dealt 
with. 1-tr. r~a said that the B3.nk wi:Jhed to holp t ostcue 1n arif Wf1'1 
posa1blo tuture economic cooper ation 1n tbG region. 

Bo tbank84 the d.elep.Uon t w t beiz' visit IUl4 for views that the,­
:ham upr euaed. 

, ' 

oo a Mr. Mollamara · · 
Mr. Knapp ' ' ' 
!2r. El E:Dal7 
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FoRM No. 57 

TO: 

FROM: 

SUB J EC T : 

I NTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
!-lr . R. S . McNamara 

J. H. Williams/~. 
East African Community 

D ATE: April ll, 1969 

Mr. J .s .w. Malecela, Minister for Communications, Research and 
Social Services of the East African Community since December 1968, 
is in Washington as head of the delegation currently negotiating a 
Bank loan of $32.5 million for the East African Harbours Corporation. 
He would like to pay a courtesy call on you. 

In our dealings with Mr. Malecela, we have been impressed by 
his constructive and diplomatic attitude. I believe it would be 
helpful if you could see him. Depending on the progress of the 
negotiations, he is hoping to leave Washington next Wednesday, April 16. 

I attach a short biographical note. 

Attachment 

r 



Mr. J . s. W. Malecela 

Mr. Malecela, who was Tanzanian representative at the United Nations 
and subsequently Tanzanian Ambassador to Ethiopia, holds one of the key 
posts in the East African Community, that of Chairman of the Cormnuni.ty1 s 
Connnunications Council. This Council is responsible for the general 
control and d:irection of the corporatJ.ons which operate the common s~rvices 
of the Community - the airways , harbours, r ailways, and posts and tel e­
conununications. These canmon services are the main areas of cooperatim 
within the East African Communi. ty. 

The IDast African Community was established in December 1967 by the 
Treaty for East African Cooperation between Kenya, Tanzania and Uganda. 
The Community replaced the pr evious arrangements for economic cooperation 
between the three countries that existed under the East African Common 
Services Organization, ~ich itself was set up in 1961 as successor to the 
pre- independence East African High Commissim . The Bank has made three 
loans for the Common Services in the past: one of $24 million in 1955 
for the rail ways, $38 million in 1965 for railways and harbors, and 
$13 million in 1967 for telecommunications . The proposed harbors loan now 
being negotiated, however, would be the fir st since the Conununity came into 
being. Loans for railways and telecommunications are in the FY 1970 
program . 

The East African Canmunity has experienced some difficulties in its 
short existence, mainly due to initial staffing deficiencies and to political 
differences and conflicts of interest between the member Governments , arising 
out or the feeling in Tanzania and Uganda that the Community' s development 
efforts be l argely devoted to helping them catch up with Kenya. When 
Mr. Malecela mok up office last ~cember, after his predecessor was in 
effect sacked for improper interference in the affairs of the corporations 
and ineffectiveness in his job, these difficulties within the Community were 
particularly acute, and a hiatus in the Community• s affairs had existed for 
several monthso His efforts have already resulted in an improvement in 
the situation . In early March, for example, the Colllllunications Coo.ncil 
finally approved the 1969- 72 development program of the Harbours Corporation, 
on which the Bank ' s project is based, after several months of indecision. 
The development programs of the railways, and posts and telecommunications, 
which similarly will form the basis of the Bank' s prospective lending to 
these common services, have also now been passed. 
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1 FoRM No. 57 INTERNATION AL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOC IATION REC~STRUCT I ON AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: The Record c 

FROM: Howard E. Tolley Wt 
DATE: October 8, 1969 

s UBJECT: }feeting of East African Delegations with Mr. McNamara 
3:30 p .m., September 30z 1969 

Present: East African 
ColliDunity 

Kenya 

Tanzania 

Uganda 

Bank 

- Honorable Robert John Ouko, Eastern African Minister 
for Finance and Administration 

- Honorable Bruce McKenzie, Minister of Agriculture 
and Animal Husbandry 

- Honorable Paul Bomani, Minister of Economic Affairs 
and Development 

- Honorable A. H. Jam8l, Minister of Finance 
- Mr . J . D. Namfua , Permanent Secretary to the Treasury 
- Mr . E. I.M. Mtei, Governor, Bank of Tanzania 

- Honorable L. Kalule-settala, Minister of Finance 
- Mr. ~. B Wakhweya, Permanent Secretary, Ministry 

of Finance 
- Mr. J. M. Mubiru, Governor, Bank of Uganda 
- Mr. A. Ocaya , Commissioner for Economic Affairs, 

Ministry of Finance 

- Mr. Knapp Mr . C. Kahangi, Executive Director 
- Mr . El Emary 
- Mr . Brakel 
- Mr . Tolley 

The following subjects were discussed : 

Regional Industrial Mission 

Mr . McNamara said that he could not understand why the Governments 
had rejected the mi ssi on, which the Bank had proposed t o send to East Africa in 
August/September 1969 to stucty the industrial probl ems and prospects of the 
three East African countries . He considered that the mission would have been 
a valuabl e piece of technical assistance for East Africa. The del egations 
explained that they had not r ejected the mission, but had wished the timing 
of the mission to be different. Mr. ~Namara replied that he would not wish 

• the mission to go at an inconvenient time, and it was then agreed that the 
mission would be rescheduled at a time convenient to all concerned. 

East A.frican Harbours Loan 

Mr. McNamara stated that he was pleased that the Bank had finally 
been able to concl ude the $35 million loan for East African Harbours, but he 
noted that it had taken a ver.y long time for ~he Community to take all the 



The Record - 2 - October 8, 1969 

necessary decisions and cornpL~te all of the steps prerequisite to approval 
of the loan. '!he delegations explained that the CoDillunity is still a new 
organization and that some unexpected difficulties have been encountered in 
its functioning, but tnat progress is being made in overcoming the dif­
filcuties, so th:Jt it is reasonable to expect that the Cormnmity will operate 
more effic~ently in the future. 

Proposed Loan for East African Railways 

Mr . l~Narnara expressed disappointment th~t orders for badly needed 
diesel locomotives, pending for more than two years, bad not yet been placed. 
He agreed that negotiations for the proposed loan scheduled to begin October 9 
could proceed as planned, but he stated that the loan proposal would not be 
presented to the Executive Directors until orders for the locomotives hAd been 
pLaced. Mr. Ouko stated that he hoped that a decision on the locomotive orders 
would be reached at a meetl.ng of the East African Communicrtions Cwncil 
scheduled for October 24. 

Murchison Falls Hydroelectric Project 

Minister Kalule-8ettala stated that all possible measures were being 
taken in the planning of this project to protect wildlife and other natural 
resources, and he inquired as to the Bank's attitude toward this project. 
1-!r . McNamara said that, while he was not perscnally familiar with the deU.ils, 
he had heard a great deal about this project and without prejudging the merits 
of the case, he wanted to make it clear that the Bank would not support a 
project which would contribute to the destruction of nature which is considered 
one of Uganda ' s assets . However, he added that he would be visiting Uganda 
in the near future to see for himself . 

Bank/IFC Investment in Equi~ Capital of Financial Institutions 

Ministe~ McKenzie inquired as to Bank/IFC policy regarding investment 
in the equity capital of financial institutions in developing countries, par­
ticularly those institutions concerned with tourism development . Mr. McNamara 
explained that the Bank does not make equity investments and that IFC cannot 
make equity investments in institutions which are wholly or majority- owned by 
government. However, he indicated that the Bank had relaxed its policy toward 
lending to government-~med ins titutions, and he emphasized that we wish to 
support development of tourism in appropriate cases . It was agreed that 
Minister McKenzie would prepare a note to Mr . McNamara on the question of 
financing tourism in Kenya, and send it through the Eastern Africa Department. 

cc : Mr . McNamara 
Mr . Knapp 
Mr . EJ. Emary 
Mr. Knox 

H..:.'Tolley :jsc 

Mr. Weiner 
Mr . Diamond 
Mr . Brakel 
Mr. Hornstein 

Mr . C. Kahangi, Executive 
Director 
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FORM NO. 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOC IATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Robert S. l1cNarnar a DATE: October 15, 1969 

FROM : 

SUBJECT : 

A. Go El Thtary CVf ~e2..--:f. _ 
Meeting with Minister Male ela 

I attach a short biographical note on Minis t er Malecela and 
I 

a resume of the current state of the negotiations and of the East 

Afri Ca'l .Railways • 

Attachment 

Pr~sidenl has sean 



East African Railways Negotiations 

1 . Negotiations for the proposed Bank loan of $42 million to the 
East African Railw~s Corporation formally began last Thursday, October 9, 
though since Minister Malecela himself did not arrive in Washington until 
the weekend, substantive discussions on the loan documents did not get 
under way until the start of' this week. Substantial agreement has now 
been reached on the major issues raised by the project such as railw~ 
pricing policy, the delegation of powers from the East African Community 
to the Railways Corporation and the under taking of studies of certain 
apparently uneconomic lines and services to determine whether they should 
be phased out or subsidized by the Governments concerned. 

2. You will recall that the Bank proposed to make it a condition of 
our loan that, before presentation of the loan to the Executive Directors, 
the Railways Corporation should have awarded a contract satisfactor y to 
the Bank for the procurement of a large number of diesel locomotives. 
The Railways intended to finance the l ocomotives through bilateral sources . 
The acquisition of these locomotives is an essential part of the railways 
modernization program, and there has been a delay of around two years in 
purchasing them because of differences within East Africa on the matter. 

3· Minister Malecela, who took up the locomotive question as a 
first item of business on becoming Chairman of the Communications Council, 
has informed us that invitations to bid for these locomotives were issued 
in early October, and that following the usual procurement procedures, 
the final date for submitting tenders will be February 19, 1970. The 
present estimated cost of the locomotives is $18.8 million and invita­
tions for bids invite proposals for financing . Minister Malecela expects, 
and we agree, that some four months may elapse before evaluation of the 
tenders is completed, so that a contract may not be awarded much before 
mid-1970. 

4. The main reason for the extended period for evaluation is that, 
in deciding on the award of the contract, the various bilateral offers of 
financial assistance will have to be taken into account as well as the 
bids received for the supply of the locomotives themselves. Minister 
Malecela pointed out that the terms of these financial offers are not 
yet known and are unlikely to be finalized until it is established which 
locomotive manufacturers are in the running for the contract. The mid-
1970 forecast for the award of contracts is thus rather uncertain . 
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5. On this timetable, the presentation of the proposed loan to the 
Executive Directors, and hence implementation of the project, may well 
slip into FY 1971, which neither we nor the East Africans want to see. 
Delays in the project could still occur even if we relaxed our require­
ment, as requested by Minister Malecela, by ~ng award of the locomotive 
contracts a condition, not of presentation but of effectiveness, requiring 
incident~ an unu~ long period for effectiveness . 



Mr. J . s . w. Malecela 

Mr . Malecela, who was Tanzanian representative at the United 
Nations and subsequently Tanzanian Ambassador to Ethiopia, holds one 
of the key posts in the East African Community, that of Chairman of 
the Community1s Communications Council . This Council is responsible 
for the general control and direction of the corporations which opetate 
the common services of the Community -- the airways, harbors, railways, 
and posts and telecommunications . These common services are the main 
areas of cooperation within the East African Community. 

The East African Community was established in December 1967 by 
the Treaty for East African Cooperation between Kenya, Tanzania and 
Uganda . The Community replaced the previous arrangements for economic 
cooperation between the three countries that existed under the East 
African Common Services Organization, which itself was set up in 1961 
as successor to the pre-independence East African High Commission. The 
Bank has made four loans for the Common Services in the past : one of 
$24 million in 1955 for the railways, $38 million in 1965 for railways 
and harbors, $13 million in 1967 for telecommunications, and $35 million 
for harbors in July this year . In addition to the $42 million railways 
loan now being negotiated, a further loan of about $15 million for the 
telecommunications is expected to be negouated in a few months • time . 

The East African Community has experienced some difficulties in 
its short existence, mainly due to initial staffing deficiencies and 
to political differences and conflicts of interest between the member 
Governments . When Mr . Malecela took office last December, after his 
predecessor was in effect relieved for improper interference in the 
affairs of the corporations and ineffectiveness in his job, those 
difficulties within the Community were particularly acute, and a hiatus 
in the Community ' s affairs had existed for several months . His efforts 
have already resulted in an improvement in the situation . We ourselves 
have always found his attitude extremely helpful and constructive . 
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:iieadcouart.en: 
W~U~bington, D.O. 204331 U .S.A. t,u_,f<t 
IKTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT ASSOCIATION 

Ponannont Mit>11.ion in Ecu.torn Afrio~ 
Uuia!•·io HoW>o - Koiuc.ugo StTcot ~t S.-.dl~r Lcmu - Nairobi, Kouy~ 
P .O. Box 30677 - Tolophono 23121 - Cnblo Ad<lrose : INTBAFRAD 

~~~-:cr Xo . 72 

:·~ . :..eif Chris~offerst~n 
?ersonal .;,ssistam; -.;o 1ihe ?residen1i 
Int erna"tional Eank for Recor.struc1iion 

and Development 
\·tashington , D. C. 20433 

Dear Leif : 

January 30 , 1970 

I am attaching a pa!)er which I dict~ted las1i weekend con"taining 
sa:ier.t ;>vints raist~cl d-..!rir.g ;·.~r . :.~cXamara' s visit 1iO kst A.frica . 

As you will note : have "tried 'to cover the more important po1nts 
made by 1iha various Government officials and other people Mr. :~!cNamara 
met a"t which I was present - in particular when auch points were not 
covered in 1ihe documents handed to us in support of their words - plus 
some factual information they supplied . I have not given, of course, 
~ar . McNamar a ' s o•~n reaction - unless he made certain oommi tments or 
promises (of which there are only a few examples) . I have also r efrained 
~rom going into 1ihe details of ~attars which although r a"ther extensively 
discussed at various meet1ngs do not seem to need much elabor~tion at 
this stage , such as the railway loan problem , - which appears to be 
solved now - and the location of industry within the E. A. Com~unity, 
i-Jhich 'I-Ii 11 no doub"t be looked into in detai 1 by the for"thcomine 
industrial mission to East Africa . I did not put in anythine about the 
r-iurchi son Falls project either because I viaS not pr esent at most of 
;.1ha.t was said on this subject i n Uganda. I hope that this r ecord, put 
together in rather a hurry, will be of some use to ~~ . McNamara . 
Please let me know if there i s anything else that he might want me to 
do on this score • 

. I novl pla.n to a r rive in Washington on February the 15th and will 
give you a call soon a:tter my ;;:.rri val if only to hear hovl your unexpected 
trip to Norway for su.ch sad reasons v1o rked out • 

.hll the best . 

c\::: CEl/\E D Yours sincere ly ' 

c . c . Mr . Lejeune 

or.o . ' J. • .. r. ~siGen t nas sGcn 

• 
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Ujamaa concept ~s still lacking appropriate quantification and a 
practical operational approach . Agricultural credit in Tanzania 
appears to be most inadequate. The figure of Shs . 10 million per 
year (presumably excluding short term lending of another Shs . 10 
million per year and also excluding lending to farmers by the 
National Bank of Commerce ) "1as men-r;ioned but not fully sub­
stanti ated . It was noted that finance v1as not the only constraint; 
sound supporting services (research, extension, marketing) 1·1ere 
usually in very limi-r;ed supply too , due to a general lack of properly 
-r;rained staff . Part of the problem \vas also the \'tidely dispersed 
population and the land tenure system which is often based on tribal 
ovmership . Even cash crops are to a large extent produced on small 
farms of some 5 -r;o 10 acres . Large es-r;ates exis~ only in sisal 
(about 1005; all state farms now) and \-/heat ( 70%), in cotton there 
are no large farms at all , in coffee some 20%, and while in tea the 
bulk of proQuce still comes from large estates , the number of small­
holQer gro\'/ers is increasing rapidly . 

II . EAST AFRICAN Cm1Kl"NI'l'Y 

1. Dm·ing the· ...:orking dinner with the three E. J. . Community Min~ sters 
a number of fundamental issues were discussen. They included such 
items as the need for a quick approval of the proposed railway loan, 
the question of allocation of industries as bet\oteen the member states 
and related issues aoou-r; -r;he in-r;roduction of tariffs, indus-r;rial 
licensing, etc., and the administrative framework -r;o deal l-li th 
problems arising therefrom , particul arly if infant pro tection is 
required for industries 1-1hich require the \'/hole E • .A . market in order 
to be economical. It became clear that the Bank ' s proposed innustri­
al mission to tne Community and the three E. A. countries is not only 
much needed but is now also being genuinely welcomed by the Community . 
The urgent need for the Community to have i-r;s own office and housing 
space was discussed as well . Presen~ requirements are for some 5CO 
employees \-Jhich will increase to about 800 within the next 5 years 
or so . The Community has a construction plan which would cost about 
$17 million of which some ~6-8 million for the central office build­
ing . The Community has been au-r;horizen to contribute some $~ million 

from E. A. funds; the rest \vill have to come from outside sources . 
Ninister Ouko said he was making a trip to North America beginning 
the next day to discuss possibilities of financial assistance from 
Canada and the U. S. i·~r . i•icNamara asked him , in view of -r;he great 
importance of this ma"tter to the Community, _to pass by the Bank in 
vlashington on his way back so as to inform us of the results of his 
trip . The shortage of highly qualified staff for the Community 
supported by capable foreign advisors 1-1as also stressed during the 
discussion . It was mentioned that the Community , 1-1hich has a total 
of fixed assets of an estimated $3 billion, is by far the biggest 
employer in E. A. employing al-r;ogether some 200,000 people . 
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2 . In subsequent meetings \·;i th the Secretary General of the 
Communi r.y and ;.;i th the Chairmen and Director Generals of the 
E. A. Harbours Corporation, E. A. hailw~s Corporation, E. A. 
Posts & IJ.'elecommunications Corporation, the East African 
Development Bank and the E. A. Airlines Corporation, the !ollowing 
major points were raised: 

(a) 

(b) 

(c) 

(d) 

(e) 

The need for training of the Communir.y ' s senior sr.aff 
parr.icularly economists; the UNDP has been asked to 
assist in this . 

the chances to expand the Common l1larket to other countries 
(Zambia, Ethiopia, Somalia, Burundi) are furthest advanced 
in the case of Zambia ; wir.h ~thiopia there are some 
difficulr.ies p&rticularly since they do not seem to be 
interested in a possible integration of their 11 common 
services 11 ; while with respect to Somalia the situation 
is still quite uncertain . 

The Community ' s present financial needs for covering their 
recurren~ expenditures are lower than the revenue the 
Community gets from that part of the tax income \·lhich is 
automatically allocated to them . Last year the Community 
returned Shs . l6 million to the three Governments because 
of this . Capital requirements cannot be met out of the 
Community ' s current income; they require special allocation 
of :funds for each individual purpose . 

The Harbours Corporation expects that 10 additional deep 
water berths (there .are 8 now) will be needed to cope with 
the expected expansion in cargo handling after the completion 
of the Tan- Zam raill·Jay. Figures of up to 5 million tons 
(~- million tons each w~) were mentioned. in this connection. 
The total cost of such an expansion needed can be roughly 
estimateo. ar. bet>-Jeen ~45-55 million of which 50"fo \<\"ould be 
in foreign exchange . The Corporation is trying to find 
suitable consultants for a study which shouln be ready by 
mid- 1971 to allow for a subsequent period of construction 
of 3 to 5 years . The originally planned UNDP study, in \'lhich 
the African Development Bank was supposed to be executing 
agency, was conceived before the 'l'an-~am railway complication 
arose so that the \-!hole matter of how to finance the study 
will have to be reconsidered. l~r . I1IcNamara remarked that 
the Bank has an active interest in the carrying out of the 
study in time because of its past and possible future lend­
ings to the E. A. Harbours Corporation . 

The E. A. Posts and TelecommunicaT.ions Corporation stressed 
the fact that despite their training efforts they still re­
quire many experts from abroad \-Jhich in some cases (but not 
if it concerns British or Swedish technical assi stance which 
includes 11 topping up 11 arrangements) can lead to difficulties 
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because of the hieh level of s alaries to be paid . They 
also referred to the need for main~aining some degree of 
standardization which the Bank should take into account 
in applying the rule of international competitive bidding . 

(f) !·•r . Simba of -,;he E. A. Development Bank said that his Bank 
for the next 2 ye c. rs or so \·las not in need of financial 
assis-,;ance from t he ~·iorld :Oank Group . Technical assistance, 
which the IBRD had already given quite liberally was another 
matter . At the moment he particularly needed a legal expert 
Mr . Hebb!/. The E. A. D. B. is not allowed to finance tourism 
or infrastructure or to lend to other financial institutions, 
but has to confine itself to lend to manufacturing industry, 
including agricul t ura l process ing etc . Total commitments 
during 1969 were almost Shs . 37 million ; for 1970 a similar 
amount or a little more is expected . By the end of 1970 the 
results of a study on industrial development requirements 
and possi hili ties in the three countries of E. A., \-Jhich E. A. D. B. 
has initiated, shoula. be ready, \'ihich should provide a basis 
for setting up a long "term lending program and for discussions 
with the l·:orld. Bcnk Group about possible assistance from their 
side . The present professional staff of E. A. D. B. consists of 
6 expatriates plus 7 local officials . 

(g) The E. A. Airlines Corporation are not planning any large scale 
expansion program . They -vlish to consolidate their ne\-J lines 
to HongKong and Copenhagen . They have been discussing the 
possibili-,;ies of association with Zambian Airlines . Ap~arently 
Ethiopia is no-,; interes-,;ed in such an association . They have 
a total of 4, 200 employees which is considerably more ~han 
either of the tvJO o-,;her companies . The need for the establish­
ment of a training centre at a cost of some £250,000 was 
men-,;ioned. It was made clear that if only because of the 
relative small a~ount involved this was a matter for UNDP 
rather than IBRD consideration . 

III . UGANDA 

1 . In the meeting with ers dealing with economic development 
mat"ters ana. chaired by the Vi e- ?resia.en-,; of Uganda, the 1·!inister 
of Planning and Economic Dev lopment mentioned the long time it 
took, in his viev.1, to prepa e projects and subsequently for the 
Bank to take ac"tion on the (for example the agricultural credit 
project for \-Jhich the fir request had been made in 1964/65 and 

1./ i·ir . ~febb ' s seconament for 6 montns to the .c: . A. D. B. nas 
meam<~hile been arranged; he is due to start around »iarch 
25, 1970. 
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Waehiug\On, D.O. ~0433, U.S.A. t.v:., /<; 
::::\TER~ATION"AL BANK FOR REOONSTRUOTION AND DEVELOPMEN"T • 

L.~TERNATION.A.L DEVELOPMENT ASSOCIATION 

Pol=ru:.o.Ol: :lCi..&i.:ln ;.n :ZC...to>"A .lu~'ioa 
Uuiairio Houao - Xoiuc.na-o Stroot at S~Jlct· Lano - ~airobi, :-(onyo.. 
P.O. :Sox 30677 - Tolophono 231~1 - Oc.blCJ .A.clelro .. a ; IN'l':BAFRAD 

"Ja.r.uary 30 , 1970 

?ersonal ~ssis~an~ to ~he Preside~~ 
:ntarna.~ional bank zor Raconstruc~ion 

a.nd. Davelopr:.ent 
~·!ashing ~on , j) . C. 20433 

Dear Leif : 

I am a-ttaching a par>er whicr. : dictated. last weekend con~a.ining 
sa.:i.::r.t ;>oints rais~d d·..1rir.g ;.~:;;.. i(~cXama.:::-a 1 s visit to ust Africa. 

As you will note : hava tried to cover the more important points 
::1acia ''Jy ~ha vario~s CoveNLT.<::r.t of:'icia.:;J and o~her people Mr . ~:cNa;:.ara. 

me~ a~ which I was presen~ - in par~icular Wh6n oach poin~s were no~ 
cove r ed. in ~h~ docums~~s handed to us in support of their words - p lus 
some factual information ~hey supp:ied . I have no~ given, of course , 
:er . :1Idiamara 1 s own reac~ion - unless he ma.cie certain oommi tments or 
pro:r.ises (of \.Jhicn iihe:-e are only a =-ew exa~r.ples) . I ilave also re:~ra::.r..ed 
from going into iihe details of :r.a~ters which al~ilo~gh ra~her ex~&r.sively 
discussed ~t various mee~ings do not seem to need much elabor~tion at 
1ihis stage , such as the railway loan problem, - which appears to be 
solved now - and tile loca.tion of industry within tile E. A. Com~unity, 
~·lhicil vli 11 r.o d.olA.b~ be loo~ed. into i~ de·.;ai 1 by tile for"thcomine 
industrial mission to Ea.st Africa . : did not put in anyt hine ~bo~t tha 
~f.urchison ?alls project ei thc.r because I vJa.s not present at most of 
;.1ha.t was said. on ~his subjec'C in uganda. I hope ~h~t t his recor<i, put 
together in rather a hurry, will be of some use to 11-Ir . :1-lcXamara. . 
?lease let JT.e know if there is a.ny1hir..g else that he mighii wa.r.t me to 
do on this score • 

. I nO'fl pla.n iio ~rrive in ~lashing-con on Fa't>ruary t he 15th a.nd. ><~ill 
give you a ca.ll soon a.:~ter my $~rr i val if only t o hear hovl your unexpeo~ eci. 
trip ~o Norwa.y for such sad. reasons vwrked out • 

. .bll the best • 

t:) S CE:\1\EOYours sincerel y , 

1- ' n' r =-o - "'~ u 1~ t~3~~--
~lu c.~:~:;. .;) 

.l. lam :Br a.kel 

-
c . c . :cr. Lejeune 

.P.r0sident has seen 
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Ujamaa concept is still lacking appropriate quantification and a 
pr&ctical operational approach. Agricultural credit in Tanzania 
appears to be mos"t inadequate. The figure of Shs . 10 million per 
year (presumably excluding short term lending of anothe~ Shs . 10 
million per year ana. also excluding lending to farmers by ·che 
National Bank of Commerce ) \'las mentioned but not fully sub­
stan,;ia"ted. It was no"ted "tila-: finance \'las not the only constraint; 
sound supporting services (research, extension, marketing) vrere 
usually in very limited supply too, due "to a general lack of properly 
trained staff . Par"t of the problem was also ,;he widely dispersed 
population and the land tenure system \'Thich is oft_en based on tribal 
ownership . Even cash crops are to a large extent produced on small 
farms of some 5 to 10 acres . Large estates exist only in sisal 
(about 100'~ all state farms now) and wheat ( 70%), in cotton there 
are no large !'arms at all, in coffee some 20%, · and while in -"tea the 
bulk of produce still comes from large estates , the number of small­
holcier gro\·lers is increasing rapidly . 

II . EAST .rlFRICA!I~ CO!.f:G..l:HC·Y 

1. Dm.·ing the· v:o~lting a.~nne:::- h'i th ,;he three E • .A . Community llrinisters 
a number of fundamental issues were ciiscusseci . They included such 
items as the need for a quick approval of the proposed railway loan, 
the ques"tion of alloca,;ion of industries as between the mewber s"tates 
and relateci is3ues abou"t "the introduction of tariffs, indus"trial 
licensing, etc . , and the ad:ninis"tra,;i ve framework to a.eal \·lith 
proolems arising therefrom, par,;icularly if infant protection is 
required for industries which require the whole ]i.A. market in order 
to be economical . It bec~~e clear ,;hat the Bank ' s proposed in&ustri- · 
al mission to the Communi"ty and the three E. A. countries is not only 
much needed but is no\'/ also being genuinely welcomed by the Communi 'ty . 
Tile urgent need for the Community "to have iiis own office and housing 
space was discussed as well . Present requirements are for some 500 
employees \~hich vlill increase "tO about 800 within the next 5 years 
or so . The Community has a construction plan which would cos't about 
$17 million of which some ~6-8 r.1illion for the central office build­
ing . The Community has been au"thorized 'tO con'tribute some &~million 
from E. A. funds; the rest '"ill have to come from outside sources . 
!hni ster Ouko said. he was makirlg a trip 'to North America beginning 
the next day to discuss possibilities of financial assistance from 
Canada and the U. S. : . .;x . it~ci~amara asked him, in view of the great 
importance of this ma1;ter t-o the Community, to pass by the Bank in 
\·lashington on his wa:y back -so as to inform us of the results of his 
trip . ~he snortage of highly qualified s"taff for 'the Community 
supported by capable foreign advisors was also stressed during 'the 
discussion . It \'Jas mentioned tha't the Community, \-lhioh has a to-;al 
of fi~ed assets of an estimated ~3 billion, is by far 'the biggest 
employer i n E. A. employing al"together some 200, 000 peopl e . 
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2 . In subsequent meetings vli 1;h the Secretary General of the 
Community and vii th the Chairmen and Director Generals of the 
z .. t. . Harbours Corpora;;ion7 E. J. . ?.aih1ays Corporation 7 E • .A . 
Pos1:s & 'l'elecoinmur.ications Corpora,;ion 7 the East .African 
Development Bank a.:1d the E. A. Airl'ines Corporation7 the following 
major points were raised: 

(a) The need for training of the Community ' s senior staff 
par1;icularly economis,;s; ;;he D~P has been asked to 
assist in this . 

(b) the chances to expand the Co:nmon •larket to other coun"tries 
(Zambia 7 ~"thiopia 7 Somalia 7 Burundi) are furthest advanced 
in tile case of Zambia ; vli "th Ethiopia ,;here are some 
difficul,;ies par1;icularly since they do not seem to be 
interested in a possible in1;egration of their 11 common 
services"; wilile wi 1ih respect to Somalia the situation 
is still .quite uncertain. 

(c) ~he Co:n:n~~i,;y•s present :inancial needs for covering their 
recurrent expenditures are lovrer than the revenue the 
Community gets from that part of the tax income vrhich is 
au1;omatically alloca;;ed ;;o 1;hem. Last year the Community 
returned Shs . lB million to the three Goverrunents because 
of this . Capital requirements cannot be met out of the 
Communi1;y 1 s current income; they require special allocation 
of funds for each individual purpose . 

(d) ~he narbours Corpora1;ion expects tila"t 10 additional deep 
water berths (there .are 8 now) will be needed to cope with 
the expected expansion in cargo handling after the completion 
of the Tan- Zam raill·Jay. Figures of up to 5 million "tons 
(2~- million tons each way) v1ere mentioned in this connection. 
Tile total cost of such an expansion needed can be roughly 
estimated at betv1een ~45-55 million of which 50% would be 
in foreign exchange • .. The Corporation is trying -to find 
sui;;able consul;;an1;s for a s;;udy which should be ready by 
mid- 1971 to allo\': for a subsequent period of construction 
of 3 to 5 years . The originally planned UN"".DP study 7 in "1-lhich 
the African Development Bank was supposed 1;0 be executing 
agency 7 was conceived before -che 'l'an-~am railway complication 
arose so that the whole matter of how to finance the study 
will have "to be reconsidered . i•:r . ·,lcNamara remarked that 
the Bank has an ac1;ive interest in the carrying out of the 
study in time because of its past and possible future land­
ings to the E. A. Harbours Corporation . 

(e) 'l'he E. A. Posts and Telecommunications Corporation stressed 
the fact that despite their training efforts -chey still re­
quire many experts from abroad which in some oases (but not 
if it concerns Bri-cish or Swedish technical assistance which 
includes 11 topping up" arrangemen"ts) can lead to difficulties 
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because of the hieh leve: of salaries to be paid . They 
also referred ~o the need for maintaining some degree of 
standardization which the Bank should take into account 
in applying the rule of in~ernational competitive bidding. 

:;J 

:·!r . Simba of ,;he E • .A . Developmen~ :aank said that his :bank 
for ~he nex~ 2 yec.rs or so i·HlS not in need of financial 
assis"tance from the \·;orld Bank Group . Technical assistance, 
which the IBRD had already given quite liberally was another 
matter . At . the moment he particularly needed a legal expert 
J.ir . Hebbl/. The E. A. D. B. is not allowed to finance tourism 
or infrastructure or to lend to other financial institutions, 
but nas to confine itself to lend to manufacturing industry, 
including agricultural processing etc . Total commitments 
during 1969 were almost Shs . 37 million ; for 1970 a similar 
a.'liount or a little more is expected . By the end of 1970 the 
results of a study on industrial development requi rements 
and possibiliti es in the "three countries of E. A. , \vhich .E. A. D. :a. 
has ini -;;iated., shoula. be ready, ,..;rhich should provide a basis 
for set~ing up a long -;;erm lending program and for Oiscussions 
with "the l·:orlC. :a~nk Group about possible assisliance from ;;heir 
side . The present professional staff of E. A. D. B. consists of 
6 expatriates plus 1 local officials . 

(g) The E. A • .Airlines CorporatJ.on are not planning any large scal e 
expansion pr ogrc:r.l . They >-lish to consolidate their ne\V lines 
-vo HongKor.g and Coper~agen . They have been discussing "the 
possibili~ies of association wi~h Zambian Airlines . Apparently 
Ethiopia is no~ interes"ted in such an association. They have 
a total of 4, 200 employees which is considerably more ·chan 
either of the t>-IO o~her companies . The need for the establish­
men~ of a training centre at a cost of some £250,000 was 
men~ioned. I~ was made clear that if only because of the 
relative small amount involved this was a matter for u~DP 
rather tAan IBKD consideration . 

c. 
III . UGANDA 

1 . In the mee~;ing with ,,;inisters dealing with economic development 
matters and chaired by the Vice-Presiden~ of i.Jgan<ia, the !•,J.nJ.ster 

I 
of Planning and Economic Devplopment mentioned the long time it 
took, in his view, to prepa7e projects and subsequently for tho 
Eank to take action on ~he~ (for example the agricultural credit 
project for whicil. the firs~ request had been made in 1964/65 and 

1/ i•;r. i'febb 1 s second.ment for 6 mon~hs to the E. A. D. B. has 
meC~m'lhile been arranged; he is due to atart around »'larch 
25, 1970. 
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FROM: 

SUBJECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOC IATION REC~STRUCTI ON AND DEVELOPMENT I INTERNATI ONAL F INANCE 

CORPORATI ON 

OFFICE MEMORANDUM 
The Record DATE: October 13, 1970 

Michael L. Lejeune 

1970 Annual Meetings - Meeting of Delegation from East African 
Community with Mr . McNamara 

During the Annual Meeting, at Mr . Kahangi's request, a meeting was 
arranged with Mr. McNamara for the representatives of the three East 
African countries (Kenya, Tanzania and Uganda) and the East African 
Community. The meeting was fixed for 1:00 p.m. on September 22, but 
unfortunately Mr . McNamara was detained in the plenary meeting room 
and it was not until 1:45 p.m. that the meeting could take place . This 
delay meant that Mr. Jamal, the Minis ter of Finance for Tanzania and 
Mr. Kibaki, the Minister of Finance for Kenya and his Kenyan colleagues, 
and Mr. Ouko, Minister of Finance and Administration of the Community, 
were unable to be present. However, the following did attend the meeting : 
Mr. Kalule-Settala, Minister of Finance of Uganda and Mr. Bomani, Minister 
for Economic Affairs and Development Planning of Tanzania. Messrs. Lejeune 
and Brakel were also present . 

It was essentially a courtesy meeting and the conversation was very 
general. Mr. McNamara turned the conversation towards the development of 
the activities of the Community . The two Ministers thanked Mr . McNamara 
for all the help the Bank had extended in the past year to the Community 
and explained that the Community, as an instrument of economic integration 
of the three countries, was gradually incr easing in growth. It was also 
extending its coordinating activities into new areas, more recently into 
tourism, for example. They also mentioned that the Community had succeeded 
in obtaining funds from an Italian consortium for its program to build 
housing and office facilities in Arusha, so that the Bank would no longer 
have to concern itself with this problem. 

cc: Mr. McNamara (2) 
Mr. Knapp 

WBrakel/MLLejeune:neb 
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FRO M : 

SUBJ ECT : 

• 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I IN TERNAT IONAL FINANCE 

CORPORAT ION 

OFFICE MEMORANDUM 
Memorandum for the Record DAT E: July 31, 1972 

Michael L. Lejeune 

EAST AFRICAN COMMUNITY - Visit by Mr . Al Noor Kassum 

1 . Mr . Al Noor Kassum, Minister for Finance and Administr ati on of 
t he East African Communi ty, visited Mr. McNamara on July 18 , 1972. He 
was accompanied by Mr. R. K. Kitariko, Secr etar y for Finance and Admi nis­
t r a t ion of EAC . I was also present . Mr . Kassum had already had a meeti ng 
with me and Mr. Hornstei n . 

2 . Mr. Kassum expl ained that the purpose of his visit was to discuss 
with USAID and with the Bank the possibili ty of support for t he project of 
building a headquarters building and necessar y staff housing for t he East 
Af r ican Community in Arusha. He said that the U. S. had already offered to 
pr ovide about 25 percent of the necessary finance . After talking wi th me 
he under stood that the Bank or IDA could not provide finance and he appre­
ciated the reasons for this position . On t he other hand, he would greatly 
welcome any support or help t hat the Bank coul d give. 

3. Mr . McNamar a stated that he felt that it ~vas very impor tant that 
the East African Communi ty should survive and that the buildi ng of a Com­
munity headquarters woul d contribute to its pr ospects . He thought that 
they should go ahead with their plans to build the headquarter s. He con­
firmed, however, that the Bank Group could not provide finance, but he 
also confirmed that we would be willing to use our good offices to assist 
the Community in lining up finance from other sources. 

4 . Mr . McNamara went on to say f r ankly t hat a question which the 
Bank would have to answer if it were to t ake the lead in f i ndi ng f i nance 
was why the three partner states themselves were not wil l i ng to put up 
any money for this project . The s ums r equired were not large , particular­
ly if one wer e to think in terms of the headquarters building a l one and 
leave residential hous i ng for conventional commercial financing . 

5 . Mr. Kassum seemed less concerned that this lack of financial 
assistance from the partner states would inhibit other sources . 

6 . I t was agreed that the staff of t he Bank would examine for thwith 
what should be done in order that the Bank could effectively use its good 
offices to assist this project. A further meeting with Mr . Horns t ein for 
this purpose was arranged . 

7 . After the meeting in his office , Mr. McNamara emphasized to me 
that we should do all we could to provide technical help . He said that 
he felt that if definit e plans were made to go ahead with the Administration 
Building that help for the residential hous i ng from conventional sources 
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would follow . He reiterated what he had said to Mr . Kassum earlier, i . e. , 
that even if the Governments could not see their way clear to put up money , 
he felt that they should not stand in the way of local financial i nstitu­
tions provi ding conventional finance for the hous ing . 

cc: Mr . McNamara (2) 
Mr . Knapp 
Divisi on B 

MLLejeune:ck 
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AS SOC I AT I ON R EC~ STRUC T I ON AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
TO: Mr . Robert s. McNamara D ATE: July 17, 1972 

FROM: 

SUBJECT: 

Michael L. Lejeune 

EAST AFRICA: Visit of 1-1r . Al. Noor Kassum -
~unister for Finance and Administration 
of the East African Community 

Minister Kassum, an Asian from Tanzania, was appointed East 
African Minister following the Cabinet reshuffle in Tanzania earlier 
this year. We have not had much contact with Minister Kassum, though 
we do lmow that he had served as secretary of ECOSOC and ACC. Most 
recently he was involved in private business. (Biographical sketch 
attachedo) 

The primary purpose of Minister Kassum 1 s visit to Washington 
(as well as his earlier visits to various European capitals) is to ob­
tain finance for the Community headquarters and housing projecto You 
will recollect that during your visit to East Africa in January of 1970, 
the question of obtaining Bank finance for the Community headquarters 
and housing scheme at Arusha was first. raised. We had indicated that, 
while possibility of the Bank providing financial assistance for such 
a project was not good, we would, in recognition of the importance of 
providing suitable office and housing for Community staff, be prepared 
to solicit participation of other donors . A brief which traces the 
historical sequence of events is attached. Our initial contacts with 
the Community on this matter came to an abrupt halt in August 1970 
after the Community informed us of some financial arrangements through 
an Italian contractor. Earlier this year, we were told that these ar­
rangements had not worked out and that the Community was again shopping 
around for financial assistance for this projecto (Copies of the cor­
respondence are attachedo) 

We had asked for a revised project report when we first heard 
of Minister Kassum• s propos ed visit to Washington. It is obvious that 
no such report is available. What has been provided is a document pro­
viding specifications of design proposals. Compared to the original 
project proposal we had seen in 1970, the proposed project contains a 
few additional items though the estimated cost figure is the same as 
the original amount of about EA. Shl20 million ($17 million) . 

Though we have been approached by the Community on this 
question, it has never been raised with us by any of the Partner States. 
While the Community has indicated that any finance for this project 

Pr ~.,k12n t has seef\ 
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would be guaranteed by the three Partner States, it is our impression 
that there is not as yet basic agreement between the three countries 
as to just what is the size and character of Community capital they 
are prepared to underwrite. CertainlY they have not given the project 
much priority in their own planning. We also understand that the other 
donors contacted during Minister Kassum 1s trip are unlikely to have 
encouraged him. There seems to be general reluctance on the part of 
donors to finance this type of project . 

I shall be seeing Minister Kassum at noon on July 18 and will 
brief you further should I learn a.eytrdng new during my meeting. I 
believe that we should tell Minister Kassum frankly that we would not 
be in a position to provide any financial assistance for the project 
but would be willing to use our good offices to assist the Community in 
approaching other sources of finance . 

Attachments 

cc : Messrs. Knapp 
Strombom 

• GSKaji/RAHornstein/~fiiliejeune:gd 



BIOGRAPHICAL SKETCH 

KASSUM, Al Noor; born 1924 in Dar es Salaam; educated Muncaster School 

Ashford Middlesex, England. Barrister at Law Lincoln ' s Inn; Advocate 

Tanganyika; Parliamentary Secretary to Ministry of Education 1961; 

Chief Whip TANU Parliamentary Group since 1959; Member of Parliament 

for Dodoma and Manyoni; Member Dar es Salaam Municipal Council 1950-51. 

Secretary of ECOSOC and ACC . Private business . 



BRIEF 

East African Community Headquarters Building Project 

Background 

1 . The subjec~ of financing the East African Community Headquar~ers 
Building and Staff Housing Project was first raised with the Bank during 
Mr . McNamara ' s visit to East Africa in January 1970 . 

2 . The Project as conceived at that time consisted of a Headquarters 
Building complex and housing for all levels of Community staff , totalling 
some Boo residential units . The basis for this proposal was a consul ting 
architect's report of March 1969 . 

3 . The Ban~<' s reaction (conveyed in J>K.r. Hilliams' letter of February 
3, 1970) was that a loan for this type of project would be a completely new 
departure for t h e Bank and vrould raise a number of difficult questions . The 
Bank did not lvish to encourage undue hopes that a loan for the project would 
be possible but nevertheless, it was uell al·rare of the importance of the pro­
ject to the Cofl!'luni ty and offered its services to help the Community obtain 
finance even if the Bank could not directly partici~ate . We sugpested that 
the EAC prepare an updated report and provide us Hi th an .opportunity of 
studying it. VIe were informed by Mr . Ouko then Community Ninister for Finance 
and Administration that our suggestions would be taken into account and an 
updated report prepared . He l-lere given the imp:-ession by Hr . Ouko that this 
1·10uld be a matter of l-leeks . 

4. In early February 1970 the Bank learnt that &·red en and the U. S . 
had also been approached to provide assistance for this project . The U. S . 
was apparently unHilling to participate uithout substantial COT".l"lit'!'llent on 
the Bank's pal t . . The Slvedes at that time indicated that they were doine some 
preliminary thinking about the project . 

~ . A revised Project brlef which was finally received in July 1970 
indicated that the original total project cost estiMate of around Sh 120 
million (approx $17 million) still held. 

6. Our analysis of the brief revealed a complete rev1s1on of cost 
est.imates wa.s necessary since the costs quoted l-:ere compl etely inconsistent 
\nth recent exper.dnce of buildin" costs in East Africa . The range in the 
quality of housing proposed l-1as felt to be extrernel~r discriminatory and a 
nmv standard for the diffcren·i., p.rades of housing Nould also need to be 
established . Furt!1ermore the overall impact of the project on Arusha had 
not been considered at all. 

7. Before we could convey the results of our analysis to the EAC , 
t here vras a press announcement in August 1970 that the EAC had signed a 
preliminary azreement with the Internati ... . 1al Development Organization (IDO) 
of Rone for const:ru.ction of: the Project at a totRI. cost of $16 T'tilli on . 
This uas confirmed in subseauunt contacts vTith .&~C officials . ·ve therefore 
considered this matter closed . 
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8. I n January 1972 , Hr. Ma1ecela the t.hen Community Minister for 
Finance and Administration, wrote to Hr. Hct!amara informing him that EAC 1 s 
arrangements with IOO had fallen thr ough as IDO had failed to obtain 
guarantees from the Italian Government . In view of this , J1r . l·1alece1a \-ranted 
the Baruc to reconsider participating in the project or at least, assembl ing 
a consortium of possible donors . 

9 . The Bank ' s .r esponse (}~ . McNamara's l etter of February 14, 1972) 
reiterated its earlier position . \Vhile the unlikelihood of Sank participation ' 
by the provision of financial assistance l'las pointed out, the Bank 1 s willing­
ness t o explore the possibi lity of enlisting bilateral support was expressed . 
We again asked for an updated report so that cost estimates and EAC 1 s require­
ments could be made more current . 

10. In April 1972 , Mr. Kassum, l'Tho had replaced Mr . Malecela, repl ied 
to ·}tr . McNamara ' s letter, making a case for Bank financing as a symbolic 
e;esture in support of the Community . Mr . Kassum also l-dshed to talce the Bank 
up on its offer to contact members of the Consultative Group for East Afr ica, 
but all uded to the importance of the time factor in mobilizing assistance . 

11. Contacts l'lith }tinister Kassum in June 1972 revealed that he had 
had discussions ~ith officials of several aid agencies and private banks but 
these efforts had been unproductive. Al thoueh the _t-hree P.artner States -vrere 
prepared to guarantee any loans provided for the project, foreign private 
banks rlere apparently umdlling to extend finance without the guarantee of 
their own governments . 

12 . In July 1972 vre received a letter from 1-iinister Kassum together 
lv.i th a nevr 11brief 11 for this project . The "brief 11 is essentially a document 
providin~ specifications for desirn pro,osals rather than dealing l·Ti th sub­
stantial project proposals . It does not provide a basis for an evaluation . 
The cost of the total project is still estimated to ~e 3h 1?.0 million (the 
original f igure) :although a fevr additional items (200 residential units) 
have been added . -

13 . \Ve understand that Minister Kassu.rn has contacted some European 
donors and USAID during this visit . Our recent contact with officials of 
the &1edish International Developrtent Authority and USAID indicate that their 
response is mllikely to be encouraging • 

. , 
Eastern Africa Department 
July 14, 1972 

.. 



/ 

• 

May 1, 1972 

Thnnk you f or your l ettar of April lh. 11.'.l.y I offer you. m:r 
con~atulat.1ona <:\nd ~::incorc bsc~ ui ::haa on y<.mr eppo:tntment. e.D East 
Af1·ic<Jn J>~in.1.stor tor Finunce und A<.hllin.intra.t1.on. I too hop3 that w~ 
ltU!J' hrtva {\.\1 opport.u~U. ty of rr,oatin~ <:.n.d discussin£; matti.ll'1l of 1!llltuaJ. 
i ntoreat in thll noi:. "Voo diu~;mt futur~. 

I rcali7..1l the i rrportD-!1CG 'to the Comrronity- of ho.vil1g adaqu::.te 
c~cce>mtilodation in f.ru.c.ha u~d it iu i'or t.h<lt reclGcn t..lw.t t<"'J m.rt'o diu­
app~intcd to learn frcr.t i·:..i.P1zte:- i·iolecola caxllor this yc~·.r that the 
e:ffOl~tc to &r-rm1~o f'innncln:~ fo:- 't.ha hruo!.lu Pail<.lin;-; Pro.1.:..~ct h:!d nnt 
yet t~c~tm pr·cductri7o. .ls I ir..di.c~;.tc:J '~!-.un I il)t~ j.n .:.ust. ;'.f!·ica ~"1 Jan­
v.or:r }9'10 ~.nd <•·.':.jn recently t-o ::ti.'l:i..st.~r i·.alf}ce:la . l-m l:oulc.i., if you 
~~ danj_;ce, t·.~iGo t}le quec~~ion of ycur h~:\(~1:J.tu·t~~·s IA;iluin:'! l rl.Lh 1•1-J:.l­
bor;; o.f thf; ,.;;;r.;v fi.lr.tc;ln G(l;~.cu.lt..:-.. tj v ,"l \l.!"Ot,p. J.O <.~o s~ , \!1) '!-!n'iJ.d N~c.><i 
yow· U'y-V-:l-&.te r.l~,n:J, co:..t 12:cr: ... :iJ~:4t<:::; .:mil i'in<m~ln:; l'~Jquil·c:~ont.s. 

I t·c.c;. pl<~~;;~d t:) :L;.:;;:trn th~·r, you. i:nrc prct::;:tr5.n~ a fr-e!>h_ bri~l' 
on t.hs p:ro.~ r;cc, . I '-'"~'.·:r~oG1.i t):~.t you ;..,;;t~d t.r:is to . ~.~ . ~U('.il(i.Ol. r~~:i!l~'18, 
lJ.i.l:notor o£ t;lv .i.":i':~.J\: 1 \J t~<"~~\,.;,l'!l l~L·i\...a D . .;p~c.i.Y,\:!.lTt:.. i...r.t \tlll p~·sue tilo 
n1ttt. ter i\n:· tiler t.rL!.l o ... ~r~:"}UJUC<~U) v.J. t.h ;yo-u.. 

!J.r.:i.!.i\.01• f cr !;-~.n~.nce 
and :.l~:A.i.ni s \.l' <. ticn 

r. o. ;:o;: . .1- ~~1 
AruD~l.,, £r.m~:.!A:'d.a 

cc : for Hr. Ec1ior:lara ' s Office ( 2) 

l:Clcmont~J/.:;r;nu::;o.in : bd 
Apr:\.1 2& , 1972 

Dincc;rol~r, 



( 

·- ... C' ...... 
' • , ' JJ 
L..u..)tl 

Commt.nicatio!"!s en thi s s:;~jcct 

should be add rcw•d :o ·-

Min ist er for F inanr:~ a. d 
Acl min istr<> tion 

P. 0 . Box 3C81, Arusha. 

~ .. . • • .... n ~ ... r .. , ... ~ , 
f, . ~. 4 , j I , j r I ;I '' \i 
~...., ., • '"" a,. II I ~ APR 2 5 U7Z 

w , ..,_ 
c. , ·~ ).. \ ' I . . . . \ 
\ .---· }' . ... . 
\ . .~:.. 

~~-~. , ~ 
~~ 

FIN AN CE AND ADHIN ISTRATION 
SECRETAP. IAT 

T elephonc : 2381 Arusha 

Telegrams : FINSEC Aru!>l•a. 

14th April, 1972 

Hr . ~obert S . t1cKa:rara , 
President, 
Inter n a t i c nu 1 Bc:nk for RE>constr·..:ct ion 

and D~velorment, 
.Wushington , D.C . 20133 , 
u.s.A. 

Dear .t-!r. Pres idcnt, 

You have pro~ably heard t~·.r1t during the month of 
February my friend .:>nd collcagt:e , the Hen . J . S . l·1alec8l a, 
was appointed Ministe~ for Fore~gn Af£airs i n th~ 
Goven1nen-t of the li~ i ted Rcpubl ic of T.anzania. 
Sinultaneous ly, the East Afric~, Aut hor ity announced 
my appointm~nt as a Cor.-;;)un i ty : · i:1 istcr . As a result, 
l ust month v;hen ta' :ing over r.·y respons ibilities your 
reply dated 14th rebru~cy , 1972 to Mr . X3 l ccela's 
latter of the 17th January , 1 972 was brought to my 
attention . . •.' 

Nay I on benalf 0f both Einistcr Halecela and 
mysP. l f thank you for your h aving cons ide red the atws i:.i. on 
ot providing uz wi t:1 c:ssistanc~ in buiit:ins -ci :t.: i1r.· •.1!.::1 :i 
He adquarters Complex f or t he CC'7: ::<un i ty. As much as I 
can see the reasons that would normally inhibit the 
Bank from Wc!nting tc. pu:rticipate direct ly in providing 
fin ance for capital project!:: o= this net.ture , I am un able 
to understand ft;lly ~he ration a le in the circtunstances 
that the East African Cc-n'muni ty fin d:> itself. . My 
ma in reason be ing t~at I do net believe a straight­
for wurd policy decisi~n net to ·ssist in building 
office ~nrl hous irq ~ccor~:"lcc1 rt 1 ~:; can be appl i.ed 
in~cvoc<:.Lly. to =-l :_ :."CCf\.'C:3t~. . ·;• r~n one~ 'i.f: t:r:; ing to 
est.J~lL-:h c8-':'...,~::--:~1 :ill c11 1 rc. io'lnl 1:>~::~.5 in sof'i<~l 

and econo:nic matt"':rs , and I bel: ':ve ~-. 1 1-:.s is a policy 
Lhc D;J.n}: :md you yo;.·~scl£ •.;oul6 c-:rdtJr.tly \·!ish to support, 
:•\•cry r c;o~t s:~o·.'L~ ·:-~ :.·.2. ': to : .:l·:~c '..:h'? instit ltions 
<•.~1d or•;.:-::~ '.lhi c:-t c· J\·.::rn· this !.. =-~ion<•) co- or>erat ior. vi abJ c 
cm-::t e ·7 c?ctive . ·r: ..... }~J.st ;\f:r.jc.::··. C0:n:':lt.n U:y h2s :?rO'-' CC 
t}yr· 'Jt.<_:;·, C1 -;)<:r i o-J 0 • '::. lfl(! t' 3 t" :. : -:-<.tn ;:. :-:d docs o ~ !:cr 

. ~· . 
• j - • 

c0 .':~on 
... .. r' ... , - -· ~ 

·• lV C ?~1-.~ r_lcvc]cp its 

it:. COi.)C'·::';lt:i C•ns 0() th:Jt 
~• I 
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Indeed ,. we arc most qr .• t·eful for the Bank ' s 
continuing support in achievina these purposes . The 
Co: ~"Tlur~ity u'> a ,,·ho].e has !"t"c: ·i'.""r1 -:::-~:1 tl"~~ ·:-:<r.~: in t .he 
past financial assistance PC~ivalent to $300~000,000 . 

~·Jhen. one of :'Our r.e?'::"esent<lt· i ves, !Jl-c. Roger. p . Annms, 
called the other dEy I asked him som0w~at in banter 
whether as a Coif\munity w~·hc:d been good customers , he 
replied that so far we had tn(:!t all our conunitmcnts . 
I am not caying this in order to move you to get the 
Bank to aqrce to make =uncts·availa~lc sir9ly b~cause 
we have been good customors . now that the Community 
has sh_own by per formancc its canacity to deve lop 
responsibly 1 its building rc<j_uirc77tents a r e a necessnry 
11 in fr a.structure " for f\.ll:ther advancement . They V!ould 
enable us to concentrate our effe-cts in planning the 
usc of: our scarc0 resouT:"ces c:!1rJ talents on a much 
broader. f.ro:1t . T.-l:1at I a:n trv ing to convey 1 ~-ir. . i?.r; es i dent , 
is that a .::ter t'i:i~~·i'i1g~

4 

i''1to · at ..! < ·nt our 9ast , the bui l d ing 
of the Arusha H~adquart~rs Cu .~ lex is 2n in~vitable and 
neccss a-cy consequ~:1ce, th(:!re~or~ it is ~s imnorta~t a 
projcr.t for regional co- operatirm as so;-t~e of the areas 

• in which the Bank traditionally interests itself . 

We are in the procens of preparing a fresh brief 
~o that it ta:<es into accoun:-. the l c>t0st in t.:ormatio:1 
concerning ou~ Eutu:::-e rr?npm.;cr rcquir~me;1ts in terr.1s 
of both off icc and hous inq acco!"'modat ion·. v7hen this is 
avoila~le I I shall send it to !·It· . Lejeune, the Director 
of the Banl: • s Eastern A fr.iri' D~oartment . 

·Although ~~ are exploring one or two channels 
ot~rsel ves '"e would wish at the same time to ta]{e up v,.. ·,,r 

, k inu '1££ex. fur .i..n f0r.111ul t:Ol!tuc:ts with ~~ember!; O[ l:l10 
Consultative Group for East Africa . The time factcL 
in the present circumstnnces is of the utr:wst importance 
and relevance and we are honinq to be able to accelerate 
negotiations by interesting pi1rtics who may wish to be 
direct 1 y involved in the construction work by financing 
the project. If we can, we would prefer to avoid the 
necessity of resorting to 9rocedures that may take much 
l onger to negotiate. Hmvcver I it would be 9rudent in the 
meantime to keep as many O?tions o:;:>en as possible . 

. In closing 1 thought I \/Oulc1 r.1~:1t ion that I have 
ha.d ti.c ho·1ot.:.~ o:: ~~~cting yon i;; t:~c p~1st \·.•hen I served 
as Sccreta::..·y o: EC.:.)';cc e>nd N::c c.nr1 I hc:•:-.e th0t some day 
in the nec-'r ft.:ture I 1nc::y 'bZlVC' t:1e pleasure of meeting 
you once aaain. 

With b~st wi~hcs , 

' . -

You:c s s inc·2rely , 

! , , • J " I'~ 

.. 

r 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECO~STRUCTION AND DEVELOPMENT I INTERNATIONAL FINANCE 

CORPORA T1 ON 

OFFICE MEMORANDUM 
Memorandum for the Record D ATE: August 1 , 1972 

Michael L. Lejeune 

EAST AFRICAN COMMUNITY - Visit by the Hon. W.W. Rwetsiba 

1. The Honorable w.w. Rwetsiba, Mi nister for Communications, 
Research and Social Ser vices of the East African Communi ty , visi t ed 
Mr. McNamara on July 28 ,1972 . He was accompanied by the Secretary 
of his Ministry, Mr . D. Mwiraria. I was also present. 

2. This was a pur ely courtesy meeti ng. Mr . McNamar a emphasized 
how important it was for the Community to conti nue and that the common 
services provided through the Community were an important part of 
ensur i ng the Community ' s futur e success . Mr . Rwet siba said that the 
Communi ty and t he Bank had a cl ose association and that the Bank was 
providing a l arge par t of the money necessary for the development of 
the railways , har bor s and tel ecommunications. Indeed , the only form 
of t r ansport in which the Bank was not active was the East Afri can 
Airways. He understood that under the Bank ' s pol icy it di d not f inance 
air services . 

3. There was some discussion as to why the East African Airways 
had fal len into financial di ffi culties , t he possibility tha t if Zambia 
joined the Community the Tanzam Railway might become par t of the Railway 
Corpor ation , and general discussion of the pr ospects of Zambia , Ethiopia , 
fu~anda and Burundi joining the Community . Nothing of much importance 
came out of t he meeting . 

cc: Mr. McNamara (2) 
Mr . Knapp 
Div . B 

MLLejeune :enb 

t i ,. ., seen 
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INTERNAT IONAL DEVELOPMENT I INTERNAT IONAL BANK FOR 
ASSOC IATION RECONSTRUCT ION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORA Tl ON 

OFFICE 
Mr. Robert S. McNamara July 24, 19 72 

Donatien Bihute 

Courtesy call The 

~~~~s 
r:::-

A.c_ , ~/ J 

This is to inform you that the Honourable w. Rwetsiba, ~ <.J 
East African Minister for Communications, Research and Social Services, 
wishes to pay you a courtesy call this week at a date and time that 
would be convenient to you. The Honourable Rwetsiba is leading a 
delegation from East Africa which is presently negotiating a Bank 
loan to the East African Harbors Corporation • 

The Honourable Rwetsiba had his University education in 
Makerere, Uganda and later in Belfast , Northern Ireland. 

After the completion of his University studies, he taught 
for a number of years in his country, Uganda. 

Shortly before the independence of Uganda, Mr . Rwetsiba 
was serving as Parlamentary Secretary . 

After independence , he became one of the senior Uganda 
public-se rvice officers, serving as Permanent Secretary in the 
Ministry of Animal Resources, and as Permanent Secretary in the 
Ministry of Education from 1965 to July 1971 when he was appointed 
East African Minister for Communications, Research and Social Services. 

DB/ba 



INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION REC~STRUCTION AND DEVELOPMENT CORPORATION 

'l 'J OFFICE MEMORANDUM 
TO: Mr. Robert S. HcNamara DATE: July 27, 1972 

FROM: Michael L. Lejeune 

SUBJ ECT: EAST AFJITCA : Visit of Honorable W. W. Rwetsiba \ 0·'~ Hec.~~ 
East Afri can Minister for 
Communications, Research and Social Services 

Minister Rwetsiba has been in Washington since July 24 to 
head the East African delegations for negotiations of the proposed 
Bank loan ($52 . 5 million) to the East African Harbours Corporation. 
An outline of the proposed project is attached. 

Minister Rwetsiba, a Ugandan, was nominated by Presi dent 
Amin in July 1971, but was only able to assume office in December 
1971 after the settlement of the Tanzania-Uganda dispute insofar as 
it affected Community matters. However, Minister Rwetsiba is not a 
stranger to the Bank, as in his previous capacity of Permanent Secre­
tary of the Uganda Minist ry of Education he has had dealings with 
us, including negotiating the Uganda Second Education Project (Credit 
No. 258 UG) . A brief biographical sketch of l.fi.nister Rwetsiba is 
attached. 

Minister Rwetsiba 's portfolio includes all the Community 
Corporations with which we do business, except the East African 
Development Bank, which is not responsible to any of the Community 
Councils or ministers. The pr oposed harbors loan is the fir st of 
the current series of loans we expect to make to the various Com­
munity common services organizat ions. A project covering t he next 
phase of the East Afri can Post s and Telecommunications Corporation' s 
development program has been appraised recently, and a loan of about 
:p28 million is scheduled to be negotiated this winter. We also ex­
pect to appraise the next phase of the East African Railways Corpo­
ration ' s development program in the first half of 1973. 

I am not aware of any specific matters that ~unister 
Rwetsiba may wish to raise with you. rhe negotiations for the pro­
posed harbors loan have gone fairly smoothly, and there are no out­
standing issues. 

Attachments 

.... 
GSKaji/RAHornstein:gd 

President has seeR 



PROPOSED THIRD HARBORS PROJECT 

The proposed project which is required to meet the expected 
growth of traffic through East African ports up to about 1980 would 
comprise: 

(a) the construction of three new deep water berths 
at Dar es Salaam; 

(b) the completion of modernization and improvement 
of existing berths at Dar es Salaam and Mombasa; 

(c) provision of equipment to meet additional and 
replacement needs at Dar es Salaam and Mombasa; 

(d) the expansion and improvement of lighterage facil­
ities at Tanga; and 

(e) the provision of consultants' services to carry 
out the above workso 

Total cost of project $70. 4 million. Foreign exchange com­
ponent $S2oS million. The proposed Bank loan of $S2 .S million to 
cover the foreign exchange component may be reduced as Canada has 
indicated its willingness to finance a part of the project. It is 
expected that the Canadian participation could amount to about $20 
million. 

Eastern Africa Department 
July 27, 1972 



BIOGRAPHICAL SKETCH 

RWETSIBA, William Wycliffe; born 1922 at Mbarara; educated King ' s 

College Budo 1939-41; Makerere College 1942-44, Teacher Training; 

Queens University, Belfast 1950-54; B.SC.; Teacher King ' s College 

Budo 1945-49 and 1955-57; Ntare School 1958-60; Member of Legislative 

Council 1958-61; Parliamentary Secretary Natural Resources 1960-61; 
l/ L/ 

Member EACLA 1958-60; EKecutive Officer UDC 1961-62; Under Secretary 

Ministry of Education 1962-63; Permanent Secretary Ministry of Animal 

Industry Game and Fisheries 1963; Permanent Secretary Ministry of 

Education; East African Minister for Communications, Research and 

Social Services. 

1 / Eas t African Community Legislative Assembly. 

~/ Uganda Development Corporation. 
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