THE WORLD BANK GROUP ARCHIVES

PUBLIC DISCLOSURE AUTHORIZED

Folder Title: Contacts with member countries: East African Community - Correspondence 01
Folder ID: 1771018

ISAD(G) Reference Code: WB IBRD/IDA 03 EXC-10-4549S

Series: Contacts - Member Countries files

Sub-Fonds: Records of President Robert S. McNamara

Fonds: Records of the Office of the President

Digitized: June 28, 2013

To cite materials from this archival folder, please follow the following format:

[Descriptive name of item], [Folder Title], Folder ID [Folder ID], ISAD(G) Reference Code [Reference Code], [Each Level
Label as applicable], World Bank Group Archives, Washington, D.C., United States.

The records in this folder were created or received by The World Bank in the course of its business.

The records that were created by the staff of The World Bank are subject to the Bank’s copyright.

Please refer to http://www.worldbank.org/terms-of-use-earchives for full copyright terms of use and disclaimers.

(T E‘t)

yuEy

\E!-!'r,_.l
THE WORLD BANK
Washington, D.C.

© 2012 International Bank for Reconstruction and Development / International Development Association or
The World Bank

1818 H Street NW

Washington DC 20433

Telephone: 202-473-1000

Internet: www.worldbank.org

PUBLIC DISCLOSURE AUTHORIZED



(TR RIRA

Archives 1771018
A1993-012 Other# 5 2083418

Contacts with member countries: East African Community - Correspondence 01

DECLASSIFIED
WBG Archives







1.

2-

6.

10/4/68

4/15/69

9/30/69

10/16/69

1/10/70
(Arusha)

1/11/70
(Arusha)

1/20/70

5a. January '70

9/22/70

(Copen.)

Tanzania:

Kenya:

Kenya:

Tanzania:

Uganda:

e o R R N

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.

A.H. Jamal, Minister for Finance

P. Bomani, Minister for Economic Affairs and Development
Planning

J.D. Namfua, Principal Secretary, The Treasury

E.I.M. Mtei, Governor, Bank of Tanzania

J.N. Michuki, Permanent Secretary to the Treasury
D.N. Ndegwa, Governor, Central Bank of Kenya
J. Stewart, Economic Adviser, The Treasury

J.S. W. Malecela, Minister for Com munications, 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

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

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)

Z.H.K. Bigirwenkya, Secretary General, East African Community

Robert Ouko, Minister of Finance, East African Community
"Random Thoughts" [ /. /.. ... ~ ) . ) . //

Kalule-Settala, Minister of Finance (Uganda)
Paul Bomani, Minister for Economic Affairs and Development Planning
(Tanzania)
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L. TABLT2 Al Noor Kassum, Minister for Finance and Administration,
East African Community
R.K. Kitariko, Secretary for Finance and Administration

8. 7/28/72 W.W. Rwetsiba, Minister for Communications, Research and Social
Service
David Mwiraria (Kenyan), Secretary for Communications, Research
and Social Services Secretariat
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The Record ' Ooctober 9, 1968
Howard B. Tolley

v m.ixra'l Eeotd.ng with the Delogations from Kenya,
( a and U, [} JMe, October 1968
UCGATDA " @ Mr. Ls Ralule=-Settala, Minister of Finance
' Mre AJJ.P2. Ssontongo, Secretary to the ?roasnry
Mre JoM. Mubizu, Covernor, Bank of Uganda
Mr. Se Nyanzl, Adviser, Chairman, Uganda Develop=
mont Corporation

'ANZA e Mre Av He Jamal, Minlster for Finance
J¥ire Po Bomand, Ministor for Economie Affairs and
Development Planning
Mre Jo Do Namfua, Principal Sccretery, The Treasury
¥re Be T. Mo ¥tol, Covernor, Bank of Tanzania

KENYA - My Jo Ho Kiohnh.ga;:mmnt&murytow
: - asury
Mr. Do N. Ndegwa, Governor, Central Bank of Kenya
¥ Jo Stovart, Bconomio Adviser, The Treaswy

BAIK = Mr. McFamara
M Knapp

¥r. E1 Enary
¥r. Tolley

The two main topics of discussion weres
(a) The rols of Bank's Permanent Mission in Eastern Africa and

(b) The possidilities of further economic cooperation in Dast
and North Africa.

Role of tho Permanent Mission in Fast Africa

Messrs. Kalule~Settala, Jamal and Michukl each stated that they
were glad that the Bank had an office in East Africa and that they found
its sorvices useful. IMr. KaluleeSottala suggected that more of the
detailed discussions and negotiations on projects be held in East Africa,
after gonoral policy agreement had beoen roached in each case betweon Bank
hoadquartors and the Govornment. Both Mr, Namfua of Tanzania and Mr.
8sontongo of Uganda moted that there appoaroed at timos to be a lack of
coordinution betwoon Bank headquartors and the NMIEA since they somotimos
rocoived conflioting advicoe from thoe two souwrcos. IMr, licNamara noted that
difforences of opinion were to be expocted in an organization the size of
the Bank, but that we should keep such differences within the organigation.

o T



Possibilities of further economic cooperation in East end Yorth Africa

The three delegations expressed support for continued and expanded
cooperation in the region. Iir. Kalule-Ssttala noted that Kenya, Tanzania
and Uganda bad already coms a long way in this regard. He cited as an
important step forward the appointment of Permenent East African Ministers
by each of the Governments who spend full time dealing with regional affairs
within the framework of the Treaty on East African Cooperation. Rogarde
ing the extension of cooperation to other countries, lir, Ealule-Scitala
noted that Zambis and Ethiopia had already approached the Bast African
Commmity but that it would taks considerable time befors they could be
brought into the Community. In response to a query by Mr. MclNamara as to
why there would be a delay in admitting additional countries, lMr, Mubiru
of Uganda explained that there were many conplex problems involved in
bringing in rew members. It would be necessary to study in depth the
eflecls on the existing members which would result freoa integrating new
economies into the Commmnity. He c¢lted lack of communications and possible
conflicting currency policies as problems which would have to be dealt
withe Mr. McNamara said that the Bank wished to help foster in any way
possible future econcmlc cooperation in the region.

He thanked the delegation for their visit and for views that they
‘had: expressed.

ccs Mr. Melamara
M. Knapp - AL t

mo;hy/dc






FoRM No. 57

TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT I INTERNAT IONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT | ON

OFFICE MEMORANDUM
Mr. Re S, McNamara DATE: April 11, 1969

J. H. Williams /
East African Community

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, = 3 /
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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 Community's
Communications Council. This Council is responsible for the general
control and direction of the corporations which operate the common services
of the Community = the airways, harbours, railways, and posts and tele=
communications. These common services are the main areas of cooperation
within the East African Community.

The Fast 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 three
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, and
$13 million in 1967 for telecommunications. The proposed harbors loan now
being negotiated, however, would be the first since the Community came into
being. Loans for railways and telecommunications are in the FY 1970
programs

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, arising
out of the feeling in Tanzania and Uganda that the Community's development
efforts be largely devoted to helping them catch up with Kenya. When
Mr. Malecela took up office last December, 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 months, His efforts have already resulted in an improvement in
the situation. In early March, for example, the Communications Council
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.






1 Form No. 37

FROM:

SUBJECT:

TO:

INTERNATIONAL DEVELOPMENT l
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE

OFFICE MEMORANDUM
The Record % DATE: October 8, 1969

Meeting of East African Delegations with Mr. McNamara
3230 pem., September 30, 1969

Present: East African
Community - Honorable Robert John Ouko, Eastern African Minister
for Finance and Administration

Kenya - Honorable Bruce McKenzie, Minister of Agriculture
and Animal Husbandry

Tanzania - Honorable Paul Bomani, Minister of Economic Affairs
and Development
- Honorable A. H., Jamal, Minister of Finance
- Mr. J. D. Namfua, Permanent Secretary to the Treasury
- Mr. E.I.M,. Mtei, Governor, Bank of Tanzania

Ugand=s - Honorable L. Kalule-Settala, Minister of Finance
- Mr., B, B Wzkhweya, Permaznent Secretary, Ministry
of Finance
- Mr. J. M. Mubiru, Governor, Bank of Uganda
Mr. A. Ocaya, Commissioner for Economic Affairs,
Ministry of Finance

1

Mr. Knapp Mr. C. Kahangi, Executive Director

Mr. El Emary
Mr. Brakel

Mr. Tolley

The following subjects were discussed:

Regional Industrisl Mission

Mr. McNamara said that he could not understand why the Governments
had rejected the mission, which the Bank had proposed to send to East Africa in
August/September 1969 to study the industrial problems and prospects of the
three East African countries. He considered that the mission would have been
a valuable piece of technical assistance for East Africa. The delegations
explained that they had not rejected the mission, but had wished the timing
of the mission to be different., Mr, McNamara 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.

Fast African Harbours Loan

Mr. McNamara stated that he was pleased that the Bank had finsally
been able to conclude the $35 million loan for East African Harbours, but he
noted that it had taken a very long time for the Community to take all the



The Record -2 - October 8, 1969

necessary decisions and complete all of the steps prerequisite to approval
of the loan. The delegations explained that the Community is still 2 new
organization and that some unexpected difficulties have been encountered in
its functioning, but that progress is being made in overcoming the dif=-
filcuties, so that it is reasonable to expect that the Community will operate
more efficiently in the future.

Proposed Loan for Fast African Railways

Mr. McNamara expressed disappointment that orders for badly needed
diesel locomotives, pending for more than two years, had 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
placeds Mr. Ouko stated that he hoped that a decision on the locomotive orders
would be reached at a meeting of the Fast African Communications Council
scheduled for October 2L.

Murchison Falls Hydroelectric Project

Minister Kalule=Settala 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.

Mr, McNamara said that, while he was not personally familiar with the detsils,
he had heard a great deal about this project and without prejudging the merits
of the case, he wanted toc 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 Equity Capital of Financial Institutions

Ministerr McKenzie inguired as to Bank/IFC policy regarding investment
in the equity capital of finanecial institutions in developing countries, par=
ticularly those institutions concerned with tourism development. Mr. McNamara
expleined 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~owned institutions, and he emphssized 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
finaneing tourism in Kenyz, and send it through the Eastern Africa Department.

cc: Mr, McNamara Mr. Weiner Mr. C. Kahangi, Executive
Mre Knapp Mr. Diamond Director
Mr. El Emary Mr. Brakel
Mr. Knox Mr. Hornstein

HETolley:jsc
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FoRm No. 57

TO:

FROM:

SUBJECT:

—AJTAM.

INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
Mr. Robert S. McNamara DATE: October 15, 1969

Ao Go El Emary 07 $,€,>,_/4 #
Meeting with Minister Maletela

I attach a short biographical note on Minister Malecela and
a resumé of the current state of the negotiations and of the East
African Railways.

Attachment

President has seen



East African Railways Negotiations

1+ Negotiations for the proposed Bank loan of $l42 million to the
East African Railways 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 railway
pricing policy, the delegation of powers from the East African Community
to the Railways Corporation and the undertaking 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 satisfactory to
the Bank for the procurement of a large number of diesel locomotives.

The Railways intended to finance the locomotives 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 HBast 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 usuzal 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.

L. 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 making award of the locomotive
contracts a condition, not of presentation but of effectiveness, requiring
incidentally an unusually 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 Community'!s Communications Council. This Council is responsible
for the general control and direction of the corporations which operate
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 negotiated 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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Letser No. 72 January 30, 1970

Mr. Leif Christvoffersen

Personal Assistant to the President

International Bank for RXReconstruction
and Development

Washington, D.C. 20433

Dear Leif:

I am attaching a paner which I dictated last weekend containing
salient points raised during Mr. McNamara's visit to Zast Africa.

As you will note I have iried to cover the more importani pointis
made by the various Government officials and other people Mr. loNamara
met at which I was present — in particular when such points were nou
covereld in the documentis handed to us in support of their words — plus
some factual information they supplied, I have not given, of course,
Mr. McNamara's own reaction — unless he made certain commitments or
promises (of which there are only a few examples). I have also refrained
from going into the details of matters which although rather exitensively
discussed at various mesetings do not seem 10 need much elaboration at
this stage, such as the railway loan problem, - which appears to be
solved now - and tne location of industry within the B.A. Community,
which will no doubt be looked into in detail by the forthcoming
industrial mission to East Africa. I did not put in anything abouti the
Murchison Falls project either because I was not present at most of
what was said on this subject in Uganda. I hope that this record, put
together in rather a hurry, will be of some use to Mr. MNcNamara.

Please let me know if there is anyihing else that he migat want me to
do on this score. ;

I now plan to arrive in Washington on February the 15%h and will

. 8ive you a call soon after my arrival if only to hear Lhow your unexpected
trip to Norway for such sad reasons worked out.

All the Dbest.

E{EGEU\EDYours sincerely,
w7
waLrn - {82 10 32
1310 LEE -3 illem Brakel
ceCe Mr. Lejeune
o G President has seen

LA AL M

:;"t_d Paabhdee



ul.

Ujamaa concept is still lacking apbropriate quantification and a
practical operational approach. / Agricultural credit in Tangzania
appears %o 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 ) was mentioned bdbut not fully sub-
stantiated. It was noted that finance was not the only constraint;
sound supporting serviceés (research, extension, marketing) were
usually in very limited supply too, due to a general lack of properly
trained staff. Part/of the problem was also the widely dispersed
population and the land tenure system which is often based on tribal
ownership. Even cash crops are to a large extent produced on small
farms of some 5 %0 10 acres. Large estates exist only in sisal
(about 100% all /state farms now) and wheat (70%), in cotton there
are no large farms at all, in coffee some 20%, and while in tea the
bulk of produge still comes from large estates, the number of small-—
holder growers is increasing rapidly.

II. EAST AFRICAN COMBUNITY

1.

During the working dinner with the three E.A. Community Ministers
a number of fundamental issues were discussed. They included such
items as the need for a quick approval of the proposed railway loan,
the question of allocation of industries as between the member states
and related issues about the introduction of tariffs, industrial
licensing, etc., and the zdministrative framework to deal with
problems arising therefrom, particularly if infant protection is
required for industries which require the whole E.i. market in order
to be economical. It became clear that the Bank's proposed industri-—
al mission to the Community and the three E.A. couniries is not only
much needed but is now also being genuinely welcomed by the Community.
The urgent need for the Community to have iis own oifice and housing
space was discussed as well. Present requirements are for some 5C0
employees which 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-
inge The Community has been authorized to coniribute some §X million
from B.A. funds; the rest will have to come from outside sources.
linister Ouko said he was making & trip to North America beginning
the next day to discuss possibilities of financial assistance from
Canada and the U.S. HKr. licNamara asked him, in view of the great
importance of this matter to the Community, to pass by the Bank in
Washington 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 was also stressed during the
discussion. It was mentioned that the Community, which has a total
of fixed assets of an estimated $3 billion, is by far the biggest
employer in E.A. employing altogether some 200,000 people.



2.

In subseguent meetings with the Secreiary General of ihe

Community and with the Chairmen and Director Generals of the

E.A. Harbours Corporation, E.A. Railways Corporation, E.A.

Posts & Telecommunications Corporation, the Hast African
Development Bank and the E.A. Airlines Corporation, the following
major points were raised:

(a)

(2)

(a)

The need for itraining of the Community's senior staff
particularly economists; the UNDP has been asked to
assist in this.

the chances to expand the Common Market to other countries
(Zambia, Bthiopia, Somalia, Burundi) are furthest advanced
in the case of Zambiaj; with Ethiopia there are some
difficulties particularly since they do not seem to be
interested in a possible integration of their "common
services!; while with respect to Somalia the situation

is 8till quite uncertaine.

The Community's present financial needs for covering their
recurrent expenditures are lower than the revenue the
Community gets from that part of the tax income which is
automatically allocated to them. Last year the Community
returned Shs.l0 million to the three Governments because

of this. Capital requiremenis cannot be met out of the
Community's current income; they require special allocation
of funds for éach 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 railway. PFigures of up to 5 million tons

(2% million tons each way) were mentioned in this connection.
The total cost of such an expansion needed can be roughly
estimated at between $45-55 million of which 50% would be

in foreign exchange. .The Corporation is trying to find

suitable consultants for a study which should be ready by

mid-1971 to allow for a subsequent period of construction

of 3 to 5 years. The originally planned UNDP study, in which
the African Development Bank was supposed to be executing
agency, was conceived before the Tan-Zam railway complication
arose s0 that the whole matter of how to finance the study
will have to be reconsidered. Ulr. lcNamara remarked that

the Bank has an active interest in the carrying out of the
study in time because of itis past and possible future lend-
ings to the E.A. Harbours Corporation.

The E.A. Posts and Telecommunications Corporation stressed
the fact that despiie their training efforts they still re-
quire many experts from abroad which in some cases (but not
if it concerns British or Swedish technical assistance which
includes "topping up" arrangements) can lead to difficulties



(£)

(&)

because of the high level of salaries to be paid. They
also referred to the need for mainfaining some degree of
standardization which the Bank should take into account
in applying the rule of international competitive bidding.

Mr. Simba of the E.A. Development Bank said that his Bank

for the next 2 years or so was not in need of financial
assistance from the World Bank Group. Technical assistance,
which the IBRD had already given quite liberally was another
matter. At the moment he particularly needed a legal expert -
Mr. Webbl/. The E.A.D.B. is not allowed to finance tourism

or infrastructure or to lend to other financial insiitutions,
but has to confine itself to lend to manufacturing industry,
including agriculturel processing 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 indusirial development requirements

and possibilities in the three countries of E.A., which E.4.D.B.
has initiated, should be ready, which should provide a basis
for setiing up a long term lending program and for discussions
with the World Bank Group about possible assistance from their
side. The present professional staff of E.A.D.B. consisis of
6 expatriates plus 7 local officialse.

The E.d. Airlines Corporsztion are not planning any large scale
expansion programe. They wish to consolidate their new lines

to HongKong and Copenhagen. They have been discussing the
possibilities of association with Zambian Airlines. Apvarently
Ethiopia is not interested in such an association. They have

a total of 4,200 employees which is considerably more <than
either of the two other companies. The need for the establish-
ment of a training cenire at a cost of some £250,000 was
mentioned. It was made clear that if only because of the
relative small amount involved this was a matier for UNDP
rather than IBKD consideration.

L]

IIT. UGANDA

1.

In the meeting with Minisjers dealing wilh economic development

matters and chaired by the Vige-President of Uganda, the linister
of Planning and Economic Devglopment mentioned the long time it
took, in his view, to prepaye projecis and subsequently for the

Bank to take action on the
project for which the fir

(for example the agricultural credit
request had been made in 1964/65 and

1/ lir. Webb's secondment for 6 months to the E.h.D.B. has
meanwhile been arranged; he is due 1o start around March

25, 1970.
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Intsrnational Bank for Recoznsiruc
and Develouyment r

Washingion, D.C. 20433 Bl 0 ¢

bDear Leif:

I am avtaching a paper which I diciated last weekend coniaining
salient points raised during ixr. McNamara's visit to Bast Africa.

As you will note I have tried to cover the more important poiais
made by the various Goveramsnt officials and other people Mr. lcNamara
met ai whaioh I was present - in pariicular when such points wars nov
covered in the documents handed to us in support of their words = plus
some faciual information they supplied. I have not given,‘of course,
iir. McNamara's own reaction — unless he made certain commitments oxr
promises (of which there are only a few examples). I have also refrained
from going into the details of matters which alithough rather exitensively
discussed at various meeiings do not seem 1o need much elaboration at

+ %his stage, such as the railway loan prodlem, - which appears 10 be
solved now - and the location of industry within the L.A. Community,
which will no doubdbi de looked into in detail by the forthcoming
industrial mission to Hast Africa. I did not put in anything adbout ihe
Murchison Falls project either Yecause I was not presenti at most ol
what was said on this subjeet in Uganda. I hope that this record, put
together in rather a hurry, will ve of some use to Mr. McNamara.
Please let me know if there is anything else that he might want me to
do on this score. ' .

.4 now_plan to arrive in Washington on February the 15th and will
. 8ive you a call soon after my arrival if only to hear how your unexpected
“rip o0 Norway for such sad reasons worked out.

+All the best.

CEIAED Yours sincersly,

L 14
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. CeCe ¥r. Lejeune
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Ujamaa concept is still lacking appropriate quantiification and a
practical operational approach. Agricultural credit in Tanzania
appears o be mosd inadequate. The figure of Shs. 10 million per
year (presumably excluding shori term lending of another Shs. 10
million per year and also excluding leading to farmers by the
National Bank of Commerce ) was mentioned but not fully sub-
stantiated. It was noted that finance was not the only consiraint;
sound supporting services (research, extension, marketing) were
usually in very limited supply too, due to a general lack of properly
trained staff. Part of the problem was also the widely dispersed
population and the land tenure system which is often based on tribal
ovnership. 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 farms at all, in coffee some 20%, -and while in %Gea the
oulk of procduce still comes from large estates, the number of small=
holder growers is increasing rapidly.

IIl. EAST AFRICAN COMMUNITY

le During the working dinner wiih the three E.A. Community Ministers
a number of fundamental issues were discussed. They included such
items as the need for a gqguick approval of the proposed railway loan,
the question of allocation of indusiries as beiween ithe meuber states
and related issues about the introduction of tariffs, industrial
licensing, etc., and the adminisirative framework %o deal with
problems arising therefrom, particularliy if infant protection is
required for indusitries which require the whole E.A. market in order
10 be eccnomical. It became clear that the Bank's proposed industri-
al mission to the Community and the three H.A. couniries is noi only
much needed but is now also being genuinely welcomed by the Community.
The urgent need for the Community io have iis own office and housing
space was discussed as well. Present requirements are for some 5C0
employees which will inorease to about 800 within the next 5 years
or so. The Community has a construction plan which would cost about
817 million of which some $6-8 million for the central office build=
ing.  The Community has been authorized to coniribute some $I million
from B.A. funds; the rest will have to come from outside sources.
Minister Ouko said ne was making & trip vo North America beginning
the next day io discuss possibilities of financial assistance from
Canada and the U.S. Nr. licNamara asked him, in view of the great
importance of this matier to the Community, to pass by the Bank in
Washington on his way back 0 as 1o inform us of the results of his
irip. The shortage of highly qualified staff for the Community
supported by capable foreign advisors was also siressed during the
discussion. It was mentioned that the Community, which has a total
of fixed assets of an estimated $3 billion, is by far the biggest
employer in E.A. employing altogether some 200,000 people.
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In subsequent meetings with the Secretary General of the -

Community and with the Chairmen and Direcior Generals of the

L.4. Haroours Corporation, E.A. Railways Corporation, E.A.

Posis & Telecommunications Corporation, the Bast African
Development Bank and the E.A. Airlines Corporation, the following
major points were raised:

(a)

(®)

()

Tae need for training of the Communiiy's senior sitaff
particularly economists; the UNDP? has been asked to
assist in this.

the chances to expand the Common Market to other countiries
(Zambia, XIthiopia, Somalia, Burundi) are furthest advanced
in the case of Zambiaj; with Ethiopia there are some
@ifficulvies particularly since they do not seem to be
interested in a possible invegration of their "common
services'; wnile with respeci to Somalia ithe situation

is still.guite uncertaine.

The Community's present financial needs for covering their
recurrent expenditures are lower than the revenue the
Community gets from that part of the tax income which is
automatically zllocated to them. Last year the Community
returned Shs.l8 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 éach individual purposes. L

The Harbours Corporation expects that 10 additional deep
water berths (there.are 8 now) will be needed to cope with
the expecied expansion in cargo handling after the completion
of the Tan-Zam railway. Figures of up to 5 million tons

(2% million tons each way) were mentioned in this connectione
The total cost of such an expansion needed can be roughly
estimated at between $45-55 million of which 50% would be

in foreign exchange. .The Corporation is trying to find
Buitable consulianis for a siudy which should be ready by
mid-1971 to allow for a subsequent period of construction

of 3 to 5 years. The originally planned UNDP study, in which
the African Developmeni Bank was supposed t0 be executing
agency, was concelved before the Tan—-Zam railway complication
arose s0_that the whole matter of how to finance the study
will have %0 be reconsidered. Ur. McNamara 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 Telecommunications Corporation siressed
the fact that despitie their training efforis they still re-—
quire many experts from abroad which in some cases (but now
if it oconcerns Briiish or Swedish technical assistance which
includes "topping up" arrangementis) can lead to difficulties
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because of the high level of salaries to be paid. ' They
also referred to the need for maintaining some degree of
standardigzation which the Bank should take into account
in applying the rule of invternational competitive bidding.

(f) Mr. Sfﬁba of the B.A. Development Bank said that his Bank
for the next 2 years or so was not in need of financial
assistance from the World Bank CGroup. Technical assistance,
which the IBRD had already given quite liberally was another
matter. At the moment he particularly needed a legal expert -
lHre Webb&/. The E.A«D.B. is not allowed to finance fourism
or infrasiruciure or to lend to other financial institutions,
but nas to coanfine itself to lend to manufaciuring indusizxy,
including agricultural processing etc. Total commitmenis
during 1969 were almost Shs. 37 million; for 1970 a similar
anount or a little more is expected. By the end of 1970 the
results of a study on industrial development requirements
and possibilities in the three countries of E.A., which Z.A.D.3.
has initiated, should be ready, which should provide a basis
for setting up a long fterm lending program and for discussions
with the Worlé Bank Group about possible assisvtance Irom their
side. The present professional staff of E.A.D.B. consisis of
6 expatriates plus 7 local officialse

(g) The E.h. Adirlines Corporation are not planning any large scale
expansion program. They wish to consolidate their new lines
vo HongKong and Copenhagen. They have been discussing the
possibilities of association wiith Zambian Airlines. Apparently
Zthiopia is not interested in such an association. They have
a total of 4,200 employees which is considerably more than
either of the two other companies. The need for the establish=
ment of a itraining centre at a cost of some £250,000 was
meniioned. It was made clear that if only because of the
relative small amount involved this was a matter for UNDP
rather than IDRD consideration.

III. UGANDA

1. In the meeiing with dinisiters dealing wiih economic development
matters and chaired by the Vige-President of Uganda, the iiinister
of Planning and Economic Development mentioned the long time it
took, in his view, 1o prepaye projecis and subsequently for the
Bank to take action on then/ (for example the agricultural credit
projeot for which the first request had been made in 1964/55 and

;/ kr. Webb's secondment for 6 months %o the E.A.D.B. has
meanwhile been arranged; he is due to start around iarch

25, 1970.






TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT | CORPORATION
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. MecNamara 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 Minister 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 increasing 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






ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

TO:  Memorandum for the Record DATE: July 31, 1972

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE

CORPORATION

FROM: Michael L. Lejeune

SUBJECT: EAST AFRICAN COMMUNITY - Visit by Mr. Al Noor Kassum

L, Mr. Al Noor Kassum, Minister for Finance and Administration of
the East African Community, visited Mr. McNamara on July 18, 1972. He

| was accompanied by Mr. R. K. Kitariko, Secretary for Finance and Adminis-
tration of EAC, I was also present, Mr. Kassum had already had a meeting
with me and Mr. Hornstein.

2 Mr. Kassum explained that the purpose of his visit was to discuss
with USAID and with the Bank the possibility of support for the project of
building a headquarters building and necessary staff housing for the East

African Community in Arusha. He said that the U.S. had already offered to
provide about 25 percent of the necessary finance. After talking with me

he understood that the Bank or IDA could not provide finance and he appre-
ciated the reasons for this position. On the other hand, he would greatly
welcome any support or help that the Bank could give.

3. Mr. McNamara stated that he felt that it was very important that
the East African Community should survive and that the building of a Com-
munity headquarters would contribute to its prospects. He thought that
they should go ahead with their plans to build the headquarters. 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 frankly that a question which the
Bank would have to answer if it were to take the lead in finding finance
was why the three partner states themselves were not willing to put up

any money for this project. The sums required were not large, particular-
ly if one were to think in terms of the headquarters building alone and
leave residential housing 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. It was agreed that the staff of the Bank would examine forthwith
what should be done in order that the Bank could effectively use its good
offices to assist this project. A further meeting with Mr. Hornstein 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 definite plans were made to go ahead with the Administration
Building that help for the residential housing from conventional sources




Memorandum for the Record -2 - July 31, 1972

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 institu-
tions providing conventional finance for the housing.

ce: Mr. McNamara (2)
Mr. Knapp -
Division B ——

MLLejeune:ck



TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT l |
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

INTERNAT IONAL BANK FOR INTERNATIONAL FINANCE

OFFICE MEMORANDUM

Mr. Robert S. McNamara DATE: dJuly 17, 1972
Michael L. Lejeune
EAST AFRICA: Visit of Mr. Al Noor Kassum =

Minister 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 know that he had served as secretary of ECOSOC and ACC. Most
recently he was involved in private business. (Biographical sketch
attached.)

The primary purpose of Minister Kassum's visit to Washington
(as well as his earlier visits to various Buropean capitals) is to ob-
tain finance for the Community headquarters and housing project. 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. Barlier 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 project. (Copies of the cor-
respondence ars attached,)

We had asked for a revised project report when we first heard
of Minister Kassum's proposed visit to Washington. It is obvious that
no such repert 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 Sh120 million ($17 million).

Though we have been approached by the Community on this

guestion, it has never been raised with us by any of the Partner States.
While the Community has indicated that any finance for this project

President has seen



TO: Mr. Robert S. McNamara -2 - July 17, 1972

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's 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 anything 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

GSKa ji/RAHornstein/MLLejeune:gd



BIOGRAFPHICAL SKETCH

KASSUM, Al Noor; born 192l 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 subject of financing the East African Community Headquarters

‘Puilding 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 Headguarters
Building complex and housing for all levels of Community staff, totalling
some 800 residential units. The basis for this proposal was a consulting
architect's report of March 1949.

35 The Bank's reaction (conveyed in Mr. Williams' letter of February
3, 1970) was that a loan for this type of project would be a completely new
departure for the Bank and would raise a number of difficult questions. The
Bank did not wish to encourare undue hopes that a loan for the project would
be possible but nevertheless, it was well aware of the importance of the pro-
ject to the Community and offered its services to help the Community obtain
finance even if the Bank could not directly particinate. We suggested that
the EAC prepare an updated report and provide us with an opportunity of
studying it. We were informed by Mr. Ouko then Community Minister for Finance
and Administration that our suggestions would be taken intc account and an
updated report prepared. We were given the impression by Mr. Ouko that this
would be a matter of weeks.

L. In early February 1970 the Bank learnt that Sweden and the U. S.
had also been approached to provide assistance for this project. The U. S.
was apparently unwilling to participate without substantial commitment on

the Bank's part. The Swedes at that time indicated that they were doing some
preliminary thinking about the project.

S A revised Project brief 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 revision of cost
estimates was neeessary since the costs quoted were completely inconsistent
with recent exper.3nce of building costs in East Africa. The range in the
quality of housing proposed was felt to be extremely discriminatory and a
new standard for the differeni prades of housing would also need to be
established. Furthermore the overall impact of the project on Arusha had
not been considered at all.

Te Before we could convey the results of our analysis to the EAC,
there was a press ammouncement in August 1970 that the EAC had signed a
preliminary agreement with the Internati.nal Development Organization (IDO)
of Rome for construction of the Project at a total cost of $14 million.
This was confirmed in subsequent contacts with EAC off'icials. We therefore
considered this matter closed. .
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8. In January 1972, Mr. Malecela the then Community Minister for
Finance and Administration, wrote to Mr. McNamara informing him that EAC's
arrangements with IID0 had fallen through as IDO had failed to obtain
guarantees from the Italian Government. In view of this, Mr. Malecela wanted
the Bank to reconsider participating in the project or at least, assembling

a consortium of possible donors.

9. The Bank's response (Mr. McNamara's letter of February 1l, 1972)
reiterated its earlier position. While the unlikelihood of Sank participation'
by the provision of financial assistance was pointed out, the Bank's willing-
ness to explore the possibility of enlisting bilateral support was expressed.
We again asked for an updated report so that cost estimates and FAC's require-
ments could be made more current.

10. In April 1972, Mr. Kassum, who had replaced Mr. Malecela, replied
to Mr. McNamara's letter, making a case for Bank financing as a symbolic
gesture in support of the Community. Mr. Kassum also wished to take the Bank
up on its offer to contact members of the Consultative Group for East Africa,
but alluded to the importance of the time factor in mobilizing assistance.

11. Contacts with Minister Kassum in June 1972 revealed that he had
had discussions with officials of several aid agencies and private banks but
these efforts had been unproductive. Although the three Rartner States were
prepared to guarantee any loans provided for the project, foreigsn private
banks were apparently unwilling to extend finance without the guarantee of
their own governments.

12. In July 1972 we received a letter from Minister Kassum together
with a new "brief'" for this project. The "brief'" is essentially a document
providing specifications for design proposals rather than dealing with sub-
stantial project proposals. It does not provide a basis for an evaluation.
The cost of the total project is still estimated to te Sh 120 million (the
original figure) although a few additional items (200 residential unlts)
have been added.

13. We understand that Minister Kassum has contacted some Furopean
donors and USAID during this visit. Our recent contact with officials of
the Swedish International Development Authority and USAID indicate that their
response is unlikely to be encouraging.

"

Eastern Africa Department
July 1h, 1972



May 1, 1972

Dezr Mre Minlsters:

Thank you for your letter of April lh. Yay I offer you my
congratulations and sincore bsst wishas on your eppolntunent as Zast
Afrleon ¥inlstor for Pinsnce and Adninlstrations I too hope that wa
- mey hava an opportwnity of moeting snd discussing matters of rmiual
interest in Yhe not tco disiont fulurs,

I realizae the irmortance to tha Comrmnity of having adsquate
cecomaodation in Arucna end it is for that reasen thet wo wero dlg-
appodnted to leara frem idpister folecola cavlier this yesr that the
efiorts to errenge Linancing for the Arushs Puilding Projoct had nnt
yot boen producvive. as I indicated vhen I was in :ast Africa in Jan-
very 1970 snd avsin receatly lo Jdnistsr kaleccla, we would, if you
59 desire, raico the question of your hiadovarters building with noae-
bors of the masy African Donculiativa Croupe o o 8o, ua would need
your wp-to-date pland, cesb estinates and finsncing requircnentse

I vao pleassd o learn that you wore pregaring e iresh briefl
on the projecte I wizzest thub you vond thls to live IHchasl Lajouns,
Diractor of the Iauk'a fasvern afvica Doparinent, Ha will pursus the
matter further wnd conmunicavs withs youe

Sinceroly,

fobert Se Helomara

b
"

Tha llonorable

Adlie Basuum

Hnistor Yeor ¥insnce
and Adzinisteticn

Ps Os Por 3_:‘]_

Arusha, Tansends

cc: Por Mr, lcNomara's Office (2)

RCLenments/SSHusain:gd '
April 26, 1972



Communications on this subject -
should be addressed o -

Minister for Finance avd
Administration
P. 0. Box 3081, Arusha.
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SECRETARIAT

Telephone : 2381 Arusha

14th April, 1972

Mr. Rcobert S. McNamara, .
President, -
Internaticnal Bank for Reconstruction

and Develorment,

Washington, D.C. 20433,

U.S .A‘ !

ARELLL AT b e B0

Dear Mr. President, "5F

L3
-

You have probably heard that during the month of
February my friend and colleague, the Hon. J.S. HMalecela,
was appointed Minister for Foreign AfZairs in the
Government of the United Republic of T.anzania.
Simultaneously, the East African Authority announced
my appointment as a Community Minister. As a result,
last month when taking over my responsibilities vour
replv dated 1l4th February, 1972 to Mr. Malecela‘'s
letter of the 17th January, 1972 was brought to my
attention. il

May I on benalf of both linister Malecela and
mysel f thank you for vour having considered the gquescion
ot providing us with assistance in buildiny the hrusaza
Headquarters Complex for the Cermunity. As much as I
can see the reasons that would normally inhibit the
Bank from wanting tc participate directly in providing
finance for capital projects of this nature, I am unable
to umderstand fully the rationale in the circumstances
that the East African Community finds itself. My
main reason being that I do nct believe a straight-
forward policy decision not to @ssist in building
office and housirg accommcdation can be applied
irrevocably to 211 requests. ¥VWhen one is trying to
establish co-osneratisn on a recional basis in social
and economic matters, and I belisve this is a policy
the Bunk and you yourseli would ardently wish to support,
avery erfort should Z2 nmade to 73 e the institutions
ind organs which anvern‘this recional co-operation viable
and evicschtive, Tl

¥
17

w2 Fa E an Community has proved
through a period -0 Line that it can and does offer
stakility awd that it is makinT every possible edfort
i ofn togo Inrvoves wed fo Soevave angd develkop its
coamon sorvices zrd those of its Cornorations o that

Ve e e oy g - o e L v e mew ..,-..'.

FINANCE AND ADMINISTRATION

. Telegrams : FINSEC Arusha.



Indeed, we are most qrateful for the Bank's
continuing suprort in achieving these purposes. The
Community as a whole has recoived f{rom the Tank in the
past financial assistance eacuivalent to $300, 0C0,000.
When one of vour renresentatives, Mr. Roger P. Adams,
called the other day I asked him somewnat in banter
whether as @ Community we hezd been good custcmers, he
replied that so Far we had met all our commitments.

I am not saying this in order to move you to get the
Bank to agree to make funds-.available simply because

we have been good customers. liow that the Community

has shown by performance its cavnacity to develop
responsibly, its building requirements are a necessary
"infrastructure" for further advancement. They would
enable us to concentrate our efforts in plannina the .
use of our scarce resources and talents on a much
broader front. %What I am trving to convey, Mr.President,
is that after taking into aci. . 'nt our past, the building
of the Arusha Headquarters Cuiwlex is en inevitable and
necessary consequence, therefore it is as imvortant a
project for regional co-operation as some of the areas
in which the Bank traditionally interests itself.

We are in the preocess of preparing a fresh brief
so that it takes into account the latest information
concerning our future manpower requirements in terms
of both office and housing accommodation. When this is |
available, I shall send it to !Mr. Lejeune, the Director
of the Bank's Eastern Africa Department. .

“Although ve are exploring one or two channels . .
ourselves we would wish at the same time to take up v~ur
kind offer for informal contacts with members of the
Consultative Group for Iast Africa. The time factcr
in the present circumstances is of the utmost importance
and relevance and we are honing to be able to accelerate e
negotiations by interesting parties who may wish to be
direct'y involved in the construction work by financing
the project. If we can, we would prefer to avoid the
necessity of resorting to vrocedures that may take much
longer to negotiate. However, it would be prudent in the
meantime to keep as many options open as possible.

. In closing 1 thought I would mention that I have
had tlhe honour oI meeting you in the past when I served
as Secretary of ECOSCC and ACC and I hoewe that some day
in the near future I may have the pleasure of meeting
you once again. : .

With best wishes,
' > © Yours sincerely,
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TO:

FROM:

SUBJECT:

INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM

Memorandum for the Record DATE: August 1, 1972

INTERNATIONAL DEVELOPMENT INTERNAT|ONAL BANK FOR |

Michael L. Lejeune

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

1, The Honorable W.W. Rwetsiba, Minister for Communications,
Research and Social Services of the East African Community, visited
Mr. McNamara on July 28,1972. He was accompanied by the Secretary
of his Ministry, Mr. D. Mwiraria. I was also present.

A This was a purely courtesy meeting. Mr. McNamara emphasized
how important it was for the Community to continue and that the common
services provided through the Community were an important part of
ensuring the Community's future success. Mr. Rwetsiba said that the
Community and the Bank had a close association and that the Bank was
providing a large part of the money necessary for the development of
the railways, harbors and telecommunications. Indeed, the only form
of transport in which the Bank was not active was the East African
Airways. He understood that under the Bank's policy it did not finance
air services.

3 There was some discussion as to why the East African Airways

had fallen into financial difficulties, the possibility that if Zambia
joined the Community the Tanzam Railway might become part of the Railway
Corporation, and general discussion of the prospects of Zambia, Ethiopia,
BRwanda and Burundi joining the Community. Nothing of much importance
came out of the meeting.

cc: Mr. McNamara (2) e~
Mr. Knapp 1 —
Div. B
MLLejeune:enb
r \ :.J Sc::(‘n



1 Form No. 57

,Lpﬁq

INTERNATIONAL DEVELOPMENT

TO:

FROM:

SUBJECT:

INTERNATIONAL FINANCE
CORPORATION

INTERNATIONAL BANK FOR |
RECONSTRUCTION AND DEVELOPMENT

ASSOCIATION

OFFICE MEMORANBUM

Mr. Robert S. McNamara DATE: July 24, 1972
Donatien Bihute
7/ /
Courtesy call - The Honourable W. Rwetsiba [ £
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This is to inform you that the Honourable W. Rwetsiba, H'zb/
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.

AL 72y

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-service 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.
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TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT l INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OFFICE MEMORANDUM
Mr. Robert S. McNamara DATE: July 27, 1972

Michael L. Lejeune

BAST AFRICA: Visit of Honorable W.W. Rwetsiba 01T Mecking
East African Minister for
Communications, Research and Social Services

Minister Rwetsiba has been in Washington since July 24 to
head the EBast African delegations for negotiations of the proposed
Bank loan ($52.5 million) to the Bast African Harbours Corporation.
An outline of the proposed project is attached,

Minister Rwetsiba, a Ugandan, was nominated by President
Amin in July 1971, but was only able to assume office in December
1971 after the settlement of the Tanzania-Uganda dispute inscfar 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 Ministry of Education he has had dealings with
us, including negotiating the Uganda Second Education Project (Credit

No. 258 UG). A brief biographical sketch of Minister 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 proposed harbors loan is the first of
the current series of loans we expect to make to the various Com-
manity common services organizations. A project covering the next
phase of the East African Posts and Telecommunications Corporation's
development program has been appraised recently, and a loan of about
$28 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 Minister
Rwetsiba may wish to raise with you. The negotiations for the pro-

posed harbors loan have gone fairly smoothly, and there are no out-
standing issues.

Attachments ]
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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;

(¢) provision of equipment to meet additional and
replacement needs at Dar es Salaam and Mombasaj

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

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

Total cost of project $70.4 million. Foreign exchange com-
ponent $52.5 million, The proposed Bank loan of $52.5 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-L1; Makerere College 1942-Lk, 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;
Member EA.GL&JJI%B—GO; Executive Officer UD%'/1961—62 3 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/ East African Community Legislative Assembly.

2/ Uganda Development Corporation.
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